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Forewor d

The Australian Heads of Treasuries Accounting and Reporting Advisory Committee
(HoTARAC) is an intergovernmeantal committee that advises Australian Heads of Treasuries
on accounting and reporting issues’,

HoTARAC advocates and provides input to the development of high-guality accounting
standards to ensure Public Sector financial reporting enhances accountability and meats
user neads and public interests. As such, HoTARAC works closely with standard setters —
including the Australian Accounting Standards Board (AASE) — to ensure accounting
standards meet those objectives.

On behalf of HoTARAC, | thank the AASE for the work they've undertaken to clearly identify
the differences between Australian Accounting Standards based on International Financial
Reporting Standards and the International Public Sector Accounting Standards, We are
pleased that the AASE is responding to our feedback to the review of IFRS adoption, which
indicated that some areas of existing standards require further modification, explanation or
specific guidance for the public sector to improve the preparation and usefulness of public
sector entity financial statements.

This report is a welcome first step for further discussion and informed debate with regard to
what — if any — additional not-for-profit (NFP) modifications to the existing Standards are
required,

We look forward to working with the AASB on this project as it progresses, along with their
other key projects on improving the Financial Reporting Framework and the Reduced
Disclosure Regime.

vid Micol
CHAIR
HEADS OF TREASURIES ACCOUNTING AND REPORTING ADVISORY COMMITTEE

' The Committee is comprised of the senicr accounting policy representatives from all
Australian States, Territories and the Australian Government.
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INTRODUCTION

Background

Consistent with the AASBO Strategy’, a key feature of the Australian Accounting Standards

Boardd pronouncements (AASBs)i s t hat the I nternational Accoun:
(IASB) Financial Reporting pronouncements (IFRSs) and transaction-neutrality are used as a

starting point, then modified to address as necessary:

A user needs

A prevalence and magnitude of issues specific to the not-for-profit (NFP) sector
A NFP application issues

A undue cost or effort considerations.

Like transactions and events should be accounted for in a like manner, for all types of
entities, to reflect their economic substance (ie transaction neutrality) unless there is a
compelling reason not to do so.

Modifications are made to IFRSs by:

A amending, adding or deleting a scoping, definition, recognition, measurement,
presentation or disclosure requirementby way of O0Aus®6 paragraphs, o

A adding NFP-specific guidance by way of Appendix or specific examples?.

The AASB also considers International Public Sector Accounting Standards (IPSASSs) issued
by the International Public Sector Accounting Standards Board (IPSASB) when developing
pronouncements, irrespective of whether there is a corresponding IFRS.?

Feedback received from NFP sector stakeholders identified in AASB Research Report

No 4: Review of Adoption of International Financial Reporting Standards in Australia
(2017)* suggested more modifications to IFRSs as adopted in Australia and further guidance
material might be warranted for the NFP sector. That research however, was not designed to
obtain detailed feedback on what further modifications are needed and which AASBs should
be amended for that sector.

1 AASB Strategy 2015-2019 (page 1) states: d. Use IFRS and transaction-neutrality as a starting point, taking into
account cost/benefit considerations and user needsd
2 See AASB Staff Paper: Modifications to Australian Accounting Standards for Not-for-Profit Entities (2017)

www.aasb.gov.au/admin/file/content102/c3/AASB_Staff Paper_Modification_to%20Australian_Accounting_Standards
for NFP_Entities.pdf
3 Paragraph 37 of AASB Policies and Processes (March 2011) states:
AThe AASB contributes to the technical agenda and processes
of IPSASs on the basis that IPSASs are expected, in due course, to become the most relevant and appropriate
Standards for public sector not-for-profit entities. The AASB is pursuing this aspiration on the grounds that the

IPSASB will:
(a) continue to base IPSASs on IFRSs, departing from IFRSs only to the extent appropriate for public sector
issues; and
(b) develophigh-qual ity Standards on topics affecting the public se
4 See www.aasb.gov.au/admin/file/content102/c3/AASB_Review_of IFRS_research report_03-17.pdf
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Report objective

The objective of this Report is:

A to provide a snapshot as at 1 May 2017 of the differences betweent he AASBO& s
pronouncements (AASBs)andt h e | P rardBhéements (IPSASs), primarily by
comparing each AASB with its corresponding IPSAS; and

to use that snapshot as the basis for:

A a conversation with stakeholders about whether amendments to AASBs are needed,
including whether more guidance needs to be developed for the NFP sector; and

A a better informed broader debate about whether i and if so how i IPSASs should be
adopted for NFP accounting in Australia.

Why compare AASBs with | PSASs?

S

Analysis of differences between AASBs and corresponding international NFP sector
pronouncements is useful as a basis for gaining a better understanding of the need for
further amendments to AASBs and to inform stakeholders for further discussion and
consultation.

The IPSASB is the international independent board that develops IPSASs for use by
governments and other public sector entities around the world. Accordingly, comparison of
AASBs with IPSASs is particularly relevant for the public sector.

Furthermore, as IPSASB has converged with most of the IFRSs by modifying them 7 for
example, by providing additional (and sometimes different) principles and guidance to
address NFP-specific issues® i in many instances they are relevant to the NFP private
sector.

In addition, the New Zealand public benefit entity frameworks for both the public and private
sectors are based on IPSASs.

Scope of the compari son

What we included

The bulk of this Report is contained in Appendix 1, which provides the comparison of the
latest version of each AASB (as amended, as if it has been adopted in full) as at 1 May 2017,
relative to the latest version of its corresponding accrual-based IPSAS (as amended, is if it
has been adopted in full).

Comparisons pertinent to AASB Interpretations are either incorporated into a comparison of
an AASB Standard with its corresponding IPSASB Standard (IPSASB has not issued any
separate IPSAS Interpretations), where they are related by topic, or as a separate high-level
comparison in its own right.

Comparisons are generally made on a detailed paragraph-by-paragraph basis unless the
differences are so substantive that a high-level comparison is more appropriate.

5 The IPSASB develops accrual-based IPSASs to address public sector financial reporting issues by:
addressing public sector financial reporting issues that have not been comprehensively or appropriately
dealt with in existing IFRSs or for which there is no related IFRS; and
developing IPSASs that are converged with IFRSs by adapting them to the public sector context.
See the IPSASB Policy Paper Process for Reviewing and Modifying IASB Documents (October 2008), particularly the
Introduction.
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Some AASBSs, such as AASB 9 Financial Instruments, AASB 15 Revenue from Contracts
with Customers and AASB 16 Leases are not yet effective for an extended period®, but can
be early adopted. Detailed comparisons for the superseded AASBs are not provided.
Instead, a footnote is included in the high-level comparisons relating to some of the new
AASBs to provide an overview of how the superseded AASBs compare with the current
IPSASs (because, in these cases, the superseded AASBs and the current IPSASs are based
on the same superseded IFRSS).

What we excluded

The scope of comparisons made in Appendix 1 of this Report exclude or make only cursory
reference to:

A AASBs that are not applicable to NFPs and have no corresponding IPSASSs, such as
AASB 120 Accounting for Government Grants and Disclosure of Government Assistance,
AASB 133 Earnings per Share and AASB 1039 Concise Financial Reports

A superseded AASBs or replaced AASB requirements (including any related
Interpretations), such as AASB 111 Construction Contracts, AASB 117 Leases,
AASB 118 Revenue and AASB 139 Financial Instruments: Recognition and
Measurement’

A imminent AASBs (and IPSASS), such as anticipated AASB 1059 Service Concession
Arrangements: Grantors®, AASB 17 Insurance Contracts and the Revised AASB
Conceptual Framework (comparisons of each of these with their corresponding IPSAS
will be undertaken in due course)

A requirements in AASBs that are not relevant to the objective of this Report, including:

0 transitional requirements that will not have an impact once the Standards to which
they relate are fully implemented, such as AASB 1057 Application of Australian
Accounting Standards and any transitional provisions included in individual
pronouncements

0 AASB 1048 Interpretation of Standards, whichi s mer el y a &éser vi
effect to AASB Interpretations (however, as noted above, each applicable AASB
Interpretation is included within the scope of this Report).

How we made the comparisons

Each AASB and its corresponding IPSAS were compared for the purpose of identifying their
different requirements. The comparison tables in Appendix 1 to this Report (set out in AASB
Standard numerical order and then in Interpretation numerical order) highlight the differences
and provide an assessment of the expected or potential impact of those differences in
practice for each relevant AASB.

At the end of each comparisontableinAppendi x 1 we provide an
expressing our view as to whether and if so how we suggest the AASB could address the
identified substantive differences.

6 Their application dates are as follows:
AASB 9 applies to annual reporting periods beginning on or after 1 January 2018
AASB 15, for not-for-profit entities, applies to annual reporting periods beginning on or after 1 January 2019
AASB 16 applies to annual reporting periods beginning on or after 1 January 2019.

7 AASB 139 requirements have been replaced by AASB 9 Financial Instruments, except for the hedge accounting
requirements, which are retained in AASB 139 as a limited alternative to the new hedge accounting requirements in
AASB 9.
8 Therefore, IPSAS 32 Service Concession Arrangements: Grantor is also excluded from this Report.
8
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The following approach was taken:

A Significant wording differences i including additional guidance i have been included
regardless of whether our ultimate assessment was that the differences would not be
significant in practice. This was often the case where an IPSAS has additional NFP public
sector guidance/examples that do not change the fundamental accounting.

A Substantive Aus paragraphs applicable to NFPs have been included even where there is
no assessed difference between those Aus paragraphs and IPSAS requirements. (See
also the AASB Staff Paper: Modifications to Australian Accounting Standards for Not-for-
Profit Entities (2017)).

A If, after analysis, an apparent difference could or would be expected to arise in practice, it
is highlighted in yellow under the heading 6Co
terminology has been used to convey judgement about the practical impact of the
differences. Fore x amp |l e, graduating phrases | ike &écoul d
give rise to a differenced and o6éwill give rise

A In making overall judgements about the significance of the differences in relation to
particular AASBSs, differences in presentation and disclosures were regarded as relatively
less significant than differences in scope, definitions, recognition and measurement.

A Differences arising from the varying constituent bases of the AASB and IPSASB and their
experiences with accrual accounting i and the fact AASB expresses its pronouncements
within the context of a single jurisdiction i are considered in determining the practical
impact. For example, differences in recognition requirements for heritage assets
contained in AASB 116 Property, Plant and Equipment compared with IPSAS 17
Property, Plant, and Equipment are significant differences in the context of accounting for
heritage assets. Heritage assets however, are not expected to be material for most NFP
entities in Australia.

A Some differences are referred to in a number of comparison tables due to their pervasive
nature. For example, AASB 5 Non-current Assets Held for Sale and Discontinued
Operations has no corresponding IPSAS, resulting in differences being identified in the
high-level comparison of AASB 5 and IPSASs as well as in, for example, the detailed
comparison of AASB 116 Property, Plant and Equipment and IPSAS 17 Property, Plant,
and Equipment. Furthermore, the implications of AASB 1049 Whole of Government and
General Government Sector Financial Reporting, and the differences between AASB 13
Fair Value Measurement and various IPSASs that include fair value measurement
requirements are identified in a number of comparison tables.

A Differences in defined terms pertinent to particular pronouncements are in the detailed
comparisons relating to those pronouncements. Some pervasive differences in defined
terms however, are summarised in a Comparison of Definitions of General Terms rather
than in the detailed comparisons.

In analysing the comparisons, the AASBs and IPSASs can be categorised as shown in
Table 1.
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Table 1: Categories of Pronouncements.

Type of
comparison
provided in Number of Number of
Appendix 1 of AASB AASB
Category this Report Standards Interpretations9
A | AASBs and IPSASs based on the same Detailed 21 3
version of IFRSs™
B | AASBs based on a more recent version of High-level 9 0
IFRSs than IPSASs
C  AASBs and IPSASs addressing the same Detailed 5 1
topic, but one or both are not based on IFRSs
D | AASBs based on IFRSs with no High-level 10 15
corresponding IPSASs
E | AASBs not based on IFRSs, with no High-level 2 7
corresponding IPSASs
F | IPSASs with no corresponding AASBs or High-level - -
IFRSs™
G  AASBs applicable to NFP public sector None 4 0

entities but not pertinent to this Report

The most promising areas that could point towards potential improvements to AASBs are
some of the differences identified in relation to some of the AASBs in Categories A and C
and in relation to the IPSASs in Category F, as noted in Our findings section below.

Limitations on use

Some caveats:

1. Developing the comparisons involved judgement i none of the explicit or implicit
judgements reflected in this Report are authoritative.

2. Best endeavours were made to identify all differences between AASBs and IPSASS,
however some differences may have been inadvertently understated or overstated.

3. The fact that differences have not been identified in some comparisons does not
necessarily imply both the AASB and IPSAS could not be improved. This Report does
not identify or address those potential improvements.

4. Feedback on any errors or omissions in the details of the comparisons is welcome,
particularly from practitioners i see the Feedback sought section below.

10

11

For the purpose of Table
Irrespective of their Category, they may be compared in detailed or at a high-level in Appendix 1. For example, in
some cases, Interpretations and corresponding IPSASs are based on the same version of IFRSs (ie Category A) but
are not compared in detail (eg Interpretation 16 Hedges of a Net Investment in a Foreign Operation).
For the purpose of this Report, an AASB and an IPSAS are regarded as being based on the same version of an IFRS
(Category A) even if the AASB includes amendments made to the IFRS that the IPSASB has not yet considered for
inclusion in the corresponding IPSAS. An AASB and an IPSAS are regarded as being based on different versions of
an IFRS (Category B) where the AASB is based on an IFRS and the IPSAS is based on a superseded version of that

IFRS.

1,

Interpretations

ar e

grouped

There are three IPSASB Recommended Practice Guidelines with no corresponding AASBs (or IFRSs). See Table 2

Summary of findings.

10
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There is a high degree of consistency between AASBs and IPSASs. However, there are
several significant differences, some of which point toward possible improvements the AASB
could consider making to certain AASBSs, as described below and identified in Table 2.

Table 2 provides an overview of our assessment for each AASB as to the extent to which we
think the differences between it and its corresponding IPSAS that are pertinent to this Report
would have an impact in practice (on a scale of Low, Medium, High). We have summarised
our preliminary view on whether we think the identified differences provide a basis or trigger
for the AASB to consider improvements to individual AASBs and the priorities each should
be given (on a scale of 1 = high priority, 2 = medium priority, 3 = low priority, 4 = contribute
to/await IPSASB deliberations, X = no priority is evident).

Differences that point towards AASB improvements

IPSASs that might address issues more appropriately

Some of the differences could be considered by the AASB as a basis for improving AASBs.
These include, in order of priority (depicted as priority Level 1 in Table 2):

Public sector To address some of the differences between AASB 3 Business Combinations
combinations and IPSAS 40 Public Sector Combinations, particularly in relation to
amalgamations.

Although the IASB has a project on business combinations under common
control that is expected to address some of the issues faced by NFP sector
entities in Australia, IPSAS4 06 s gui dance on amal gam
additional circumstances. At its May 2017 meeting the AASB decided to
consider IPSAS 40 as part of its consideration of the IASB project.

Disaggregated To address some of the differences between AASB 1052 Disaggregated
disclosures Disclosures and IPSAS 18 Segment Reporting.

AASB 1052 applies to only a limited range of entities T local governments and
government departments. Although issued in December 2007, it was derived
from requirements carried over substantially unamended from the relevant
requirements that were originally in now superseded AAS 27 Financial
Reporting by Local Governments (issued June 1996) and AAS 29 Financial
Reporting by Government Departments (issued October 1996). In contrast,
IPSAS 18 was issued in June 2002 and was based on IAS 14 Segment
Reporting.Par agraph BC5 of AASB 1052 indi
review the requirements in AASB 1052. It would be timely to initiate such a

review.
The definition of To address some of the differences between AASB 1004
6contri but Contributions/AASB 1058 Income of Not-for-Profit Entities/Interpretation 1038
owner so Contributions by Owners Made to Wholly-Owned Public Sector Entities and

IPSAS 23 Revenue from Non-Exchange Transactions.

These AASBs would be expected to give rise to less equity recognition
compared with IPSAS 23. This is because IPSAS 23 takes a more substance-
over-form approach in identifying contributions by owners. Furthermore, the
6ownership contri but i dhefdnceptelfFramewbrk forn
General Purpose Financial Reporting by Public Sector Entities is significantly

12 In its submission during the | PSASBO6s dedsédbread gualifieslsuppolt eadi ng t c
for classifying certain public sector combinations as amalgamations and accounting for them using the modified
pooling of interests method (AASB submission to IPSASB ED 60 Public Sector Combinations [30 June 2016]).
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Public sector
combinations

To address some of the differences between AASB 3 Business Combinations
and IPSAS 40 Public Sector Combinations, particularly in relation to
amalgamations.

Although the IASB has a project on business combinations under common
control that is expected to address some of the issues faced by NFP sector
entities in Australia, IPSAS4006s gui dance on amal gam
additional circumstances.™ At its May 2017 meeting the AASB decided to
consider IPSAS 40 as part of its consideration of the IASB project.

broader than the definition in AASBs
ownership contributions might be appropriate in the Australian context.

At its May 2017 meeting the AASB decided to consider the definition of
contributions by owners as part of its project on assessing the NFP
modifications required to the updated IASB Conceptual Framework.

The effect
predetermined
activities might
have on
assessments of
control

To address a difference between AASB 10 Consolidated Financial Statements
and IPSAS 35 Consolidated Financial Statements.

Compared with AASB 10, IPSAS 35 makes more explicit reference to control in
the case of an entity established with predetermined activities. Furthermore, the
New Zealand External Reporting Board (NZXRB) decided to provide more
guidance on the relationship between predetermined activities and control in its
Standard PBE IPSAS 35 Consolidated Financial Statements. The AASB should
consider the suitability of the IPSASB and/or NZXRB approach to
predetermined activities for the Australian NFP sector.

AASBs due for review

AASB also has some requirements that are due for review from a NFP perspective. These
could serve as a trigger for the AASB to consider improvements to certain AASBS. In
particular (depicted as priority Levels 1, 2 or 3 in Table 1):

AASB 1049 Whole
of Government and
General
Government Sector
Financial Reporting

AASB 13 Fair
Value
Measurement

AASB 1050
Administered Items

AASB 1055
Budgetary
Reporting

The AASB has considered a project plan for a post-implementation review of
AASB 1049, particularly in light of the Australian Bureau of Statistics
Government Finance Statistics Manual (ABS GFS Manual) having been recently
revised and feedback the AASB received on Invitation to Comment (ITC) 34
AASB Agenda Consultation 2017-2019a bout AASB 104 d9ohs i
costs and its usefulness for users. A possible source for identifying
improvements to AASB 1049 might be IPSAS 22 Disclosure of Financial
Information about the General Government Sector. At its May 2017 meeting the
AASB decided to obtain an independent review of the costs and benefits of
AASB 1049.

While some constituents who participated in the AASB agenda consultation and
IFRS review project were critical of AASB 13 they are seeking further guidance
rather than a shift away from fundamentals. At its May 2017 meeting the AASB
decided to add this project to its work plan.

Although this Standard was issued in December 2007, the requirements are
substantially unchanged from when they were originally located in the now
superseded AAS 29 (originally issued October 1996). The basis for conclusions

to AASB 1050 (paragraphBC5) i ndi cates the AASBO6sS
requirements in AASB 1050. It would be timely to initiate such a review.

AASB 1055 is only applicable to whole of governments, general government
sectors (GGSs) and NFP entities within GGSs. At the time AASB 1055 was
issued, the AASB decided not to expand the scope of the budgetary reporting
requirements to a broader range of public sector entities, eg local governments
or NFP entities controlled by government outside GGSs. The AASB noted it
could in the future, as a separate project, address budgetary reporting
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requirements of a broader range of public sector entities (see paragraph BC9 of
AASB1055) . I't would be timely to init.i
Reporting Framework project.

IPSASs that address issues not yet addressed by the AASB

IPSASB has guidance that is not specifically addressed by the AASB. This could be
considered by the AASB as a trigger or basis for considering the issues in an Australian
context. These are, in priority order (depicted as priority Levels 1 or 3 in Table 1):

A RPG 3 Reporting Service Performance Information (the AASB is already undertaking a
project on service performance reporting, which is being informed by RPG 3).

A RPG 1Reportingonthelong-Ter m Sustainability. of an Entitya
A RPG 2 Financial Statement Discussion and Analysis.

Current and future IPSASB projects

Further differences are the subject of current or future IPSASB projects. Accordingly, the
AASB should monitor and patrticipate in the related IPSASB projects and consider
incorporating any IPSASB decisions into the following AASBs in due course (depicted as
priority Level 4 in Table 1):

AASB 137 Provisions, IPSASB is undertaking a project on social benefits, for which an Exposure
Contingent Liabilities and | Draft is scheduled for mid-2017.

Contingent Assets,
particularly in relation to
social benefit obligations

AASB 9 Financial IPSASB is undertaking a project on public sector specific financial
Instruments, particularly instruments, for which an Exposure Draft is scheduled in late 2017. It

in relation to public sector | might also help resolve, or provide a trigger for resolving, some

specific financial differences relating to AASB 132 Financial Instruments: Presentation and
instruments IPSAS 28 Financial Instruments: Presentation, including those relating to
financial guarantees issued by NFP public sector entities and the
treatment of non-contractual receivables arising from statutory
requirements.

AASB 116 Property, Plant = IPSASB is undertaking a project on heritage, for which an Exposure Draft
and Equipment and is scheduled for mid-2018.

AASB 138 Intangible
Assets, particularly in
relation to heritage assets

AASB 1058 Income of IPSASB is undertaking projects on revenue and non-exchange expenses,
Not-for-Profit Entities for which Exposure Drafts are scheduled for late 2018.
AASB 5 Non-current The IPSASB has identified some NFP public sector specific issues (as

Assets Held for Sale and | summarised in the high-level comparison of AASB 5 and IPSASs in
Discontinued Operations | Appendix 1 of this Report) that are not explicitly addressed in AASB 5.
The IPSASB might initiate a project on this topic in due course.

Differences that do not point towards AASB improvements

It would not be appropriate for the AASB to remove the vast majority of the current
differences, identified in Appendix 1 of this Report, by aligning with IPSASs. This is so where,
broadly:

A IPSASs are based on older versions of IFRSs (Category B in Table 1)
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A there are no IPSASs that specifically address certain topics addressed by AASBs
(Categories D and E in Table 1)*®

A there are topics not addressed by the IASB and an IPSAS was developed earlier than or
at about the same time as a corresponding AASB and therefore the AASB had the
opportunity to consider the IPSAS during development (some of Category C in Table 1)

A the identified differences do not have a substantive enough impact in practice to justify
AASB resources being used to address them.

These differences are depicted as priority Level X (ie no priority evident) in Table 1, although
some of these differences could give cause for the AASB to encourage the IPSASB to
consider addressing them, eg Interpretation 1030 Depreciation of Long-Lived Physical
Assets: Condition-Based Depreciation and Related Methods and Interpretation 1055
Accounting for Road Earthworks.

For all differences between IPSASs and AASBs that do not point to AASB improvements, the
AASB should monitor and contribute to any deliberations of the IPSASB that might affect
those differences, if and when the IPSASB addresses them. Once IPSASB has finalised its
deliberations, if differences between IPSASs and IFRSs emerge, the AASB should consider
whether to incorporate them into AASBs for the NFP sector.

Otherwise, many of these differences between AASBs and IPSASs are so fundamental that

they could not be removed in Australia without ¢
neutral & appr oac h pting) IFRS$ fopthe NFPgsect{oraAcabrdiagly ,ahese

fundamental differences are more relevant to a debate on whether IPSASs should be

adopted in Australia in their entirety (with or without modifications), rather than as a basis for

making individual amendments to specific AASBs.

Further research relating to this project

The following actions will be taken to expand on and complement the research contained in
this Report:

A further comparisons of AASBs with New Zealand and UK public sector accounting
standards™*

A further research aimed at gaining a better understanding of user needs

A the list of differences between AASBs and IPSASs contained in this Report will be
reviewed and updated to ensure a comprehensive list of differences is maintained
periodically.

Implications for other AASB projects

The results of this Report are expected to contribute to a number of other AASB projects,
including:

A The Australian Financial Reporting Framework i to simplify and clarify who should
publicly lodge financial reports.

13 Many of the differences identified in relation to AASBs in Categories D and E are not expected to be substantive in
practice to the extent | PSASB6s decision to not issue correspo
iIssues in a NFP public sector context.

14 Consistent with the Trans-Tasman relationship and because the New Zealand public benefit entity frameworks for

both the public and private sectors are based on IPSASs, New Zealand is selected as the first national jurisdiction to
be the subject of a comparison with AASBs. A comparison with the UK will also be undertaken and reported because
the UK adopts a broadly similar approach to Australia i basing its NFP public sector requirements on IFRSs, with
adaptations or interpretations for the public sector context.
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A The NFP Standard Setting Framework i r e p| aci ng Rrdeess féx NRIB/Ds
IFRS Standards for NFP.

A Reduced Disclosure Requirements.
A Service Performance Reporting.

Feedbsocukg ht

We want to hear your views on any aspects relevant to this Report and will conduct outreach
and consultation activities to facilitate this. In particular we are interested to hear:

A if you agree or disagree with our identification and assessments of practical impacts of
the differences

A which differences you think cause the most difficulty in practice and which of those the
AASB should address

A what you think is the priority for addressing any differences.
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Table 2: Summary of our findings.

om
52
o g <
- Type of é E < E o
’g comparison E EE g2
@ | AASBs applicable NFP public sector entities and corresponding included in 5 < 25
8  IPsASs Appendix 1 3.2 £ 3%
AASB 1 First-time Adoption of Australian Accounting Standards and
G IPsAs 33 None A %
D  AASB 2 Share-based Payments High-level A X
A AASB 3 Business Combinations and IPSAS 40 Detailed Al
High-level, with
D | AASB 4 Insurance Contracts AASBS 1023/1038 A X
AASB 5 Non-current Assets Held for Sale and Discontinued :
D Operations High-level A 4
D | AASB 6 Exploration for and Evaluation of Mineral Resources High-level A X
B | AASB 7 Financial Instruments: Disclosures and IPSAS 30 Detailed A X
. . High-level, with
B  AASB 9 Financial Instruments and IPSAS 29 AASB 139 A4
A | AASB 10 Consolidated Financial Statements and IPSAS 35 Detailed A 1
A | AASB 11 Joint Arrangements and IPSAS 37 Detailed A X
A | AASB 12 Disclosure of Interests in Other Entities and IPSAS 38 Detailed A X
D | AASB 13 Fair Value Measurement High-level A 1
D | AASB 14 Regulatory Deferral Accounts High-level A X
B AASB 15 Revenue from Contracts with Customers and High-level X
IPSAS 9/IPSAS 11 L e
B | AASB 16 Leases and IPSAS 13 High-level X
. . . Detailed, with
B  AASB 101 Presentation of Financial Statements and IPSAS 1 AASB 1054 X
A | AASB 102 Inventories and IPSAS 12 Detailed A X
A | AASB 107 Statement of Cash Flows and IPSAS 2 Detailed A X
AASB 108 Accounting Policies, Changes in Accounting Estimates :
A and Errors and IPSAS 3 Detalled x
A | AASB 110 Events after the Reporting Period and IPSAS 14 Detailed A X
D  AASB 112 Income Taxes High-level A X
. Detailed, with
A | AASB 116 Property, Plant and Equipment and IPSAS 17 AASB 1051 A 4
A | AASB 119 Employee Benefits and IPSAS 39 Detailed X
A AASB 121 The Effects of Changes in Foreign Exchange Rates and Detailed X
IPSAS 4 —
B  AASB 123 Borrowing Costs and IPSAS 5 Detailed A X
B | AASB 124 Related Party Disclosures and IPSAS 20 Detailed A X
A | AASB 127 Separate Financial Statements and IPSAS 34 Detailed X
A AASB 128 Investments in Associates and Joint Ventures and Detailed X
IPSAS 36 B
A AASB 129 Financial Reporting in Hyperinflationary Economies and Detailed A X
IPSAS 10 -
15 This column reflects our views on the priority the AASB should give to particular identified issues pertinent to this

Report, on a scale of 1 = high priority, 2 = medium priority, 3 = low priority, 4 = contribute to/await IPSASB

deliberations, X = no priority evident.
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om
EIIRE:
o g <
-~ Type of é E s 8.
S comparison EEEg>
@ | AASBs applicable NFP public sector entities and corresponding included in > 35 < 25
8  IPsASs Appendix 1 3.2 £ 3%
A | AASB 132 Financial Instruments: Presentation and IPSAS 28 Detailed A 4
D | AASB 134 Interim Financial Reporting High-level A X
A | AASB 136 Impairment of Assets and IPSAS 21/IPSAS 26 Detailed A X
AASB 137 Provisions, Contingent Liabilities and Contingent Assets :
A ond IPSAS 19 Detailed A 4
A AASB 138 Intangible Assets and IPSAS 31 Detailed A 4
B AASB 139 Financial Instruments: Recognition and Measurement High-level, with A X
and IPSAS 29 AASB 9
A | AASB 140 Investment Property and IPSAS 16 Detailed A X
A | AASB 141 Agriculture and IPSAS 27 Detailed A X
High-level with
C  AASB 1004 Contributions and IPSAS 23 AASB 1058 and A1
Interp 1038
High-level, with
D | AASB 1023 General Insurance Contracts AASBS 4/1038 A X
. High-level, with
D | AASB 1038 Life Insurance Contracts AASBs 4/1023 X
G | AASB 1048 Interpretation of Standards None X
c AASB 1049 Whole of Government and General Government Sector Detailed 1
Financial Reporting and IPSAS 22 —
E  AASB 1050 Administered ltems High-level 2
Detailed, with
A | AASB 1051 Land Under Roads and IPSAS 17 AASB 116 A X
C  AASB 1052 Disaggregated Disclosures and IPSAS 18 Detailed A
G | AASB 1053 Application of Tiers of Australian Accounting Standards High-level A X
. . . Detailed, with
B | AASB 1054 Australian Additional Disclosures and IPSAS 1 AASB 101 A X
C | AASB 1055 Budgetary Reporting and IPSAS 24 Detailed A3
E  AASB 1056 Superannuation Entities High-level A
G | AASB 1057 Application of Australian Accounting Standards None A
Detailed, with
C  AASB 1058 Income of Not-for-Profit Entities and IPSAS 23 AASB 1004 and A 4
Interp 1038
Interpretations
D Interpretation 1 Changes in Existing Decommissioning, Restoration Detailed, with A X
and Similar Liabilities and IPSAS 19 AASB 137
A Interpretation2Me mb er s 6 S haperaie Entities aBd Detailed, with A X
Similar Instruments and IPSAS 28 AASB 132
Interpretation 5 Rights to Interests arising from Decommissioning, Detailed, with
D | Restoration and Environmental Rehabilitation Funds and AASB 137, 128 A X
IPSAS 19/IPSAS 36/IPSAS 37 and 11
D Interpretation 6 Liabilities arising from Participating in a Specific Detailed, with A X
Market i Waste Electrical and Electronic Equipment and IPSAS 19 AASB 137
Interpretation 7 Applying the Restatement Approach under Detailed. with
D | AASB 129 Financial Reporting in Hyperinflationary Economies and A X
AASB 129
IPSAS 10
D Interpretation 10 Interim Financial Reporting and Impairment and Detailed, with A X
IPSAS 21/IPSAS 26 AASB 136
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om
g 2
. 3 g <
-~ Type of é E s 2.
S comparison EEEg>
@  AASBs applicable NFP public sector entities and corresponding included in > 35 = 25
S | IPSASs Appendix 1 32 f£a3%
D | Interpretation 12 Service Concession Arrangements None A X
D Interpretation 14 AASB 119 i The Limit on a Defined Benefit Asset, Detailed, with A X
Minimum Funding Requirements and their Interaction and IPSAS 39 AASB 119
A Interpretation 16 Hedges of a Net Investment in a Foreign Operation High-level, with A X
and IPSAS 29 AASB 9
Interpretation 17 Distributions of Non-cash Assets to Owners High-level A X
D Interpretation 19 Extinguishing Financial Liabilities with Equity Detailed, with A X
Instruments and IPSAS 29 AASB 9
Interpretation 20 Stripping Costs in the Production Phase of a o
D Surface Mine High-level A X
Detailed, with
D | Interpretation 21 Levies and IPSAS 19/IPSAS 1 AASBs 137 A X
and 101/1054
D Interpretation 22 Foreign Currency Transactions and Advance Detailed, with A X
Consideration and IPSAS 4 AASB 121
. . Detailed, with
D | Interpretation 107 Introduction of the Euro and IPSAS 4 AASB 121 A X
D Interpretation 125 Income Taxes i Changes in the Tax Status of an High-level, with X
Entity or its Shareholders AASB 112
Interpretation 129 Service Concession Arrangements: Disclosures None X
. . . . Detailed, with
A | Interpretation 132 Intangible Assets i Web Site Costs and IPSAS 31 AASB 138 X
. . High-level, with
E ' Interpretation 1003 Australian Petroleum Resource Rent Tax AASB 112 X
E | Interpretation 1019 The Superannuation Contributions Surcharge None X
E Interpretation 1030 Depreciation of Long-Lived Physical Assets: Detailed, with A X
Condition-Based Depreciation and Related Methods and IPSAS 17 AASB 116
E Interpretation 1031 Accounting for the Goods and Services Tax High-level A X
(GsT) ——
. I Detailed, with
Interpretation 1038 Contributions by Owners Made to Wholly-Owned
C ! - AASB 1004 and A1
Public Sector Entities and IPSAS 23 1058
Interpretation 1047 Professional Indemnity Claims Liabilities in
E . o> None A X
Medical Defence Organisations
) I . High-level, with
E | Interpretation 1052 Tax Consolidation Accounting AASE 112 A X
. . Detailed, with
E | Interpretation 1055 Accounting for Road Earthworks and IPSAS 17 A X
AASB 116
Other
E IPSASB Recommended Practice Guideline 1 Reporting on the High-level A 3
Long-Ter m Sustainability of an En Fighe vt
AASB introductory comments rela
F | Statement Management Commentary and IPSASB Recommended High-level A 3
Practice Guideline 2
F IPSASB Recommended Practice Guideline 3 Reporting Service High-level A 1
Performance Information ngh-eve
Glossar.y of selected defined general terms not dealt with in specific Detailed A X
comparisons E—
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Comparison tabl es:

comparing each AASB with its <c
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First-time Adoptioni AASB 1

Relevant pronouncements:
A AASB 1 First-time Adoption of Australian Accounting Standards, based on IFRS 1

A IPSAS 33 First-time Adoption of Accrual Basis International Public Sector Accounting Standards (IPSASs)l
AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus3.2 is included in AASB 1.

