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[32 11-3] 33 HIF2|TH $AQIAE 215t AAETY Ea

Chart 1 — Transactions other than Volunteer Services

Transaction (other
than volunteer
services) where
consideration to
Acquire asset is
significantly less than
fair value principally
to enable a not-for-
profit entity to further
its objectives?

(paragraph 1)

Other Standards AASB 1058 applies

apply

For example._
AASH 15 applies if
the consideration is
solely performance

obligations under
an enforceable
contract and

Recognise and measure asset in
accordance with other Austrahan
Accounting Standards (paragraph 8)

+

Recognise related amounts in
accordance with other Australian

sufficiently specific Accounting Standards. for example:

1o enable (a) contributions by owners
determination as to (AASE 1004);
when the (b) revenue or a contract liability
obligations are arising from a contract with a
satisfied customer (AASB 15):

()  alease habulity (AASB 18):
(d4) a financial mstrument (AASB 9}

ar
(e) a provision (AASB 137}

(paragraph 9%

.

Transfer of financial
asset to enable the
_ entity to acquire or
Yes ConSTuCt &
recognisable non-
financial asser
controlled by the
entity? (paragraph 153

r ;Nv

Recognise income as entity satisfies Recognise excess of initial carryving
obligations under the transfer amount of asset over related amounts
(paragraph 16) as income (paragraph 107

A= AASB, AASB 1058, 2016. 12.

AASB 10588 NFP 7]2]0] A1EANE XL} 1 dhe] FAgfolA A4k

& Hsse bt 2 o] BN Gojdor ke 9] 4
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= Ennahmen—/ Ausgabeniiberschuss aus
laufender Tatigkeit (a)

Einnahmen aus Abgdngen von egenstanden
des Anlagevermoens

— Ausgaben fiir Investitionen in das
Anlagevermogen

= Ennahmen—/ Ausgabeniiberschuss aus
Investitionstétigkeit (o)

Einnahmen aus der Finanzierungstitigkeit AEXHS=E0R 0I5t A
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= Einnahmen—/ Ausgabeniiberschuss aus
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Erhohung/Verminderung des
Finanzmitielfonds (d) = (@) + (b) + (C)

+ Finanzmittelfionds am Anfang der periode (e) |+ 7|=2| SZXI(e)

= Finanzmittelfonds am Ende der periode
(f) = (d) + (e)

= KPMG, 2017.
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Note 7 — Net Assets

Net assets consisted of the following at June 30, 2018:

Temporarily
Unrestricted Restricted Total
Board designated $ 27,759 $ - $ 27,759
Unrestricted 211,691 - 211,691
Time restricted - 9,307 9,307
Purpose restricted - 52,863 52,863
Total net assets 5 239,450 $ 62,170 3 301,620

Xt=: FASB ASC 958
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(Not—for—Profit Entities(capitalizationic 958))

Accounting Standards Update 2018-08
Not-for-Profit Entities (capitalizationic 958)
Clarifying the Scope and Accounting Guidance for
Contributions Received and Contributions Made

June 2018

Summary

Why Is the FASB Issuing This Accounting Standards

Update (Update)?

The FASB is issuing this Update to clarify and improve the scope and
the accounting guidance for contributions received and contributions
made, The amendments in this Update should assist entities in (1) evalu-
ating whether transactions should be accounted for as contributions
(nonreciprocal transactions) within the scope of capitalizationic 958,
Not-for-Profit Entities, or as exchange (reciprocal) transactions subject to

other guidance and (2) determining whether a contributionis conditional.

Many stakeholders noted difficulty in characterizing grants and similar
contracts with resource providers as either exchange transactions or con-
tributions and in determining whether a contribution is conditional when
applying the guidance in Subcapitalizationic 958-605, Not-for-Profit Entities
—Revenue Recognition, These challenges, which result in diversity in
practice when applying current generally accepted accounting principles
(GAAP), have been longstanding; however, the amendments in Accounting

Standards Update No. 2014-09, Revenue from Contracts with Customers
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(capitalizationic 606), place an increased focus on the issues because
those amendments add new disclosure requirements and eliminate certain
limited exchange transaction guidance that was previously contained in

Subcapitalizationic 958-605,

Distinguishing between contributions and exchange transactions de-
termines which guidance is applied. For contributions, an entity should
follow the guidance in Subcapitalizationic 958-605, whereas for exchange
transactions, an entity should follow other guidance (for example, capital-

izationic 606, Revenue from Contracts with Customers).

