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Financial reporting issues and developments  

The table below details current issues and financial reporting developments that may impact your 
entity’s financial statements. Management should review these issues and developments, determine 
those applicable to the entity and assess the impact on the financial statements and annual report. 
Where this relates to an accounting standard issued but not yet effective, management should 
disclose the anticipated impact of the standard on their financial statements. Management may consult 
with their audit team for further information and explanation on the issues and developments detailed 
below. 

NSW state sector agencies should refer to Treasury’s latest circular on mandates of accounting policy 
options and major policy decisions under Australian Accounting Standards when determining whether 
an accounting standard can be early adopted. 

Future reporting developments 

Issue 1: AASB 15 ‘Revenue from Contracts with Customers’ and AASB 1058 ‘Income of Not for 
Profit Entities’ 

Overview Applies to 

AASB 15 ‘Revenue from Contracts with Customers’  

In December 2014, the AASB issued a new standard AASB 15 ‘Revenue from Contracts 
with Customers’.  

AASB 15 introduces a new five step-model for recognising revenue based on the 
principle that revenue is recognised when control of a good or service transfers to a 
customer. It will impact all entities providing goods or services under contract 
arrangements, especially those offering bundled products and services, providing 
warranties or rebates, or contracts with variable consideration.  

In May 2016, AASB 2016-3 ‘Amendments to Australian Accounting Standards – 
Clarifications to AASB 15’ amended AASB 15 to: 

• clarify the requirements for identifying performance obligations, principal versus 
agent considerations and the timing of revenue recognition from granting a licence  

• provide further practical expedients on transition to AASB 15. 
 

The impact of AASB 15 on NFP entities should be considered in conjunction with the 
requirements in AASB 1058 (refer below). 

For-profit entities 
for annual reporting 
periods beginning 
on or after 
1 January 2018. 

Not-for-profit 
entities for 
reporting periods 
beginning on or 
after 
1 January 2019. 

AASB 1058 ‘Income of Not-for-Profit Entities’  

AASB 1058 applies to: 

• transactions where consideration to acquire an asset is significantly less than fair 
value, principally to enable a NFP entity to further its objectives 

• receipt of volunteer services. 
 

On initial recognition of an asset an entity must recognise any related contributions by 
owners, increases in liabilities, decreases in assets and revenue (‘related amounts’) in 
accordance with other Australian Accounting Standards. 

Entities must immediately recognise the difference between the fair value of the asset 
and any related amounts as income in the profit and loss. However, if the transaction 
enables the entity to acquire or construct a recognisable non-financial asset controlled 
by the entity (i.e. an in-substance acquisition of a non-financial asset), the entity may 
recognise income as it satisfies its obligations under the transfer (similar to income 
recognition for performance obligations under AASB 15).  

NFP entities for 
annual reporting 
periods beginning 
on or after 
1 January 2019. 
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Overview Applies to 

A transfer of a financial asset to acquire or construct a recognisable non-financial asset 
controlled by the entity is one that:  

• requires the entity to use that financial asset to acquire or construct a recognisable 
non-financial asset to identified specifications 

• does not require the entity to transfer the non-financial asset to the transferor or 
other parties; and  

• occurs under an enforceable agreement. 
 

Local governments, government departments, general government sectors (GGSs) and 
whole of government must recognise volunteer services if: 

• they would have been purchased if not provided voluntarily  

• the fair value of those services can be measured reliably. 
 

For–profit entities will continue to account for grants and contributions under AASB 120 
‘Accounting for Government Grants and Disclosure of Government Assistance’. 

Full or modified retrospective application is required on initial adoption of AASB 1058. 
The transitional provisions include practical expedients for completed contracts and 
assets acquired for consideration significantly less than fair value principally to enable 
the entity to further its objectives. 

Practical examples accompany AASB 1058 demonstrating how a NFP entity applies the 
requirements in practice. 