AASB requirement

IPSAS requirement

High-level
comparison

Para. 17 the objective of AASB 1is to
ensure t hat stAustrakan-t i t y
Accounting-Standards financial statements,
and its interim financial reports for part of

the period covered by those financial
statements, contain high quality information
that:

A is transparent for users and
comparable over all periods presented

A provides a suitable starting point for
accounting in accordance with AASBs

A can be generated at a cost that does
not exceed the benefits.
Para.37an entityds-firs
Accounting-Standards financial statements
are the first annual financial statements in
which the entity adopts AASBs, by an
explicit and unreserved statement in those
financial statements of compliance with
AASBs.

Para. Aus3.2 1 in rare circumstances, a not-
for-profit public sector entity may experience
extreme difficulties in complying with the
requirements of certain AASBs due to
information deficiencies that have caused
the entity to state non-compliance with
previous GAAP. In these circumstances, the
conditions specified in para. 3 for the
application of AASB 1 are taken to be
satisfied provided the entity:

A discloses in its first Australian-
Accounting-Standards financial
statements:

0 an explanation of information
deficiencies and its strategy for
rectifying those deficiencies; and

o the AASBs that have not been
complied with; and

A makes an explicit and unreserved
statement of compliance with other
AASBs for which there are no
information deficiencies.

Para. 17 the objective of IPSAS 33 is to provide
guidance to a first-time adopter that prepares and
presents financial statements following the adoption of
accrual basis IPSASs, in order to present high quality
information:

A that provides transparent reporting about a first-
time adopterds transiti

A that provides a suitable starting point for
accounting in accordance with accrual basis
IPSASSs irrespective of the basis of accounting the
first-time adopter has used prior to the date of
adoption

A where the benefits are expected to exceed the
costs.

Comparison with AASB

Both AASB 1 and IPSAS 33 address transitional
issues. As noted in the Scope of the comparison
section of the Introduction to this Report, transitional
requirements are not within the scope of this Report.
Both AASB 1 and IPSAS 33 provide a substantial
number of exceptions and exemptions to certain
aspects of other AASBs and other IPSASs,
respectively, consistent with their own objectives
(which are broadly similar) within the context of their
own environments/jurisdictional responsibilities and
legacy issues (which are different). Accordingly,
expect significant differences in practice in accounting
for the first-time adoption of AASBs compared with
IPSASs.

Overall comment: the differences identified in this table are not pertinent to this Report.

Back to Table 2

1 Paras. BC3 and BC4 of IPSAS 33 note that the IPSASB agreed the project giving rise to IPSAS 33 was not an IFRS
convergence project. However, the IPSASB did consider the transitional exemptions included in IFRS 1 in developing
the IPSAS.
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Share-based Payments i AASB 2

Relevant pronouncements:
A AASB 2 Share-based Payments, based on IFRS 2

A

IPSAS: there is no specific IPSAS that prescribes requirements relating to share-based payments

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 2.

AASB requirement

IPSAS requirement

High-level
comparison
and Scope

Para. 17 the objective of AASB 2 is to
specify the financial reporting by an

entity when it undertakes a share-based
payment transaction. In particular, it
requires an entity to reflect in its profit or
loss and financial position the effects of
share-based payment transactions,
including expenses associated with
transactions in which share options are
granted to employees.

Appendix Ai def i ni t i cbased f
payment transaction
which the entity:

A receives goods or services from the
supplier of those goods or services
(including an employee) in a share-
based payment arrangement; or

A incurs an obligation to settle the

transaction with the supplier in a
share-based payment arrangement
when another group entity receives
those goods or services.

There is no specific IPSAS that prescribes accounting
requirements for share-based payments, nor that defines
the scope of share-based payments.

Para. 25 of IPSAS 25 Employee Benefits i IPSAS 25 shall
be applied by an employer in accounting for all employee
benefits, except share-based transactions (see the
relevant international or national accounting standard
dealing with share-based transactions).

Para. 3(e) of IPSAS 28 Financial Instruments:
Presentation® i an entity that prepares and presents
financial statements under the accrual basis of accounting
shall apply IPSAS 28 to all types of financial instruments
except for financial instruments, contracts and obligations
under share-based payment transactions to which the
relevant international or national accounting standard
dealing with share-based payments applies, except for:

A contracts within the scope of paras. 4-6 (eg certain
contracts to buy or sell a non-financial item that can
be settled net in cash or another financial instrument)
of IPSAS 28, to which IPSAS 28 applies; or

paras. 38 and 39 of IPSAS 28 (which addresses
treasury shares), which shall be applied to treasury
shares purchased, sold, issued, or cancelled in
connection with employee share option plans,
employee share purchase plans, and all other share-
based payment arrangements.

Para. 3(d) of IPSAS 30 Financial Instruments: Disclosures
i IPSAS 30 shall be applied by all entities to all types of
financial instruments, except financial instruments,
contracts and obligations under share-based payment
transactions to which the relevant international or national
accounting standard dealing with share-based payment
applies, except for contracts within the scope of paras. 4-6
of IPSAS 29, to which IPSAS 30 applies.

Comparison with AASB

There would be significant differences in practice, but only
to the extent not-for-profit public sector entities are
involved with share-based payments, which is unlikely.

Overall comment: even though AASB 2 is not expected to be relevant in a not-for-profit context, it would not be
appropriate for the AASB to exclude the sector from its application to align with IPSASB as that would create a gap in
accounting requirements.

Back to Table 2

1 Para .

BC25 of

| P VA thd Standardavasassued, fhe IPSASB considered that IFRIC 11 [Group and

Treasury Share Transactions] is not relevant for the types of instruments entered into in the public sector as it deals
with share-based payment transactions. While share-based payments may be common in [Government Business
Ent er pr i sk(the ter@ B Eqdiase) brackets is no longer used following the issue of The Applicability of IPSASs

in April 2016),t hey
any principles from IFRIC 1 1

do not

in

occur
I PSAS

28.0

entities that

has

in
11

frequently

(I FRI C been
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Business Combinations i AASB 3

Relevant pronouncements:
A AASB 3 Business Combinations, based on IFRS 3*

A

IPSAS 40 Public Sector Combinations, the Accounting for Acquisitions part of which is based on IFRS 3.

AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 3: Aus2.1 and

Aus63.1-Aus63.9.

AASB requirement

IPSAS requirement

Scope

Para. 27 AASB 3 applies to a transaction or
other event that meets the definition of a
6busicnoensbsi nati ono.

Para. 37 IPSAS 40 applies to a transaction or other

event that meets the
combinationé.

Comparison with AASB

def i

Expect significant differences in practice. AASB 3

prescribes requirements for a narrower range o

f

circumstances than IPSAS 40 i see the comparison of

t he
and

respective defi

Opublic sector co

niti

on:¢
mbi ni

Para. 2(c) i AASB 3 does not apply to a
combination of entities or businesses under
common control (paras. B1-B4 provide
related application guidance).

IPSAS 40 does not exclude a public sector

combination of parties that are under common control

from its scope.
Comparison with AASB
Expect significant differences in practice.

AASB 3 does not explicitly exclude the
assumption of a liability or a group of
liabilities that do not constitute a business
from its scope (however, they would be
excluded by virtue of the definition of a
Obusinessd | MAIBBpendi

Para. 3(c) i IPSAS 40 does not apply to the

assumption of a liability or a group of liabilities that
does not constitute an operation. In such cases an

entity shall identify and recognise the individual
liabilities assumed.

Comparison with AASB
Do not expect differences in practice.

Para. Aus2.11 arestructure of
administrative arrangements, as defined in
Appendix A of AASB 1004 Contributions, is
outside the scope of AASB 3. AASB 1004
specifies requirements for restructures of
administrative arrangements. (See the
discussion of Restructures of administrative
arrangements under the Accounting for
Amalgamations section below.)

IPSAS 40 does not explicitly address restructur
administrative arrangements (however, as note

es of
d

above, it includes public sector combinations of parties
that are under common control within its scope).

Comparison with AASB
There could be differences in practice.

Defined Terms

Consistent, insofar as they are specific to the topic of business combinations, except as noted below.
Any substantive differences in terms used in both Standards but defined in other Standards are
identified in the comparisons of those other Standards. Substantive differences in any general terms
and their definitions in both Standards are identified in the Comparison of Definitions of General

Terms at the end of this Appendix.

AppendixAi 6 busi nesso6 is
integrated set of activities and assets that is
capable of being conducted and managed
for the purpose of providing a return in the
form of dividends, lower costs or other
economic benefits directly to investors or
other owners, members or participants.

Appendix AT 6 busi ness comb

Para.5i6operationdé is de

fine

activities and related assets and/or liabilities that is
capable of being conducted and managed for the

purpose of achieving an entity's objectives, by
providing goods and/or services.

Para. 5T 6 public sector

combin

bringing together of separate operations into one

1 Paras. 54-59 of AASB 1004 Contributions specify requirements for restructures of administrative arrangements
applicable to government departments and other government controlled not-for-profit entities. Those paras. are also
included in this comparison, given that they are limited to a restructure of administrative arrangements that is a
transfer of a business as defined in AASB 3.

22

AASB 3 and IPSAS 40



AASB requirement

IPSAS requirement

defined as a transaction or other event in
which an acquirer obtains control of one or
more businesses. Transactions sometimes
referred to as O6true
equals6 ar e al so busi
that term is used in AASB 3.

nes

public sector entity.

Para.5Tan éamal gamationd6 gi v
entity and is either:

A apublic sector combination in which no party to
the combination gains control of one or more
operations; or

A apublic sector combination in which one party to
the combination gains control of one or more
operations, and in which there is evidence that
the combination has the economic substance of
an amalgamation.

Comparison with AASB

Of themselves, the respect
and 6operationdé are not e:
differences in practice.

The respective definition:
and O6public sector combi ni

give rise to significant differences in practice. This is
because AASB 3 presumes the existence of an
acquirer that obtains control of an acquiree. The
IPSAS 40 definitions do not presume there is an
acquirer, nor that one combining operation necessarily
obtains control of another combining operation.

When to apply
the
amalgamation
method

AASB 3 does not permit
merger/amalgamation/pooling of interest
method accounting (although, see the
discussion of Restructures of administrative
arrangements and Restructures of local
governments below). As noted above,
AASB 3 presumes a business combination
involves an acquisition and therefore
specifies acquisition accounting
requirements.

Paras. 7-8 1 provide guidance on whether a public
sector combination is to be classified as an
amalgamation or an acquisition.

Paras. 12-1371 provide a list of indicators that may
provide evidence that the combination is an
amalgamation.

Para. 151 a resulting entity shall account for each
amalgamation by applying the modified pooling of
interests method of accounting.

Paras. 16-49 1 provide guidance on the application of
the modified pooling of interests method of accounting,
including that the resulting entity:

A recognises the assets, liabilities and any non-
controlling interests that are recognised in the
financial statements of the combining operations
as at the amalgamation date

A measures those assets, liabilities and non-
controlling interests at their carrying amounts in
the financial statements of the combining
operations, adjusted to conform to the resulting
entityds accounting pol

Para. 501 provides guidance on the resulting entity 6 s
first set of financial statements where a resulting entity
is not a new entity following a public sector
combination.

Para. 5171 specifies disclosure requirements for a
resulting entity that is not a new entity following a
public sector combination.

Para. 53-57 1 provides guidance on disclosure
requirements of the resulting entity.

Comparison with AASB

There will be significant differences in practice T
AASB 3 requires acquisition accounting to be applied
in circumstances when IPSAS 40 requires
amalgamation accounting.

Restructures of
administrative
arrangements

Definition, recognition and measurement

AASB 1004, Appendix AT defines

6restructure of admi

r
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Definition, recognition and measurement

As noted in the Defined terms section above, para. 5

clariiest he meaning of 6amal ga

AASB 3 and IPSAS 40



AASB requirement

IPSAS requirement

as the reallocation or reorganisation of
assets, liabilities, activities and
responsibilities amongst the entities that the
government controls that occurs as a
consequence of a rearrangement in the way
in which activities and responsibilities as
prescribed under legislation or other
authority are allocated between the

g o v e r nsmenmmdiledl entities.

The scope of the requirements relating to
restructures of administrative arrangements
is limited to the transfer of a business (as
defined in AASB 3). The requirements do
not apply to, for example, a transfer of an
individual asset or a group of assets that is
not a business.

AASB 1004, paras. 54-591 apply only to
government departments and other
government controlled not-for-profit entities
involved in a restructure of administrative
arrangements and specify that the
restructure is to be accounted for as
transactions with owners (distributions to or
contributions by) by both the transferor and
transferee in respect of assets and liabilities
transferred, as applicable.

AASB 1004, para. BC281 AASB 1004 does
not specify the measurement basis to be
adopted for assets and liabilities transferred
in the course of a restructure of
administrative arrangements and therefore
they could be measured at fair value or
book value.

(Given the common practice in Australia by
government controlled not-for-profit public
sector entities of adopting fair value, in light
of the requirements in AASB 1049 Whole of
Government and General Government
Sector Financial Reporting, it is expected
that fair value would be adopted.)

that a restructure of administrative arrangements would
normally meet that definition.

The Accounting for amalgamations sub-section
immediately above summarises the IPSAS 40
accounting requirements for amalgamations.

IPSAS 23 Revenue from Non-Exchange Transactions
(Taxes and Transfers) does not explicitly address
restructures of administrative arrangements. Indeed,
they are scoped out of IPSAS 23 because public sector
entity combinations are scoped out.

Comparison with AASB

There could be differences in practice. For example, in
contrast to AASB 1004, IPSAS 40 specifies
measurement requirements. Furthermore, AASB 1004
treats the net transfer received by a transferee as a
contribution by owners; whereas IPSAS 40 does not
characterise it as such i although the outcome is
broadly the same in terms of its effect on net
assets/equity.

Disclosures

AASB 1004, para. 57 i when activities are
transferred as a consequence of a
restructure of administrative arrangements,
a government controlled not-for-profit
transferee entity shall disclose the
expenses and income attributable to the
transferred activities for the reporting
period, showing separately those expenses
and items of income recognised by the
transferor during the reporting period. If
disclosure of this information would be
impracticable, that fact shall be disclosed,
together with an explanation of why this is
the case.

AASB 1004, para. 58 1 for each material
transfer, the assets and liabilities
transferred as a consequence of a
restructure of administrative arrangements
during the reporting period shall be
disclosed by class, and the counterparty
transferor/transferee entity shall be
identified. With respect to transfers that are
individually immaterial, the assets and
liabilities transferred shall be disclosed on
an aggregate basis.

AASB 1004, para. 5971 the disclosures

24

Disclosures

Para. 5371 the resulting entity shall disclose information
that enables users to evaluate the nature and financial
effect of an amalgamation.

Para. 541 to meet the objective in para. 53, the
resulting entity shall disclose for each amalgamation
during the reporting period (they are not all listed in the
following, for the sake of brevity):

name and description of each combining operation
amalgamation date

primary reasons for the amalgamation

> > > >

amounts recognised as of the amalgamation date
for each major class of assets and liabilities
transferred

A adjustments made to the carrying amounts of
assets and liabilities

A analysis of net assets/equity recognised in
accordance with IPSAS 40

A information about any comparative information
provided.

As noted above, IPSAS 23 does not address
restructures of administrative arrangements.

AASB 3 and IPSAS 40



AASB requirement

IPSAS requirement

required by para. 58 will assist users to
identify the assets and liabilities recognised
or derecognised as a result of a restructure
of administrative arrangements separately
from other assets and liabilities and to
identify the transferor/transferee entity.

Comparison with AASB

Expect significant differences in practice i IPSAS 40
has more extensive disclosures, although it does not

specify the equivalent of para. 57 of AASB 1004.

Restructures of
local
governments

Definition, Recognition and
Measurement

Para. Aus63.1 7 where assets and liabilities
are transferred to a local government from
another local government at no cost, or for
nominal consideration, pursuant to
legislation, ministerial directive or other
externally imposed requirements the
transferee local government shall recognise
assets and liabilities and any gain or loss.

Para. Aus63.2 7 assets transferred to a
local government from another local
government at no cost, or for nominal
consideration, by virtue of legislation,
ministerial directive or other externally
imposed requirement shall be recognised
initially either at the amounts at which the
assets were recognised by the transferor
local government as at the date of the
transfer, or at their fair values.

Para. Aus63.3 i a restructure of local
governments involves the transfer of assets
and liabilities of a local government to
another local government, at no cost or for
nominal consideration, by virtue of
legislation, ministerial directive or other
externally imposed requirement. This gives
rise to assets and liabilities and a gain or
loss of the transferee local government. A
restructure of local governments may take
the form of a new local government being
constituted and other local governments
being abolished as a result of a State
governmentds policy
amalgamate a number of local
governments.

Para. Aus63.4 i a restructure of local
governments involves a change in the
resources controlled by the local
governments involved in the restructure.
The transferor local government will
decrease its assets by the carrying amount
of the assets transferred. The transferred
assets will usually be recognised by the
transferee at their carrying amounts in the
books of the transferor at the time of the
transfer. Such amounts provide a practical
basis for recognising the transfer of assets,
particularly when many assets are involved,
as is usually the case in a restructure of
local governments. However, the
recognition of transferred assets at fair
value is permitted by AASB 3.

Para. Aus63.5 1 the restructures of local
governments referred to in paras. Aus63.3
and Aus63.4 do not involve transfers
between the local government and its
ownership group but give rise to a gain or
loss that is recognised in the statement of
comprehensive income.

t

25

Definition, Recognition and Measurement

IPSAS 40 does not explicitly address restructures of

local governments i accordingly, the general
requirements in IPSAS 40 would apply where a

restructure of local governments meets the definition

of a public sector combination.

As noted in the Defined terms section above, para. 5

clarifies the meani

ng

that restructures of local governments would normally

meet that definition.

The Accounting for amalgamations sub-section above
summarises the IPSAS 40 accounting requirements

for amalgamations.
Comparison with AASB

There will be significant differences in practice. For
example, AASB 3 requires the transferee to recognise
a gain for net assets transferred; whereas IPSAS 40
requires an amount to be recognised directly in net

assets/equity.

AASB 3 and IPSAS 40



AASB requirement

IPSAS requirement

Disclosures

Para. Aus63.6 i assets and liabilities
transferred during the reporting period and
recognised in accordance with

para. Aus63.1 shall be disclosed separately,
by class, by way of note or otherwise, and
the transferor local government shall be
identified.

Para. Aus63.7 7 any gain or loss recognised
in accordance with para. Aus63.1 shall be
separately disclosed in the statement of
comprehensive income.

Para. Aus63.8 i the disclosures required by
para. Aus63.6 will assist users to identify
the assets and liabilities recognised as a
result of a restructure separately from other
assets and liabilities and to identify the
transferor local government. In addition, the
disclosures required by para. Aus63.7 will
assist users to identify separately the gain
or loss which results from a restructure of
local governments.

Para. Aus63.9 i local governments are not
required to apply paras. 59 to 63 and the
related Appendix B Application Guidance
paras. of AASB 3 when disclosing
information about restructures of local
governments.

Disclosures
Para. 531 the resulting entity shall disclose

information that enables users to evaluate the nature

and financial effect of an amalgamation.

(For further details, see the discussion of Disclosures
under the Restructure of administrative arrangements

sub-section above.)
Comparison with AASB

Expect significant differences in practice i IPSAS 40

has more extensive disclosure requirements for
amalgamations.

When to apply
the acquisition
method

Para. 6 i for each business combination,
one of the combining entities shall be
identified as the acquirer.

Para. 7 i the guidance in AASB 10
Consolidated Financial Statements shall be
used to identify the acquirer i the entity that
obtains control of another entity. If a
business combination has occurred but
applying the guidance in AASB 10 does not
clearly indicate which of the combining
entities is the acquirer, the factors in

paras. B14-B18 shall be considered in
making that determination. (Paras. B14-B18
are not reproduced here).

Para.57 an

combination is not an amalgamation.

Para. 601 for each acquisition, the party to the
combination that gains control of one or more
operations shall be identified as the acquirer.
Comparison with AASB

There could be significant differences in practice,

particularly in circumstances where it is difficult to
identify an acquirer.

6acquisitiond is
in which one party to the combination gains control of
one or more operations, and there is evidence that the

a

Classification
or designation
of identifiable
assets and
liabilities at
acquisition date

Para. 16 1 in some situations, AASBs
provide for different accounting depending
on how an entity classifies or designates a
particular asset or liability. Examples of
classifications or designations that the
acquirer shall make on the basis of the
pertinent conditions as they exist at the
acquisition date include but are not limited
to:

A classification of particular financial
assets and liabilities as measured at
fair value through profit or loss or at
amortised cost, or as a financial asset
measured at fair value through other
comprehensive income in accordance
with AASB 9 Financial Instruments

A designation of a derivative instrument
as a hedging instrument in accordance
with AASB 9

A assessment of whether an embedded
derivative should be separated from a
host contract in accordance with
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Para. 701 in some situations, IPSASs provide for
different accounting depending on how an entity

classifies or designates a particular asset or liability.
Examples of classifications or designations that the

acquirer shall make on the basis of the pertinent

conditions as they exist at the acquisition date include

but are not limited to:

A

classification of particular financial assets and
liabilities as measured at fair value or at
amortised cost, in accordance with IPSAS 29
Financial Instruments: Recognition and
Measurement

designation of a derivative instrument as a

hedging instrument in accordance with IPSAS 29

assessment of whether an embedded derivative

should be separated from a host contract in

accordance with IPSAS 29 (which is a matter of

‘classification' as IPSAS 40 uses that term).

Comparison with AASB

The outcome under AASB 3 might differ from the
outcome under IPSAS 40, even using acquisition

AASB 3 and IPSAS 40



AASB requirement

IPSAS requirement

AASB 9 (which is a matter of
6cl assi f AASB3 usesthét a <
term).

accounting, by virtue of other AASBs differing from
their corresponding IPSASs. For example, differences
between AASB 9 and IPSAS 29 could result in
differences in outcomes.

Leases

Para. 28A T the acquirer shall recognise
right-of-use assets and lease liabilities for
leases identified in accordance with
AASB 16 Leases in which the acquiree is
the lessee. The acquirer is not required to
recognise right-of-use assets and lease
liabilities for:

A leases for which the lease term (as
defined in AASB 16) ends within 12
months of the acquisition date

A leases for which the underlying asset is
of low value (as described in
paragraphs B3i B8 of AASB 16).

Para. 28B i The acquirer shall measure the
lease liability at the present value of the
remaining lease payments (as defined in
AASB 16) as if the acquired lease were a
new lease at the acquisition date. The
acquirer shall measure the right-of-use
asset at the same amount as the lease
liability, adjusted to reflect favourable or
unfavourable terms of the lease when
compared with market terms.

Para. AG72 1 the acquirer shall recognise no assets or
liabilities related to an operating lease in which the
acquired operation is the lessee except as required by
paras. AG 73 and AB74.

Para. AG 731 the acquirer shall determine whether
the terms of each operating lease in which the
acquired operation is the lessee are favourable or
unfavourable. The acquirer shall recognise an
intangible asset if the terms of an operating lease are
favourable relative to market terms and a liability if the
terms are unfavourable relative to market terms.

Para. AG89 provides guidance on measuring the
acquisition-date fair value of assets subject to
operating leases in which the acquired operation is the
lessor.

Para. AG74 1 an identifiable intangible asset may be
associated with an operating lease, which may be
evidenced by market parti
price for the lease even if it is at market terms. For
example, a lease of gates at an airport or of retail
space in a prime shopping area might provide entry
into a market or other future economic benefits or
service potential that qualify as identifiable intangible
assets, for example, as arelationship with users of a
service. In that situation, the acquirer shall recognise
the associated identifiable intangible asset(s) in
accordance with para. AG75 (not repeated here).

Comparison with AASB

Expect differences in practice i see the separate high-
level comparison of AASB 16 and IPSAS 13 Leases.
(AASB 3 previously included the same guidance as
IPSAS 40, but that guidance was deleted through an
amendment brought about by AASB 16.)

Assets held for
sale

Para. 3171 the acquirer shall measure an
acquired non-current asset (or disposal
group) that is classified as held for sale at
the acquisition date in accordance with
AASB 5 Non-current Assets Held for Sale
and Discontinued Operations at fair value
less costs to sell in accordance with
paras. 15-18 of AASB 5.

IPSAS 40 does not explicitly address acquired non-
current assets (or disposal groups) that are held for
sale.

Comparison with AASB

This will give rise to differences in practice because
there is no IPSAS that corresponds to AASB 5 (see
the separate high-level comparison of AASB 5 and
IPSASS).

Recognising
and measuring
goodwill or a
gain from a
bargain
purchase

AASB 3 does not explicitly address the
relationship between cash flows and
goodwill.
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Para. 861 the acquirer shall recognise goodwill only to
the extent that the acquisition will result in:

A the generation of cash inflows (such as the
acquisition of a cash-generating operation);
and/or

A areduction in the net cash outflows of the
acquirer.

An acquirer shall recognise any further excess of (a)
over (b) in para. 85 (which is, broadly, (a)
consideration transferred less (b) the amounts to be
recognised for identifiable net assets acquired) as a
loss in surplus or deficit.

Para. AG93 i the acquirer shall recognise goodwill
only to the extent that the acquirer estimates there will
be favourable changes to its net cash flows, either
from increased cash inflows or decreased cash
outflows. An acquirer shall not recognise goodwill
related to service potential other than cash flows.