Thus, the accounting may be different depending on the guidance
applied. Diversity in practice occurs for grants and other similar contracts
from various types of resource providers, but it is most prevalent for gov-

ernment grants and contracts,

In addition, once a transaction is deemed to be a contribution, stake-
holders noted that it can be difficult in practice to determine when a con-
tribution is conditional, particularly when an entity receives assets accom-
panied by certain stipulations but with no specified return requirement for
when the stipulations are not met. Diversity also exists in assessments of
whether the likelihood of failing to meet a condition is remote and in
evaluating whether and how remote provisions affect the timing of when
a contribution is recognized. Differences in these conclusions can affect
the timing of revenue recognized. The guidance in Subcapitalizationic
958-605 indicates that if the possibility that a condition will not be met is
remote, a conditional promise to give is considered unconditional, and

contribution revenue is recognized immediately,
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The contribution guidance in Subcapitalizationic 958-605 requires an en-
tity to determine whether a transaction is conditional, which affects the
timing of the revenue recognized, Contributions are recognized immedi-
ately and classified as either net assets with donor restrictions or net as-
sets without donor restrictions, Conditional contributions received are ac-
counted for as a liability or are unrecognized initially, that is, until the
barriers to entitlement are overcome, at which point the transaction is rec-
ognized as unconditional and classified as either net assets with re-

strictions or net assets without restrictions,

Who Is Affected by the Amendments in This Update?

Accounting for contributions is an issue primarily for not-for-profit
(NFP) entities because contributions are a significant source of revenue for
many of those entities, However, the amendments in this Update apply to
all entities, including business entities, that receive or make contributions
of cash and other assets, including promises to give within the scope of
Subcapitalizationic 958-605 and contributions made within the scope of

Subcapitalizationic 720-25, Other Expenses—Contributions Made.

The amendments do not apply to transfers of assets from government
entities to business entities. Contribution revenue may be presented in the
financial statements of an entity using different terms (for example, gift,
grant, donation, or other terms), The term used in the presentation of fi-
nancial statements to label revenue is not a factor for determining wheth-

er an agreement is within the scope of the guidance,

What Are the Main Provisions and Why Would They Be an

Improvement?
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The amendments in this Update clarify and improve current guidance
about whether a transfer of assets (or the reduction, settlement, or can-
cellation of liabilities) is a contribution or an exchange transaction. The
amendments clarify how an entity determines whether a resource provider
is participating in an exchange transaction by evaluating whether the re-
source provider is receiving commensurate value in return for the re-

sources transferred on the basis of the following:

1. A resource provider (including a foundation, a government agency,
or other) is not synonymous with the general public, A benefit re-
ceived by the public as a result of the assets transferred is not

equivalent to commensurate value received by the resource provider.

2. Execution of a resource provider's mission or the positive sentiment
from acting as a donor does not constitute commensurate value re-
ceived by a resource provider for purposes of determining whether

a transfer of assets is a contribution or an exchange.

The amendments in this Update clarify that, consistent with current
GAAP, in instances in which a resource provider is not itself receiving
commensurate value for the resources provided, an entity must determine
whether a transfer of assets represents a payment from a third-party payer
on behalf of an existing exchange transaction between the recipient and
an identified customer, If so, other guidance (for example, capitalizationic

606) applies.

The amendments in this Update require that an entity determine wheth-

er a contribution is conditional on the basis of whether an agreement in-
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cludes a barrier that must be overcome and either a right of return of as-
sets transferred or a right of release of a promisor's obligation to transfer
assets, Either a right of return of the assets transferred or a right of re-
lease of the promisor from its obligation to transfer assets, as described in
the current FASB Accounting Standards Codification® Master Glossary def-
inition of the term donor-imposed condition, must be determinable from
the agreement (or another document referenced in the agreement). The
presence of both a barrier and a right of return or a right of release in-
dicates that a recipient is not entitled to the transferred assets or a future
transfer of assets until it has overcome the barrier(s) in the agreement,
After a contribution has been deemed unconditional, an entity would then
consider whether the contribution is restricted on the basis of the current
definition of the term donorimposed restriction, which includes a consid-
eration of how broad or narrow the purpose of the agreement is, and

whether the resources are available for use only after a specified date,

Indicators are used to guide the assessment of whether an agreement
contains a barrier, Depending on the facts and circumstances, some in-
dicators may be more significant than others, and no single indicator is

determinative, The indicators include:

1. The inclusion of a measurable performance-related barrier or other
measurable barrier, Examples of measurable performance-related bar-
riers include a requirement that indicates that a recipient’s entitle-
ment to transferred assets is contingent upon the achievement of a
certain level of service, an identified number of units of output, or a

specific outcome,
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An example of another measurable barrier is a stipulation that the
recipient is entitled to the assets only upon the occurrence of an

identified event (for example, a matching requirement),

2. The extent to which a stipulation limits discretion by the recipient
on the conduct of an activity. Limited discretion by the recipient is
more specific than the general activity being conducted by the recip-
ient or the time frame in which the contribution must be used.
Examples of limited discretion could include a requirement to follow
specific guidelines about qualifying allowable expenses, a require-
ment to hire specific individuals as part of the workforce conducting

the activity, or a specific protocol that must be adhered to.

3. Whether a stipulation is related to the purpose of the agreement,
This indicator generally excludes administrative tasks and trivial

stipulations.

The amendments in this Update provide a more robust framework to
determine when a transaction should be accounted for as a contribution
under Subcapitalizationic 958- 605 or as an exchange transaction ac-
counted for under other guidance (for example, capitalizationic 606), The
amendments provide additional guidance about how to determine whether
a contribution is conditional. Stakeholders indicated that additional guid-
ance would help reduce diversity in practice and ease the application of
judgment because the current guidance is open to differences in inter-
pretation and can be difficult to apply. The amendments provide for addi-
tional clarifying guidance for the evaluation of such arrangements, result-

ing in greater consistency in application of the guidance, and make the
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accounting for contributions more operable,

The amendments in this Update likely will result in more grants and
contracts being accounted for as either contributions or conditional con-
tributions than observed in practice under current guidance, For this rea-
son, clarifying the guidance about whether a contribution is conditional is
important because such classification affects the timing of contribution rev-
enue and expense recognition. Recipients of conditional promises to give
are required to comply with current disclosure requirements in paragraph

958-310-50-4.

The amendments in this Update amend, for recipients, what is generally
known as the simultaneous release accounting policy option in paragraphs
958-605-45-4A through 45-4B. Specifically, the amendments allow an NFP
to elect that policy option for donor-restricted contributions that were ini-
tially conditional contributions without also having to elect the policy for

other donor-restricted contributions,

The amendments in this Update apply to both resources received by a
recipient and resources given by a resource provider, except for transfers

of assets from government entities to business entities.

When Will the Amendments Be Effective?

The amendments in this Update should be applied on a modified pro-
spective basis. Retrospective application is permitted, Under a modified

prospective basis, in the first set of financial statements following the ef-

194 - SUHRISIAZIE sHAME bl 24



fective date the amendments should be applied to agreements that are ei-

ther:

1. Not completed as of the effective date

2. Entered into after the effective date,

A completed agreement is an agreement for which all the revenue (of
a recipient) or expense (of a resource provider) has been recognized be-
fore the effective date in accordance with current guidance (for example,

capitalizationic 605, capitalizationic 958, or other capitalizationics),

The amendments in this Update should be applied only to the portion
of revenue or expense that has not yet been recognized before the effec-
tive date in accordance with current guidance, No prior-period results
should be restated, and there should be no cumulative-effect adjustment
to the opening balance of net assets or retained earnings at the beginning
of the year of adoption. Under this approach, an entity is required to dis-

close both:

1. The nature of and reason for the accounting change

2. An explanation of the reasons for significant changes in each finan-
cial statement line item in the current annual or interim period re-
sulting from applying the amendments instead of the previous

guidance,

For transactions in which an entity is either a public business entity or

an NFP that has issued, or is a conduit bond obligor for, securities that
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are traded, listed, or quoted on an exchange or an over-the-counter mar-
ket and serves as a resource recipient, the entity should apply the amend-
ments in this Update on contributions received to annual periods begin-
ning after June 15, 2018, including interim periods within those annual
periods. All other entities should apply the amendments for transactions
in which the entity serves as the resource recipient to annual periods be-
ginning after December 15, 2018, and interim periods within annual peri-