 

Entities’ responsibilities  

To effectively implement AASB 15 and AASB 1058 entities will need to have: 

• considered whether AASB 15 and AASB 1058 will change their income recognition 
policies. If it does, the impact needs to be disclosed before the application date, as 
either ‘full’ or ‘modified’ retrospective application on adoption 

• assessed and ensured registers/databases of contracts with customers are 
complete and identify performance obligations within those contracts  

• assessed and ensured grants registers/databases are complete and identify 
whether the transaction enabled the entity to acquire or construct a recognisable 
non-financial asset controlled by the entity 

• prepared for the significantly increased disclosures  

• reviewed standard contract templates to ensure new contracts clearly support 
revenue recognition with the goods and services sold 

• ensured existing systems support income recognition and are capable of capturing 
the key information requirements of the new standards 

• ensured the control environment supports robust estimates and judgements on 
income recognition 

• considered the impact on reporting to stakeholders regarding the entity’s financial 
position and performance 

• planned and conducted training for accounting staff, legal and sales teams 

• advised customers and other stakeholders if changes will be made to contracts, 
systems and processes  

• referred to Treasury mandates for the options NSW public sector entities are to elect 
when applying AASB 15 and AASB 10581 

• provided proper guidance to Audit and Risk Committees (ARCs) 
 

 

                                                      
1 Does not apply to universities or their subsidiaries. 
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Overview Applies to 

• discussed proposed income recognition policies and financial statement disclosures 
with their ARCs and auditors 

• considered and drafted disclosures required by AASB 108 for the effects of AASB 
15 and AASB 10582. 

 

 

Responsibilities of Audit and Risk Committees and those charged with governance 

ARCs and those charged with governance should: 

• understand AASB 15 and AASB 1058 and ensure management has adequately 
planned for their effective application, including disclosing the impact in the current 
year’s financial statements 

• consider and confirm management’s determination of whether to apply the new 
standards using a ‘full’ or a ‘modified’ retrospective approach 

• monitor progress against the plan and against the requirements of the standards. 
 

 

 

Issue 2: AASB 16 ‘Leases’ 

Overview Applies to 

In February 2016, the AASB issued a new standard AASB 16 ‘Leases’.  

AASB 16 eliminates the need for lessees to classify leases as either operating leases or 
finance leases. Leases will be ‘capitalised’ by recognising the present value of the future 
lease payments. Preparers can present leased assets in their financial statements in a 
separate category as leased (right-of-use) assets, or together with the property, plant and 
equipment category. 

Lessees will recognise a financial liability for their obligation to make future lease 
payments. The principal and interest portions of the cash payments will be separately 
disclosed in the Statement of Cash Flows. 

Lessees are not required to recognise assets and liabilities for: 

• short-term leases of 12 months or less 

• leases of low-value assets acquired for USD 5,0003 or less. 
 

The new requirements will significantly increase right-of-use assets and related financial 
liabilities on lessees’ balance sheets. 

Lessor accounting requirements are substantially carried forward from AASB 117 ‘Leases’. 
Accordingly, lessors will continue classifying leases as operating leases or finance leases, 
and accounting for them differently. 

Reporting entities will not have to restate comparative information when first applying 
AASB 16. On initial recognition, entities can choose how to measure leased assets that 
were previously off-balance sheet. Leased assets can be measured as if AASB 16 had 
always applied, or at an amount based on the lease liability. 

All entities for 
annual reporting 
periods 
beginning on or 
after 
1 January 2019 

                                                      
2 NSW State sector entities will need to make these disclosures in their 30 June 2019 financial statements. 
3 NSW Treasury has defined a threshold of AUD 10,000 or under when new for State sector entities. 
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Overview Applies to 

Entities’ responsibilities 

To effectively implement AASB 16 entities will need to have: 

• considered whether the standard will change their accounting policies for leases. The 
impact must be disclosed before the application date, as either ‘full’ or ‘modified’ as 
retrospective application will be required on adoption 

• assessed and ensured registers/databases of leases are complete 

• determined the system and information requirements they need to report under the 
new standard, or ensure existing systems and processes meet the requirements 

• prepared for the increased disclosures 

• considered the impact on reporting to stakeholders regarding the entity’s financial 
position and performance 

• planned and performed training for accounting and legal staff 

• provided proper guidance to ARCs 

• referred to TC18-05 ‘AASB Leases Transition elections’ for the options NSW public 
sector entities are to elect when applying AASB 164 

• discussed proposed lease policies and financial statement disclosures with their ARCs 
and auditors 

• considered and drafted disclosures required by AASB 108 ‘Accounting Policies, 
Changes in Accounting Estimates and Errors’ for the effects of AASB 165. 