Comparison with AASB

AASB 3 and IPSAS 40



~~~~~~~~~~~~~~~~~~~~~~~ AASB requirement IPSAS requirement
There are likely to be significant differences in

practice.
Bargain AASB 3 does not explicitly address Para. 9171 in the public sector, an entity sometimes
purchases circumstances when a public sector entity obtains control of an operation in a non-exchange
obtains control of an operation in a non- transaction in which it transfers consideration that is
exchange transaction in which it transfers not approximately equal to the fair value of the
consideration that is not approximately acquired operation. Such circumstances include, but
equal to the fair value of the acquired are not limited to:
operation. A . . .
compensated seizures of operations or entities
(AASB 1058 Income of Not-for-Profit < . .
Entities does not apply to business A the transfer of_an operation to the acquirer by a
combinations within the scope of AASB 3.) donor for nominal consideration.
Para. 921 where the economic substance of the
public sector combination is that of an acquisition,
such non-exchange acquisitions are treated as bargain
purchases and accounted for in accordance with
paras. 88-90.
Comparison with AASB
Do not expect there to be differences in practice.
AASB 31 does not explicitly address Para. 9371 in the public sector, an entity sometimes
circumstances when a public sector entity obtains control of an operation in a non-exchange
obtains control of an operation in a non- transaction, in which it transfers no consideration.
exchange transact i on : Suchcircumstances include, but are not limited to:
in which it transfers no consideration. A . . .
uncompensated seizures of operations or entities

(AASB 1058 Income of Not-for-Profit (also known as forced nationalizations)

Entities does not apply to business " . .
combinations within the scope of AASB 3.) A the transfer of an operation to the entity by a
donor for no consideration. Such transfers may

take the form of a bequest

A the transfer of an operation to the entity where the
operation has net liabilities. The entity may accept
the transfer of net liabilities to prevent the
cessation of the operation. Such transactions are
someti mes known as Obai

Para. 941 where the economic substance of the
public sector combination is that of an acquisition, the
acquirer that obtains control of an acquired operation
in a non-exchange transaction in which it transfers no
consideration does not recognise goodwill. The
acquirer recognises a gain or a loss in surplus or
deficit in accordance with para. 86.

Comparison with AASB

Therecouldbedi f f er ences i n pr at
scenario.
Change in AASB 31 does not explicitly address Para. 1147 atransfer, concessionary loan or similar
criteria for circumstances when the criteria upon which | benefit, previously received by an acquirer or an
transfers, a transfer, concessionary loan or similar acquired operation on the basis of criteria that change

concessionary benefit previously received by an acquirer or : as a result of an acquisition, shall be reassessed
loans or similar | an acquired operation change as aresult of  prospectively in accordance with other IPSASs

benefits an acquisition. (paras. AG109-AG111 provide related application
(Paras. 5.1.1A and B5.1.2A of AASB 9 guidance).
Financial Instruments address the initial Para. AG109 1 prior to an acquisition taking place, an
measurement of financial assets where fair acquirer or an acquired operation may receive a
value differs from transaction price.) transfer from a third party, based on specified criteria.

For example, a national government may provide
grants to those municipalid
revenue per head of population is below a threshold.

An acquisition by a municipality of a cash-generating
operation may increase the revenue per head of
population of the municipality so that it is above the
threshold. This may cause the government to review

the grant.

Para. AG1107 the acquirer shall not account for any
revisions to the grant amount as part of the acquisition,
but accounts for any revisions at the point the grantor
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AASB requirement IPSAS requirement
makes its intentions known in accordance with other
IPSASs.

Para. AG111 i similar circumstances may arise in
respect of concessionary loans and other benefits. The
acquirer shall not account for any revisions to those
transactions as part of the acquisition, but accounts for
any revisions at the point the grantor makes its
intentions known in accordance with other IPSASs.

Comparison with AASB

There could be differences in practice i see also the
separate high-level comparisons of AASB 9 and
IPSAS 29; and AASB 1058 Income of Not-for-Profit
Entities and IPSAS 23 Revenue from Non-exchange
Transactions (Taxes and Transfers).

Tax forgiveness = AASB 37 does not explicitly address Para. 1141 acquisitions involving public sector entities
circumstances when acquisitions involving may result in a tax authority forgiving amounts of tax
public sector entities may result in a tax subsequent to the acquisition. The acquirer shall
authority forgiving amounts of tax account for the tax forgiven prospectively in
subsequent to the acquisition. accordance with the relevant international or national

accounting standard dealing with income taxes.
Comparison with AASB

There is no IPSAS that corresponds to AASB 112
Income Taxes. There could be differences in practice,
but only to the extent not-for-profit public sector
entities are subject to income tax or income tax
equivalents (which is not expected to be common).
(See also the high-level comparison of AASB 112 and

IPSASSs.)
Application Guidance on accounting for a reverse acquisition is consistent.
Guidance
Paras. B25-B27 i provide guidance on IPSAS 40 does not explicitly address issues relating to
measuring earnings per share during the earnings per share.

period in which a reverse acquisition occurs. Comparison with AASB

There could be differences in practice, to the extent

earnings per share is pertinent to not-for-profit public
sector entities (AASB 133 Earnings per Share is not
applicable to not-for-profit public sector entities).

Para. B57-B62 i provide further guidance IPSAS 40 does not explicitly address issues relating to
on acquirer share-based payment awards acquirer share-based payment awards exchanged for
exchanged for awards held by the awards held by the acquir:

acquireeds employees. Comparison with AASB

There could be differences in practice i see also the
separate high-level comparison of AASB 2 Share-
based Payment and IPSASs.

Overall comment: to the extent the IASB project on business combinations under common control does not address all
the relevant issues, the AASB should consider the guidance on amalgamations in IPSAS 40 as a basis for amending
AASB 3. At its May 2017 meeting the AASB decided to consider IPSAS 40 as part of its consideration of the IASB project.

Back to Table 2
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Insurance Contracts 1
AASBSs 4/1023/1038

Relevant pronouncements:

A AASB 4 Insurance Contracts, based on IFRS 4; and AASB 1023 General Insurance Contracts, and AASB 1038 Life
Insurance Contracts’

A IPSAS: there is no specific IPSAS that prescribes requirements for insurance contracts

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 4.

AASB requirement

IPSAS requirement

High-level
comparison

AASB 4, para.1i the objective of
AASB 4, in conjunction with

AASB 1023 and AASB 1038, is to
specify the financial reporting for
insurance contracts by any entity
that issues such contracts (ie an
insurer) until the AASB and the
IASB complete the second phase of
the project on insurance contracts.
In particular, AASB 4 requires:

A limited improvements to
accounting by insurers for
insurance contracts

A disclosure that identifies and
explains the amounts in an
insurerds fi
arising from insurance
contracts and helps users of
those financial statements
understand the amount, timing
and uncertainty of future cash
flows from insurance contracts.

nan

insurance contracts.

contracts.

discretionary participation feature.

i nsurer 6s

Comparison with AASB

contracts in practice.

IPSAS 29 Financial Instruments: Recognition and
Measurement, para. 2(e) i states that IPSAS 29 shall be
applied by all entities to all types of financial instruments, except
rights and obligations arising under a contract that is within the
scope of the relevant international or national accounting
standard dealing with insurance contracts because it contains a

There is no specific IPSAS that prescribes requirements for

IPSAS 9 Revenue from Exchange Transactions, para. 10(d) i
states that IPSAS 9 does not deal with revenues arising from
insurance contracts within the scope of the relevant international
or national accounting standard dealing with insurance

IPSAS 19 Provisions, Contingent Liabilities and Contingent
Assets, para. 1(d) i states that an entity that prepares and
presents financial statements under the accrual basis of

accounting shall apply IPSAS 19 in accounting for provisions,
contingent liabilities, and contingent assets, except insurance
contracts within the scope of the relevant international or
national accounting standard dealing with insurance contracts.

IPSAS 28 Financial Instruments: Presentation, para. 3(d) i
states that an entity that prepares and presents financial
statements under the accrual basis of accounting shall apply
IPSAS 28 to all types of financial instruments except financial
instruments that are within the scope of the international or
national accounting standard dealing with insurance contracts
because they contain a discretionary participation feature.

IPSAS 31 Intangible Assets, para. 3(i) i states that IPSAS 31
shall be applied in accounting for intangible assets, except
deferred acquisition costs, and intangible assets, arising from an
contractual
scope of the relevant international or national accounting
standard dealing with insurance contracts.

Expect significant differences in the accounting for insurance

rights

A
A

The
Australia using three AASBs:

6Comparison with

I FRS 406 sections

of

AASB

1023

AASB 4, which applies to fixed-fee service contracts that meet the definition of an insurance contract
AASB 1023, which applies to general insurance contracts
A AASB 1038, which applies to life insurance contracts.

The IASB is expected to replace IFRS 4 with IFRS 17 Insurance Contracts (previously referred to as IFRS 4 Phase II).
As aresult, the AASB intends incorporating IFRS 17 into a new AASB 17 Insurance Contracts (and thereby replacing
AASB 4, AASB 1023 and AASB 1038) in Quarter 2 2017, and making it applicable to for-profit entities. The AASB will
subsequently undertake a project that considers modifying AASB 17 for not-for-profit private and public sector entities,
with an Exposure Draft scheduled for Quarter 3 2017.
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AASB requirement

IPSAS requirement

Scope

AASB 4, Appendix A; AASB 1023,
para. 19.1; and AASB 1038, para.
20lidefine O6insura
a contract under which one party
(the insurer) accepts significant
insurance risk from another party
(the policyholder) by agreeing to
compensate the policyholder if a
specified uncertain future event (the
insured event) adversely affects the
policyholder.

AASB 4, Appendix B; AASB 1023,
Appendix; and AASB 1038,
Appendix provide guidance on this
definition.

IPSAS 28, para. AG6 1 for the purposes of IPSAS 28, an
insurance contract is a contract that exposes the insurer to
identified risks of loss from events or circumstances occurring or
discovered with a specified period, including death (ie in the
case of an annuity, the survival of the annuitant), sickness,
disability, property damage, injury to others, and interruption of
operations. Additional guidance on insurance contracts is
available in the relevant international or national standard
dealing with insurance contracts.

Comparison with AASB
Do not expect significant differences relating to scope.

Overall comment: it would not be appropriate for the AASB to exclude the not-for-profit sector from the application of

AASB 4, AASB 1023 and AASB 1038 to align with IPSASB as that would create a gap in accounting requirements.

Back to Table 2
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Non-current Assets Held for Sale and
Discontinued Operations T AASB 5

Relevant pronouncements:

A AASB 5 Non-current Assets Held for Sale and Discontinued Operations, based on IFRS 5

A IPSAS: there is no specific IPSAS that prescribes requirements for non-current assets held for sale and
discontinued operations

AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 5: Aus2.1-

Aus2.4.

AASB requirement

IPSAS requirement

High-level
comparison

Para. 17 the objective of AASB 5 is to
specify the accounting for assets held for
sale, and the presentation and disclosure of
discontinued operations. In particular,
AASB 5 requires assets that meet the
criteria to be classified as held for sale to
be:

A measured at the lower of carrying
amount and fair value less costs to sell,
and depreciation on such assets to
cease

A presented separately in the statement
of financial position and the results of
discontinued operations to be
presented separately in the statement
of comprehensive income.
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IPSAS 14 Events after the Reporting Date, para. 31(d)
i states that an example of non-adjusting events after
the reporting date that would generally result in
disclosure is announcing a plan to discontinue an
operation or major program, disposing of assets, or
settling liabilities attributable to a discontinued
operation or major program, or entering into binding
agreements to sell such assets or settle such liabilities.

IPSAS 19 Provisions, Contingent Liabilities and
Contingent Assets, para. 6 i states that IPSAS 19
applies to provisions for restructuring (including
operations being discontinued operations). An entity
shall disclose information that enables users to
evaluate the financial effects of a restructuring.

As aresult of Part Il of Improvements to IPSASs 2015,
paras. BC8 of IPSAS 14, BC1 of IPSAS 19, BC19 of
IPSAS 26 Impairment of Cash-Generating Assets,
BC15 of IPSAS 27 Agriculture, and BC11 of IPSAS 31
Intangible Assets all state i stakeholders indicated
that IPSASs referred to non-current assets held for
sale and disposal groups inconsistently. The IPSASB
concluded that IFRS 5 Non-current Assets Held for
Sale and Discontinued Operations may only be
appropriate for the public sector in certain
circumstances, for the following reasons:

A Sales of assets in the public sector may not be
completed within one year because of the levels
of approval required. This raises questions about
the relevance and consistency of information
provided in accordance with IFRS 5. In particular,
the IPSASB notes that, under IFRS 5, non-current
assets held for sale are not depreciated. The
IPSASB has concerns that not depreciating
assets for an extended period of time may be
inappropriate.

A Many assets in the public sector are disposed of
through a transfer or distribution for no or nominal
consideration. As IFRS 5 deals with sales at fair
value, the measurement and disclosure
requirements may not provide relevant
information for these transfers. However, the
IPSASB recognizes that the measurement and
disclosure requirements in IFRS 5 may be
appropriate where sales are intended to take
place at fair value.

A Many discontinued operations in the public sector
are operations that previously provided services
at no or nominal cost. As IFRS 5 deals with
discontinued operations that were either cash-
generating units or a group of cash-generating
units prior to disposal or being classified as held

AASB 5 and IPSASs



AASB requirement

IPSAS requirement

for sale, the disclosure requirements may not
provide relevant information for public sector
discontinued operations. However, the IPSASB
recognizes that the disclosure requirements in
IFRS 5 may be appropriate where discontinued
operations were previously either cash-generating
units or one or more groups of cash generating
units.

Because the IPSASB had concluded that IFRS 5
would only be appropriate in the public sector in limited
circumstances, the IPSASB agreed to remove
references in IPSASs to international or national
accounting standards dealing with non-current assets
held for sale and discontinued operations. The
IPSASB had concerns that retaining this reference
may result in entities following the requirements of
IFRS 5 in circumstances where this may not be
appropriate. The IPSASB noted that IPSAS 3 provides
guidance on selecting accounting policies for
transactions that are not specifically addressed in
IPSASSs. This guidance would permit entities to adopt
an accounting policy that is consistent with IFRS 5
where the entity considers this is appropriate.

Comparison with AASB

Expect significant differences in the accounting for
(including presentation of) non-current assets held for
sale and discontinued operations.

Scope

Para. Aus2.17 the requirements of AASB 5
do not apply to:

A the restructuring of administrative
arrangements

A the restructuring of administered
activities of government departments.

Para. Aus2.2 1 AASB 1004 Contributions
includes requirements for the disclosure of
assets, liabilities and items of equity
resulting from the restructuring of
administrative arrangements.

Para. Aus2.3 7 an administered activity of a
government department does not give rise
to income and expenses of the department
reporting the administered activity (see
AASB 1050 Administered items) and
therefore, from the point of view of the
department, the discontinuance of an
administered activity does not give rise to a
discontinued operation. However, if a
government were to discontinue an activity
that one of its departments had disclosed as
an administered activity, from the point of
view of that government the discontinuance
may constitute a discontinued operation.

Para. Aus2.4 7 although AASB 3 Business
Combinations contains requirements
relating to the restructuring of local
governments, these requirements only
apply to the local government receiving
assets or liabilities as a result of the
restructuring. AASB 5 applies to the local
government transferring assets and
liabilities where the restructuring results in a
discontinued operation of the transferor
local government.

Paras. 6 and 7 i a non-current asset (or
disposal group) is held for sale if its carrying
amount will be recovered principally through
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| PSASB does not define O6ht
operationbd.

Comparison with AASB
There could be significant differences in practice.
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AASB requirement

IPSAS requirement

a sale transaction rather than through
continuing use. It must be available for
immediate sale in its present condition
subject only to terms that are usual and
customary for sales of such assets (or
disposal groups) and its sale must be highly
probable.

Appendi x A: definiti
0 p e r aitacompdnent of an entity that
either has been disposed of or is classified
as held for sale and:

A represents a separate major line of
business or geographical area of
operations;

A is part of a single co-ordinated plan to
dispose of a separate major line of
business or geographical area of
operation; or

A is asubsidiary acquired exclusively
with a view to resale.

C
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Overall comment: IPSASB has identified some not-for-profit public sector specific issues that are not addressed in
AASB 5. The AASB should monitor any project IPSASB might initiate in relation to those issues and consider at that time
whether they provide a basis for improving AASB 5.

Back to Table 2
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Exploration for and Evaluation of Mineral
Resources 1| AASB 6

Relevant pronouncements:
A AASB 6 Exploration for and Evaluation of Mineral Resources, based on IFRS 6

A IPSAS: there is no specific IPSAS that prescribes requirements for the accounting for exploration for and evaluation
of mineral resources

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 6.

AASB requirement

IPSAS requirement

High-level
comparison

Para. 2 7 AASB 6 requires:

A limited improvements to existing
accounting practices for exploration
and evaluation expenditures

A entities that recognise exploration and
evaluation assets to assess such
assets for impairment in accordance
with AASB 6 and measure any
impairment in accordance with
AASB 136 Impairment of Assets

A disclosures that identify and explain the
amountsintheent i t yés fin
statements arising from the exploration
for and evaluation of mineral resources
and help users of those financial
statements understand the amount,
timing and certainty of future cash
flows from any exploration and
evaluation assets recognised.

There is no specific IPSAS that specifies requirements
for the accounting for the exploration for and
evaluation of mineral resources.

IPSAS 31 Intangible Assets, para. 3(c) i states that
IPSAS 31 shall be applied in accounting for intangible
assets, except the recognition and measurement of
exploration and evaluation assets (see the relevant
international or national accounting standard dealing
with exploration for, and evaluation of, mineral
resources).

Comparison with AASB

Expect significant differences in the accounting for
exploration for and evaluation of mineral resources.

Scope

Para. 57 an entity shall not apply AASB 6
to expenditures incurred:

A before the exploration for and
evaluation of mineral resources, such
as expenditures incurred before the
entity has obtained the legal rights to
explore a specific area

A after the technical feasibility and
commercial viability of extracting a
mineral resource are demonstrable.

Appendi x A: definiti
evaluation of mineral reso u r cidhe 6
search for mineral resources, including
minerals, oil natural gas and similar non-
regenerative resources after the entity has
obtained legal rights to explore in a specific
area, as well as the determination of the
technical feasibility and commercial viability
of extracting the mineral resource.

| PSASs do not define
mi ner al resourceso.
Comparison with AASB

Expect significant differences as a result of AASB 6, in
contrast to | PSASs, a@fini
evaluation of miner al res:t

6expl

C

Overall comment: it would not be appropriate for AASB to exclude the not-for-profit sector from the application of

AASB 6 as that would create a gap in accounting requirements.
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Back to Table 2
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Financial Instruments: Disclosures i
AASB 7

Relevant pronouncements:

1  AASB 7 Financial Instruments: Disclosures, based on IFRS 7

1 IPSAS 30 Financial Instruments: Disclosures, based on IFRS 7 including amendments up to April 2009*

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 7.

AASB requirement IPSAS requirement

Scope Consistent

Defined Consistent, insofar as they are specific to the topic of disclosures about financial instruments, except

terms as noted below. Any substantive differences in terms used in both Standards but defined in other
Standards are identified in the comparisons of those other Standards. Substantive differences in any
general terms and their definitions in both Standards are identified in the Comparison of Definitions of
General Terms at the end of this Appendix.
AppendixAidef ines o6credit riskPaa8idefines O6past du
rating of credit risk based on the risk of a default financial asset as when a counterparty has
occurring on the financial instrument. failed to make a payment when

contractually due.

Comparison with AASB

See6 Comparison with A/

immediately below, under the Disclosure

section.
Disclosure : AASB 7 reflects amendments made by the IASB up to IPSAS 30 does not (yet i see para. BC4 of
date, including those brought about by AASB 9/IFRS 9 IPSAS 29 Financial Instruments:
Financial Instruments, which were issued in Recognition and Measurement) reflect
December 2009 to replace (except for hedge amendments made by the IASB since
accounting requirements) AASB 139/IAS 39 Financial April 2009, including those brought about by
Instruments: Recognition and Measurement. IFRS 9 in December 2009. IPSAS 30 has
minimal differences from the version of

IFRS 7 that immediately preceded the

amendments arising from IFRS 9 (the main

exception relates to concessionary loans 1

see below).

Comparison with AASB

There are significant differences, too

numerous to itemise for the purpose of this

comparison. In the main, the differences are
the same as those between the post- and
pre-IFRS 9 versions of IFRS 7; which are
the same differences between the post- and
pre-AASB 9 versions of AASB 7. (See also
the separate high-level comparison of

AASB 9 and IPSAS 29).

AASB 7 does not explicitly specify particular Para. 371 for concessionary loans granted,
disclosures for concessionary loans. an entity shall disclose:

A areconciliation between the opening
and closing carrying amounts of the
loans, including:

o0 nominal value of new loans
1 Therefore, IPSASB has not yet considered any amendments made to IFRS 7 since April 2009 as part of its approach

toIFRS convergence(seeThe | PSASBo&s Strategy
page 11).) IPSASB has a financial instruments project in which it is reviewing IPSAS 30 in the light of IFRS 7 and

IFRS 9 requirements. An Exposure Draft is scheduled for mid 2017. (see https://www.ipsasb.org/projects/financial-
instruments-update-project)
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AASB requirement IPSAS requirement

granted during the period

o0 the fair value adjustment on initial
recognition

loans repaid during the period
impairment losses recognised

any increase during the period in
the discounted amount arising
from the passage of time

o other changes.

A nominal value of the loans at the end
of the period

A the purpose and terms of the various
types of loans

A valuation assumptions.
Comparison with AASB
Expect significant differences in practice.

Overall comment: it would not be appropriate for the AASB to amend AASB 7 to align with IPSAS 30 for the not-for-
profit sector as IPSAS 30 is based on a superseded version of IFRS 7.

Back to Table 2
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Financial Instruments 1 AASBs 9/139

Relevant pronouncements:

A AASB 9 Financial Instruments (based on IFRS 9), AASB 139 Financial Instruments: Recognition and Measurement
as amended as a consequence of AASB 9 (based on IAS 39 as amended as a consequence of IFRS 9),
Interpretation 16 Hedges of a Net Investment in a Foreign Operation (based on IFRIC 16) and Interpretation 19
Extinguishing Financial Liabilities with Equity Instruments (based on IFRIC 19).

A IPSAS 29 Financial Instruments: Recognition and Measurement', based on the pre-IFRS 9 version of IAS 39
including amendments up to 31 December 2008 as well as amendments made to IAS 39 as part of the
Improvements to IFRSs issued in April 2009. IPSAS 29 also incorporates IFRIC 9 Reassessment of Embedded
Derivatives and IFRIC 16.

AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus2.1.1 and the related Appendix C Australian
implementation guidance for not-for-profit entities is included in AASB 9. They address non-contractual receivables
arising from statutory requirements®.

High-level comparison®

As noted above, in contrast to AASB 9 (which incorporates IFRS 9), IPSAS 29 is based on the principles of the pre-
IFRS 9 version of IAS 39%. This means AASBs 9/139 and IPSAS 29 are fundamentally different in some respects. In
particular, AASB 9 adopts a conceptually-based classification approach for all financial assets; whereas IPSAS 29
adopts a more rule-based classification approach. There are also differences between AASB 9 and IPSAS 29 in relation
to embedded derivatives, impairment and measurement of unquoted equity instruments, and potentially, (depending on
whether the limited option to continue to apply AASB 139 is adopted) hedge accounting.

There are no substantive differences between AASB 9 and IPSAS 29 for the classification and measurement of financial

liabilities, except for the recognition of changes in own credit risk in other comprehensive income for liabilities designated

as at fair value through profit or loss.

In light of the fundamentally different requirements for financial assets and own credit risk financial liabilities designated

as at fair value through profit or | oss, and the | P®BASBOsSs curr
profit public sector context, a detailed comparison of the requirements is of limited value.

In summary, the following are some examples of differences between AASBs 9/139 and IPSAS 29 that will give rise to

significant differences in practice:

Classification of Financial Assets
AASB 139 requires financial assets to be classified in one of the following categories:

A financial assets at fair value through profit or loss

A available-for-sale financial assets

A loans and receivables

A held-to-maturity investments;

whereas AASB 9 divides all financial assets into those measured at amortised cost, those measured at fair value
through profit or loss, and those measured at fair value through other comprehensive income.

Embedded Derivatives

AASB 9 and IPSAS 29 treat embedded derivatives differently. In contrast to IPSAS 29, AASB 9 does not require an
assessment or separation of any embedded derivatives for financial assets that are within the scope of AASB 9. Instead,
the classification and measurement requirements of AASB 9 are applied to the instrument.

1 IPSASB has a financial instruments project in which it is reviewing IPSAS 29 in the light of IFRS 7 Financial
Instruments: Disclosures and IFRS 9 requirements. An Exposure Draft is scheduled for mid 2017. (see
https://www.ipsasb.org/projects/financial-instruments-update-project)

2 Some discussion of the requirements in Appendix C of AASB 9 and how they differ from the requirements in IPSASs
is included in the separate detailed comparisons of AASB 132 Financial Instruments: Presentation and IPSAS 28 i in
the Other section; and AASB 137 Provisions, Contingent Liabilities and Contingent Assets and IPSAS 197 in the
Disclosure section.

3 AASB 9 is not required to be applied until annual reporting periods beginning on or after 1 January 2018. Therefore,
most if not all not-for-profit public sector entities will not apply it for the first time until their reporting period ending 30
June 2019. In the meantime, those entities will continue to apply the pre-AASB 9 version of AASB 139. Although this
high-level comparison focuses on comparing AASB 9 and IPSAS 29; until AASB 9 is applied, it is relevant to note that
the pre-AASB 9 version of AASB 139 and IPSAS 29 (which incorporates IFRIC 9 and IFRIC 16 as authoritative
appendices)arebr oadly consistent. The main difference, as identified
is that IPSAS 29 contains additional application guidance to deal with concessionary loans and financial guarantee
contracts entered into at nil or nominal consideration. AASB 139 does not deal with these areas.

4 IAS 39 requirements have been replaced by IFRS 9, except for the hedge accounting requirements, which are
retained in IAS 39 as a limited alternative to the new hedge accounting requirements in IFRS 9.
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Impairment

AASB 9 adopts the expected loss model where entities are required to recognise an allowance for either 12-month or
lifetime expected losses depending on whether there has been a significant increase in credit risk since initial
recognition. IPSAS 29 adopts an incurred loss model, which requires entities to only consider those losses that arise
from past events and current conditions. In addition to those factors, AASB 9 also requires entities to consider forward-
looking information that is available to determine impairment.

Measurement of unquoted equity instruments

IPSAS 29 requires fair value measurement for unquoted equity instruments except when fair value cannot be reliably
determined, in which case measurement at cost is permitted. AASB 9 requires all equity instruments to be measured at
fair value, but acknowledges that, under certain circumstances, the cost may be an appropriate estimate of fair value.

Hedge Accounting

On first-time adoption of AASB 9, an entity that has existing hedges may elect to continue to apply the hedge accounting
requirements in AASB 139. If it makes that election, it must do so for all hedges, whether existing or new hedges. The
hedge accounting requirements in AASB 139 and IPSAS 29 are not substantively different and thus there is not
expected to be any differences in practice if an entity adopts IPSAS 29 or elects to continue with the hedge accounting
requirements in AASB 139.

However, if an entity elects to adopt hedge accounting but does not adopt AASB 139 hedge accounting requirements or
is not eligible to adopt those requirements, the hedge accounting requirements in AASB 9 apply. In contrast to

AASB 139 (and IPSAS 29), these hedge accounting requirements adopt a principle-based approach and align hedge
accounting with risk management activities to better reflect these activities in the financial statements. Some of the
specific differences between these hedge accounting requirements in AASB 9 and IPSAS 29 are:

A AASB 9 allows hedge accounting to be applied to a wider range of circumstances by allowing entities to designate
non-derivative financial assets (or liabilities) that are accounted for at fair value through profit or loss as hedging
instruments. In contrast, IPSAS 29 only allows derivatives to be designated as hedging instruments and non-
derivative financial assets (or liabilities) used as a hedge of a foreign currency risk.

AASB 9 allows more instruments to be classified as hedged items than IPSAS 29.

v I

IPSAS 29 requires an entity to perform a numerical test of hedge effectiveness by using a numerical range of 80-
125%; whereas AASB 9 outlines more principle-based criteria with no specific numerical thresholds.

>

AASB 9 allows more flexibility in modifying a hedging relationship, also known as rebalancing, without terminating
the hedge.

In contrast to IPSAS 29, AASB 9 does not allow a hedge relationship to be terminated voluntarily unless there is a
change in risk management objective, the hedge expires or the hedged item is no longer eligible as a hedged item.
Conclusion

Overall, the current differences between AASBs 9/139 and IPSAS 29 noted above will give rise to significant differences
in practice.

It would not be appropriate for the AASB to amend AASBs 9/139 to align with IPSAS 29 for the not-for-profit sector as
IPSAS 29 is based on the pre-IFRS 9 version of IAS 39.

Back to Table 2
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Consolidated Financial Statements i
AASB 10

Relevant pronouncements:

A AASB 10 Consolidated Financial Statements (based on IFRS 10), and related parts of Interpretation 5 Rights to
Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds (based on IFRIC 5)

A IPSAS 35 Consolidated Financial Statements, based on IFRS 10 including amendments up to 31 December 2014*
AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 10: Aus4.1 and

Aus4.2.

Australian Implementation guidance for not-for-profit entities is included as Appendix E (IG paragraphs) to AASB 10 and
is an integral part of AASB 10.

AASB requirement

IPSAS requirement

Scope Para. Aus4.1i a parent that meets the criteria in Para. 57 a controlling entity that meets the
para. 4(a)(i)-(iii) need not present consolidated criteria in para. 5(a)-(d) need not present
financial statements if its ultimate or intermediate consolidated financial statements if its
parent produces financial statements that are ultimate or any intermediate controlling entity
available for public use in which subsidiaries are produces financial statements that are
consolidated or are measured at fair value through available for public use and comply with
profit or loss and: IPSASS, in which controlled entities are
A both the parent and its ultimate or intermediate consolidated or are mt_ee_lsured at fair value

. Iy . i through surplus or deficit.
parent are not-for-profit entities complying with o ]
AASBSs: or Para. 5(a) 1 one of the criteria a controlling
A ) ) ) . entity must satisfy to meet the exemption
both the parent an_d its l_JItlmate or .|.ntermed|ate from consolidation is that it is itself a
parent are complying W'th AASBs T Reduced controlled entity and the information needs of
) Disclosure Requirements; or users are met by its <
A the parent is complying with AASBs i Reduced | consolidated financial statements, and, in the
Disclosure Requirements and its ultimate or case of a partially owned controlled entity, all
intermediate parent is a not-for-profit entity its other owners, including those not
complying with AASBSs. otherwise entitled to vote, have been
- I informed about, and do not object to, the
Para. 4(a)(i) i one of the criteria a parent must . . h ) ;
B . S entity not presenting consolidated financial
satisfy to meet the exemption from consolidation is
7. o . ; statements.
that it is a wholly-owned subsidiary or is a partially ] ] ) ]
owned subsidiary of another entity and all its other IPSAS 22 Disclosure of Financial Information
owners, including those not otherwise entitled to about the General Government Sector,
vote, have been informed about, and do not object = Para. 23-251 in presenting financial
to, the parent not presenting consolidated financial information about the GGS, entities shall not
statements. apply the requirements of IPSAS 35 in
AASB 1049 Whole of Government and General respect of entities in the PFC a_nd PNFC
) ; . sectors. The GGS shall recognise its
Government Sector Financial Reporting paras. 19 : -
. ) . investment in the PFC and PNFC sectors as
and 20 7 a government shall present GGS financial
- o | L an asset.
statements in which it consolidates only entities that ) )
are within the GGS, using the consolidation Comparison with AASB
procedures specified in AASB 10. A GGS The respective relief from the requirement to
investment in a government controlled entity that is present consolidated financial statements are
within the public non-financial corporations (PNFC) broadly the same. (The references to
sector or the public financial corporations (PFC) AASB 1049 and IPSAS 22 are shown for
sector is recognised as an asset. completeness i see the separate comparison
(Para. BC 11 of AASB 2011-5 Amendments to of AASB 1049 and IPSAS 22 for a more
Australian Accounting Standards i Extending Relief | fulsome analysis of their differences.) The