ods beginning after December 15, 2019,

For transactions in which an entity is either a public business entity or
an NFP that has issued, or is a conduit bond obligor for, securities that
are traded, listed, or quoted on an exchange or an over-the-counter mar-
ket and serves as a resource provider, the entity should apply the amend-
ments in this Update on contributions made to annual periods beginning
after December 15, 2018, including interim periods within those annual
periods. All other entities should apply the amendments for transactions
in which the entity serves as the resource provider to annual periods be-
ginning after December 15, 2019, and interim periods within annual peri-
ods beginning after December 15, 2020. Early adoption of the amend-

ments is permitted,
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(FRS 102: The Financial Reporting Standard applicable
in the UK and Republic of Ireland)

Scope of this Financial Reporting Standard

1.1

1.2

This FRS applies to financial statements that are intended to give a
true and fair view of a reporting entity’s financial position and prof-

it or loss (or income and expenditure) for a period,

The requirements of this FRS are applicable to public benefit enti-
ties and other

entities, not just to companies. However, those paragraph numbers
prefixed with ‘PBE'shall only be applied by public benefit entities,
and shall not be applied directly, or by analogy, by entities that
are not public benefit entities, other than, when specifically di-
rected, entities within a public benefit entity group. A public bene-
fit entity shall apply all paragraphs prefixed with ‘PBE’ to the extent
that they are relevant and, for those public benefit entities within
the scope of a Statement of Recommended Practice (SORP), their

use is permitted by the applicable SORP.

1.2A An entity applying this FRS must ensure it complies with any rele-

vant legal requirements applicable to it. This FRS does not neces-
sarily contain all legal disclosure requirements, In relation to small
companies (see Section 1A Small Entities) most legal disclosure re-
quirements are included, but, for example, those only relevant

when the financial statements have been audited are not included,
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Basis of preparation of financial statements

1.3 As stated in FRS 100, an entity that is required by the IAS

1.4

1.5

198

Regulation (or other legislation or regulation) to prepare con-
solidated financial statements in accordance with EU-adopted IFRS
must do so. The individual financial statements of such an entity,
or the individual financial statements or consolidated financial state-
ments of any other entity within the scope of FRS 100, must be

prepared in accordance with the following requirements:

(a) If the financial statements are the individual financial statements
of an entity that is eligible to apply FRS 1052, they may be pre-

pared in accordance with that standard.

(b) If the financial statements are those of an entity that is not eligi-
ble to apply FRS 105, or of an entity that is eligible to apply
FRS 105 but chooses not to do so, they must3 be prepared in
accordance with this FRS, EU-adopted IFRS or FRS 1014.

An entity whose ordinary shares or potential ordinary shares are
publicly traded, or that files, or is in the process of filing, its finan-
cial statements with a securities commission or other regulatory or-
ganisation for the purpose of issuing ordinary shares in a public
market, or an entity that chooses to disclose earnings per share,

shall apply IAS 33 Earnings per Share (as adopted in the EU),

An entity whose debt or equity instruments are publicly traded, or

that files, or is in the process of filing, its financial statements with
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a securities commission or other regulatory organisation for the pur-
pose of issuing any class of instruments in a public market, or an
entity that chooses to provide information described as segment in-
formation, shall apply IFRS 8 Operating Segments (as adopted in
the EU). If an entity discloses disaggregated information, but the in-
formation does not comply with the requirements of IFRS 8, it shall

not describe the information as segment information,

1.6 An entity shall apply FRS 103 to:
(a) insurance contracts (including reinsurance contracts) that it issues
and reinsurance contracts that it holds; and
(b) financial instruments with a discretionary participation feature

that it issues,

1.7 When applying IAS 33, IFRS 8 and IFRS 6 Exploration for and
Evaluation of Mineral Resources (see paragraphs 34.11 to 34.11C),
references made to other IFRSs within those standards shall be tak-
en to be references to the relevant section or paragraph in this

FRS.