 

 

Responsibilities of Audit and Risk Committees and those charged with governance 

ARCs and those charged with governance should: 

• understand the new standard  

• ensure management has adequately planned for its effective application, including 
disclosure of the impact in the current year financial statements 

• monitor progress against the plan and against the requirements of the standard. 
 

 

 

Issue 3: AASB 1059 ‘Service Concession Arrangement: Grantors’ 

Overview Applies to 

In July 2017, the AASB issued a new accounting standard AASB 1059 ‘Service 
Concession Arrangements: Grantors’ to address the gap in accounting for service 
concession arrangements (SCAs) from the grantor’s perspective. 

AASB 1059 applies to arrangements involving an operator providing public services 
related to a service concession asset on behalf of a public sector grantor for a specified 
period of time and managing at least some of those services. Common examples include 
roads, prisons, hospitals, water distribution facilities and energy supply.  

AASB 1059 will affect all public sector entity grantors (both for-profit and not-for-profit) 
involved in SCAs (including grantors of existing, but unrecognised SCAs).  

All public sector 
entity grantors for 
annual reporting 
periods 
beginning on or 
after 
1 January 20206, 
with early 
adoption 
permitted.  

                                                      
4 Does not apply to universities or their subsidiaries. 
5 NSW State sector entities will need to make these disclosures in their 30 June 2019 financial statements. 
6 AASB 2018-5 ‘Amendments to Australian Accounting Standards – Deferral of AASB 1059’ amends AASB 1059 
to defer its effective date from annual reporting periods beginning on or after 1 January 2019 to 1 January 2020. 
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Overview Applies to 

AASB 1059 requires a grantor to: 

• recognise an asset provided by the operator (including an upgrade to an existing 
asset of the grantor) as a service concession asset if the grantor controls the asset. 
The grantor controls the asset if they:  

- control or regulate the services the operator must provide with the asset, to whom 
it must provide them and at what price, and  

- control either a significant residual interest in the asset at the end of the 
arrangement, or control the asset for the whole of the life arrangement  

• reclassify an existing asset (including recognising previously unrecognised identifiable 
intangible assets and land under roads) as a service concession asset when it meets 
the conditions specified above 

• initially measure the service concession asset at current replacement cost (CRC) in 
accordance with AASB 13 ‘Fair Value Measurement’. After initial recognition or 
reclassification, account for the service concession asset in accordance with 
AASB 116 ‘Property, Plant and Equipment’ or AASB 138 ‘Intangible Assets’, as 
appropriate, except as specified in this standard 

• recognise a corresponding liability measured initially at the fair value (CRC) of the 
service concession asset, adjusted for any other consideration between the grantor 
and the operator; using either or both models (financial liability, or grant of a right to 
the operator) specified in the standard  

• disclose sufficient information to enable users of financial statements to understand 
the nature, amount, timing and uncertainty of assets, liabilities, revenue and cash 
flows arising from SCAs. 

 

Grantors must apply AASB 1059 retrospectively:  

• to each prior period presented under AASB 108 ‘Accounting Policies, Changes in 
Accounting Estimates and Errors’, or 

• by recognising and measuring service concession assets and related liabilities at the 
date of initial application (being the beginning of the earliest comparative reporting 
period presented). 

 

 

Entities’ responsibilities 

Entities should: 

• understand the requirements of the new standard 

• assess the terms and conditions of existing arrangements with private sector 
operators to assess whether they fall within the scope of AASB 1059 and meet the 
criteria for recognition as a SCA or whether they are a leasing or outsourcing 
arrangements 

• discuss their assessment with the ARC and auditors 

• consider the impact of this issued, but not yet effective standard and make 
appropriate disclosures under AASB 108 ‘Accounting Policies, Changes in Accounting 
Estimates and Errors’ 

• if an arrangement falls within the scope of AASB 1059, develop an implementation 
plan to apply AASB 1059.  
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Overview Applies to 

Responsibilities of Audit and Risk Committees and those charged with governance 

ARCs and those charged with governance should: 

• understand the new standard 

• review management's assessment of whether any current arrangements fall within the 
scope of AASB 1059 

• if an arrangement falls within the scope of AASB 1059: 

- ensure management has adequately planned for its effective application, 
including disclosure of the impact in the current year financial statements 

- monitor progress against the plan and the requirements of the standard. 
 