from Consolidation, the Equity Method and differences mainly reflect the jurisdiction
Proportionate Consolidation and AASB 2011-6 specific factors relevant for each Standard
Amendments to Australian Accounting Standards i setter.
Extending Relief from Consolidation, the Equity
1 Therefore, IPSASB has not yet considered any amendments made to IFRS 10 since December 2014 as part of its

approach to IFRS convergence (seeThe | PSASBO&s
(September 2015, page 11).)
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AASB requirement

IPSAS requirement

Method and Proportionate Consolidation i Reduced
Disclosure Requirements explains that the AASBO s
view is based on the principle that financial
statement users would be able to satisfy their
information needs through the consolidated financial
statements prepared by the parent higher up in the
group. However, the AASB decided that such relief
should not be available in relation to the General
Government Sector (GGS) of each Federal, State
and Territory Government due to the unique
circumstances related to the GGS, its relationship to
the whole of government and its macro-economic
significance. The AASB also decided that the partial
consolidation basis for GGS financial statements
required by AASB 1049 would not be amended.)

Accordingly, do not expect differences in
practice, except to the extent that para. 4(a)(i)
of AASB 10 provides greater relief from
consolidation than para. 5(a) of IPSAS 35, by
virtue of AASB 10 allowing the exemption on
the presumption that ¢
consolidated financial statements satisfy the
needs of the subsidiar
IPSAS 35 requires judgement as to whether a

controlling entityds ¢
statements would satisfy the needs of the
controlled entityods uts

discussion about para. 9 of IPSAS 35, within
this Scope section below).

Para. Aus4.2 1 the ultimate Australian parent shall
present consolidated financial statements that
consolidate its investments in subsidiaries when the
parent and/or the group is a reporting entity, except
if the ultimate Australian parent is required to
measure all of its subsidiaries at fair value through
profit or loss.

IPSAS 35 does not address the situation of
an ultimate national controlling entity.

Comparison with AASB

This would result in differences in practice as,
under AASB 10, an ultimate Australian parent
that is not an investment entity would be
required to present consolidated financial
statements that consolidate its investments in
subsidiaries even if its overseas ultimate or
intermediate parent also presents
consolidated financial statements that are
available for public use and comply with
IFRSs (or, indeed, IPSASS). In contrast, the
requirements of IPSAS 35 are not affected by
national borders.

AASB 10 does not explicitly provide additional public
sector specific guidance about when the exemption
from consolidation would not apply.

Para. 81 acontrolled entity is not excluded
from consolidation because its activities are
dissimilar to other entities within the economic
entity.

Para. 97 the exemption from preparing
consolidated financial statements in para. 5
does not apply where the information needs
of a contr ol | wodldrtbe met
by the consolidated financial statements of its
controlling entity. For example, consolidated
financial statements at a whole-of-
government level may not meet the
information needs of users in respect of key
sectors of a government. In many jurisdictions
there are legislated financial reporting
requirements intended to address the
information needs of such users.

Comparison with AASB

There could be significant differences in
practice, depending on how the criterion in
para. 5(a) combined with para. 9 of
IPSAS 35, is applied in practice.

—

Interpretation 5, para. 8 7 If a contributor to a
decommissioning fund determines that it has control
or joint control of, or significant influence over, the
fund by reference to AASB 10, AASB 11 Joint
Arrangements and AASB 128 Investments in
Associates and Joint Ventures, it shall account for
its interest in the fund in accordance with those
Standards.

41

IPSAS 35 does not provide explicit guidance
on accounting for interests in
decommissioning funds.

Comparison with AASB

Do not expect any greater differences in
practice for decommissioning funds than for
other entities that need to be assessed for
control, because para. 8 of Interpretation 5

AASB 10 and IPSAS 35



AASB requirement IPSAS requirement
merely codifies what would be expected in
practice.?
However, more generally, to the extent there
are different interpretations of control under
AASB 10 compared with IPSAS 35 as
discussed below (see for example the
comparison of para. B53 of AASB 10 with
para. 27 of IPSAS 35 in the Defined terms
section below), significant differences could
arise in practice.
Defined Consistent, insofar as they are specific to the topic of consolidated financial statements, except as
terms noted below. Any substantive differences in terms used in both Standards but defined in other
Standards are identified in the comparisons of those other Standards. Substantive differences in any
general terms and their definitions in both Standards are identified in the Comparison of Definitions of
General Terms at the end of this Appendix.
AASB 10 does not provide additional public sector Para. 16 1 other terms sometimes used to
specific guidance on the terminology used to refer to | refer to an economic entity include
an economic entity, or the need to refer to administrative entity, financial entity,
constitutional arrangements. consolidated entity, and group. An economic
entity may include entities with both social
policy and commercial objectives.
Para. 171 the determination of an economic
entity will need to be made having regard to
the constitutional arrangements in a
jurisdiction.
Comparison with AASB
Do not expect significant differences in
practice.
Para. B53 and related Example 11 i refers to an Para. 271 in the case of an entity established
entity established with predetermined activities, but with predetermined activities, the right to
does not go so far as to say the right to direct the direct the relevant activities may have been
relevant activities may have been exercised at the exercised at the time that the entity was
time that the entity was established. established, but is still considered in the
Predetermined activities are generally no longer assessment of control.
considered when assessing control under AASB 10. | Comparison with AASB
This could give rise to significant differences
in practice, with fewer entities being
consolidated under AASB 10 than under
IPSAS 35.
Para.17 i an investor controls an investee if the Para. 351 an entity controls another entity if
investor not only has power over the investee and the entity not only has power over the entity
exposure or rights to variable returns from its being assessed for control and exposure or
involvement with the investee, but also has the rights to variable benefits from its involvement
ability to use its power | withthe other entity, but also has the ability to
from its involvement with the investee. use its power to affect the nature or amount
Para.1G187t he nature of -f@-preit of the benefits from its involvement with the
context has a broad scope, encompassing financial, = €ntity being assessed for control.
non-financial, direct and indirect benefits, whether Comparison with AASB
positive or negative, including the achievement or Do not expect differences in practice.
furtherance of the inves
Recognition Para. B94 i requires an entity to attribute the profit Para. 491 requires an entity to attribute
or loss and each component of other comprehensive | surplus or deficits and each gain or loss
income to the owners of the parent and to the non- directly recognised in net assets/equity to the
controlling interests. owner of the controlling entity and to the non-
controlling interests.
Comparison with AASB
IPSASs do not adopt the concept of d@ther
2 Para.BC2of | FRI C 5 st ates: AOn the issue of whether the fund
concluded that the nor mal requirements é apply and that
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AASB requirement

IPSAS requirement

comprehensive incomed(see the separate
comparison of AASB 101 Presentation of
Financial Statements and IPSAS 1
Presentation of Financial Statements).
However, within that context, the
requirements relating to attributing the various
components to the parent and non-controlling
interests are broadly similar under both
IPSAS 35 and AASB 10.

Therefore, do not expect substantive
differences in practice.

Measurement

Para. 3271 if an investment entity has a subsidiary
that is not itself an investment entity and whose
main purpose and activities are providing services
that relate to the inves
activities, it shall consolidate that subsidiary and
apply the requirements of AASB 3 Business
Combinations to the acquisition of any such
subsidiary.

Para. 57 1 if an investment entity has a
controlled entity that is not itself an
investment entity and whose main purpose
and activities are providing services that
relate to the invest me
activities, it shall consolidate that controlled
entity and apply the requirements of

IPSAS 40 Public Sector Combinations to the
acquisition of any such controlled entities.
Comparison with AASB

This could give rise to significant differences
in practice to the extent AASB 3 differs from

IPSAS 40 (see the separate comparison of
AASB 3 and IPSAS 40).

Para. 331 a parent entity that is not itself an
investment entity is required to consolidate all
entities that it controls, including those controlled
through an investment entity subsidiary.

Para. 58 1 a controlling entity that is not itself
an investment entity is required to present
consolidated financial statements in which it:

A measures the investments of a controlled
investment entity at fair value through
surplus or deficit

A consolidates the other assets, liabilities,
revenue and expenses of the controlled
investment entity.

Comparison with AASB

This would give rise to significant differences
in accounting for the investments of controlled
investment entities in the consolidated
financial statements of a parent entity that is
not itself an investment entity. IPSAS 35
would measure such investments at fair value
through surplus or deficit, whereas AASB 10
would consolidate the underlying assets and
liabilities.

Other

Appendix E i Australian Implementation Guidance
for not-for-profit entities is an integral part of

AASB 10. The guidance explains and illustrates the
principles in the AASB 10 for not-for-profit entities,
particularly to address circumstances where a for-
profit perspective taken in the body of AASB 10
does not readily translate to a not-for-profit
perspective.

IPSAS 35 is drafted from a not-for-profit
public sector perspective and therefore
includes relevant guidance within its body. It
also provides lllustrative Examples that
accompany, but are not part of, the Standard.

Comparison with AASB

Do not expect differences in practice, except
potentially in relation to the effect
predetermined activities might have on the
assessment of control. In developing the
Australian Implementation Guidance, the
AASB considered the examples being
developed by the IPSASB at the time. In
subsequently finalising its examples, the
IPSASB considered the AASB examples.
Accordingly, there is a strong correlation
between the two sets of examples, despite
the more than two-year time difference
between issuing them.

Overall comment: the AASB took account of the IPSASB deliberations as the respective Standards, including
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: AASB requirement . IPSAS requirement

Appendix E of AASB 10, were being developed. However, given IPSAS 35 makes more explicit reference to control in
the case of an entity established with predetermined activities (and the New Zealand External Reporting Board
(NZXRB) decided to provide more guidance on the relationship between predetermined activities and control in its
Standard PBE IPSAS 35 Consolidated Financial Statements) the AASB should consider the suitability of the IPSASB
and/or NZXRB approach to predetermined activities for the Australian not-for-profit sector.

Back to Table 2
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Joint Arrangements i AASB 11

Relevant pronouncements:

A AASB 11 Joint Arrangements (based on IFRS 11), and related parts of Interpretation 5 Right to Interests arising
from Decommissioning, Restoration and Environmental Rehabilitation Funds (based on IFRIC 5)

A

IPSAS 37 Joint Arrangements, based on IFRS 11 including amendments up to 31 December 2014"

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 11 or Interpretation 5.

AASB requirement

IPSAS requirement

Scope

Interpretation 5, para. 8 1 if a contributor to a
decommissioning fund determines that it has
control or joint control of, or significant influence
over, the fund by reference to AASB 10
Consolidated Financial Statements, AASB 11 and
AASB 128 Investments in Associates and Joint
Ventures, it shall account for its interest in the
fund in accordance with those Standards.

No explicit guidance on accounting for interests
in decommissioning funds.

Comparison with AASB

Do not expect significant differences in practice
because para. 8 of Interpretation 5 merely
codifies what would be expected in practice.?

Defined terms

Consistent, insofar as they are specific to the topic of joint arrangements. Any substantive
differences in terms used in both Standards but defined in other Standards are identified in the
comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the

end of this Appendix.

Recognition,
Measurement
and
Disclosure

Paras. 21A and B33A 1 when an entity acquires
an interest in a joint operation that is a business,
as defined in AASB 3 Business Combinations, it
shall apply the principles for business
combinations in AASB 3 and other AASBs that do
not conflict with the guidance in AASB 11 and
disclose the information required by those
Standards in relation to business combinations.

Paras. 24A and AG33A 7 when an entity
acquires an interest in a joint operation in which
the activity of the joint operation constitutes an
operation, as defined in IPSAS 40 Public Sector
Combinations, it shall apply the principles of
acquisition accounting in IPSAS 40 and other
IPSASs that do not conflict with the guidance in
IPSAS 37 and disclose the information that is
required in those IPSASs in relation to
acquisitions.

Comparison with AASB

Do not expect significant differences in practice
(although see the separate comparison of
AASB 3 and IPSAS 40 in relation to the impact
of the definit AASB 3 dffering
from the def i ni tIRSA®40) f

Overall comment: no significant practical differences between AASB 11/Interpretation 5 and IPSAS 37 have been

identified.
Back to Table 2
1 Therefore, IPSASB has not yet considered any amendments made to IFRS 11 since December 2014 as part of its
approach to IFRS convergence (seeThe | PSASBdés Strategy for 2015 Forward:
(September 2015, page 11).)
2 Para. BC2 of | FRIC 5 states: fo@dbe ¢cohselidated @ eqaity ac€ounted, the IRRIC  t
concluded that the normal requirements é apply and that
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Disclosure of Interests in Other Entities 1
AASB 12

Relevant pronouncements:
A AASB 12 Disclosure of Interests in Other Entities, based on IFRS 12
A IPSAS 38 Disclosure of Interests in Other Entities, based on IFRS 12 including amendments up to 31 December

2014*

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 12.

Australian implementation guidance for not-for-profit entities is included as Appendix E (IG paragraphs) to AASB 12 and
is an integral part of AASB 12.

AASB requirement . IPSAS requirement
Scope Consistent
Defined Consistent, insofar as they are specific to the topic of disclosure of interests in other entities. Any
terms substantive differences in terms used in both Standards but defined in other Standards are identified in
the comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the end
of this Appendix.
Disclosure | Paras. 7 and 8 1 disclosure is required Para 12 i disclosure is required to be made about the
to be made about significant judgements | methodology used to determine:
a}nd assumptions made in determining: A control, joint control or significant influence over another
A control, joint control or significant entity
!nflueqce over anot_her entity A the type of joint arrangement (ie joint operation or joint
including changes in the
: . venture) when the arrangement has been structured
conclusions during the year .
; through a separate vehicle.
A _th_e type ofj_omt arrangement (ie Comparison with AASB
joint operation or joint venture) Thi Id aive ri diff in discl b
when the arrangement has been is could give rise to differences in disclosures because
AASB 12 requires disclosure of significant judgements and
structured through a separate . . .
vehicle. assumptions whereas IPSAS 38 requires disclosure of the
methodology used.
AASB 10 Consolidated Financial Para. 341 a controlling entity that controls an investment
Statements requires a parent entity that entity and is not itself an investment entity is required to
is not itself an investment entity to disclose in its consolidated financial statements the same
consolidate its investment entity information required for an investment entity, in respect of
subsidiaries. such unconsolidated controlled entities.
Comparison with AASB
AASB 12 does not have similar disclosure requirements to
IPSAS 38 because of the AASB 10 requirement. (See also
the separate comparison of AASB 10 and IPSAS 35
Consolidated Financial Statements.) Accordingly, this would
give rise to IPSAS 38 having additional disclosures, to
compensate for non-consolidation.
AASB 12 does not specify disclosure Para. 49 and 50 7 in respect of each non-quantifiable
requirements relating to non-quantifiable i ownership interest, an entity is required to disclose:
ownership interests. A the name of the entity in which it has an ownership
interest
A the nature of its ownership interest in the entity.
Comparison with AASB
This could give rise to IPSAS 38 having additional
1 Therefore, IPSASB has not yet considered any amendments made to IFRS 12 since December 2014 as part of its
approach to IFRS convergence (seeThe | PSASBdés Strategy for 2015 Forward:
(September 2015, page 11).)
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AASB requirement

IPSAS requirement

disclosures.

AASB 12 does not specify disclosures
regarding intention, or changes in that
intention, to dispose of controlling
interests. However, AASB 5 Non-current
Assets Held for Sale and Discontinued
Operations contains related
requirements?.

For example, para. 30 of AASB 51 an
entity shall present and disclose
information that enables users of the
financial statements to evaluate the
financial effects of disposals of non-
current assets.

Paras. 51-55 71 a non-investment entity is required to
disclose information regarding its interests in a controlled
entity when, at the point at which control arose, the entity
has the intention of disposing of that interest.

Para. 56 1 in the period in which the entity disposes of the
controlling interest or ceases to have the intention to dispose
of the controlling interest it shall disclose:

A the fact there has been a disposal or change of
intention

A the effect of the disposal or change of intention on the
consolidated financial statements.

Comparison with AASB

Do not expect significant differences in disclosures, although
IPSAS 38 has more explicit disclosure requirements about
changes of intentions.

Other

Appendix E T Australian Implementation
Guidance for not-for-profit entities is an
integral part of AASB 12. The Guidance
explains and illustrates the definition of
6structur ed-foepnofiti t y o
entities, to address circumstances

where the for-profit perspective taken in
the body of AASB 12 does not readily
translate to a not-for-profit perspective.

IPSAS 38 is drafted from a not-for-profit public sector
perspective and therefore includes guidance about
structured entities for not-for-profit entities within its body.

Comparison with AASB

The guidance in Australian Implementation Guidance on
identifying structured entities of not-for-profit entities and
determining control of such entities is similar to that in
IPSAS 38.

However, unlike AASB 10, para. 27 of IPSAS 35 notes that,
in the case of an entity established with predetermined
activities, the right to direct the relevant activities may have
been exercised at the time the entity was established.
Accordingly, there could be differences in the disclosures
made under the respective Standards in practice in relation
to entities established where the relevant activities are
predetermined. (See also the separate comparison of
AASB 10 and IPSAS 35).

Overall comment: AASB 12 is a disclosure only Standard. As noted in the Introduction to this Report, differences in
disclosures are regarded as less significant than the other types of differences. Some of the differences between
AASB 12 and IPSAS 38 are a consequence of differences in other Standards. Accordingly, it would not be appropriate
for the AASB to amend AASB 12 to remove the differences for the not-for-profit sector.

Back to Table 2

2

There is no IPSAS that corresponds to AASB 5 (see the separate high-level comparison of AASB 5 and IPSASS).
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Fair Value Measurement 1 AASB 13

Relevant pronouncements:
A AASB 13 Fair Value Measurement, based on IFRS 13

A IPSAS: there is no specific IPSAS that prescribes requirements relating to fair value measurement. However, a
number of IPSASs specify that the items within their scope be measured at fair value. Some of those IPSASs
provide guidance about how that fair value is to be measured, and related disclosures.®

AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus93.1 is included in AASB 13.

AASB requirement IPSAS requirement
High-level Para. 17 the objective of AASB 13 is to: There is no one specific IPSAS that provides guidance
comparison A define fair value on the fair value measurement and related
Definition, ) disclosures. Further, IPSASB currently has not
Measurement. | /2 setoutin asingle AASB a framework considered the applicability of IFRS 13 to public sector
Techniques , for measuring fair value entities.
A require disclosures about fair value IPSAS 9 Revenue from EXChange Tl’ansactions,
measurements. para. 117 fair value is defined as the amount for which
. . . . an asset could be exchanged, or a liability settled,
Para. 97 fair value is defined as the price :
. bet ween knowl edgeabl e, wil
that would be received to sell an asset or -
- A length transaction.
paid to transfer a liability in an orderly ) ) )
transaction between market participants at IPSAS 30 Financial Instruments: Disclosures, para. 32
the measurement date. i fair value measurements recognised for each class
. . of financial instrument in the statement of financial
Para. 1571 a fair value measurement o ; . . .
PRI position shall be disclosed. An entity shall classify fair
assumes that the asset or liability is : ; .
- - value measurements using a fair value hierarchy that
exchanged in an orderly transaction - - ) .
o reflects the significance of the inputs used in making
between market participants to sell the . -
S the measurements. The fair value hierarchy shall have
asset or transfer the liability at the - .
the following levels:
measurement date under current market )
conditions. A Level 1: quoted prices (unadjusted) in active
Para. 161 a fair value measurement markets for identical assets or liabilities
assumes that the transaction to sell the A Level 2: inputs other than quoted prices included
asset or transfer the liability takes place within Level 1 that are observable for the asset or
either: liability, either directly (ie as price) or indirectly (ie
A in the principal market for the asset or ) derived from prices)
liability; or A Level 3 inputs for the asset or liability that are not
A inthe absence of a principal market, in based on observable market data (unobservable
the most advantageous market for the inputs).
asset or liability. IPSAS 17 Property, Plant, and Equipment, para. 44 7
Paras. 61-66 i provide guidance on when an asset chooses the revaluation model as its
appropriate valuation techniques for accounting policy, after recognition as an asset, an
measuring fair value. Those techniques item of property, plant, and‘ equipment WhOS.e fair
include: value can be measured reliably shall be carried at a
i . ) revalued amount, being its fair value at the date of the
A Para. B5T the market approach, which  revaluation, less any subsequent accumulated
uses prices and other relevant depreciation, and subsequent accumulated impairment
information generated by market losses. Revaluations shall be made with sufficient
transactions involving identical or regularity to ensure that the carrying amount does not
comparable (ie similar) assets, differ materially from that which would be determined
liabilities or a group of assets and using fair value at the reporting date.
. liabilities, such as business IPSAS 17, para. 457 the fair value of items of plant
A Para. B8i the cost approach, which and equipment is usually their market value
reflects the amount that would be determined by appraisal. Current market prices can
required currently to replace the usually be obtained for land, non-specialised building,
service capacity of an asset (often motor vehicles, and many types of plant and
referred to as current replacement equipment.
1 The IPSASB is currently undertaking a Public Sector Measurement Project (see http://www.ipsasb.org/projects/public-
sector-measurement).
2 See www.ipsasb.org/system/files/meetings/files/Agenda-Item-1.7-IFRS-Tracking-Table-March-2017-v2.pdf
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AASB requirement

IPSAS requirement

cost)
A Para. B10 i the income approach,
converts future amounts (eg cash flows
or income and expenses) to a single
current (ie discount) amount. When the
income approach is used, the fair value
measurement reflects current market
expectations about those future
amounts.

Paras. 72-90 1 provide guidance on a fair
value hierarchy that categorises into three
levels (paras. 76-90) the inputs to valuation
techniques used to measure fair value. The
fair value hierarchy gives the highest priority
to quoted prices (unadjusted) in active
markets for identical assets or liabilities
(Level 1 inputs) and the lowest priority to
unobservable inputs (Level 3 inputs).

AASB 2016-4 Amendments to Australian
Accounting Standards i Recoverable
Amount of Non-Cash-Generating
Specialised Assets of Not-for-Profit Entities
Basis for Conclusions states:

ABCl2 The AASB noted
under AASB 13 is defined as an exit price.
Therefore, CRC [current replacement cost]
under AASB 13 is conceptually different
from DRC [depreciated replacement cost]
as a measure of value in use under

AASB 136, being an entry price. The AASB
noted, however, that:

(a) the description of the cost approach in
AASB 13 indicates that CRC
incorporates obsolescence as does the
definition of DRC under AASB 136,
where accumulated depreciation
encompasses obsolescence;

(b) valuers use similar approaches in

determining DRC and CRC. Factors

such as physical obsolescence,
functional obsolescence and economic
obsolescence are all considered in
determining each measure; and

valuersod6 practice
as a starting point whether the
valuation is of a specialised asset in its
current use or an alternative use and
whether there are any restrictions on
the use of the asset.

BC13 The AASB concluded that DRC as a
measure of value in use of specialised
assets that are rarely sold is unlikely to be
materially different from DRC (or CRC) as a
measure of fair value of such assets. This is
because, for non-cash-generating
specialised assets, the market is typically
inactive and their highest and best uses
would usually be their current uses rather
than their sale, resulting in CRC of such

(©

IPSAS 17, para. 47 1 if no evidence is available to
determine the market value in an active and liquid
market of an item of property, the fair value may be
established by reference to other items with simialr
characteristics, in similar circumstances and location.
In the case of specialised buildings and other man-
made structures, fair value may be estimated using
depreciated replacement cost, or the restoration or
service units approaches (see IPSAS 21).

IPSAS 17, para. 48 1 if there is no market-based
evidence of fair value because of the specialised
nature of the item of plant and equipment, an entity
may need to estimate fair value using, for example,
reproduction cost, depreciated replacement cost, or
the restoration cost or service units approaches (see
IPSAS 21).

IPSASB Conceptual Framework Basis for
Conclusions® states (footnote omitted):

ABC7.20 The Exposure Drafi
as a measurement basis. Rather it proposed market
value, which was defined in the same way as fair value
in the | PSASBO6s | iteratur«
Framework was developed. A number of respondents
challenged the omission of fair value as a

measurement basis. They pointed out that fair value is

a measurement basis that is defined and used in
specifying measurement requirements by many global
and national standard setters and that a definition of
fair value had been used ¢
literature. Many supporters of fair value considered

that the definition should be an exit value as defined in
International Financial Reporting Standards (IFRS).

BC7.21 The | PSASBO6s rati
proposed in the Exposure Draft was that fair value is
similar to market value and the inclusion of both
measurement bases could be confusing to users of
financial statements. The IPSASB also noted that fair
value in IFRS is explicitly an exit valued unlike the
definition of fair value i
time the Conceptual Framework was developed.
Therefore, the relevance of fair value in the public

sector is likely to be primarily limited to providing
information on financial capacity, rather than on
providing information on operating capacity and the

cost of services. In addition, in this chapter

replacement cost is a measurement basis in its own
right, rather than a valuation technique to determine

fair value.

BC7.22 In the public sector many assets are
specialized and differences in entry and exit prices are
therefore significant. Where an asset will provide
future services or economic benefits with a greater
value than the assetodos exi
exit values is not the most relevant basis. Where the
most resource efficient course is to sell the assetd
because the value of the services that it will provide or
the expected cash flows from use is not as great as
the value receivable from sale, the most relevant
measurement basis is likely to be net selling price,
which reflects the costs of sale and, although likely to

(o]

As noted in the Introduction to this Report, a comparison of the AASB Conceptual Framework and the IPSASB

Conceptual Framework will be undertaken in due course.
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AASB requirement IPSAS requirement

assets being not materially different from be based on market evidence, does not assume the
their DRC. O existence of an open, active and orderly market.

BC7.23 In considering the merits of fair value as a
measurement basis, the IPSASB accepted that fair
value provides a relevant basis for assessing a
financial return. Where assets are stated at fair value,
financial performance can be assessed in the context
of the return implicit in market values. However, public
sector activities are not generally carried out with a
view to obtaining a financial return, so the relevance of
assessing any such return is limited. 0

Comparison with AASB

Fair value in AASB 13 is explicitly an exit value, which
is fundamentally different from how it is currently
defined in IPSASs. Therefore, conceptually, there are
differences in what the respective Standards refer to
as fair value measurements. However, differences
may or may not arise in practice. This is due to the
valuation techniques/approaches for measuring fair
value adopted under the two sets of Standards. For
example:

A where market-based evidence is available, such
as for many financial instruments, it is expected
that the same evidence would be used under both
sets of Standards

A where market-based evidence is not available,
such as for specialised buildings and other man-
made structures and specialised plant and
equipment, broadly, there could be a difference if
an entity estimates fair value by using current
replacement cost under AASB 13 and uses the
depreciated replacement cost approach,
restoration cost approach, or service units
approach, as appropriate, under IPSAS 17. This
is because current replacement cost under
AASB 13 would not necessarily reflect the same
kinds of factors that the depreciated replacement
cost approach, the restoration cost approach or
the service units approach reflect under

IPSAS 17°.

Disclosures Para. 917 an entity shall disclose Individual IPSASSs that specify fair value measurement
information that helps users of its financial contain disclosure requirements relating to that
statements assess both of the following: measurement. They are not repeated in this high-level
A . summary. Where pertinent, the disclosures are

for assets and liabilities that are

highlighted as differences in the relevant separate

measured at fair value on a recurring or )
comparison tables.

non-recurring basis in the statement of

financial position after initial Comparison with AASB

recognition, the valuation techniques The broad thrust of the respective disclosures are
and inputs used to develop those similar (see, for example, the detailed comparison of
measurements. AASB 16 and IPSAS 17). However, there could be

A for recurring fair value measurements differences in practice.

using significant unobservable inputs
(Level 3), the effect of the
measurements on profit or loss or other
comprehensive income for the period.

4 | PSASs appear to use the term 6depreciated repl atbedermesnt cost 6 i
6depreciated replacement costdé and O6current replacement costd.
such a way that explicitly presumes it does not encapsulate impairments, and therefore IPSAS 17 effectively

suppl ementrsectihat eddd erpe pl acement costd approach with the restora
approach, to ensure the effects of impairments are taken into account in measuring the fair value of an asset. In

contrast, the AASB usesl|l abeméretr mcodtd@&pardi atedr eetpp repl acement
implicitly encapsulates impairments.
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AASB requirement

IPSAS requirement

Para. Aus93.1 1 notwithstanding para. 93,
in respect of not-for-profit public sector
entities, for assets within the scope of
AASB 116 Property, Plant and Equipment
for which the future economic benefits are
not primarilydepend ent on t he
ability to generate net cash inflows, the
following requirements do not apply:

A in para. 93(d), t
measurements categorised within
Level 3 of the fair value hierarchy, an
entity shall provide quantitative
information about the significant
unobservable inputs used in the fair
value measurement. An entity is not
required to create quantitative
information to comply with this
disclosure requirement if quantitative
unobservable inputs are not developed
by the entity when measuring fair value
(eg when an entity uses prices from
prior transactions or third-party pricing
information without adjustment).
However, when providing this
disclosure an entity cannot ignore
quantitative unobservable inputs that
are significant to the fair value
measurement and are reasonably
available to the

h ¢

er

A para. 93(f) i which relates to certain
disclosures about unrealised gains and
losses included in profit or loss

A para. 93(h)(i) i which relates to certain
disclosures about the effects of
changes in reasonably possible
alternative assumptions used in
estimating Level 3 fair values.

Standards
that require
fair value
measurement

Below are those AASBs and IPSASSs that include requirements relating to fair value measurement. In
general, where pertinent, the related individual comparison tables include references to differences in
measurement requirements between an AASB and its corresponding IPSAS.

A AASB 3 Business Combinations

A AASB 7 Financial Instruments:
Disclosure

A AASB 9 Financial Instruments

A AASB 10 Consolidated Financial
Statements

p>N

AASB 15 Revenue from Contracts
with Customers

AASB 16 Leases

AASB 102 Inventories

> > >

AASB 116 Property, Plant and
Equipment

AASB 1051 Land under Roads

p>N

AASB 119 Employee Benefits

> >

AASB 128 Investments in Associates
and Joint Ventures

51

> >y > > > prg

> >

IPSAS 40 Public Sector Combinations
IPSAS 30 Financial Instruments: Disclosures
IPSAS 29 Financial Instruments: Recognition
and Measurement

IPSAS 35 Consolidated Financial Statements

IPSAS 9 Revenue from Exchange Transactions
IPSAS 11 Construction Contracts

IPSAS 13 Leases
IPSAS 12 Inventories

IPSAS 17 Property, Plant, and Equipment

IPSAS 25 Employee Benefits

IPSAS 36 Investments in Associates and Joint
Ventures

AASB 13 and IPSASs



AASB requirement

IPSAS requirement

A AASB 136 Impairment of Assets

AASB 138 Intangible Assets
AASB 140 Investment Property
AASB 141 Agriculture

AASB 1004 Contributions

AASB 1058 Income of Not-for-
Profit Entities

> >y > D>

A

> > > > >

IPSAS 21 Impairment of Non-Cash-Generating
Assets

IPSAS 26 Impairment of Cash-Generating
Assets

IPSAS 31 Intangible Assets
IPSAS 16 Investment Property
IPSAS 27 Agriculture

IPSAS 23 Revenue from Non-Exchange
Transactions (Taxes and Transfers)

Overall comment: broadly, there could be differences in practice in the measurement of fair value under AASB 13 and
IPSASs (particularly IPSAS 17), and potentially for disclosures. However, the differences between AASB 13 and IPSASs
do not provide a basis for amending AASB 13 for the not-for-profit sector. While there has been some criticism of

AASB 13 by some AASB constituents raised as part of the AASB agenda consultation and IFRS review project, those
constituents have only sought more guidance rather than a shift away from fundamentals. At its May 2017 meeting the

AASB decided to add this project to its work plan.

Back to Table 2
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Regulatory Deferral Accounts i AASB 14

Relevant pronouncements:
A AASB 14 Regulatory Deferral Accounts, based on IFRS 14

A IPSAS: there is no specific IPSAS that prescribes requirements relating to regulatory deferral accounts
AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 14.

AASB requirement IPSAS requirement