Application of Statements of Recommended Practice (SORPs)

1.7A Statements of Recommended Practice (SORPs) set out the circum-
stances in which they apply. When a SORP applies, an entity
shall provide the disclosures required by paragraph 6 of FRS 100,

Reduced disclosures for subsidiaries (and ultimate parents)
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1.8

1.9

A qualifying entity (for the purposes of this FRS) which is not a fi-
nancial institution may take advantage in its individual financial

statements of the disclosure exemptions set out in paragraph 1.12,

A qualifying entity (for the purposes of this FRS) which is a finan-
cial institution may take advantage in its individual financial state-
ments of the disclosure exemptions set out in paragraph 1,12, ex-
cept for the disclosure exemptions from Section 11 Basic Financial

Instruments and Section 12 Other Financial Instruments Issues,

1.10 A qualifying entity (for the purposes of this FRS) which is required

1.11

200

to prepare

consolidated financial statements (for example, if the entity is re-
quired by section 399 of the Act to prepare consolidated financial
statements, and is not entitled to any of the exemptions in sec-
tions 400 to 402 of the Act), or which voluntarily chooses to do
so, may not take advantage of the disclosure exemptions set out

in paragraph 1.12 in its consolidated financial statements,

A qualifying entity (for the purposes of this FRS) may take advant-
age of the disclosure exemptions in paragraph 1,12, in accordance

with paragraphs 1.8 to 1.10, provided that:

(a) [Deleted]

(b) Tt otherwise applies the recognition, measurement and dis-
closure requirements of this FRS,

(c) Tt discloses in the notes to its financial statements:

(i) a brief narrative summary of the disclosure exemptions
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adopted; and

(ii) the name of the parent5 of the group in whose con-

solidated financial statements its financial statements are
consolidated, and from where those financial statements

may be obtained.

1.12 A qualifying entity (for the purposes of this FRS) may take advant-

age of the following disclosure exemptions:

(@)
(b)

(©

(d)

(e)

[Deleted]

The requirements of Section 7 Statement of Cash Flows and
paragraph 3.17(d).

The requirements of paragraphs 11.42, 11.44, 11.45, 11.47,
11.48(a)(iii), 11.48(a)(iv), 11.48(b), 11.48(c), 12.26 (in relation
to those cross-referenced paragraphs from which a disclosure
exemption is available), 12.27, 12.29(a), 12.29(b), and 12.29A
provided disclosures equivalent to those required by this FRS
are included in the consolidated financial statements of the
group in which the entity is consolidated.

The requirements of paragraphs 26.18(b), 26.19 to 26.21 and
26,23, provided that for a qualifying entity that is: (i) a sub-
sidiary, the share-based payment arrangement concerns equity
instruments of another group entity; (ii) an ultimate parent, the
share-based payment arrangement concerns its own equity in-
struments and its separate financial statements are presented
alongside the consolidated financial statements of the group;
and, in both cases, provided that the equivalent disclosures re-
quired by this FRS are included in the consolidated financial
statements of the group in which the entity is consolidated.

The requirement of paragraph 33.7.
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1.13 Reference shall be made to the Application Guidance to FRS 100
in deciding whether the consolidated financial statements of the
parent provide disclosures which are equivalent to the require-
ments of this FRS (ie the full requirements of this FRS when not
applying the disclosure exemptions) from which relief is provided

in paragraph 1.12,
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6. FHLtCh BIZ2| B2 AI7 & 22F

The future of not—for—profit accounting standards
(Share your ideas and have an impact)

In developing the SOP, both Boards carefully considered the conceptual
framework underpinning their respective frameworks and critically chal-
lenged the existing accounting principles, some of which were considered
to be inconsistent with the conceptual framework, For example - re-
stricted contributions should be recorded as deferred contributions only as
long as they meet the conceptual definition of a liability,

The SOP is the first step in the process to amend the NFPO accounting
standards and it is a preliminary document in advance of the issuance of
formal exposure drafts issued by the AcSB and the PSAB. The Boards are
seeking input at this stage and the results of the input will be critical to

the content of the future exposure drafts of proposed accounting changes.

The principles fall into the following categories:

Contributions

Tangible capital assets

Intangible assets

Tangible and intangible capital assets (“size exemption”)
Controlled and related entities

Financial statement presentation

Works of art, historical treasures and similar items

What is a not—for—profit organization?

A not-for-profit organization is an entity, normally without transferable
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ownership interests, organized and operated exclusively for social, educa-

tional, professional, religious, health, charitable or any other not-for-profit

purpose,

What is a public sector organization?

Public sector organizations include federal, provincial, territorial, local
governments, government organizations, government partnerships and

school boards that are controlled by the government.