 

 

Other new financial reporting pronouncements  

The following pronouncements, which may affect entity financial statements and/or annual reports, 
were issued7 between 1 July 2018 and 1 July 2019.  

The table below does not include accounting standards issued during the period if an overview has 
already been provided in the table above. 

Australian Accounting Standards 

Reference/Title Effective date 
Standards 
amended/replaced 

2018-3 ‘Amendments to Australian Accounting Standards – Reduced Disclosure Requirements [AASB 
16 & AASB 1058]’ 

This Standard amends AASB 16 ’Leases’ and AASB 1058 
‘Income of Not-for-Profit Entities’ to establish reduced disclosure 
requirements for entities preparing general purpose financial 
statements under Australian Accounting Standards – Reduced 
Disclosure Requirements (Tier 2). 

Annual reporting 
periods beginning or 
after 1 January 2019 
with early application 
permitted. 

AASB 16 and AASB 
1058 

2018-4 ‘Amendments to Australian Accounting Standards – Australian Implementation Guidance for 
Not-for-Profit Public Sector Licensors [AASB 15 & AASB 16]’ 

This Standard amends AASB 15 ‘Revenue from Contracts with 
Customers’ to add requirements and authoritative implementation 
guidance for application by not-for-profit public sector licensors to 
transactions involving the issue of licences. 

The Standard also clarifies that licences that are in substance 
leases or contain leases, except licences of intellectual property, 
are within the scope of AASB 16 ‘Leases’.  

Annual reporting 
periods beginning or 
after 1 January 2019 
with early application 
permitted provided 
that AASB 15 and 
AASB 16 are also 
applied to the same 
period. 

AASB 15 and AASB 
16 

2018-5 ‘Amendments to Australian Accounting Standards – Deferral of AASB 1059’ 

This Standard amends AASB 1059 ‘Service Concession 
Arrangements: Grantors’ to defer its effective date from annual 
reporting periods beginning on or after 1 January 2019 to 
1 January 2020. 

The Standard also defers the consequential amendments to 
other pronouncements set out in Appendix D of AASB 1059. 

Annual reporting 
periods beginning or 
after 1 January 2019. 

AASB 1059 

                                                      
7 Note this table only includes new standards issued and does not include compiled standards issued. 
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Reference/Title Effective date 
Standards 
amended/replaced 

2018-6 ‘Amendments to Australian Accounting Standards – Definition of a Business’ 

This Standard amends AASB 3 ‘Business Combinations’ to 
clarify the definition of a business to assist entities determine 
whether a transaction should be accounted for as a business 
combination or an asset acquisition. 

Annual reporting 
periods beginning or 
after 1 January 2020, 
with early application 
permitted. 

AASB 3 

2018-7 ‘Amendments to Australian Accounting Standards – Definition of Material’ 

This Standard principally amends AASB 101 ‘Presentation of 
Financial Statements‘ and AASB 108 ‘Accounting Policies, 
Changes in Accounting Estimates and Errors’ to clarify the 
definition of material and its application by improving the wording 
and aligning the definition across AASB Standards and other 
publications.  

Annual reporting 
periods beginning or 
after 1 January 2020, 
with early application 
permitted. 

AASB 2, AASB 101, 
AASB 108, AASB 
110, AASB 134, 
AASB 137, the 
Framework and 
AASB Practice 
Statement 2 

2018-8 ‘Amendments to Australian Accounting Standards – Right of Use Assets of Not for Profit Entities’ 

This Standard amends AASB 1, AASB 16, AASB 117, AASB 
1049 and AASB 1058 to provide not-for-profit entities a 
temporary option to elect not to apply the fair value initial 
measurement requirements for right-of-use assets arising under 
leases with significantly below-market terms and conditions 
principally to enable the entity to further its objectives. 