High-level Para. 27 AASB 14 requires: There is no specific IPSAS that specifies
comparison A requirements for regulatory deferral accounts.

Indeed, IPSASs make no explicit reference to
6regul atory deferral accc

limited changes to the accounting
policies that were applied in accordance
with previous generally accepted
accounting principles (previous GAAP) Comparison with AASB

for regulatory deferral account balances, : Expect significant differences in the accounting for
which are primarily related to the regulatory deferral accounts.

presentation of these accounts

A disclosures that:
o identify and explain the amounts

recognised in the
statements that arise from rate
regulation

o help users of the financial
statements to understand the
amount, timing and uncertainty of
future cash flows from any
regulatory deferral account balances
that are recognised.

Scope Para. 517 an entity is permitted to apply the IPSASs do not explicitly specify requirements for
requirements of AASB 14 in its first rate-regulated activities. Nor do they define
Australian-Accounting-Standards financial 6regul atory deferral accc
statements if and only if it: regul ationé.

A conducts rate-regulated activities; and Comparison with AASB
A recognised amounts that qualify as There could be significant differences as a result of

AASB 14, in contrast to IPSASSs, specifying

regulatory deferral account balances in . S :
requirements for, and defining rate regulation.

its financial statements in accordance
with its previous GAAP.

Para. 6 i an entity shall apply the
requirements of AASB 14 in its financial
statements for subsequent periods if and only
if, in its first Australian-Accounting-Standards
financial statements, it recognised regulatory
deferral account balances by electing to apply
the requirements of AASB 14.

Appendi x A: definitio
account bthelbalance ®ftany
expense (or income) account that would not
be recognised as an asset or a liability in
accordance with other Standards, but that
qualifies for deferral because it is included, or
is expected to be included, by the rate
regulator in establishing the rate(s) that can
be charged to customers.

Appendi x A: definitiiao
framework for establishing the prices that can
be charged to customers for goods or
services and that framework is subject to
oversight and/or approval by a rate regulator.

Overall comment: it would not be appropriate for AASB to exclude the not-for-profit sector from the application of
AASB 14 as that would create a gap in accounting requirements.

Back to Table 2

53
AASB 14 and IPSASs



Revenue from Contracts with Customers 1
AASB 15

Relevant pronouncements:
A AASB 15 Revenue from Contracts with Customers, based on IFRS 15.

A IPSAS 9 Revenue from Exchange Transactions (based on IAS 18 Revenue (Revised 1993), which has since been
superseded by IFRS 15) and IPSAS 11 Construction Contracts (based on IAS 11 Construction Contracts
(Revised 1993), which has since been superseded by IFRS 15).*
See also the separate detailed comparison of AASB 1004 Contributions/AASB 1058 Income of Not-for-Profit
Entities/Interpretation 1038 Contributions by Owners Made to Wholly-Owned Public Sector Entities with IPSAS 23
Revenue from Non-Exchange Transactions.
AASB Aus paragraphs: AASB 15 includes Aus paras. (Aus5.1, Aus7.1, Aus9.1 and AusB34.1) and authoritative
guidance (Appendix F) for not-for-profit entities, to assist those entities applying the Standard. It addresses the following
aspects of accounting for contracts with customers:

A identifying a contract with a customer
A identifying performance obligations

A allocating the transaction price to performance obligations.

High-level comparison®

As noted above, IPSAS 9 and IPSAS 11 are based on the principles of superseded IAS 18 Revenue (incorporated into
AASB 118 Revenue) and IAS 11 Construction Contracts (incorporated into AASB 111 Construction Contracts), rather
than those of IFRS 15 Revenue from Contracts with Customers (incorporated into AASB 15). IPSAS 9 and IPSAS 11
adopt a O0risks and r eASB Ibadoptsaapimmsierafccontraldapproaeha Accordingly, a detailed
comparison of requirements is of limited value.

AASB 15 also has more guidance on when to identify separate goods and services in contracts, the impact of the time
value of money, and the accounting for warranties, rights of return, and licences of intellectual property than IPSAS 9
and IPSAS 11.

Conclusion

The timing of when to recognise revenue and the revenue recognition profile may differ significantly, although the
significance of the impact on recognised amounts in practice will depend on circumstances.

It would not be appropriate for the AASB to amend its requirements to align with IPSASB on these matters for the not-
for-profit sector as IPSAS 9 and IPSAS 11 are based on superseded IAS 18 and IAS 11, respectively.

Back to Table 2

1 IPSASB has a revenue project in which it is reviewing its current pronouncements relating to revenue, including
IPSAS 9, IPSAS 11 and IPSAS 23.
2 AASB 15 is not required to be applied by not-for-profit entities until annual reporting periods beginning on or after 1

January 2019. Therefore, most if not all not-for-profit public sector entities will not apply it for the first time until their
reporting period ending 30 June 2020. In the meantime, those entities will continue to apply AASBs 118 and 111.
Although this high-level comparison focuses on comparing AASB 15 and IPSASs 9 and 11; until AASB 15 is applied,
it is relevant to note that IASs 18 and 11 (and therefore AASBs 118 and 111) and IPSASs 9 and 11 are broadly

consistent.
The main difference, as identified by the |IPSASB in its o6Col
tothatin IAS 18 (and therefore AASB 118) has been included in IPSAS 9 to clarify the applicability of the
. requirements to accounting by public sector entities.
A The main differences as identified by the IPSASB in its 6Col
A commentary additional to that in IAS 11 (and therefore AASB 111) has been included in IPSAS 11 to clarify the
appllcablllty of the requirements to accounting by public sector entities
IPSAS 11 includes binding arrangements that do not take the form of alegal contract, and cost-based and
non-commercial contracts within its scope
0o IPSAS 11 makes it clear that the requirement to recognise an expected deficit on a contract immediately it
becomes probable that contract costs will exceed total contract revenues applies only to contracts in which
itis intended at inception of the contract that contract costs are to be fully recovered from the parties to that
contract
o0 IPSAS 11 includes additional examples to illustrate its application to non-commercial contracts.
In comparison with 1AS 11, AASB 111 includes:
A para. Aus18.1, which refers to borrowing costs
A Australian Guidance on non-commercial contracts, which notes that they may not take the form of a documented
contract; and that a 6cost plus contractd -conamercile referred t

context.
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Leases | AASB 16

Relevant pronouncements:
A AASB 16 Leases’, based on IFRS 16

A IPSAS 13 Leases?, based on IAS 17 including amendments made to IAS 17 as part of the Improvements to IFRSs
issued in April 2009. IAS 17 has since been superseded by IFRS 16.

AASB Aus paragraphs: pertinent not-for-profit specific paragraphs are included in AASB 16, including paras. Aus25.1,
AusC5.1, AusC5.2, AusC8.1, and AusC11.1, which apply to lessees that are not-for-profit entities. Those paras. address
circumstances where the lease has significantly below-market terms and conditions principally to enable the entity to
further its objectives.

High-level comparison®:

As noted above, IPSAS 13 is based on the principles of superseded IAS 17 (incorporated into AASB 117 Leases) rather
than those of IFRS 16 (incorporated into AASB 16). This means AASB 16 and IPSAS 13 are fundamentally different,
particularly in relation to the accounting by a lessee.

Accounting by a lessee

AASB 16 adopts a single lessee accounting model and requires a lessee to recognise assets and liabilities for all leases
with a term of more than 12 months, unless the underlying asset is of low value. A lessee is required to recognise a
right-of-use asset representing its right to use the underlying leased asset and a lease liability representing its
obligations to make lease payments. A lessee can elect to adopt this same approach for short-term leases or where the
underlying asset is of low value, or it can elect to recognise the associated lease payments as an expense.

In contrast, IPSAS 13 requires a lessee to classify a lease as either a finance lease or operating lease, depending on the
level of risks and rewards incidental to ownership that have been transferred. Finance leases are recognised as assets
and liabilities at amounts equal to the lower of the present value of the minimum lease payments or the fair value of the
leased property. Lease payments under operating leases are recognised as expenses.

In light of the fundamentally different requirements for a lessee in relation to long-term leases and underlying assets of
high value, and the | PSASBG6s current pr oj ec tnottfar-prafitqoobtici der t he
sector context, a detailed comparison of the requirements applying to lessees is of limited value.

In summary, under AASB 16, a lessee measures right-of-use assets similarly to other non-financial assets (such as
property, plant and equipment) and lease liabilities similarly to other financial liabilities. As a consequence, a lessee
recognises depreciation of the right-of-use asset and interest on the lease liability, and also classifies cash repayments
of the lease liability into a principal portion and an interest portion and presents them in the statement of cash flows
applying AASB 107 Statement of Cash Flows. Assets and liabilities arising from a lease are initially measured on a
present value basis. The measurement includes non-cancellable lease payments (including inflation-linked payments),
and also includes payments to be made in optional periods if the lessee is reasonably certain to exercise an option to
extend the lease, or not to exercise an option to terminate the lease. AASB 16 also contains disclosure requirements for
lessees. Lessees will need to apply judgement in deciding upon the information to disclose to meet the objective of
providing a basis for users of financial statements to assess the effect that leases have on the financial position, financial
performance and cash flows of the lessee.

Accounting by a lessor

AASB 16 substantially carries forward the lessor accounting requirements in AASB 117 (which is broadly consistent with
IPSAS 13). Accordingly, a lessor continues to classify its leases as operating leases or finance leases, and to account
for those two types of leases differently. AASB 16 also requires enhanced disclosures to be provided by lessors that will
improve information di kexposusegpdrticaldlptaresidaal valeesiskor 6 s r i s

1 AASB 16 also gave rise to consequential amendments to other AASBs. Not all these amendments have been
reflected in the comparison tables relating to those other AASBs because any differences that arise are merely as a
consequence of AASB 16.

2 IPSASB has a leases project in which it is reviewing IPSAS 13 in the light of IFRS 16 requirements for lessees. An
Exposure Draft is scheduled for mid to late 2017. At its September 2016 meeting, the IPSASB decided not to adopt
the lessor accounting requirements in IFRS 16.

3 AASB 16 is not required to be applied until annual reporting periods beginning on or after 1 January 2019. Therefore,
most if not all not-for-profit public sector entities will not apply it for the first time until their reporting period ending 30
June 2020. In the meantime, those entities will continue to apply AASB 117. Although this high-level comparison
focuses on comparing AASB 16 and IPSAS 13; until AASB 16 is applied, it is relevant to note that IAS 17 (and
therefore AASB 117) and IPSAS 13 are broadly consistent. The main differences, as identified by the IPSASB in its
6Comparison with | AS 176, are:

A commentary additional to that in IAS 17 (and therefore AASB 117) has been included in IPSAS 13 to clarify the
- applicability of the requirements to accounting by public sector entities
A IPSAS 13 has additional implementation guidance that illustrates the classification of a lease, the treatment of a
finance lease by a lessee, the treatment of a finance lease by a lessor, and the calculation of the interest rate
implicit in a finance lease.
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Conclusion

Overall, the current differences between AASB 16 and IPSAS 13 will give rise to significant differences in practice. In
particular, this will occur for the accounting by lessees in long-term leases of high value underlying assets, with AASB 16
recognising more lease assets and liabilities than IPSAS 13.

It would not be appropriate for AASB to amend its requirements to align with IPSASB on these matters for the not-for-
profit sector as IPSAS 13 is based on superseded IAS 17.

Back to Table 2
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Presentation of Financial Statements 1
AASBs 101/1054

Relevant pronouncements:
A AASB 101 Presentation of Financial Statements (based on IAS 1), AASB 1054 Australian Additional Disclosures

(with no corresponding IFRS) and Interpretation 21 Levies (based on IFRIC 21)

A IPSAS 1 Presentation of Financial Statements, based on IAS 1 including amendments made as part of the

Improvements to IFRSs issued in May 2008 and April 2009*
AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 101: Aus7.2,
Aus16.3 and Aus19.1.

AASB requirement . IPSAS requirement

Scope

Consistent

Defined terms

General Terms at the end of this Appendix.

Consistent, insofar as they are specific to the topic of presentation of financial statements, except as
noted below. Any substantive differences in terms used in these Standards but defined in other

Standards are identified in the comparisons of those other Standards. Substantive differences in any
general terms and their definitions in the Standards are identified in the Comparison of Definitions of

are not recognised in profit or loss as
required or permitted by other AASBs.

Para.7’i 6 ot her compr ehens IPSAS 1does not adopt the concept of other
comprises items of income and expense comprehensive income.
(including reclassification adjustments) that Comparison with AASB

This will give rise to significant differences in
presentation. It is a pervasive issue that causes
consequential differences in presentation and
disclosures, as noted where relevant below.

However, although IPSASs do not adopt the concept
of @ther comprehensive incomed there are items that
particular IPSASSs require to be recognised directly in
net assets/equity (as distinct from being recognised
in surplus or deficit). Therefore, within that context,
the requirements are broadly similar under

AASB 101 and IPSAS 1.

Para. Aus7.27 in respect of public sector The Conceptual Framework for General Purpose
entities, local governments, governments and : Financial Reporting by Public Sector Entities,

most, if not all, government departments are paras. 4.1 and 4.10 i a public sector reporting entity
reporting entities. is a government or other public sector organisation,
program or identifiable area of activity that prepares
general purpose financial reports. It may not always
be clear whether there are service recipients or
resource providers that are dependent on general
purpose financial reports (GPFRs) of, for example,
individual government departments and agencies,
particular programs or identifiable areas of activity for
information for accountability and decision-making
purposes. Determining whether these organisations,
programs or activities should be identified as
reporting entities and, consequently, be required to
prepare GPFRs will involve the exercise of
professional judgement.

Comparison with AASB

There could be significant differences in practice,
particularly resulting from differences in the

1

Therefore, IPSASB has not yet considered any other amendments made to IAS 1 (2003) since April 2009 as part of
its approach to IFRS convergence(see The | PSASBd6s Strategy for 2015 Forward:

(September 2015, page 11).)
Para. references in this column are to AASB 101, unless otherwise indicated.
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AASB requirement

IPSAS requirement

judgements about whether government departments
are reporting entities.

Complete set

Para. 10A i an entity may present a single

IPSAS 1 does not adopt the concept of @ther

of Financial statement of profit or loss and other comprehensive incomed
Statements comprehensive ingom_e, with profit or Ios_s and Comparison with AASB
other comprehensive income presented in —— — - :
two sections. The sections shall be presented This will give rise to significant differences in
together, with the profit or loss section presentation, although for wh_ole of governments and
presented first followed directly by the other GGSs the differences are mitigated to some extent
comprehensive income section. An entity because they are required to present a single
may present the profit or loss section in a statement under AASB 1049.
separate statement of profit or loss. If so, the
separate statement of profit or loss shall
immediately precede the statement
presenting comprehensive income, which
shall begin with profit or loss.
Para. 29 of AASB 1049 Whole of
Government and General Government Sector
Financial Reporting 1 the whole of
government statement of comprehensive
income and GGS statement of
comprehensive income, and notes thereto,
shall be presented in a manner consistent
with the requirements for a single statement
of comprehensive income in AASB 101.
AASB 1055 Budgetary Reporting addresses Paras. 21(e) and 24 i a complete set of financial
the budgetary disclosure requirements for the | statements comprises, when the entity makes
whole of government, GGS and not-for-profit publicly available its approved budget, a comparison
entities within the GGS of each government. of budget and actual amounts either as a separate
(For example, para. 12 of AASB 1055 additional financial statement or as a budget column
acknowledges that budget information may in the financial statements.
be presented in_the corres_ponding finanqial Comparison with AASB
statements or disclosed with corresponding N . . L
information about administered items.) Do not expect SIgnlflcant_dlfferen(_:es_|n practice |n_the
manner in which budget information is presented in a
complete set of financial statements i see the
separate comparison of AASB 1055 and IPSAS 24
Presentation of Budget Information in Financial
Statements.
Definition, Aus19.17 in relation to para. 19 (which Para. 311 does not prohibit not-for-profit public
Recognition, contempl ates a O6true sector entities from appl
Measurement, | extremely rare circumstances), the following overrideo.
Presentation shall not depart from a requirement in an Comparison with AASB
and AASB: T E— — - -
Disclosure . - . _ _ This will give rise to significant differences in
A entities required to prepare financial practice, albeit only in extremely rare circumstances.
reports under Part 2M.3 of the
Corporations Act
A private and public sector not-for-profit
entities
A entities applying AASB i Reduced
Disclosure Requirements.
Compliance AASB 1017 does not explicitly address Para. 37 1 departures from the requirements of an
with departures from AASBs in order to comply IPSAS in order to comply with statutory/legislative
Standards with other regulatory requirements. financial reporting requirements in a particular
AASB 1054, para. 7 i an entity shall not ju_risdiction_do not coqstitutg departures that conf_lict
describe financial statements as complying with the objectlv_e of f_manmal statements set out in
with AASBs unless they comply with all the IPSAS 1 as outllneq in para. 31. ]f such departurgs
requirements of AASBS. are material, an entity cannot claim to be complying
with IPSASs.
Comparison with AASB
Do not expect differences in practice.
Reporting AASB 101 i does not provide public sector Para. 67 1 in exceptional circumstances, an entity
Periods specific examples of why reporting dates may be required to, or decide to, change its reporting

might change.
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date, for example in order to align the reporting cycle
more closely with the budgeting cycle. A further
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AASB requirement

IPSAS requirement

example is where, in making the transition from cash
to accrual accounting, an entity changes the
reporting date for entities within the economic entity
to enable the preparation of consolidated financial
statements.

Comparison with AASB

Do not expect differences in practice i the disclosure
requirements relating to reporting periods are the
same.

Going
Concern

Interpretation 21 Levies, Para. 101 the
preparation of financial statements under the
going concern assumption does not imply
that an entity has a present obligation to pay
a levy that will be triggered by operating in a
future period.

IPSAS 1 does not provide guidance on how a
liability to pay levies if that liability is within the scope
of AASB 137 may be recognised and presented.

Comparison with AASB

Do not expect differences in practice i the going
concern assumptions are the same.

Comparative
Information

Para. 38C 1 an entity may present
comparative information in addition to the
minimum comparative financial statements
required by AASBs, as long as that
information is prepared in accordance with
AASBSs. This comparative information may
consist of one or more statements referred to
in para. 10, but need not comprise a
complete set of financial statements. When
this is the case, the entity shall present
related note information for those additional
statements.

Para 38D i for example, an entity may
present a third statement of profit or loss and
other comprehensive income (thereby
presenting the current period, the preceding
period and one additional comparative
period). However, the entity is not required to
present a third statement of financial position,
a third statement of cash flows or a third
statement of changes in equity (ie an
additional financial statement comparative).
The entity is required to present, in the notes
to the financial statements, the comparative
information related to that additional
statement of profit or loss and other
comprehensive income.
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IPSAS 1 does not provide guidance on what and how
additional comparative information may be
presented.

Comparison with AASB
Do not expect differences in practice.
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AASB requirement

IPSAS requirement

Paras. 10(f) and 40A 1 an entity shall present
a third statement of financial position as at
the beginning of the preceding period in
addition to the minimum comparative financial
statements required in paragraph 38A if:

A it applies an accounting policy
retrospectively, makes a retrospective
restatement of items in its financial
statements or reclassifies items in its
financial statements; and

A the retrospective application,
retrospective restatement or the
reclassification has a material effect on
the information in the statement of
financial position at the beginning of the
preceding period.

Para. 40C i when an entity is required to
present an additional statement of financial
position in accordance with para. 40A, it must
disclose the information required by

paras. 41-44 and AASB 108 Accounting
Policies, Changes in Accounting Estimates
and Errors. However, it need not present the
related notes to the opening statement of
financial position as at the beginning of the
preceding period.

IPSAS 1 does not require that a complete set of
financial statements include a third statement of
financial position in any circumstances.
Comparison with AASB

This will give rise to significant differences in
presentation and disclosures.

Line items,
sub-totals

Para. 541 the statement of financial position
shall include line items that present the
following amounts (not all are listed here):

(f) Dbiological assets within the scope of
AASB 141 Agriculture

(h) trade and other receivables

(i) thetotal of assets classified as held for
sale and assets included in disposal
groups classified as held for sale in
accordance with AASB 5 Non-current
Assets Held for Sale and Discontinued
Operations

(k) trade and other payables;

(n) liabilities and assets for current tax, as
defined in AASB 112 Income Taxes

(o) deferred tax liabilities and deferred tax
assets, as defined in AASB 112

(p) liabilities included in disposal groups
classified as held for sale in accordance
with AASB 5

(r) issued capital and reserves attributable
to owners of the parent.

Para. 881 as a minimum, the face of the statement
of financial position shall include line items that
present the following amounts (not all are listed
here):

(g) recoverables from non-exchange transactions
(taxes and transfers)

(h) receivables from exchange transactions
()) taxes and transfers payable
(k) payables under exchange transactions

(0) net assets/equity attributable to owners of the
controlling entity.

Comparison with AASB

This could give rise to differences in presentation and
disclosures. IPSAS 1 is expressed more explicitly in
not-for-profit public sector terms.

Statement of
Financial
Position

Para. 55A 1 when an entity presents
additional subtotals in accordance with
para. 55, those subtotals shall:

A be comprised of line items made up of
amounts recognised and measured in
accordance with AASBs

A be presented and labelled in a manner
that makes the line items that constitute
the subtotal clear and understandable

A be consistent from period to period, in
accordance with para. 45

A not be displayed with more prominence
than the subtotals and totals required in
AASBs for the statement of financial
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IPSAS 1 does not provide detailed guidance on how
additional subtotals should be presented in the
statement of financial position.

Comparison with AASB

This could give rise to differences in presentation and
disclosures in relation to the statement of financial
position.
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AASB requirement

IPSAS requirement

position.

Statement of
Financial
Performance

Para 81A 1 the statement of profit or loss and
other comprehensive income (statement of
comprehensive income) shall present, in
addition to the profit or loss and other
comprehensive income sections:

A profit or loss
A total other comprehensive income

A comprehensive income for the period,
being the total of profit or loss and other
comprehensive income.

If an entity presents a separate statement of
profit or loss it does not present the profit or
loss section in the statement presenting
comprehensive income.

Para. 81B i an entity shall present the
following items, in addition to the profit or loss
and other comprehensive income sections,
as allocation of profit or loss and other
comprehensive income for the period:

A profit or loss for the period attributable
to:

o non-controlling interests
o owners of the parent.

A comprehensive income for the period
attributable to:

o non-controlling interests
o owners of the parent.

If an entity presents profit or loss in a
separate statement it shall present profit or
loss for the period attributable to non-
controlling interests and owners of the parent
in that statement.

Para. 82A 1 The other comprehensive
income section shall present line items for the
amounts for the period of:

A items of other comprehensive income
(excluding amounts in the next solid dot
point below), classified by nature and
grouped into those that, in accordance
with other AASBs:

o will not be reclassified subsequently
to profit or loss

o will be reclassified subsequently to
profit or loss when specific
conditions are met

A the share of the other comprehensive
income of associates and joint ventures
accounted for using the equity method,
separated into the share of items that, in
accordance with other AASBs:

o will not be reclassified subsequently
to profit or loss
o will be reclassified subsequently to

profit or loss when specific
conditions are met.

IPSAS 1 does not adopt the concept of @ther
comprehensive incomed

Comparison with AASB

This will give rise to significant differences in
presentation and disclosures in relation to financial
performance i although see also the discussion of
para. 7 of AASB 101 in the Defined terms section
above.

Para. 85A 1 when an entity presents
additional subtotals in accordance with
para. 85 (which requires presentations of
additional subtotals when relevant to an
understanding of financial performance),
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IPSAS 1 does not provide detailed guidance on how
additional subtotals should be presented in the
statement of financial performance.

Comparison with AASB
This could give rise to differences in presentation and
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AASB requirement

IPSAS requirement

those subtotals shall:

A be comprised of line items made up of
amounts recognised and measured in
accordance with AASBs

A be presented and labelled in a manner
that makes the line items that constitute
the subtotal clear and understandable

be consistent from period to period, in
accordance with para. 45

not be displayed with more prominence
than the subtotals and totals required in
AASBs for the statement(s) presenting
profit or loss and other comprehensive
income.

Para. 85B i an entity shall present the line
items in the statement(s) presenting profit or
loss and other comprehensive income that
reconcile any subtotals presented in
accordance with para. 85 with the subtotals
or totals required in AASBs for such
statement(s).

Para.86i because the effe
various activities, transactions and other
events differ in frequency, potential for gain or
loss and predictability, disclosing the
components of financial performance assists
users in understanding the financial
performance achieved and in making
projections of future financial performance.
An entity includes additional line items in the
statement(s) presenting profit or loss and
other comprehensive income and it amends
the descriptions used and the ordering of
items when this is necessary to explain the
elements of financial performance. An entity
considers factors including materiality and the
nature and function of the items of income
and expense. For example, a financial
institution may amend the descriptions to
provide information that is relevant to the
operations of a financial institution. An entity
does not offset income and expense items
unless the criteria in para. 32 are met.

Paras. 90-96 provide guidance on other
comprehensive income for the period.

disclosures in relation to financial performance.

Para. 87 1 An entity shall not present any
items of income or expense as extraordinary
items, in the statement(s) presenting profit or
loss and other comprehensive income or in
the notes.

Para. BC10i IPSAS 1 does not explicitly preclude
the presentation of revenue and expense as
extraordinary items. The IPSASB is of the view that
IPSASSs should not prohibit entities from disclosing
extraordinary items in the notes to, or on the face of,
the statement of financial performance. This is
because they believe that the disclosure of
information about extraordinary items may be
consistent with the objectives and qualitative
characteristics of financial reporting.

Comparison with AASB

There will be significant differences in practice in
relation to the presentation of extraordinary items.

AASB 1049, para. 301 for the purpose of
presentation, all amounts relating to an item
included in the determination of
comprehensive result (total change in net
worth [before transactions with owners in
their capacity as owners]) shall be classified
as transactions or other economic flows in a
manner that is consistent with applying the
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Neither IPSAS 1 nor IPSAS 22 Disclosure of
Financial Information about the General Government
Sector require items in the statement of financial
performance to be classified as transactions or other
economic flows.

Comparison with AASB

There will be significant differences in practice for
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AASB requirement

IPSAS requirement

principles in the ABS GFS Manual from the
GAAP perspective.

classification of items in whole of government and
GGS statements of financial performance. (See also
the separate comparison of AASB 1049 and

IPSAS 22.)

Statement of
Changes in
Equity

Para. 106 7 an entity shall present a
statement of changes in equity as required by
para. 10. The statement of changes in equity
includes the following information:

A total comprehensive income for the
period, showing separately the total
amounts attributable to owners of the
parent and to non-controlling interests

A for each component of equity, the effects
of retrospective application or
retrospective restatement recognised in
accordance with AASB 108 Accounting
Policies, Changes in Accounting
Estimates and Errors

A for each component of equity, a
reconciliation between the carrying
amount at the beginning and the end of
the period, separately (as a minimum)
disclosing changes resulting from:

o  profit or loss
o other comprehensive income

0 transactions with owners in their
capacity as owners, showing
separately contributions by and
distributions to owners and changes
in ownership interests in
subsidiaries that do not result in a
loss of control.

Para. 106A i for each component of equity
an entity shall present, either in the statement
of changes in equity or in the notes, an
analysis of other comprehensive income by
item (see para. 106(d)(ii)).

Para. 1181 An entity shall present a statement of
changes in net assets/equity showing on the face of
the statement:

A surplus or deficit for the period

A each item of revenue and expense for the period
that, as required by other IPSASSs, is recognised
directly in net assets/equity, and the total of
these items

A total revenue and expense for the period
(calculated as the first two dot points
immediately above), showing separately the
total amounts attributable to owners of the
controlling entity and to non-controlling interest

A for each component of net assets/equity
separately disclosed, the effects of changes in
accounting policies and corrections of errors
recognised in accordance with IPSAS 3
Accounting Policies, Changes in Accounting
Estimates and Errors.

Para. 11971 an entity shall also present, either on the
face of the statement of changes in net assets/equity
or in the notes:

A the amounts of transactions with owners acting
in their capacity as owners, showing separately
distributions to owners

A the balance of accumulated surpluses or deficits
at the beginning of the period and at the
reporting date, and the changes during the
period

A to the extent that components of net
assets/equity are separately disclosed,
reconciliation between the carrying amount of
each component of net assets/equity at the
beginning and the end of the period, separately
disclosing each change.

Comparison with AASB
This could give rise to differences in presentation and
disclosures in relation to the statement of changes in

equity, caused mainly by, as noted above, IPSAS 1
not adopting the concept of comprehensive income.

Para. 107 7 an entity shall present, either in
the statement of changes in equity or in the
notes, the amount of dividends recognised as
distributions to owners during the period, and
the related amount of dividends per share.

Para. 117 7 when an entity provides a dividend or
similar distribution to its owners and has share
capital, it shall disclose, either on the face of the
statement of financial performance or the statement
of changes in net assets/equity, or in the notes, the
amount of dividends or similar distributions
recognised as distributions to owners during the
period, and the related amount per share.

Comparison with AASB

This could give rise to differences in presentation and
disclosures in relation to the statement of changes in
equity.

Para. 1097 except for changes resulting from
transactions with owners in their capacity as
owners (such as equity contributions,
reacquisitions of the
instruments and dividends) and transaction
costs directly related to such transactions, the
overall change in equity during a period
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IPSAS 1 does not explicitly note that non-owner
movements in equity represent the total amount of
revenue, gains and expenses.

Comparison with AASB
Do not expect differences.

AASB 101/AASB 1054 and IPSAS 1



AASB requirement

IPSAS requirement

represents the total amount of income and
expense, including gains and losses,
generated by the
period.

ent i

AASB 101 does not explicitly discuss
alternative formats for presenting the
statement of changes in equity.

Para. 1257 the requirements in paras. 118 and 119
may be met by using a columnar format that
reconciles the opening and closing balances of each
element within net assets/equity. An alternative is to
present only the items set out in para. 118 in the
statement of changes in net assets/equity. Under this
approach, the items described in para. 119 are
shown in the notes.

Comparison with AASB

Do not expect substantive differences, although
formats might differ in practice.

Disclosure
and Notes

Aus16.3 1 not-for-profit entities need not
comply with the para. 16 requirement to make
an explicit and unreserved statement of
compliance with IFRSs.

Para. 7 of AASB 1054 i an entity whose
financial statements comply with AASBs shall
make an explicit and unreserved statement of
such compliance in the notes.

Para. 281 an entity whose financial statements
comply with IPSASs shall make an explicit and
unreserved statement of such compliance in the
notes.

Comparison with AASB

No difference in principle.

Para. 801 An entity without share capital,
such as a partnership or trust, shall disclose
information equivalent to that required by
para. 79(a), showing changes during the
period in each category of equity interest, and
the rights, preferences and restrictions
attaching to each category of equity interest.

Para. 951 When an entity has no share capital, it
shall disclose net assets/equity, either on the face of
the statement of financial position or in the notes,
showing separately:

A contributed capital, being the cumulative total at
the reporting date of contributions from owners,