Where do not—for—profit organizations look for their reporting
standards?

Private Sector NFPO

Accounting Standards for Not-for-Profit Organizations (Part TII of the
CICA Handbook) and Accounting Standards for Private Enterprises (Part 11
of the CICA Handbook) to the extent capitalizationics are not addressed

in Part III,

Public Sector NFPO

Public Sector Accounting (PSA Handbook) either with or without the

Public Sector (PS) 4200 series,

It’'s important to remember that the principles are proposing changes to
Part III of the CICA Handbook and the PS 4200 series. The principles do
not propose any direct changes to the PSA Handbook. As such, it would
seem that the principles will not directly affect a public sector

not-for-profit organization that does not follow the 4200 series. Some of
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the principles are not proposing changes at all but simply reinforcing the
fact that the AcSB and PSAB Boards believe that no changes should be
made and that the current guidance should remain in place. Whether a
particular principle would represent a change to your organization de-
pends on your starting place and whether you are a public or a private

sector not-for-profit organization.

The principles outlined in each of the various sections below have

been reproduced directly from the SOP,

Contributions Principle 1

An NFPO should recognize a contribution as an asset (a receivable)
when it has control of the contribution, when it would exercise that con-
trol if necessary, and when it can reasonably estimate the amount to be

received,

Contributions Principle 2

An NFPO should recognize a contribution as revenue when the con-
tribution is received or receivable in accordance with Principle 1, except
when, and to the extent, the contribution gives rise to an obligation that

meets the definition of a liability,

Contributions Principle 3

When a contribution’s stipulations have given rise to an obligation that
meets the definition of a liability, an equivalent amount of revenue should
be recognized as the liability is settled. Revenue recognition should occur

in a manner consistent with the circumstances and the evidence used to
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support the initial recognition of the liability,

Contributions Principle 4

An NFPO may choose to recognize contributions of materials and serv-

ices at fair value when a fair value can be reasonably estimated,

206 © BAHRISAPY|ZE sQIAl Hlm 24



7. 2F HIF2|EH2[A7|ZE H-7HEe] 2-E 29

(Not—For—Profit Financial Reporting)

Not-for-profit entities (NFPs) registered with the Australian Charities and
Not-for-profits Commission (ACNC) are required to prepare financial state-
ments that comply with Australian Accounting Standards. Although the
ACNC will, for certain types of charities, continue providing transitional
relief and accept financial reports lodged with other relevant state and ter-
ritory regulators, the ACNC is undertaking a streamlining process so that
over time, these charities will need to follow Australian Accounting

Standards,

While Australian Accounting Standards are essentially written for appli-
cation by for-profit entities, there are requirements within standards that
are written specifically for NFPs, as well as standards written specifically
for NFPs, such as the new income recognition standard, AASB 1058

Income Not-for-Profit Entities,

BDO Australia has a large technical accounting division that is able to
assist you with challenges you may face when implementing new stand-

ards applicable to your entity (outlined below).

Not—for—Profit Entites — AASB 1058

AASB 1058 clarifies and simplifies the income recognition requirements
that apply to not-for-profit (NFP) entities, in conjunction with AASB 15
Revenue from Contracts with Customers, These two standards supersede

all the income recognition requirements relating to private sector NFP en-
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tities, and the majority of income recognition requirements relating to

public sector NFP entities, previously in AASB 1004 Contributions.

NFP entities should use the following decision tree to determine wheth-
er ‘income’ is recognised under the new income recognition standard,
AASB 1058 Income of Not-for-Profit Entities, or the new revenue standard,

AASB 15 Revenue from Contracts with Customers.

AASB 1058 applies when a NFP entity receives volunteer services or en-
ters into other transactions where the consideration to acquire an asset is
significantly less than the fair value of the asset principally to enable the
entity to further its objectives. In the latter case, the entity recognises and
measures the asset at fair value in accordance with the applicable
Australian Accounting Standard (e.g. AASB 116 Property, Plant and

Equipment),

The requirements of AASB 1058 more closely reflect the economic real-
ity of NFP entity transactions that are not contracts with customers, The
timing of income recognition depends on whether such a transaction
gives rise to a liability or other performance obligation (a promise to
transfer a good or service), or a contribution by owners, related to an as-

set (such as cash or another asset) received by an entity,

Application date of AASB 1058 for NFP entities

AASB 1058 applies to annual reporting periods beginning on or after 1
January 2019, Earlier application is permitted, provided entities also apply

AASB 15 Revenue from Contracts with Customers to the same period,
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New leases standard — AASB 16 Leases

For lessees, the new standard does away with the current operat-
ing/finance lease distinction, requiring lessees to recognise all but the low-
est value leases on the balance sheet as a right-of-use asset and a corre-
sponding lease liability. The operating lease rental expense will be replaced

by an amortisation charge for the right of use asset and a finance cost.