Entities that elects to apply this option are required to include 
additional qualitative and quantitative information about such 
leases in their financial statements. This is to enable users to 
understand the effects on the financial position, financial 
performance and cash flows of the entity arising from these 
leases. 

Annual reporting 
periods beginning or 
after 1 January 2019, 
with early application 
permitted provided 
that AASB 1058 is 
also applied at the 
same time. 

AASB 1, AASB 16, 
AASB 117, AASB 
1049 and AASB 
1058 

2019-1 ‘Amendments to Australian Accounting Standards – References to the Conceptual Framework 

This Standard amends Australian Accounting Standards, 
Interpretations and other pronouncements to: 

• reflect the AASB’s issue of the new Conceptual Framework 
for Financial Reporting (new Conceptual Framework)  

• permit other entities to continue using the ‘Framework for the 
Preparation and Presentation of Financial Statements’ 
adopted by the AASB in 2004 and Statement of Accounting 
Concepts SAC 1 ‘Definition of the Reporting Entity’ to 
determine whether they are a reporting entity that needs to 
prepare general purpose financial statements that comply 
with Australian Accounting Standards. 

 

Application of the new Conceptual Framework is presently limited 
to: 

• for-profit private sector entities that have public 
accountability and are required by legislation to comply with 
Australian Accounting Standards; and 

• other for-profit entities that voluntarily elect to apply the 
Conceptual Framework, which would permit compliance with 
Australian Accounting Standards (Tier 1) and International 
Financial Reporting Standards. 

 

Annual reporting 
periods on or after 
1 January 2020, with 
early application 
permitted. 

Various 
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Treasury Publications 

Treasury Circulars – refer to Treasury Website 

TC 18-13 ‘Accounting for Long Service Leave and Annual Leave’ 

TC 18-15 ‘Industrial Relations – Meal, Travelling and other Allowances for 2018–19’ 

TC 18-16 ‘Small Agency Exemption to TPP15-03’ 

TC 18-17 ‘FY18-18 Timetable for Agency Asset Valuations’ 

TC 18-18 ‘Agency Recouping of Merchant Interchange Fees’ 

TC 19-01 ‘Agency Guidelines for the 2018–19 Mandatory Early Close’ 

TC 19-03 ‘Recurrent Expenditure Assurance Framework’ 

TC 19-04 ‘Mandates of options and major policy decisions under Australian Accounting Standards’ 

TC 19-05 ‘Agency guidelines for the 2018–19 Mandatory Annual Returns to Treasury’ 

TC 19-06 ’Financial Statements Disclosures for Machinery of Government Changes’ 

TC 19-07 ‘AASB 15 Revenue from Contracts with Customers and AASB 1058 Income of Not-for-Profit Entities 
Transition Elections’ 

TC 19-09 ‘Notional Salary 2019–20’ 

 

Treasury Policy Papers – refer to Treasury Website 

TPP 18-04 ‘Directors and Officers Indemnity Policy for State Owned Corporations’ 

TPP 18-05 ‘Major Projects Policy for Government Businesses’ 

TPP 18-09 ‘Outcome Budgeting’ 

TPP 19-03 ‘Recurrent Expenditure Assurance Framework’ 

TPP 19-04 ‘Financial Reporting Code for NSW General Government Sector Entities’ 

TPP 19-05 ‘Accounting for Financial Instruments’ 
 

Other pronouncements by oversight bodies 

Public Service Commission Circulars and Guides – refer to Public Service Commission Website 

PSCC 2018-04 ‘Increase in Executive Remuneration of the Statutory and Other Offices Remuneration Tribunal’ 

 

NSW Procurement Board Directions – refer to ProcurePoint Website  

PBD 2018-02 ‘Replacement of the ICT Short Form Contract in the Procure IT Framework’ 

PBD 2018-03 ‘Approved Procurement Arrangements’ 

PBD 2019-01 ‘Engagement of Professional Services Suppliers’ 

PBD 2019-02 ‘Telecommunications Procurement’ 

PBD 2019-03 ‘Access to government construction procurement opportunities by small and medium sized 
enterprises’ 

PBD 2019-04 ‘Approved procurement arrangements’ 
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