less distributions to owners

A accumulated surpluses or deficits

A reserves, including a description of the nature
and purpose of each reserve within net
assets/equity

A non-controlling interests.
Comparison with AASB

Expect differences in practice. It is unlikely that
IPSAS 1 specifically identifying categories of equity
will give rise to differences. However, in contrast to
IPSAS 1, AASB 101 requires disclosure of the rights,
preferences and restrictions attaching to each
category.

Para. 1147 examples of systematic ordering
or grouping of the notes include:

A giving prominence to the areas of its
activities that the entity considers to be
most relevant to an understanding of its
financial performance and financial
position, such as grouping together
information about particular operating
activities;

A grouping together information about
items measured similarly such as assets
measured at fair value; or

A following the order of the line items in the
statement(s) of profit or loss and other
comprehensive income and the
statement of financial position, such as:

o statement of compliance with IFRSs
(see para. 16)

o significant accounting policies
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Para. 1297 notes are normally presented in the
following order, which assists users in understanding
the financial statements and comparing them with
financial statements of other entities:

A astatement of compliance with IPSASs (see
para. 28)

A asummary of significant accounting policies
applied (see para. 132)

A supporting information for items presented on
the face of the statement of financial position,
statement of financial performance, statement of
changes in net assets/equity, or cash flow
statement, in the order in which each statement
and each line item is presented

A other disclosures, including:

o contingent liabilities (see IPSAS 19
Provisions, Contingent Liabilities and
Contingent Assets), and unrecognised
contractual commitments

AASB 101/AASB 1054 and IPSAS 1



AASB requirement

IPSAS requirement

applied (see para. 117)

0  supporting information for items
presented in the statements of
financial position and in the
statement(s) of profit or loss and
other comprehensive income, and in
the statements of changes in equity
and of cash flows, in the order in
which each statement and each line
item is presented

o other disclosures, including:

A contingent liabilities (see
AASB 137 Provisions,
Contingent Liabilities and
Contingent Assets) and
unrecognised contractual
commitments

A non-financial disclosures, eg
the entityés fi
management objectives and
policies (see AASB 7 Financial
Instruments: Disclosures).

o nonfinanci al disclosur

financial risk management objectives and
policies (see IPSAS 30 Financial
Instruments: Disclosures).

Comparison with AASB

This could give rise to differences in the presentation

of and disclosures in notes.

Para. Aus136.2 i notwithstanding

para. Aus136.1, a not-for-profit entity need

not present the disclosures required by

paras. 134-136 (which relate to information
that enables wusers to
objectives, policies and processes for
managing capital).

IPSAS 1 does not provide relief from disclosure of

information that enabl es

objectives, policies and processes for managing
capital.

Comparison with AASB
This could give rise to differences in disclosures.

AASB 1054, para. 81 an entity shall disclose
in the notes:

A the statutory basis or other reporting
framework, if any, under which the
financial statements are prepared

A whether, for the purposes of preparing
the financial statements, it is a for-profit
or not-for-profit entity.

IPSAS 1 does not require disclosure in the notes of
the reporting framework adopted, nor whether the
entity is for-profit or not-for-profit.

Comparison with AASB
This could give rise to differences in disclosures.

AASB 1054, para. 91 an entity shall disclose
in the notes whether the financial statements
are general purpose financial statements or
special purpose financial statements.

AASB 1049, para. 121 para. 9 of AASB 1054
does not apply to GGSs.

IPSAS 1 does not require disclosure of whether the
financial statements are general purpose financial
statements or special purpose financial statements.

Comparison with AASB
This could give rise to differences in disclosures.

AASB 1054, para. 101 an entity shall
disclose fees to each auditor or reviewer,
including any network firm, separately for:

A the audit or review of the financial
statements

A all other services performed during the
reporting period.

AASB 1054, para. 117 for para. 10, an entity
shall describe the nature of other services.

IPSAS 1 does not require disclosure of audit and
non-audit services fees.

Comparison with AASB
This could give rise to differences in disclosures.

AASB 1054, para. 127t he ter m 0Oi
creditsd is uldwdlsoimeanp
6franking creditsd. T
paras. 13 and 15 shall be made separately in
respect of any New Zealand imputation

credits and any Australian imputation credits.

AASB 1054, para. 131 an entity shall
disclose the amount of imputation credits
available for use in subsequent reporting
periods.
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IPSAS 1 does not specify disclosure requirements in

relation to imputation credits.
Comparison with AASB
This could give rise to differences in disclosures.

AASB 101/AASB 1054 and IPSAS 1



AASB requirement

IPSAS requirement

AASB 1054, para. 157 where there are
different classes of investors with different
entitlements to imputation credits, disclosures
shall be made about the nature of those
entitlements for each class where this is
relevant to an understanding of them.

AASB 1054, para. 16 i when an entity uses
the direct method to present its statement of
cash flows, the financial statements shall
provide a reconciliation of the net cash flow
from operating activities to profit (loss).

AASB 107 Statement of Cash Flows,

para. Aus20.2 7 not-for-profit entities that use
the direct method and that highlight the net
cost of services in their statement of
comprehensive income are required to
disclose a reconciliation of operating cash
flows to net cost of services.

IPSAS 2 Cash Flow Statements, para. 291 entities
reporting cash flows from operating activities using
the direct method are also encouraged to provide a
reconciliation of the surplus/deficit from ordinary
activities with the net cash flow from operating
activities. This reconciliation may be provided as part
of the cash flow statement or in the notes to the
financial statements.

Comparison with AASB
This could give rise to differences in disclosures.
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Overall comment: it would not be appropriate for the AASB to amend its requirements to align with IPSASB on these
matters for the not-for-profit sector as IPSAS 1 is based on the superseded revised 2003 version of IAS 1. Therefore, the
IPSASB has not yet considered the latest version of IAS 1 from a not-for-profit public sector perspective.

Back to Table 2
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Inventories 1 AASB 102

Relevant pronouncements:
A AASB 102 Inventories, based on IAS 2
A IPSAS 12 Inventories, based on IAS 2 (Revised 2003)"

AASB Aus paragraphs: the following not-for-profit specific paragraphs are included in AASB 102: Aus2.1, Aus6.1,

Aus8.1, Aus8.2, Aus9.1, Aus9.2, Aus10.1, Aus10.2, Aus34.1 and Aus36.1.

AASB requirement

IPSAS requirement

Scope

Consistent.

Para. Aus2.17 AASB 102 excludes work-in-
progress of services for no or nominal
consideration directly in return from the
recipients.

Para. 2(d) i IPSAS 12 excludes work-in-progress of

services to be provided for no or nominal

consideration directly in return from the recipients.

Comparison with AASB
No differences.

Defined terms

Consistent, insofar as they are specific to the topic of inventories, except as noted below. Any
substantive differences in terms used in both Standards but defined in other Standards are identified
in the comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the

end of this Appendix.

Leading

Para. Aus6.1i def i nes O6i nventIPSAS12doesnotdef i ne O6i nventor
di stributi on O-foriprofitenttiesp¢ di stri bution6, although s
provided in para.11.
Para. 121 provides examples of inventories in the
public sector.
Comparison with AASB
Do not expect differences in practice.

Recognition Consistent.

Para. Aus34.1 7 when inventories held for Para. 441 when inventories are distributed, the
distribution are distributed, the carrying carrying amount shall be recognised as an expense.
amount of those inventories shall be Comparison with AASB
recognised as an expense. .

No difference.

Measurement | Para. Aus8.17 an entity may hold inventories | Para. 4371 an entity may hold inventories whose
whose future economic benefits or service future economic benefits or service potential are not
potential are not directly related to their ability : directly related to their ability to generate net cash
to generate net cash inflows. These types of inflows. Those inventories should be measured at
inventories may arise when an entity has replacement cost.
determined to distrit_)ute certain goods at no Comparison with AASB
charge or for a nominal amount. These giff . .
inventories should be measured at the Do not expect differences in practice.
amount the entity would need to pay to
acquire the economic benefits or service
potential if this was necessary to achieve the
objectives of the entity or, where the
economic benefits or service potential cannot
be acquired in the market, an estimate of the
replacement cost.

Para Aus8.2 1 the replacement cost that an

entity would be prepared to incur in respect of

an item of inventory would reflect any

obsolescence or any other impairment.

Para. Aus9.11 inventories held for Para. 17 1 inventories held for distribution at no or

1 Therefore, IPSASB has not yet considered any amendments made to IAS 2 since 2003 as part of its approach to

IFRS convergence(seeThe | PSASB6s Strategy for 2015 (Semember 2045,
page 11).)
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AASB requirement

IPSAS requirement

distribution are to be measured at cost,
adjusted when applicable for any loss of
service potential.

Para. Aus9.2 i different bases may be
applied to measure a loss of service potential
for inventories held for distribution. Current
replacement cost would be used to measure
a loss of service potential for many
inventories.

nominal charge are to be measured at the lower of
cost and current replacement cost.

Comparison with AASB

In contrast to IPSAS 12, under AASB 102 a loss of
service potential may at times be identified on a more
relevant basis than current replacement cost.
Therefore, significant differences could arise in
practice for some inventories.

Para. Aus10.1 i where inventories are
acquired for consideration significantly less
than fair value principally to enable the entity
to further its objectives, the cost shall be the
current replacement cost as at the date of
acquisition.

Para. Aus10.2 i as a practical expedient, the
entity may elect to recognise an item of
inventory acquired for consideration that is
significantly less than fair value principally to
enable the entity to further its objectives
based on an assessment of the materiality
either of the individual item or of inventories
at an aggregate or portfolio level.

Para. 16 1 inventories acquired through a non-
exchange transaction are to be measured at their fair
value as at the date of acquisition.

Comparison with AASB

This may result in different measurement amounts
for inventories acquired at no or nominal cost, to the
extent current replacement cost differs from fair value
(see also the separate high-level comparison of
AASB 13 and IPSASS).

Disclosure

Para. Aus36.1(h) i as a consequence of the
requirement in para. Aus9.1, disclosure is
made of the assessment basis for loss of
service potential of inventories held for
distribution.

As noted above, para. 17 of IPSAS 12 specifies
inventories held for distribution at no or nominal
charge be measured at the lower of cost and current
replacement cost.

Comparison with AASB

Would result in more disclosures under AASB 102 as
a consequence of the differences relating to para.
Aus9.1 of AASB 102 noted above.

Overall comment: although there are some potential differences in relation to the measurement of inventories held for
distribution when there is a loss of service potential, the AASB addressed these issues more recently (May 2007) than
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the IPSASB (December 2006) and therefore it would not be appropriate to amend AASB requirements on these matters
to align with IPSAS 12.

Back to Table 2
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Statement of Cash Flows 1 AASB 107

Relevant pronouncements:
A AASB 107 Statement of Cash Flows, based on IAS 7

A IPSAS 2 Cash Flow Statements, based on IAS 7 as amended up to April 2009*
AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus20.2 is included in AASB 107.

AASB requirement

. IPSAS requirement

Scope

Consistent.

Defined terms

Consistent, insofar as they are specific to the topic of statement of cash flows. Any substantive differences
in terms used in both Standards but defined in other Standards are identified in the comparisons of those
other Standards. Substantive differences in any general terms and their definitions in both Standards are
identified in the Comparison of Definitions of General Terms at the end of this Appendix.

Presentation

AASB 107 does not include extensive public
sector specific commentary on the usefulness
of information about net cash flows arising from
operating activities.

Para. 211 the amount of net cash flows arising from

operating activities is a key indicator of the extent to

which the operations of the entity are funded:

A by way of taxes (directly and indirectly); or

A from the recipients of goods and services provided
by the entity.

Comparison with AASB

Do not expect differences in practice.

AASB 107 does not include an extensive list of
examples of operating cash flows particularly
pertinent to public sector entities. However, in
relation to whole of governments and general
government sectors, AASB 1049 Whole of
Government and General Government Sector
Financial Reporting provides an extensive list
by cross referencing to the Australian Bureau of
Statistics Government Finance Statistics
Manual (ABS GFS Manual) i see Chapter 12 of
the ABS GFS Manual.

Para. 33(c) of AASB 5 Non-current Assets Held
for Sale and Discontinued Operations includes
requirements in relation to disclosure of cash
flows of discontinued operations.>

Para. 221 the following are specific examples of cash

flows from operating activities particularly pertinent to

not-for-profit public sector entities:

A cash receipts from taxes, levies, and fines

A cash receipts from grants or transfers and other
appropriations or other budget authority made by
central government or other public sector entities

A cash payments to other public sector entities to
finance their operations (not including loans)

A cash receipts or payments from discontinuing
operations

A cash receipts or payments in relation to litigation
settlements.

Comparison with AASB

Do not expect differences in practice, except in relation

to the manner in which cash flows of discontinued
operations might be presented or disclosed.

Para. 207 under the indirect method, the net
operating cash flows are determined by
adjusting profit or loss for the effects of:

A changes during the period in inventories
and operating receivables and payables

A non-cash items such as depreciation,
provisions, deferred taxes, unrealised
foreign currency gains and losses, and
undistributed profits of associates

A all other items for which the cash effects
are investing or financing cash flows.

Alternatively, the net operating cash flows may
be presented under the indirect method by

Para. 301 under the indirect method, net operating
cash flows are determined by adjusting surplus or
deficit from ordinary activities for the effects of:

A changes during the period in inventories and
operating receivables and payables

A non-cash items such as depreciation, provisions,
deferred taxes, unrealised foreign currency gains
and losses, undistributed profits of associates, and
non-controlling interests

A all other items for which the cash effects are
investing or financing cash flows.

Comparison with AASB
Unlike AASB 107, IPSAS 2 does not allow an

1 Therefore, IPSASB has not yet considered any amendments made to IAS 7 since April 2009 as part of its approach to
IFRS convergence (seeThe | PSASBOs 208% RForavard gepding torough Change (September 2015,
page 11).)

2 There is no IPSAS that corresponds to AASB 5 (see the separate high-level comparison of AASB 5 and IPSASS).
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AASB requirement

IPSAS requirement

showing the revenues and expenses disclosed
in the statement of comprehensive income and
the changes during the period in inventories
and operating receivables and payables.

alternative presentation for net operating cash flows
under the indirect method. This may give rise to
differences in presentation.

Paras. 21-24 7 the collection of taxes by one
level of government for another level of
government is not to be reported net.

Paras. 32(a) and 3371 the collection of taxes by one
level of government for another level of government, not
including taxes collected by a government for its own
use as part of a tax-sharing arrangement, may be
reported on a net basis when the cash flows reflect the
activities of the other level of government rather than
those of the collecting government.

Comparison with AASB
Expect significant differences in practice.

AASB 107 does not clarify circumstances
where an entity is unable to distinguish
appropriations attributable to current activities,
capital works or contributed capital. However,
Interpretation 1038 Contributions by Owners
Made to Wholly-Owned Public Sector Entities
addresses the essential characteristics of
contributions by owners and provides indicators
of when those characteristics exist. AASB 1004
Contributions might also be relevant,
particularly in relation to restructures of
administrative arrangements and contributions
by owners.

Para. 241 where an entity is unable to separately
identify appropriations or budgetary authorisations into
current activities, capital works, and contributed capital,
the appropriation or budget authorisation should be
classified as operating cash flows, and this fact should
be disclosed in the notes to the financial statements.
Comparison with AASB

This could give rise to differences in classification of
cash flows, and consequential note disclosures.
However, typically in Australia, appropriations are
attributable to current activities, capital works or
contributed capital.

Disclosure

Para. Aus20.2 i not-for-profit entities that use
the direct method and that highlight the net cost
of services in their statement of comprehensive
income are required to disclose in the complete
set of financial statements a reconciliation of
operating cash flows to net cost of services.

Para. 291 entities that report operating cash flows
using the direct method are encouraged to provide a
reconciliation of the surplus/deficit from ordinary
activities with the net operating cash flows. This
reconciliation may be provided as part of the cash flow
statement or in the notes.

Comparison with AASB

AASB 107 requires not-for-profit entities to disclose a
reconciliation of operating cash flows to net cost of
services whereas IPSAS 2 merely encourages a similar
disclosure. This might result in additional disclosures
under AASB 107.

Para. 40(d) 7 where an entity acquires another
entity it shall disclose the amount of assets and
liabilities other than cash or cash equivalents
over which control is obtained.

Para. 531 where a public sector entity that prepares
reports under the cash basis is acquired by another
public sector entity, the acquiring entity would not be
required to disclose the assets and liabilities (other than
cash and cash equivalents) of the entity acquired, as
that entity would not have recognised noncash assets or
liabilities.

Comparison with AASB

Do not expect differences in practice as, under AASBs,
Australian public sector entities adopt the accrual basis
of accounting.

Para. 44A-44E i an entity is required to provide
disclosures that enable users to evaluate
changes in liabilities arising from financing
activities, including both changes arising from
cash flows and non-cash changes.

IPSAS 2 does not require disclosures that enable users
to evaluate changes in liabilities arising from financing
activities.

Comparison with AASB

This is likely to result in additional disclosures under
AASB 107.

Overall comment: there are some differences in presentation and disclosure requirements. However, the more substantive
difference relates to the collection of taxes by one level of government for another level of government i IPSAS 2 allows
netting in certain circumstances, AASB 107 does not. IPSASB has not explicitly identified this as a difference from IAS 7 in its
6 Compar i s oni moihashtidengifi@d amot-for-profit public sector reason for the difference. Accordingly, there is
currently no basis for the AASB to consider amending its requirements on this matter to align with IPSAS 2 for the not-for-
profit public sector.
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Accounting Policies, Changes in
Accounting Estimates and Errors 1
AASB 108

Relevant pronouncements:

A AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors, based on IAS 8
A IPSAS 3 Accounting Policies, Changes in Accounting Estimates and Errors, based on IAS 8 as amended in May

2008,

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 108.

AASB requirement

IPSAS requirement

Scope

Consistent

Para. 41 the tax effects of corrections of prior
period errors and of retrospective adjustments
made to apply changes in accounting policies
are to be accounted for in accordance with
AASB 112 Income Taxes.

AASB 112 para. Aus2.1 i for public sector
entities and for the purpose of AASB 112,
income taxes include forms of income tax that
may be payable by a public sector entity under
their own enabling legislation or other
authority. These forms of income tax are often
referred to as O6income

Para. 4 1 the tax effects of corrections of prior
period errors and of retrospective adjustments
made to apply changes in accounting policies
are not considered in IPSAS 31 they are not
relevant for many not-for-profit public sector
entities. International or national accounting
standards dealing with income taxes contain
guidance on the treatment of tax effects.
Comparison with AASB

There is no IPSAS that corresponds to

AASB 112. There could be differences in
practice, but only to the extent not-for-profit
public sector entities are subject to income tax
or income tax equivalents (which is not
expected to be common). (See also the high-
level comparison of AASB 112 and IPSASSs.)

Defined terms

Consistent, insofar as they are specific to the topic of accounting policies, changes in
accounting estimates and errors. Any substantive differences in terms used in both Standards
but defined in other Standards are identified in the comparisons of those other Standards.
Substantive differences in any general terms and their definitions in both Standards are
identified in the Comparison of Definitions of General Terms at the end of this Appendix.

Recognition and Consistent.
Measurement
Disclosure Consistent

Para. 28(f)(ii) i an entity is required to
disclose, to the extent practicable, the effects
of initial application of a Standard on basic and
diluted earnings per share, if AASB 133
Earnings per Share is applicable.

Para. 4971 an entity is required to disclose, to
the extent practicable, the effects of
corrections of prior period errors on basic and
diluted earnings per share, if AASB 133 is
applicable.

(AASB 133 is only applicable in relation to an
entity that has shares that are or will be traded

in a public market).

IPSAS 3 does not address earnings per share
as it is not relevant in a not-for-profit public
sector context.

Comparison with AASB

Do not expect differences in practice.

(AASB 133 is not applicable to not-for-profit
public sector entities.)

Overall comment: there are no identified practical substantive differences.

Back to Table 2

1 Therefore, IPSASB has not yet considered any amendments made to IAS 8 since May 2008 as part of its approach to

IFRS convergence (see T h e

page 11).
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Events after the Reporting Period 1
AASB 110

Relevant pronouncements:
A AASB 110 Events after the Reporting Period, based on IAS 10

A IPSAS 14 Events After The Reporting Date, based on IAS 10 as amended up to May 2008*
AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 110.

AASB requirement

. IPSAS requirement

Scope

Consistent

Defined terms

Consistent, insofar as they are specific to the topic of events after the reporting period, except as
noted below. Any substantive differences in terms used in both Standards but defined in other
Standards are identified in the comparisons of those other Standards. Substantive differences in any
general terms and their definitions in both Standards are identified in the Comparison of Definitions
of General Terms at the end of this Appendix.

AASB110 uses the te
the reporting peri

ParaS5iuses the
Para.6idef i nes
for issuebd.

Comparison with AASB
Do not expect differences in practice.

6reporting date

term 6devents a-

Para. 41 the process involved in
authorising financial statements for
issue will vary depending upon the
management structure, statutory
requirements and procedures
followed in preparing and finalising
financial statements.

Para. 51 the date financial
statements are authorised for issue is
when the board of directors authorise
them for issue and not when
shareholders approve the financial
statements.

Para. 6 i when financial statements
are required to be submitted to a
supervisory board for approval, the
financial statements are authorised
for issue when the management
authorises them for issue to the
supervisory board.

Para. 7 7 the process involved in preparing and authorising
the financial statements for issue may vary for different
types of entities within and across jurisdictions and can
depend upon the nature of the entity, the governing body
structure, the statutory requirements relating to that entity,
and the procedures followed in preparing and finalising the
financial statements.

Para. 8 7 the date of authorisation for issue of the financial
statements will be determined in the context of the
particular jurisdiction. When an entity is required to submit
its financial statements to another body, the date of
authorisation for issue of the financial statements depends
on whether the other body has the power to require
changes to the audited financial statements or whether the
submission of financial statements is merely a matter of
protocol or process.

Comparison with AASB

Although AASB 110 does not explicitly anticipate a
circumstance where a supervisory board has the power to
require changes to the audited financial statements, do not
expect significant differences in practice.

Recognition AASB 110 does not include explicit Para. 97 in most cases, the announcement of government
and guidance regarding announcements intentions will not lead to the recognition of adjusting
Measurement of government intentions (although events and would generally qualify for disclosure as non-
see paras. Aus26.1 and Aus26.2 of adjusting events.
AASB 137 Provisions, Contingent Comparison with AASB
Liabilities and Contingent Assets). Do not expect differences in practice.
AASB 110 does not include a specific | Para. 11(d) i an example of an adjusting event is the
example to note that the determination after reporting date of the amount of revenue
determination after reporting date of collected during the reporting period to be shared with
the amount of revenue in a revenue- another government under a revenue-sharing agreement in
sharing agreement between place during the reporting period.
1 Therefore, IPSASB has not yet considered any amendments made to IAS 10 since May 2008 as part of its approach
toIFRS convergence(seeThe | PSASBd&6s Strategy for 2015 (September 2085,
page 11).)
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AASB requirement

IPSAS requirement

governments is an adjusting event.

Comparison with AASB
Do not expect differences in practice.

AASB 110 does not include a specific
example to note that a post-balance
date decision to provide additional
benefits under a community service
program is not an adjusting event.

Para. 13(b) i an example of a non-adjusting event is where
an entity charged with operating particular community
service programs decides after the reporting date, but
before the financial statements are authorised, to provide
additional benefits to participants of those programs. The
entity would not adjust the expenses recognised in its
financial statements in the current reporting period,
although the additional benefits may need to be disclosed
as non-adjusting events.

Comparison with AASB
Do not expect differences in practice.

AASB 10 does not include explicit
commentary about going concern in
the context of governments as a
whole.

Para. 17 1 the assessment of going concern is likely to be
of more relevance for individual entities than for a
government as a whole.

Comparison with AASB
Do not expect differences in practice.

AASB 10 does not include explicit
commentary about going concern in
the context of other public sector
entities.

Para. 19-21 1 in relation to the assessment of going
concern in a public sector entity context:

A need to consider a wide range of factors such as
performance of the entity, restructuring of
organisational units, likelihood of continued
government funding and potential sources of
replacement funding

A going concern issues generally only arise if the
government announces its intention to cease funding
for those entities whose operations are substantially
funded by the government

A need to consider any deterioration in operating results
and financial position after the reporting date of self-
funded entities and entities that need to recover the
cost of goods and services from users.

Comparison with AASB

Do not expect differences in practice.

Para. 1517 if the going concern
assumption is no longer appropriate,
the effect is so pervasive that a
fundamental change in the basis of
accounting is required, rather than an
adjustment to the amounts
recognised within the original basis of
accounting.

Para. 2271 if the going concern assumption is no longer
appropriate, an entity is required to reflect the change in its
financial statements. Judgement is required in determining
whether a change in the carrying value of assets and
liabilities is required.

Para. 231 when the going concern assumption is no
longer appropriate, it is also necessary to consider whether
the change in circumstances leads to the creation of
additional liabilities or triggers clauses in debt contracts
leading to the reclassification of certain debts as current
liabilities.

Comparison with AASB

May lead to significant differences in measurement.
Neither AASB 110 nor IPSAS 14 are specific on what
measurement basis would apply when an entity is not a
going concern.

May lead to significant differences in presentation as
AASB 110 makes clear an entity must present on a
different basis of accounting, but IPSAS 14 is less clear.

Disclosure

Consistent

Overall comment: the only identified substantive difference that could potentially lead to differences in practice relates
to circumstances where the going concern assumption is no longer appropriate i AASB 110 is more prescriptive than
IPSAS 14. This difference does not provide a basis for the AASB to consider amending its requirements in relation to
this matter as the matter has not given rise to insurmountable issues in practice.

Back to Table 2
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Income Taxes i AASB 112

Relevant pronouncements:

A AASB 112 Income Taxes (based on IAS 12), Interpretation 125 Income Taxes i Changes in the Tax Status of an
Entity or its Shareholders (based on SIC-25), Interpretation 1003 Australian Petroleum Resource Rent Tax (with no
corresponding IFRIC), Interpretation 1052 Tax Consolidation Accounting (with no corresponding IFRIC)

A IPSAS: there is no specific IPSAS that prescribes requirements for the accounting for income taxes (including

income tax equivalents)
AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 112: Aus2.1,
Aus4.1 and Aus33.1.

AASB requirement

IPSAS requirement

High-level
comparison

Objective i the objective of AASB 112 is to
prescribe the accounting treatment for
income taxes, including how to account for
the current and future tax consequences of:

A the future recovery (settlement) of the
carrying amount of assets (liabilities)
that are recognise
statement of financial position

A transactions and other events of the
current period that are recognised in an
entityds financi al

AASB 112 requires an entity to recognised
a deferred tax liability (deferred tax asset),
with certain limited exceptions.

AASB 112 also deals with the recognition of
deferred tax assets arising from unused tax
losses or unused tax credits, the
presentation of income taxes in the financial
statements and the disclosure of information
relating to income taxes.

Interpretation 1257 addresses how an
entity should account for the tax
consequences of a change in the tax status
or that of its shareholders.

Interpretation 1003 i addresses only the
question of whether Australian Petroleum
Resource Rent Tax (PRRT) is an income
tax within the scope of AASB 112. Para. 9
states that Australian PRRT is an income
tax within the scope of AASB 112.

Interpretation 1052 i addresses the issues
of:

A once tax consolidation is adopted:

o whether current taxes in relation to
wholly-owned subsi di
transactions should be recognised
by the subsidiaries and/or the
head entity, or only by the group

o whether the deferred tax effects of
the assets and liabilities of wholly-
owned subsidiaries should be
recognised by the subsidiaries or
the head entity, or only by the
group on consolidation

A how tax funding (or contribution)
arrangements should be accounted for

A what disclosures are appropriate.
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There is no specific IPSAS that specifies requirements
for the accounting for income taxes, including income
tax equivalents.

IPSAS 3 Accounting Policies, Changes in Accounting
Estimates and Errors, para. 41 the tax effects of
corrections of prior period errors and of retrospective
adjustments made to apply changes in accounting
policies are not considered in IPSAS 3, as they are not
relevant for many public sector entities. International or
national accounting standards dealing with income
taxes contain guidance on the treatment of tax effects.

IPSAS 4 The Effects of Changes in Foreign Exchange
Rates, para. 59 1 for reporting entities subject to
income taxes, guidance on the treatment of (a) tax
effects associated with the gains and losses on foreign
currency transactions, and (b) exchange differences
arising on translating the financial performance and
financial position of an entity (including a foreign
operation) into different currency, can be found in the
relevant international or national accounting standards
dealing with income taxes.

IPSAS 6 Consolidated and Separate Financial
Statements, para. 46 i guidance on accounting for
temporary differences that arise from the elimination of
surpluses and deficits resulting from transactions
within the economic entity, can be found in the
relevant international or national accounting standard
dealing with income taxes.

IPSAS 14 Events after the Reporting Date, para. 31(j)
i an example of an adjusting event after reporting date
that would generally result in disclosure is, in the case
of entities that are liable for income tax or income tax
equivalents, changes in tax rates or tax laws enacted
or announced after the reporting date that have a
significant effect on current and deferred tax assets
and liabilities (guidance on accounting for income
taxes can be found in the relevant international or
national accounting standard dealing with income
taxes).

IPSAS 17 Property, Plant, and Equipment, para. 58 i
guidance on the effects on taxes on surpluses, if any,
resulting from the revaluation of property, plant, and
equipment can be found in the relevant international or
national accounting standard dealing with income
taxes.

IPSAS 18 Segment Reporting, para. 38 i in some
jurisdictions, a government or government entity may
control a commercial public sector entity that is subject
to income tax or income tax equivalents. These
entities may be required to apply accounting standards
such as IAS 12.

IPSAS 19 Provisions, Contingent Liabilities and

AASB 112 and IPSASs



AASB requirement IPSAS requirement

Contingent Assets, para. 14 7 IPSAS 19 does not
apply to provisions for income taxes or income tax
equivalents (guidance on accounting for income taxes
is found in IAS 12).

IPSAS 28 Financial Instruments: Presentation,

para. 40AT income tax relating to distributions to
holders of an equity instrument and to transaction
costs of an equity transaction shall be accounted for in
accordance with the relevant international or national
accounting standard dealing with income taxes.

IPSAS 31 Intangible Assets, para. 3(h) i AASB 31
shall be applied in accounting for intangible assets,
except deferred tax assets (see the relevant
international or national accounting standard dealing
with income taxes).

Comparison with AASB

There could be differences in practice, but only to the
extent not-for-profit public sector entities are subject to
income tax or income tax equivalents (which is not
expected to be common).

Scope AASB 112, para. 27 income taxes include IPSASsdonotexpl i citly descri be
all domestic and foreign taxes which are taxesod.

based on taxable profits. They also include Comparison with AASB

taxes, such as withholding taxes, which are
payable by a subsidiary, associate or joint
arrangement on distributions to the
reporting entity.

AASB 112, para. Aus2.1i income taxes
also include forms of income tax that may
be payable by a public sector entity under
their own enabling legislation or other
authority. These forms of income tax are
often referred to as

Expect differences in the types of items that are
regarded as Oincome taxes:i