While there are currently exceptions for recognising ‘peppercorn leases’
on the balance sheet of NFPs, many NFPs do have significant leases, and

also need to consider the existence of ‘undocumented leases’.

Effective Date - Mandatory for periods beginning on or after 1 January
2019. For most Australian NFPs, the first reporting period is the year end-
ing 30 June 2020.

Discontinuation of project: Definition of not—for—profit entity

In June 2019, the AASB issued Exposure Draft ED 291 Not-For-Profit
Entity Definition and Guidance proposing to replace the current
‘not-for-profit entity’ definition in Australian Accounting Standards with the

definition used for public benefit entities in New Zealand.

At its April 2021 meeting, the AASB decided to discontinue this project.
The Board decided to retain the current ‘not-for-profit entity’ definition in
Australian Accounting Standards which is defined as an entity whose prin-

cipal objective is not the generation of profit,

The Board recognised that while the majority of the respondents to ED

2= - 209



291 showed support for the proposals, many raised reservations about the
clarity of the implementation guidance, the level of judgement required
and the expected transition effort and cost for some entities.
Acknowledging these concerns, the Board concluded that the potential
benefits of the proposals are unlikely to justify the cost of their

implementation,

More information: AASB Action Alert (April 2021).

AASB Not-for-profit financial reporting framework project

In June 2019, the AASB issued Exposure Draft ED 291 Not-For-Profit
Entity Definition and Guidance proposing to replace the current
‘not-for-profit entity’ definition in Australian Accounting Standards with the

definition used for public benefit entities in New Zealand.

At its June 2021 meeting, the AASB continued its deliberations on the
development of a discussion paper and made decisions on the form and

content of Tier 3 reporting requirements for NFP private sector entities.

Setting Tier 3 requirements in the context of Australian Accounting

Standards

The Board is currently still in the process of forming a view on wheth-
er the primary objective of Tier 3 reporting requirements should be to
simplify accounting requirements or to facilitate comparability between

Tier 3 NFP private sector entities.

The AASB has decided to propose developing Tier 3 reporting require-
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ments as a single stand-alone pronouncement that will be tailored to NFP
private sector entities of the size contemplated by the Board for Tier 3

entities (revenue between $0.5m- $3m).

As decided in April 2021 the Tier 3 accounting requirements are subject

to the following principles:

Tier 3 financial statements would be GPFS, and are being developed as
a proportionate response to the costs incurred by certain entities whilst

meeting the needs of the users of the financial statements

In developing accounting requirements the aim is to maximise leverag-
ing information that management uses to make decisions about the en-

tity’s operations,

Accounting for controlled entities

The Board also made some decisions around the accounting for con-

trolled entities for Tier 3 NFP entities, The key decisions are:

Not to develop any specific guidance or criteria on identifying controlled
entities and make any amendments to the “control” principle set out in
AASB 10 Consolidated Financial Statements for Tier 3 reporting requirements
as the forthcoming postimplementation review of Appendix E of AASB 10 is

expected to address the application of this principle for NFP entities

Entities preparing Tier 3 GPFS are allowed the choice of presenting ei-

ther:
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Consolidated financial statements that consolidate all of its controlled
entities, as specified by AASB 10, or Separate financial statements as its

only financial statements,

In addition, where an entity presents separate financial statements as its
only financial statements, it shall also disclose of its ‘significant relation-
ships’ (definition to be discussed by the AASB in future) to provide users
of the financial statements with information on the other entities that
could significantly affect the entity's future financial position or

performance.

More information:

AASB Action Alert (June 2021)

NFP Private Sector Financial Reporting project summary April
2021

Post—implementation review of AASB 1058 Income of
Not—for—Profit Entities

The Board decided to add a narrow-scope project to its work program
to consider implementation issues raised by NFP sector stakeholders dur-
ing targeted outreach regarding AASB 15 Revenue from Contracts with
Customers and AASB 1058. This project is expected to commence in 2022

and the issues to be addressed in the project will be considered further at

a future meeting.