Overall comment: it would not be appropriate for the AASB to exclude the not-for-profit sector from the application of
AASB 112 to align with IPSASB as that would create a gap in accounting requirements.

Back to Table 2
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Property, Plant and Equipment 1T AASBsS
116/1051

Relevant pronouncements:

A AASB 116 Property, Plant and Equipment (based on IAS 16), AASB 1051 Land under Roads (with no
corresponding IFRS), Interpretation 1030 Depreciation of Long-Lived Physical Assets: Condition-Based
Depreciation and Related Methods (with not corresponding IFRIC) and Interpretation 1055 Accounting for Road
Earthworks (with no corresponding IFRIC)

A IPSAS 17 Property, Plant, and Equipment, based on IAS 16 as amended up to May 2008*
AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 116: Aus6.1,

Aus6.2, Ausi15.1,

Aus15.3, Aus39.1, Aus40.1, Aus40.2 and Aus77.1

AASB requirement

IPSAS requirement

Scope

Para.2 i AASB 116 shall be applied in
accounting for property, plant and

treatment.

equipment except when another Standard
requires or permits a different accounting

Para.57 IPSAS 17 applies to property, plant and
equipment including:

A weapons systems

A service concession arrangement assets after initial
recognition and measurement in accordance with
IPSAS32 Service Concession Arrangements:
Grantor.

Para. 201 weapons systems will normally meet the
definition of property, plant, and equipment, and should
be recognized as an asset in accordance with this
Standard. Weapons systems include vehicles and other
equipment, such as warships, submarines, military
aircraft, tanks, missile carriers and launchers that are
used continuously in the provision of defence services,
even if their peacetime use is simply to provide
deterrence. Some single-use items, such as certain
types of ballistic missiles, may provide an ongoing
service of deterrence against aggressors and, therefore,
can be classified as weapons systems.

Comparison with AASB

Do not expect differences in practice in relation to
weapons systems.

There could be differences in practice in relation to
assets arising from service concession arrangements i
see also the forthcoming separate comparison of (what
is anticipated to be) AASB 1059 Service Concession
Arrangements: Grantor and IPSAS 32, to be completed
once AASB 1059 has been issued.

Para 37 AASB 116 does not apply to:

A property, plant and equipment
classified as held for sale in

Assets Held for Sale and
Discontinued Operations;

exploration and evaluation assets
(see AASB 6 Exploration for and
Evaluation of Mineral Resources).

accordance with AASB 5 Non-current

A the recognition and measurement of

IPSAS 17 does not exclude from its scope property,
plant and equipment held for sale or exploration and
evaluation assets. Nor does it include within its scope
bearer plants.

Comparison with AASB

Significant differences are expected in practice because
there are no IPSASs that correspond to AASB 5 and

AASB 6. (See also the separate high-level comparisons
of AASB 5 and IPSASs, and AASB 6 and IPSASs.)

1

Therefore, IPSASB has not yet considered any amendments made to IAS 16 since May 2008 as part of its approach
to IFRS convergence (seeThe | PSASBO&s

page 11).)
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AASB requirement . IPSAS requirement

Defined terms . Consistent, insofar as they are specific to the topic of property, plant and equipment (although

IPSAS 17 does not define land under roads). Any substantive differences in terms used in these
Standards but defined in other Standards are identified in the comparisons of those other Standards.
Substantive differences in any general terms and their definitions in the Standards are identified in the
Comparison of Definitions of General Terms at the end of this Appendix.

Recognition Para. Aus6.2 1 examples of property, Para. 97 an entity is not required to recognise heritage
Heritage plant and equipment held by not-for-profit : assets that would otherwise meet the definition of, and
assets public sector entities include, but are not recognition criteria for, property, plant and equipment. If
limited to, infrastructure, cultural, an entity does recognise heritage assets, it must apply
community and heritage assets. the disclosure requirements of IPSAS 17 and may, but is
not required to, apply the measurement requirements of
IPSAS 17.

Comparison with AASB

There could be significant differences in practice if
entities applying IPSAS 17 elect to not recognise
heritage assets.

Weapons AASB 116 does not explicitly mention Para. 20 1 weapons systems will normally meet the

systems weapons systems. definition of property, plant and equipment, and should
(AASB 1049 provided some transitional be recognised as an asset in accordance with IPSAS 17.
relief for defence weapons platforms.) Weapons systems include vehicles and other

equipment, such as warships, submarines, military
aircraft, tanks, missile carriers and launchers that are
used continuously in the provision of defence services,
even if their peacetime use is simply to provide
deterrence. Some single-use items, such as certain
types of ballistic missiles may provide an ongoing
service of deterrence against aggressors and, therefore
can be classified as weapons systems.

Comparison with AASB
Do not expect any differences in practice.

Land under AASB 1051, para. 81 an entity may elect | IPSAS 17 does not explicitly mention land under roads,
roads (by way of a one-off final election) to nor road earthworks.
recognise as an asset, subject to Comparison with AASB

satisfaction of the asset recognition E ionifi diff - - thouah th
criteria, land under roads acquired before xpect significant differences in practice, although the

: ; ; ; differences might be mitigated to the extent the

Lhneoin:ftg]; t;le gg;ﬁ%ﬂ:gg&émd ending requirement in AASB 1049 Whole o_f Government and

B General Government Sector Financial Reporting to
AASB 1051, para. 157 land under roads adopt an option that aligns with GFS could result in
acquired after the end of the first reporting | gome not-for-profit public sector entities recognising as
period ending on or after ) assets land under roads that satisfy the asset
31 December 2007 is accounted for in recognition criteria, which would be consistent with GFS
accordance with AASB 116. and IPSAS 17.2
Interpretation 1055, para. 51 road
earthworks shall be recognised as assets
only in accordance with the requirements
for the recognition of an item of property,
plant and equipment in AASB 116.

2 Although, see paras. BC14 and BC15 of AASB 1051, which state:

BC14: Aln relation to GGSs and whole of governments, the Board
Standard and the principle in AASB 1049 Whole of Government and General Government Sector Financial
Reporting that GGSs and whole of governments should adopt optional treatments in Australian Accounting
Standards that align with the principles or rules in the Australian Bureau of Statistics (ABS) Government
Finance Statistics (GFS) Manual. The Board noted that the recognition relief provided in this Standard for
land under roads is potentially inconsistent with GFS principles. However, the Board also noted that land
under roads is not recognised under GFS in practice In certain circumstances, depending on the availability
of information pertinent to measurement. Accordingly, the Board concluded that the impact of AASB 1049
relative to this Standard on the recognition of land under roads would be expected to be limited.

BC15:  Accordingly, the Board decided that the broad principle adopted in AASB 1049 that a GAAP option should
be adopted where it aligns with GFS should be retained without an exception for land under roads. In
making this decision, the Board also noted that any difference between GFS principles and practice is
beyond the control of the AASB, and that land under roads does not create unique issues in a GAAP/GFS
har moni sati on context. 0
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AASB requirement

IPSAS requirement

Road Interpretation 1055, paras. 18-207 an IPSAS 17 does not explicitly mention road earthworks.
earthworks entity is required to derecognise road Comparison with AASB

earthworks in relation to physical D diff . .

deterioration and obsolescence. 0 not expect differences in practice.
Measurement Heritage assets are subject to the Para. 97 if an entity elects to recognise heritage assets,

measurement requirements of AASB 116.
See also paras. Paras. G1-G4 of the
Australian implementation guidance in
AASB 116.

it is not required to apply the measurement requirements
of IPSAS 17.

Comparison with AASB
Expect significant differences in practice.

Para. Aus.15.1 7 a not-for-profit entity
shall initially measure the cost of an item
of property, plant and equipment at fair
value in accordance with AASB 13 Fair
Value Measurement where the
consideration for the asset is significantly
less than fair value principally to enable
the entity to further its objectives.

Para. Aus15.3 1 the initial recognition and
measurement at fair value of an item of
property, plant and equipment, in
accordance with para. Aus15.1, does not
constitute a revaluation.

Paras. 27-29 1 where an asset is acquired through a
non-exchange transaction, its cost shall be measured at
its fair value as at the date of acquisition. Para. 28
provides some examples, and para. 29 clarifies the
relationship of initial measurement at fair value to
revaluations.

Comparison with AASB

There could be differences in how fair value is
determined in practice under AASB 16 and IPSAS 17

(see also the separate high-level comparison of
AASB 13 and IPSASS).

AASB 13 provides the requirements and
guidance for determining fair value.

Paras. 45-48 1 specifies requirements and provides
clarifications on how fair value for public sector property,
plant and equipment should be determined under the
revaluation model.

Comparison with AASB

There could be differences in how fair value is
determined in practice under AASB 116 and IPSAS 17
(see the separate high-level comments in the
comparison of AASB 13 and IPSASS).

Para. Aus39.1 i if the carrying amount of
a class of assets is increased as aresult
of a revaluation, the net revaluation
increase shall be recognised in other
comprehensive income and accumulated
in equity under the heading of revaluation
surplus. However, the net revaluation
increase shall be recognised in profit or
loss to the extent that it reverses a net
revaluation decrease of the same class of
assets previously recognised in profit or
loss.

Para. Aus.40.1 7 if the carrying amount of
a class of assets decreased as a result of
a revaluation, the net revaluation
decrease shall be recognised in profit or
loss. However, the net revaluation
decrease shall be recognised in other
comprehensive income to the extent of
any credit balance existing in any
revaluation surplus in respect of that
same class of asset. The net revaluation
decrease recognised in other
comprehensive income reduces the
amount accumulated in equity under the
heading of revaluation surplus.

Para. Aus.40.2 T revaluation increases
and revaluation decreases relating to
individual assets within a class of
property, plant and equipment shall be
offset against one another within that
class but shall not be offset in respect of
assets in different classes.
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Para. 541 if the carrying amount of a class of assets is
increased as a result of a revaluation, the increase shall
be credited directly to revaluation surplus. However, the
increase shall be recognised in surplus or deficit to the
extent that it reverses a revaluation decrease of the
same class of assets previously recognised in surplus or
deficit.

Para. 551 if the carrying amount of a class of assets is
decreased as aresult of a revaluation, the decrease
shall be recognised in surplus or deficit. However, the
decrease shall be debited directly to revaluation surplus
to the extent of any credit balance existing in the
revaluation surplus in respect of that class of assets.

Para. 56 1 revaluation increases and decreases relating
to individual assets within a class of property, plant, and
equipment must be offset against one another within that
class but must not be offset in respect of assets in
different classes.

Comparison with AASB

Do not expect differences in practice, even though
IPSASs do not adopt the concept of d@ther
comprehensive incomed(see the separate comparison of
AASB 101 Presentation of Financial Statements and
IPSAS 1 Presentation of Financial Statements). Within
that context, the requirements relating to the recognition
of revaluation increases and decreases are broadly
similar under AASB 116 and IPSAS 17.

AASB 116/AASB 1051 and IPSAS 17



AASB requirement

IPSAS requirement

AASB 116 does not explicitly mention the
effect of poorly maintained assets on
useful life.

Para. 681 some assets may be poorly maintained or
maintenance may be deferred indefinitely because of
budgetary constraints. Where asset management
policies exacerbate the wear and tear of an asset, its
useful life should be reassessed and adjusted
accordingly.

Comparison with AASB
Do not expect differences in practice.

Para. 631 to determine whether an item
of property, plant and equipment is
impaired, an entity applies AASB 136
Impairment of Assets.

Para. 791 to determine whether an item of property,
plant and equipment is impaired, an entity applies
IPSAS 21 Impairment of Non-cash Generating Assets or
IPSAS 26 Impairment of Cash-Generating Assets, as
appropriate.

Comparison with AASB

This could give rise to differences, particularly in relation
to non-cash-generating asset impairments i see the

separate detailed comparison of AASB 136 and
IPSASs 21/26.

Interpretation 1055, paras. 16-17, 21 and
227 an entity is required to apply
AASB 116 in estimating and reassessing
the useful life of road earthworks.

As noted above, IPSAS 17 does not explicitly refer to
road earthworks.

Comparison with AASB
There could be differences in practice, given that the
AASB determined it necessary to issue

Interpretation 1055 to address concerns about diverse or
unacceptable practices occurring or developing.

Interpretation 1030, para. 8 i condition-
based depreciation and other methods of
depreciation of long-lived physical assets,
including infrastructure assets, that
include any of the particular
characteristics listed in para. 8(a)-(e) do
not comply with AASB 116, and shall not
be adopted.

IPSAS 17 does not explicitly address condition-based
depreciation.

Comparison with AASB

There could be differences in practice, given that the
AASB determined it necessary to issue

Interpretation 1030 to address concerns about diverse,
and potentially inappropriate, practices developing
and/or becoming entrenched.

Presentation
and
Disclosure

AASB 116 does not specify disclosure
requirements relating to the determination
of fair value. However, AASB 13 requires
disclosures on valuation techniques and
inputs used in determining fair value.

Para. 921 an entity is required to disclose the methods
and significant assumptions applied in determining the
fair value of each class of property, plant and equipment
that is stated at revalued amounts, including the extent
to which the determination of fair value was supported
by market evidence, or was more heavily based on other
factors.

Comparison with AASB

Do not expect significant differences in disclosures i see
also the separate high-level comparison of AASB 13 and
IPSASSs.

No requirement to disclose the sum of all
revaluation surpluses and deficits for
individual items of property, plant and
equipment within a class.

Para. 921 requires an entity to disclose for each class of
property, plant and equipment that is stated at revalued
amounts:

A the sum of all revaluation surpluses for individual
items of property, plant, and equipment within that
class; and

A the sum of all revaluation deficits for individual items
of property, plant, and equipment within that class.

Comparison with AASB
Greater level of disclosure under IPSAS 17.

Para. Aus77.1 7 for each revalued class
of property, plant and equipment, the
requirement in para. 77(e) to disclose the
carrying amount that would have been
recognised had the assets been carried
under the cost model does not apply.
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Para. 92(f) and (g) T an entity is not required to disclose
the carrying amount that would have been recognised
had the assets been carried under the cost model.

Comparison with AASB
Do not expect a difference in practice.

AASB 116/AASB 1051 and IPSAS 17



: AASB requirement . IPSAS requirement

Overall comment: the more substantive differences relate to heritage assets, land under roads, condition-based
depreciation and road earthworks. The IPSASB is undertaking a project on heritage, and the AASB should contribute to
and monitor it with a view to considering whether the outcome of the project should lead to amendments to AASB 116.
Land under roads is an AASB legacy issue i it would not be an efficient use of AASB resources to readdress that issue
at this time. The AASB could encourage the IPSASB to consider incorporating the guidance in Interpretations 1030

and 1050 into IPSAS 17 the next time IPSASB reviews that IPSAS.

Back to Table 2
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Employee Benefits T AASB 119

Relevant pronouncements:

A AASB 119 Employee Benefits (based on IAS 19) and Interpretation 14 AASB 1191 The Limit on a Defined Benefit
Asset, Minimum Funding Requirements and their Interaction (based on IFRIC 14)

A IPSAS 39 Employee Benefits, based on IAS 19 including amendments up to 31 December 2015*
AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus83.1 is included in AASB 119.

AASB requirement

IPSAS requirement

Scope

Para. 37 AASB 119 does not deal with reporting
by employee benefit plans (see AASB 1056
Superannuation Entities).

Para. 37 IPSAS 39 does not deal with reporting
by employee retirement benefit plans (see the
relevant international or national accounting
standard dealing with employee retirement
benefit plans).

Comparison with AASB

There could be differences in practice (see the
separate high-level comparison of AASB 1056
and IPSASS).

AASB 119 does not explicitly state that it does
not deal with benefits provided by composite
social security programmes that are not
consideration in exchange for service rendered
by employees or past employees of public sector
entities.

Para. 37 IPSAS 39 does not deal with benefits
provided by composite social security
programmes that are not consideration in
exchange for service rendered by employees or
past employees of public sector entities.

Comparison with AASB

Do not expect differences in practice. Benefits
provided by composite social security
programmes would only fall within the scope

of AASB 119 (and IPSAS 39) if they are in
exchange for service rendered by employees or
for termination of employment (see the
(consistent) definiti ons of O6empl o
the respective paras. 8 of both Standards).

Defined terms

Consistent, insofar as they are specific to the topic of employee benefits, except as noted below. Any
substantive differences in terms used in both Standards but defined in other Standards are identified
in the comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the

end of this Appendix.

Para. 1537 the non-exhaustive list of examples
of other long-term employee benefits does not
include 6compensation
an individual enters n
expected to be settled wholly before twelve
months after the end of the annual reporting
period in which the employees render the related
service.

p
e

Para. 155(f) i other long-term employee
benefits include &6comp:
entity until an individual enters new

empl oyment &6 i f ilesettlsd n
wholly before twelve months after the end of the
reporting period in which the employees render
the related service.

Comparison with AASB

Do not expect differences in practice where
compensation payable to a former employee

until they find new employment meets the
definition of O6employe:
exchange for service rendered by the

employee.

Recognition Para. 417 an entity participating in a defined Para. 4171 an entity participating in a defined
benefit plan that shares risks between entities benefit plan that shares risks between various
1 Therefore, IPSASB has not yet considered any amendments made to IAS 19 since December 2015 as part of its

approach to IFRS convergence (see T h e

(September 2015, page 11).)
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AASB requirement

IPSAS requirement

under common control shall obtain information
about the plan as a whole measured in
accordance with AASB 119 on the basis of
assumptions that apply to the plan as a whole. If
there is a contractual agreement or stated policy
for charging to individual group entities the net
defined benefit cost for the plan as a whole
measured in accordance with AASB 119, the
entity shall, in its separate or individual financial
statements, recognise the net defined benefit
cost so charged. If there is no such agreement or
policy, the net defined benefit cost shall be
recognised in the separate or individual financial
statements of the group entity that is legally the
sponsoring employer for the plan. The other
group entities shall, in their separate or individual
financial statements, recognise a cost equal to
their contribution payable for the period.

entities under common control obtains
information about the plan as a whole,
measured in accordance with IPSAS 39 on the
basis of assumptions that apply to the plan as a
whole. If there is a contractual agreement,
binding agreement, or stated policy for charging
to the net defined benefit cost for the plan as a
whole measured in accordance with IPSAS 39
to individual entities within the economic entity,
the entity shall, in its separate or individual
financial statements, recognise the net defined
benefit cost so charged. If there is no such
agreement, arrangement, or policy, the net
defined benefit cost shall be recognised in the
separate or individual financial statements of
the entity that is legally the sponsoring
employer for the plan. The other entities shall,
in their separate or individual financial
statements, recognise a cost equal to their
contribution payable for the period.

Para. 421 where a controlling entity and a
controlled entity participate in a defined benefit
plan, the controlled entity accounts on a defined
contribution basis and the controlling entity
accounts on a defined benefit basis in its
consolidated financial statements, unless there
is a contractual agreement, binding
arrangement, or stated policy for charging the
net benefit cost for the plan as a whole
measured in accordance with IPSAS 39 to
individual entities within the economic entity.

Comparison with AASB

Do not expect differences in practice as

para. 42 of IPSAS 39 merely provides an
explicit public sector perspective for the general
principles that are within the respective

paras. 41 of both Standards. However, there
would be no differences only if the controlling
entity is legally the sponsoring entity (which is
generally expected to be the case in a not-for-
profit public sector context in Australia).

Para. 4517 state plans are characterised as
defined benefit or defined contribution, depending
on the entityds obligat
plans are normally contribution plans.
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Para. 46 1 entities covered by state plans
account for those plans as either defined
contribution or defined benefit plans. If an
entityds only obligati:
contributions as they fall due, and the entity has
no obligation to pay future benefits, it accounts
for that state plan as a defined contribution

plan.

Para. 471 a state plan may be classified as a
defined contribution plan by a controlled entity.
However, it is a rebuttable presumption that a
state plan will be characterised as a defined
benefit plan by its controlling entity. Where that
presumption is rebutted the state plan is
accounted for as a defined contribution plan.

Comparison with AASB

There could be differences in practice, to the
extent the IPSAS 39 rebuttable presumption
leads to a controlling entity treating a state plan
as a defined benefit plan that AASB 119 would

AASB 119 and IPSAS 39



AASB requirement

IPSAS requirement

treat as a defined contribution plan. However,
given the general guidance in AASB 119 for
distinguishing between defined contribution and
defined benefit plans, that is not expected to be
the case.?

Measurement

Does not specifically acknowledge that public
sector bonus plans might be related to service
delivery objectives or aspects of financial
performance.

Para. 201 specifically acknowledges that public
sector bonus plans might be related to service
delivery objectives or aspects of financial
performance.

Comparison with AASB

Do not expect differences in practice as

para. 20 of IPSAS 39 does not prescribe how to
measure such plans, and therefore the general
measurement requirements in para. 19 of
IPSAS 39 (which are consistent with the
general measurement requirements in para. 19
of AASB 119) apply.

Para. Aus83.1 1 in respect of not-for-profit public
sector entities, post employment benefit
obligations denominated in Australian currency
shall be discounted using market yields on
government bonds.

Para. 881 judgement is used in assessing
whether a discount rate that reflects the time
value of money is best approximated by
reference to market yields at the end of
reporting period on government bonds, high
quality corporate bonds, or by another financial
instrument. That assessment will be based on
jurisdiction specific circumstances. For
example, there may be jurisdictions where there
is no deep market in government bonds. In
such a case, the rate might best be determined
by reference to market yields on high quality
corporate bonds.

Comparison with AASB

The difference can be partly explained by the
fact that IPSASs are not drafted within the
context of a particular national jurisdiction. This
could give rise to differences in practice if
different discount rates are used. There is
unlikely to be any difference when there is a
deep market in government bonds.

AASB 119 does not specify a rebuttable
presumption that long-term disability payments
are not usually subject to the same degree of
uncertainty as the measurement of post-
employment benefits, although para. 154 states
that the measurement of other long-term benefits
is not usually subject to the same degree of
uncertainty as the measurement of post-
employment benefits.

Para. 156 7 the measurement of other long-
term benefits is not usually subject to the same
degree of uncertainty as the measurement of
post-employment benefits.

Para.157 i there is a rebuttable presumption
that long-term disability payments are not
usually subject to the same degree of
uncertainty as the measurement of post-
employment benefits. Where this presumption
is rebutted, the entity considers whether some
or all long-term disability payments should be
accounted for in accordance with paras. 57-154
(being the requirements for post-employment
benefits i defined benefit plans).

Comparison with AASB
There could be differences in practice if the
IPSAS 39 presumption is rebutted. This is

because, in those circumstances, in contrast to
AASB 119, long-term disability benefits would

pl an

as a defined

context of para. 46, that is not the case.
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Although para. 47 of IPSAS 39 could be read as implying a controlled entity can choose whether to classify a state
contributmagbeclpsanf ( ed

as
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AASB requirement

IPSAS requirement

be required to be measured according to
defined benefit plan measurement
requirements.

Presentation

Para. 120(c) i recognise re-measurements of the
net defined benefit liability (asset) in other
comprehensive income.

Para. 122(c) i recognise re-measurements of
the net defined benefit liability (asset) in net
assets/equity.

Comparison with AASB

This would give rise to a difference in
presentation as a consequence of IPSASs not
adopting the conceptof 6ot her <con
i n c o(gee the separate comparison of

AASB 101 Presentation of Financial Statements
and IPSAS 1 Presentation of Financial
Statements). However, within that context, the
requirements relating to the recognition of re-
measurements are broadly similar under

AASB 119 and IPSAS 39.

Disclosure Does not require disclosure of the basis on which | Para. 141(d) i disclose the basis on which the
the discount rate has been determined i in part discount rate has been determined.
beca_use the selectiqn of the discount rate is Comparison with AASB
restricted (see the discussion about para. Thi Id give ri diff in discl
Aus83.1 above). is could give rise to differences in disclosure.
Other IPSASB has not issued an Interpretation on the

AASB Interpretation 14 i addresses:

A when refunds or reductions in future
contributions should be regarded as
available in accordance with the definition of
the asset ceiling in para. 8 of AASB 119

A how a minimum funding requirement might
affect the availability of reductions in future
contributions

A when a minimum funding requirement might
give rise to a liability.

limit on a defined benefit asset, minimum
funding requirements and their interaction. Nor
has it incorporated IFRIC 14 into IPSAS 39.

Comparison with AASB

There could be significant differences in
practice, to the extent Interpretation 14 was
issued to reduce divergent practices (see
para. BC2 of Interpretation 14).

Overall comment: although some differences exist, they are generally not expected to be significant in practice.
Therefore, it is not currently necessary for the AASB to consider amending its requirements to align with IPSAS 39 for
the not-for-profit sector.

Back to Table 2
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The Effects of Changes in Foreign
Exchange Rates 1 AASB 121

Relevant pronouncements:

A AASB 121 The Effects of Changes in Foreign Exchange Rates (based on IAS 21), Interpretation 22 Foreign
Currency Transactions and Advance Consideration (based on IFRIC 22), Interpretation 107 Introduction of the Euro
(based on SIC-7)

A IPSAS 4 The Effects of Changes in Foreign Exchange Rates, based on IAS 21 as amended in 2005"

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 121.

AASB requirement

IPSAS requirement

Scope

Consistent

Defined terms

Consistent, insofar as they are specific to the topic of the effects of changes in foreign exchange
rates, except as noted below. Any substantive differences in terms used in both Standards but
defined in other Standards are identified in the comparisons of those other Standards. Substantive
differences in any general terms and their definitions in both Standards are identified in the
Comparison of Definitions of General Terms at the end of this Appendix.

AASB 121 does not contain an explicit
requirement that an entity consider the currency
that revenue (such as taxes, grants and fines) is
raised from, in determining its functional currency.

Para. 11(a)(i) i an entity considers the currency
that revenue (such as taxes, grants and fines)
is raised from, in determining its functional
currency.

Comparison with AASB

Do not expect differences in practice. The
IPSAS 4 approach reflects the fact that, in

contrast to the AASB, IPSASB generally sets
IPSASs without regard to national borders.

AASB 121 does not include public sector specific
examples of when activities of a foreign operation
are carried out as an extension of the reporting
entity compared with being carried out with
autonomy.

Para. 13 (a) i gives public sector specific
examples of when the activities of a foreign
operation are carried out as an extension of the
reporting entity and when they are being carried
out with a significant degree of autonomy.

Comparison with AASB
Do not expect differences in practice.

Para. 16 1 a contract to receive (or deliver) a
variable numberoft he entityds o
instruments or a variable amount of assets in
which the fair value to be received (or delivered)
equals a fixed or determinable number of units of
currency is a monetary item.

IPSAS 4 does not provide clarification relating
to contracts to receive (or deliver) a variable
number of the entityos
a variable amount of assets in which the fair
value to be received (or delivered) equals a
fixed or determinable number of units of
currency.

Comparison with AASB

Do not expect differences in practice as these
instruments are rare in the not-for-profit public
sector

Recognition Interpretation 22, para. 8 1 the date of the IPSAS 4 does not provide clarification relating
transaction for the purpose of determining the to determining the date of the transaction for
exchange rate to use on initial recognition of the the purpose of determining the exchange rate
related asset, expense or income (or part of it) is to use on initial recognition of the related asset,
the date on which an entity initially recognises the : expense, income (or part of it) on the de-
non-monetary asset or non-monetary liability recognition of a non-monetary asset or non-

1 Therefore, IPSASB has not yet considered any amendments made to IAS 21 since 2005 i nor has it yet considered

SIC-7 1 as part of its approach to IFRS convergence (seeT h e
Change (September 2015, page 11).)
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AASB requirement

IPSAS requirement

arising from the payment or receipt of advance
consideration.

Interpretation 22, para. 91 if there are multiple
payments or receipts or receipts in advance, the
entity shall determine a date of the transaction for
each payment or receipt of advance
consideration.

monetary liability arising from the payment or
receipt of advance consideration in a foreign
currency.

Comparison with AASB

Do not expect differences in practice as
Interpretation 22 is consistent with the principle
in IPSAS 4.

Measurement

AASB 121 does not clarify how the presentation
currency of a national or state/provincial
government is normally determined.

Para. 431 for national or state/provincial
governments, the presentation currency is
normally determined by the ministry of finance
(or similar authority), or established in
legislation.

Comparison with AASB
Do not expect differences in practice. The
IPSAS 4 approach reflects the fact IPSASB

generally sets IPSASs without regard to
national or state/provincial borders.

Interpretation 107, para. 31 the requirements of
AASB 121 regarding the translation of foreign
currency transactions and financial statements of
foreign operations shall be strictly applied to the
changeover to the euro. The same rationale
applies to the fixing of exchange rates when
countries join Economic and Monetary Union
(EMU) at later stages. (Interpretation 107, para. 4
goes on to explain what para. 3 means.)

IPSAS 4 does not clarification of how it is to be
applied on changeover to the euro.

Comparison with AASB

Do not expect differences in practice, given that
the nature of SIC-7 is to merely reinforce the
application of IFRS 21 and it is unlikely that
Australia will be changing its currency in the
near future.

Presentation

Consistent

Disclosure

Consistent

Overall comment: there are no identified substantive differences.

Back to Table 2
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Borrowing Costs i AASB 123

Relevant pronouncements:
A AASB 123 Borrowing Costs, based on IAS 23

A IPSAS 5 Borrowing Costs, based on IAS 23 (1993)".

AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 123: Aus8.1,
Aus8.2 and Aus26.1.

AASB requirement

IPSAS requirement

Scope

Para. 4 i an entity is not required to apply
AASB 123 to borrowing costs directly
attributable to the acquisition, construction or
production of:

A aqualifying asset measured at fair value,
for example a biological asset; or

A inventories that are manufactured, or
otherwise produced, in large quantities
on a repetitive basis.

IPSAS 5 applies to all qualifying assets, although it
allows adoption of either a benchmark treatment or
an allowed alternative treatment (see the discussion
of paras. 14 and 18 below).

Comparison with AASB

Do not expect significant differences in practice.

Defined terms

Consistent, insofar as they are specific to the topic of borrowing costs, except as noted below. Any

substantive differences in terms used in both Standards but defined in other Standards are identified
in the comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the

end of this Appendix.

Para 6(a) 1 borrowing costs may include Para 6(a-c) i borrowing costs may include interest
interest expense calculated using the on borrowings and amortisation of discounts,
effective interest rate method. premiums and ancillary costs.
(6Effective interest Para 6(d) i borrowing costs may include finance
Appendix A of AASB 9 Financial Instruments charges in relation to service concession
and includes transaction costs and all arrangements.
premiums or discounts) Comparison with AASB
Do not expect significant differences in practice on
items included in borrowing costs.
Recognition Para. 81 an entity shall capitalise borrowing Para.14 i borrowing costs shall be recognised as an
costs that are directly attributable to the expense in the period in which they are incurred
acquisition, construction or production of a (benchmark treatment).
qualifying asset as part of the cost of that Para. 18 i borrowing costs that are directly
asset. attributable to the acquisition, construction, or
Para. Aus8.1 71 a not-for-profit public sector production of a qualifying asset shall be capitalised
entity may elect to recognise borrowing costs | as part of the cost of that asset (alternative
as expense in the period in which they are treatment).
incurred. Comparison with AASB
There could be differences in practice. Not-for-profit
public sector entities applying AASB 123 have the
same accounting policy options as in IPSAS 5 for the
treatment of borrowing costs i subject to para.13 of
AASB 1049, applicable to whole of governments and
general government sectors, which restricts options
in other AASBs to those that align with Government
Finance Statistics (GFS). GFS requires borrowing
costs to be expensed.

Para. Aus8.2 7 paras. 9-26, 27 and 28 (which | The structure of IPSAS 5, in distinguishing between

contain requirements and guidance on the the benchmark treatment and the allowed alternative

capitalisation of borrowing costs) apply only treatment, makes it clear which requirements and

1 Therefore, IPSASB has not yet considered any amendments made to IAS 23 since 1993 as part of its approach to