More information: AASB Action Alert (June 2021)

Tier 2 disclosure amendments
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The AASB decided to issue an Exposure Draft proposing amendments
to AASB 1060 General Purpose Financial Statements - Simplified
Disclosures for For-Profit and Not-for-Profit Tier 2 Entities and other do-
mestic Standards that would require entities to disclose material account-
ing policy information rather than significant accounting policies. The

Exposure Draft will be issued shortly with a 60-day comment period.

More information: AASB Action Alert (June 2021)

Regulatory update
ACNC legislative review: Announcement of new ACNC thresholds and

additional financial reporting obligations

ACNC thresholds

In February 2021, the Treasury issued a consultation paper seeking
views on increasing financial reporting thresholds for Australian Charities

and Not for profits Commission (ACNC)-registered charities.

On 30 June 2021, the Council on Federal Financial Relations has an-
nounced the revised financial reporting thresholds for charities registered
with the ACNC which is effective for the 2021-22 financial years onwards
in the 2022 and later Annual Information Statements subject to the rele-

vant legislation being passed.

Key management personnel and related party transactions disclosures

In addition to the change in thresholds above, further key financial re-

porting changes relate to amendments to disclosure requirements for
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ACNC registered entities.

These new disclosure requirements include:

For the 2021-2022 financial year onwards, large registered entities are
required to disclose the remuneration paid to responsible persons and se-
nior executives on an aggregated basis. This disclosure will only be re-
quired for entities with two or more key management personnel to ac-

commodate privacy concerns

For the 2022-2023 financial year onwards, registered entities are re-
quired to disclose related party transactions, This was done for the pur-
pose of increased transparency of transactions with related people or or-

ganisations that pose a higher risk of conflicts of interest.

More information:

Revised financial reporting thresholds for charities registered with the

ACNC - media release 30 June 2021

Increasing financial reporting thresholds for ACNC registered charities

consultation paper February 2021

ACNC best practice guidance on financial report disclosures

The ACNC has released ‘best practice’ guidance to encourage charities
to provide better information for users of their financial reports to under-

stand the source and amounts of government revenue,
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The ACNC provides the following three recommended disclosures of

government funding in a charity’s annual financial report:

Where a charity receives 10% or more of its total revenue from govern-
ment (including grants), it should disclose the following information about

the sources of its government revenue:

The total revenue it received by each level of government

The names of each government department which provided revenue

(up to 10), including the amount received from each

The revenue received from directly selling goods or services or deliver-
ing programs to beneficiaries if the revenue, although not directly re-
ceived from government, is ultimately funded by government. For exam-
ple, National Disability Insurance Scheme (NDIS) payments or home and

community care services

For a charity dependent on government for significant revenue or finan-
cial support, the charity should include an economic dependency note in

its financial statements

For a charity that prepares special purpose financial statements and
does not make the disclosures required by AASB 15 and AASB 1058, the
ACNC recommend disclosing funding from government that has been re-

ceived but not yet recognised as revenue,

22 - 215



More information: ACNC best practice guidance

Emerging technical issues

Cloud computing arrangements

New guidance on accounting for cloud computing arrangements is in

place and needs to be taken into account in the current reporting season.

In April 2021, the IFRS Interpretations Committee (IFRIC®) published
an agenda decision that deals specifically with configuration and custom-
isation costs incurred in implementing Software-as-a-Service (SaaS)
arrangements, They concluded that the majority of these costs need to be
expensed, with only limited scope for capitalisation in certain circumstances.
This follows from a previous decision in March 2019 that SaaS arrange-
ments are likely to be service arrangements, rather than intangible or

leased assets.

The IFRIC's conclusions are expected to change current accounting
practice and may have a significant impact on many financial reporting
entities, in both the private and public sectors, irrespective of size and
industry, Where a change in accounting policy is required resulting from
the agenda decisions, comparative financial information will need to be
retrospectively restated to derecognise previously capitalised costs, where
material, in accordance with AASB 108 Accounting Policies, Changes in

Accounting Estimates and Errors,
We have published a new edition of our Clarity publication Software-

as-a-Service arrangements, providing more analysis and background to this

important issue,
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