IFRS convergence (seeThe | PSASBO6s S5 Fomavard gepding tbroughi?Ohdinge (September 2015,
page 11).)
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AASB requirement

IPSAS requirement

when a not-for-profit public sector entity
elects to capitalise borrowing costs directly
attributable to the acquisition, construction or
production of a qualifying asset.

guidance apply in the different circumstances.
Comparison with AASB
Do not expect differences in practice.

AASB 123 does not provide explicit guidance
on the amount of borrowing costs to be
capitalised in circumstances where a
controlling entity transfers funds to a
controlled entity at less than current cost.
However, consistent with paras. 5.1.1A and
B5.1.2A of AASB 9 Financial Instruments and
para. 8 of AASB 1058 Income of Not-for-
Profit Entities, the funds transferred are
recognised at fair value with a consequential
impact on the amount of borrowing costs that
would be eligible for capitalisation (being the
fair value of the loan at the effective interest
rate).

Paras. 26-28 1 when a controlling entity transfers
funds to a controlled entity:

A at partial cost, the controlled entity may only
capitalise the portion of borrowing costs which it
itself has incurred; and

A for no cost, neither the controlling entity nor the
controlled entity would meet the criteria for
capitalisation of borrowing costs.

Comparison with AASB

Although para. AG88 (and para. IE39) of IPSAS 29
Financial Instruments: Recognition and
Measurement and para. 105A of IPSAS 23 Revenue
from Non-exchange Transactions (Taxes and
Transfers) would also recognise the funds
transferred at fair value, IPSAS 5 limits the borrowing
costs on concessionary loans from a controlling
entity to a controlled entity that are eligible for
capitalisation to the amount transferred at the
nominal (below-market) interest rate. Accordingly,
borrowing costs that could be capitalised under
AASB 123 would be significantly higher than the
amount that could be capitalised under IPSAS 5.

Measurement | Para. 181 expenditures on a qualifying asset | Para. 321 outlays on a qualifying asset include only
include only those expenditures that result in those outlays that have resulted in payments of cash,
payments of cash, transfers of other assets or : transfers of other assets, or the assumption of
the assumption of interest-bearing liabilities. interest-bearing liabilities.

Expenditures are reduced by any progress IPSAS 5 does not explicitly refer to the treatment of
payments received and grants received in grants received in connection with a qualifying asset.
connection with the asset. . .
Comparison with AASB
This could give rise to significantly different
measurement amounts for qualifying asset where
capitalisation of borrowing costs occurs. However, as
noted above, the AASB 1049 requirement (by virtue
of the GFS requirement) to expense borrowing costs
means the difference is unlikely to be significant in
practice for whole of governments and GGSs and for
other not-for-profit public sector entities that measure
qualifying assets at fair value.
Disclosure Consistent

Para Aus26.17 a not-for-profit public sector
entity shall disclose the accounting policy
adopted for borrowing costs.

Para. 40(a) 7 the financial statements shall disclose
the accounting policy adopted for borrowing costs.

Comparison with AASB
No difference.

Overall comment: the identified differences are not expected to be substantive in practice given the widespread
adoption of fair value measurement by Australian not-for-profit public sector entities in the context of AASB 1049
requirements. Therefore, it is not necessary for the AASB to consider amending its requirements to align with IPSAS 5
for the not-for-profit sector.

Back to Table 2
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Related Party Disclosures i AASB 124

Relevant pronouncements:

A AASB 124 Related Party Disclosure, based on IAS 24

A IPSAS 20 Related Party Disclosures, based on IAS 24 (Reformatted 1994)*

AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 124: Aus9.1,
Aus9.1.1 and Aus13.1.

Australian implementation guidance for not-for-profit public sector entities is included as |G paragraphs in AASB 124 and
is an integral part of AASB 124.

AASB requirement IPSAS requirement
Objective Para. 17 the objective of AASB 124 is to ensure Objective para. i the objective of IPSAS 20 is to
that an entitydés f i nanc: requirethe disclosure of the existence of related
disclosures necessary to draw attention to the party relationships where control exists, and the
possibility that its financial position and profit or disclosure of information about transactions
loss may have been affected by the existence of between the entity and its related parties in
related parties and by transactions and certain circumstances. This information is
outstanding balances, including commitments, required for accountability purposes, and to
with such parties. facilitate a better understanding of the financial
position and performance of the reporting entity.
The principal issues in disclosing information
about related parties are:
1 identifying which parties control or
significantly influence the reporting entity
1 determining what information should be
disclosed about transactions with those
parties.
Comparison with AASB
The stated objectives are different i AASB 124
focuses on financial position and performance
whereas IPSAS 20 also explicitly refers to
accountability. This could give rise to differences
in practice to the extent the IPSAS 20 objective
would result in the disclosure of transactions that
are immaterial for assessing, for example,
financial position.
Scope Consistent
Defined There are several differences insofar as they are specific to the topic of related party disclosures, as
terms noted below. Any substantive differences in terms used in both Standards but defined in other
Standards are identified in the comparisons of those other Standards. Substantive differences in any
general terms and their definitions in both Standards are identified in the Comparison of Definitions of
General Terms at the end of this Appendix.
AASB 124 does not explicitly exclude from the Para.4i 6r el ated party tran
def i nition otfr anrsedcattieodn < transactions with any other entity that is a related
transactions arising because of economic party solely because of its economic dependence
dependence of the reporting entity or the on the reporting entity or the government of which
government of which it forms part. However, it forms part.
para. 11(d) states that a customer, supplier, Comparison with AASB
franchisor, distributor or general agent with whom . . .
an entity transacts a significant volume of Do not expect differences in practice.
business is not a related party simply because of
the resulting economic dependence.
AASB 24 does not provide explicit guidance Para. 131 related party relationships may arise
1 Therefore, IPSASB has not yet considered any amendments made to IAS 24 since 1994 as part of its approach to
IFRS convergence(seeThe | PSASBG6s Strategy for 20 1@e(Semembver 2085,
page 11).)
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AASB requirement

IPSAS requirement

relating to economic de
creating related party transactions.

through external operating relationships between
the reporting entity and the related party. Such
relationships will often involve a degree of
economic dependency.

Para.14 i economic dependency, together with
other factors, may give rise to significant
influence, and therefore arelated party
relationship. Judgement is required in assessing
the impact of economic dependence on a
relationship. Where the reporting entity is
economically dependent on another entity, the
reporting entity is encouraged to disclose the
existence of that dependency.

Comparison with AASB
Do not expect differences in practice.

AASB124 does not define
use that termin a wa;l that means control or
significant influence.

Para.4i 6oversightdo is defi
of the activities of an entity, with the authority and
responsibility to control, or exercise significant
influence over, the financial and operating
decisions of the entity.

Comparison with AASB

Do not expect differences in practice, despite the
two Standards using different terminology.

Para.9idef inition of or eil a
an entity is related to a reporting entity if the
entity is a post-employment benefit plan for the
benefit of employees of either the reporting entity
or an entity related to the reporting entity. If the
reporting entity is itself such a plan, the
sponsoring employers are also related to the
reporting entity.

Para. 221 participation by a parent or subsidiary
in a defined benefit plan that shares risks
between group entities is a transaction between
related parties (see para. 42 of AASB 119
Employee Benefits).

IPSAS 20 does not explicitly state that an entity is
related to another entity by virtue of being a post-
employment benefit plan. Nor does it explicitly
refer to participation by a controlling entity or a
controlled entity in a defined benefit plan being a
transaction between related parties. However,
paras. 41 and 42 of IPSAS 25 Employee Benefits
specify related party disclosure requirements in
such circumstances.

Comparison with AASB
Do not expect differences in practice.

AASB 124 does not explicitly state that a minister
or government agency holding shares in a public
sector entity that has a corporate structure is a
related party if those shares give them voting
power with significant influence.

Para.17i1t he definition of «
any individuals owning, directly or indirectly, an
interest in the voting power of the reporting entity
that gives them significant influence. The holding

of an interest in the voting power of an entity can
arise when a public sector entity has a corporate
structure, and a minister or government agency
holds shares in the entity.

Comparison with AASB
Do not expect differences in practice.

Para.97idef inition of o6cl os
fami |y ofithasefamily mambds who
may be expected to influence, or be influenced
by, that person in their dealings with the entity
and include:

Para.4idef inition of 6cl os
family of &cdoseralaivevadftteu al «
individual or members o

immediate family who can be expected to
influence, or be influenced by, that individual in
their dealings with the entity.

A that personbdés childre ) .
domestic partner COmparlSOn with AASB
A children of that pers Although the definitions are broadly similar in
partner scope, the reference to
. AASB124, compared with t|
A dependants of that perel at iIRSAS2, could be interpreted as
2 The term 6oversightd i s usCerdolidated Rnancia Statdméniks2n(alvay thatf A ASB

distinguishes oversight from control.
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AASB requirement

IPSAS requirement

spouse or domestic partner.

suggesting the IPSAS 20 definition is broader.
Therefore, there could be differences in practice.

Para. Aus9.1idef i nition of a

A aperson who is a director under the
Corporations Act; and

A inthe case of entities governed by bodies
not called a board of directors, a person
who, regardless of the name that is given to
the position, is appointed to the position of
member of the governing body, council,
commission or authority.

IPSAS 2 0
the term.

Comparison with AASB
Do not expect differences in practice.

does not define 6

AASB 124 does not provide explicit guidance on
determining whether a key advisor meets the
definition of o6key mana
However, para. IG3 requires entities to consider
the facts and circumstances in assessing whether
a person is a member of the key management
personnel.

Para. 71 judgement is required in assessing
whether an individual is a key advisor, and
whether that advisor satisfies the definition of key
management personnel, or is a related party.
Comparison with AASB

Do not expect differences in practice.

Disclosure
and
Presentation

Para.137i f neither the ent
ultimate controlling party produces consolidated
financial statements available for public use, the
name of the next most senior parent that does so
shall be disclosed.

IPSAS 20 does not specify disclosure of the name
of the next most senior controlling entity that
produces consolidated reports for public use
where neither the entit?’
ultimate controlling party produces consolidated
financial statements for public use.

Comparison with AASB

Expect a greater level of disclosure under
AASB 124 than IPSAS 20.

Para. Aus13.1i when any of the parent entities
and/or ultimate controlling parties named in
accordance with para. 13 is incorporated or
otherwise constituted outside Australia, an entity
shall:

A identify which of those entities is
incorporated overseas and where

A disclose the name of the ultimate controlling
entity incorporated within Australia.

IPSAS 20 does not address the situation of
overseas controlling entities and/or ultimate
controlling parties.

Comparison with AASB

This could give rise to differences in practice as a
consequence of the requirements in IPSAS 20 not
being affected by national borders.

Para. 15171 the requirement to disclose related
party relationships between a parent and its
subsidiaries is in addition to the disclosure
requirements in AASB 127 Separate Financial
Statements and AASB 12 Disclosure of Interests
in Other Entities.

IPSAS 20 does not mention the relationship
between its disclosure requirements and those in
IPSAS 34 Separate Financial Statements and
IPSAS 38 Disclosure of Interests in Other Entities.

Comparison with AASB.

Do not expect differences in practice (see also the
separate comparisons of AASB 127 and
IPSAS 34; and AASB 12 and IPSAS 38.

Para. 171 an entity shall disclose key
management personnel compensation in total
and for each of the following categories:

A short-term employee benefits
post-employment benefits
other long-term benefits

termination benefits

v > > D>

share-based payment.
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Para. 34(a) i an entity shall disclose the
aggregate remuneration of key management
personnel and the number of individuals,
determined on a full-time equivalent basis,
receiving remuneration within this category,
showing separately major classes of key
management personnel and including a
description of each class.

Para. 34(b) i an entity shall disclose the total
amount of all other remuneration and
compensation provided to key management
personnel, and close members of the family of
key management personnel, during the reporting
period, showing separately the aggregate
amounts provided to:

A key management personnel; and

A close members of the family of key

AASB 124 and IPSAS 20



AASB requirement

IPSAS requirement

management personnel.

Para. 37 i remuneration of key management
personnel can include a variety of direct and
indirect benefits. Where the cost of these benefits
is determinable, that cost will be included in the
aggregate remuneration disclosed. Where the
cost of these benefits is not determinable, a best
estimate of the cost to the reporting entity or
entities will be made and included in the
aggregate remuneration disclosed.

Para. 381 when non-monetary remuneration that
is able to be reliably measured has been included
in the aggregate amount of remuneration of key
management personnel disclosed for the period,
disclosure would also be made of the basis of
measurement of the non-monetary remuneration.

Comparison with AASB

There are significant differences. In contrast to
AASB 124, IPSAS 20:

A does not require disclosure of a breakdown
of the different categories of key
management personnel compensation

A requires disclosure of the number of key
management personnel, and separate
aggregates of key management personnel
remuneration (that is for services provided in
the capacity of an employee of the entity)
and other remuneration or compensation.
IPSAS 20 also requires disclosure of a
further breakdown of the latter category
between key management personnel and
close family members of key management
personnel (AASB 124 does not require
disclosure of compensation of close family
members of key management personnel).
Furthermore, IPSAS 20 requires disclosure
of the basis of measurement of any non-
monetary remuneration of key management
personnel that is included in the aggregate.

Para. 17A 1 if an entity obtains key management
personnel services from
the entity is not required to apply the

requirements in para. 17 to the compensation

paid or payable by the management entity to the
management ent $drgirécsors.e mp
(See also para. IG7 of AASB 124).

IPSAS 20 does not explicitly address the situation
when an entity obtains key management
personnel services from a management entity.

Comparison with AASB

There could be significant differences in practice
because AASB 124 gives relief where a treasury
acts as a management entity for a not-for-profit
public sector entity.

Para. 18A 1 amounts incurred by the entity for
the provision of key management personnel
services that are provided by a separate
management entity shall be disclosed. (See also
para. IG8 of AASB 124, which clarifies that no
such disclosure is required where an entity is not
obligated to reimburse the management entity for
key management personnel services it has
obtained).

IPSAS 20 does not require disclosure of amounts
provided to a separate management entity for the
provision of key management personnel services.

Comparison with AASB
Expect differences in practice.

Para. 1871 if an entity has had related party
transactions during the period, it shall disclose
the nature of the related party relationship as well
as information about those transactions and
outstanding balances necessary for users to
understand the potential effect of the relationship
on the financial statements. At a minimum,

disclosures include:
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Para. 271 if an entity has had related party
transactions, other than transactions that would
occur within a normal supplier or client/recipient
relationship on terms and conditions no more or
less favourable than those which it is reasonable

to expect the entity would have adopted if dealing
with that individual or entityat ar mdés | e
same circumstances, it shall disclose:

AASB 124 and IPSAS 20



AASB requirement

IPSAS requirement

A the amount of the transactions

A the amount of outstanding balances, and

o their terms and conditions, including
whether they are secured, and the
nature of the consideration to be
provided in settlement; and

0 details of any guarantees given or
received

A provisions for doubtful debts related to the
amount of outstanding balances

A the expense recognised during the period in
respect of bad or doubtful debts due from
related parties.

Para. IG11 i many entities in the not-for-profit
public sector are likely to engage frequently with
persons who are arelated party in the normal
course of business on terms and conditions no
different to those applying to the general public.
Such an entity may determine that information
about related party transactions occurring during
the course of delivering its public service
objectives and which occur on no different terms
to that of the general public is not material for
disclosure.?

A the nature of the related party relationships
A the types of transactions that have occurred

A the elements of the transactions necessary to
clarify the significance of these transactions
to its operations and sufficient to enable the
financial statements to provide relevant and
reliable information for decision making and
accountability purposes.

Para. 30(c) i an entity is required to disclose how
the broad terms and conditions of transactions
with related parties differ from those normally
associated with similar transactions with unrelated
parties.

Comparison with AASB

Could result in differences in practice in relation to
disclosing related party transactions. IPSAS 20
has more explicit disclosure requirements when
terms and conditions differ from normal (see also
the discussion of paras. 25 and 26 of AASB 124
below).

Para.19 1 disclosures required by para. 18 are to
be made separately for each of the following
categories:

the parent;

> >

entities with joint control of, or significant
influence over, the entity;

subsidiaries;

associates; and

v > >

joint ventures in which the entity is a joint
venturer.

Para. 207 the classification of amounts payable
to, and receivable from, related parties in the
different categories as required in para. 19 is an
extension of the disclosure requirement in

AASB 101 Presentation of Financial Statements
for information to be presented either in the
statement of financial position or in the notes.
The categories are extended to provide a more
comprehensive analysis of related party balances
and apply to related party transactions.

Para. 241 some IPSASs require disclosure of
transactions with related parties. For example,
IPSAS 1 Presentation of Financial Statements
requires disclosure of amounts payable to and
receivable from controlling entities, fellow
controlled entities, associates and other related
parties.

Comparison with AASB
There could be differences in practice.

Para 21(g) i atransfer under a finance
arrangement (including a loan) is a transaction
that is disclosed if it is with a related party. (See
also the disclosure requirements in para. 18
noted above).

Para. 34(c) i an entity shall disclose in respect of
loans that are not widely available to persons who
are not key management personnel and loans
whose availability is not widely known by
members of the public, for each individual
member of key management personnel and each
close member of the family of key management
personnel:

TheAASBO&s Tent at i ve MAtgridity of ey Managersent ®ersonnel Related Party Transactions for

Public Sector Entities, addressing the issue of whether a transaction with a key management personnel related party

that is not part of a public service provider/taxpayer relationship is always material, even if on normal terms and
conditions, was issued on 21 December 2016 for comment by 8
that such transactions should not be automatically presumed to be material by nature. At its March 2017 meeting, the

AASB decided to finalise the Agenda Decision with some amendments but retaining the main conclusion.
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AASB requirement

IPSAS requirement

A the amount of loans advanced during the
period and terms and conditions thereof

the amount of loans repaid during the period

A

A the amount of the closing balance of all loans
and receivables

A

where the individual is not a director or
member of the governing body or senior
management group of the entity, the
relationship of the individual to such body or
group.
Para. 391 the disclosure required by para. 34(c)
is required for accountability purposes. The
exercise of judgement may be necessary in
determining which loans should be disclosed to
satisfy the requirements of IPSAS 20. That
judgement should be exercised after
consideration of the relevant facts, and in a
manner consistent with the achievement of the
objectives of financial reporting.

Comparison with AASB

There could be significant differences in practice
because IPSAS 20 has more explicit disclosure
requirements relating to loans to each individual
key management personnel and each of their
close family members that are not widely
available to persons who are not key
management personnel and loans whose
availability is not widely known by members of the
public. However, such loans are unlikely to arise
in an Australian not-for-profit public sector
context.

Para. 2171 the following are examples of
transactions that are disclosed if they are with a
related party:

(g) transfers under finance arrangements
(including loans and equity contributions in
cash or in kind)

(i) commitments to do something if a particular
event occurs or does not occur in the future,
including executory contracts (recognised
and unrecognised)

() settlement of liabilities on behalf of the entity
or by the entity on behalf of that related

party.

Para 28 i the following are examples of situations
where related party transactions may lead to
disclosures by a reporting entity:

(d) agency arrangements

(h) finance (including loans, capital contributions,
grants whether in cash or in kind, and other
financial support, including cost-sharing
arrangements).

Comparison with AASB

There could be differences in practice, although

both Standards merely provide a non-exhaustive
list of examples.

Para. 251 a reporting entity is exempt from the
disclosure requirements of para. 18 in relation to
related party transactions and outstanding
balances, including commitments, with:

A agovernment that has control or joint control
of, or significant influence over, the reporting
entity; and

A another entity that is a related party because
the same government has control or joint
control of, or significant influence over, both
the reporting entity and the other entity.

See also para. 1IG13, which clarifies the
application of para. 25 to a not-for-profit public
sector entity.

Para. 26 1 if a reporting entity applies the
exemption in para. 25, it shall disclose the
following about the transactions and related
outstanding balances referred to in para. 25:

A the name of the government and the nature
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IPSAS 20 does not provide an exemption for
government-related entities from the requirements
to disclose related party transactions in
accordance with para. 27 i although, as noted
above, para. 27 already excludes related party
transactions that are on normal terms and
conditions.

Comparison with AASB

This would give rise to significant differences in
disclosures.
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AASB requirement

IPSAS requirement

of its relationship with the reporting entity (ie
control, joint control or significant influence)

A the following information in sufficient detail to
enabl e users of the
statements to understand the effect of
related party transactions on its financial
statements:

o the nature and amount of each
individually significant transaction; and

o for other transactions that are
collectively, but not individually,
significant, a qualitative or quantitative
indication of their extent. Types of
transactions include those listed in
para. 21.

Para. 27 1 in using its judgement to determine
the level of detail to be disclosed in accordance
with the requirements in para. 26(b), the reporting
entity shall consider the closeness of the related
party relationship and other factors relevant in
establishing the level of significance of the
transaction such as whether it is:

1 significant in terms of size
A carried out on non-market terms

A outside normal day-to-day business
operations, such as the purchase and sale of
businesses

A disclosed to regulatory or supervisory
authorities

A reported to senior management

A subject to shareholder approval.

e

Other

AASB 124 includes implementation guidance for
not-for-profit public sector entities in relation to
identifying key management personnel, key
management personnel compensation, related
party transactions and government-related
entities.

IPSAS 20 includes requirements and guidance
within the body of the Standard; and provides
limited implementation guidance, by way of
example disclosures, which accompanies but is
not part of IPSAS 20.

Comparison with AASB

In contrast to AASB 124, IPSAS 20 provides an
illustrative set of disclosures. The AASB 124
Implementation Guidance reflects the fact that,
unlike the IPSAS 20, much of the text of the body
of AASB 124 and lllustrative Examples is
expressed from the perspective of for-profit
entities. Therefore, the AASB 124 Implementation
Guidance explains and illustrates the principles
being applied to not-for-profit public sector
entities, particularly where a for-profit perspective
does not readily translate to a not-for-profit public
sector perspective. Accordingly, it is not expected
that, of itself, the Guidance would give rise to
significant differences in practice.

Overall comment: despite there being a number of substantive differences between AASB 124 (which was extended
to not-for-profit public sector entities in March 2015) and IPSAS 20 (which was issued in October 2002), they do not
provide a basis for making improvements to AASB 124 given how recently AASB 124 was developed relative to

IPSAS 20.

Back to Table 2
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Separate Financial Statements 1

AASB 127

Relevant pronouncements:

A AASB 127 Separate Financial Statement, based on IAS 27

A IPSAS 34 Separate Financial Statement, based on IAS 27 including amendments up to 31 December 2014*

AASB Aus paragraphs: pertinent not-for-profit specific paragraph Aus16.1 is included in AASB 127.

AASB requirement . IPSAS requirement
Scope Consistent
Defined terms | Consistent, insofar as they are specific to the topic of separate financial statements. Any substantive
differences in terms used in both Standards but defined in other Standards are identified in the
comparisons of those other Standards. Substantive differences in any general terms and their
definitions in both Standards are identified in the Comparison of Definitions of General Terms at the
end of this Appendix.
Recognition Para. 107 when an entity prepares separate Para. 121 when an entity prepares separate
and financial statements, it shall account for financial statements, it shall account for similar
Measurement  investments in subsidiaries, joint ventures and investments in controlled entities, joint ventures
associates either: and associates either:
A at cost; A atcost;
A in accordance with AASB 9 Financial A in accordance with IPSAS 29 Financial
Instruments; or Instruments: Recognition and
A using the equity method as described in . Measurement; or
AASB 128 Investments in Associates and A using the equity method as described in
Joint Ventures. IPSAS 36 Investments in Associates and
Joint Ventures.
Comparison with AASB
Do not expect differences in practice, except to
the extent AASB 9 differs from IPSAS 29, and
AASB 128 differs from IPSAS 36. (For further
analysis, see the separate comparisons of
AASB 9 and IPSAS 29; and AASB 128 and
IPSAS 36.)
A parent entity that is not itself an investment Para.14 7 if a controlling entity that is not itself
entity is required to measure its investment in its an investment entity is required, in accordance
investment entity subsidiary in accordance with with IPSAS 35 Consolidated Financial
para. 10 of AASB 127 as a separate standalone Statements, to measure the investments of a
investment. controlled investment entity at fair value through
surplus or deficit in accordance with IPSAS 29
and consolidate the other assets and liabilities
and revenue and expenses of the controlled
investment entity in accordance with IPSAS 35,
it shall also account for that investment in the
controlled investment entity in the same way in
its separate financial statements.
Comparison with AASB
Expect significant differences in accounting for
controlled investment entities in the separate
financial statements of parent entities that are
not themselves investment entities as there is a
fundamental difference in approach with
1 Therefore, IPSASB has not yet considered any amendments made to IAS 27 since December 2014 as part of its
approach to IFRS convergence (seeThe | PSASBO&s St rravare gepding through2Change F o
(September 2015, page 11).)
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AASB requirement

IPSAS requirement

IPSAS reflecting the consolidation approach in
the separate financial statements, and

AASB treating the investment as a standalone
investment.

Disclosure

Para. Aus16.1 i when a parent entity elects not
to prepare consolidated financial statements in
accordance with AASB 10 and instead prepares
separate financial statements, it shall disclose in
those separate financial statements the
disclosures specified in para. 16, being, in
summary:

A details about the financial statements

A alist of significant investments in controlled
entities, joint ventures and associates

A a description of the method used to account
for the controlled entities, joint ventures and
associates.

Para. 207 when a parent entity elects not to
prepare consolidated financial statements in
accordance with IPSAS 35 and instead
prepares separate financial statements, it shall
disclose in those separate financial statements:

A details about the financial statements

A alist of significant investments in
controlled entities, joint ventures and
associates

A a description of the method used to
account for the controlled entities, joint
ventures and associates.

Comparison with AASB
The disclosure requirements are consistent.

AASB 127 does not require a controlling entity
that is not itself an investment entity to disclose
that it is required to account for the investments
of a controlled investment entity differently from
the other assets and liabilities and income and
expenses of that controlled investment entity.
This is because a parent entity that is not itself an
investment entity is required to measure its
investment in its investment entity subsidiary in
accordance with para. 10 of AASB 127, rather
than treat the underlying assets and liabilities and
income and expenses differently.

Para. 221 if a controlling entity that is not itself
an investment entity is required to measure the
investments of a controlled investment entity at
fair value through surplus or deficit in
accordance with IPSAS 29 and consolidate the
other assets and liabilities and revenue and
expenses of the controlled investment entity in
accordance with IPSAS 35, it shall disclose that
fact.

Comparison with AASB

Would result in more disclosures under

IPSAS 34, but that is merely a consequence of
the difference relating to para. 14 of IPSAS 34
noted in the Recognition and Measurement
section above.

Overall comment: the identified differences are a consequence of differences between other AASBs and IPSASs and
therefore, of themselves, do not provide a basis for the AASB to consider amending AASB requirements to align with
IPSAS 34 for the not-for-profit sector.

Back to Table 2
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Investments in Assoclates and Joint
Ventures 1 AASB 128

Relevant pronouncements:

A AASB 128 Investments in Associates and Joint Ventures (based on IAS 28) and related parts of Interpretation 5
Rights to Interests arising from Decommissioning, Restoration and Environmental Rehabilitation Funds (based on

IFRIC 5)

A IPSAS 36 Investments in Associates and Joint Ventures, based on IAS 28 including amendments up to 31
December 2014*

AASB Aus paragraphs: the following pertinent not-for-profit specific paragraphs are included in AASB 128: Aus10.1,
Aus17.1 and Ausl17.2.

AASB requirement IPSAS requirement
Scope Para. 2 7 AASB 128 shall be applied by all Para. 37 IPSAS 36 shall be applied by all entities

entities that are investors with joint control of, | that are investors with significant influence over, or

or significant influence over, an investee. joint control of, an investee where the investment
leads to the holding of a quantifiable ownership
interest.
Para. 4 7 quantifiable ownership interest includes
ownership interests arising from investments in the
formal equity structure of another entity.
Quantifiable ownership interests may also include
ownership interests arising from other investments
inwhich the entityds owners
measured reliably.
Comparison with AASB
There could be differences in practice because
AASB 128 appears to have a broader notion of
investments in associates or joint ventures that is
within its scope, by virtue of not restricting such
investments to those with quantifiable ownership
interests.

AASB 128 does not explicitly refer to the Para. 57 some contributions made by public

possibility that &i nv ¢ sectorentities may be referred to as an

necessarily give rise to ownership interests. i nvest ment 6, but may no

However, Interpretation 1038 Contributions interest.

by Owners Made to Wholly-Owned Public Para. 7 of IPSAS 1 Presentation of Financial

Sector Entities does e_xphcntly acknowledge Statementsd ef i nes 6contribut i

that possibility. In particular, para. 11 of future economic benefits or service potential that

Interpretation 1038 requires that if a_ltr_ansfer has been contributed to the entity by parties

to awholly-owned public sector entity is external to the entity, other than those that result

classified by the transferee as a contribution in liabilities of the entity, that establish a financial

by owners, and the transferor is the interest in the net assets/equity of the entity,

transfereeds control |l i wnich:

another entity controlled directly or indirectly .

by that government, that transferor classifies A conveys entitlement both to (i) distributions of

the transfer as the acquisition of an future economic benefits or service potential

ownership interest in the transferee, if the by the entity during its life, such distributions

transferor makes the transfer to an investee. being at the discretion of the owners or their

(And para. 7 of Interpretation 1038 specifies representatives, and to (ii) distributions of any

the circumstances in which a transferee excess of assets over liabilities in the event of

recognises a transfer as a contribution by the entity being wound up; and/or

owners, which is when the transfer satisfies A can be sold, exchanged, transferred, or

the definitiomy obwidermns

1 Therefore, IPSASB has not yet considered any amendments made to IFRS 7 since December 2014 as part of its

approach to IFRS convergence (seeThe | PSASBdés Strategy for 2015 Forward:
(September 2015, page 11).)
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AASB requirement

IPSAS requirement

Appendix A of AASB 1004 Contributions,
being: future economic benefits that have
been contributed to the entity by parties
external to the entity, other than those which
result in liabilities of the entity, that give rise
to a financial interest in the net assets of the
entity which:

A conveys entitlement both to distributions
of future economic benefits by the entity
during its life, such distributions being at
the discretion of the ownership group or
its representatives, and to distributions of
any excess of assets over liabilities in
the event of the entity being wound up;
and/or

A can be sold, transferred or redeemed.

Interpretation 1038, para. 8 i regardless of
the other features or conditions of a transfer,
the transfer is a contribution by owners
where its equity nature is evidenced by any
of the following:

A the issuance, in relation to the transfer,
of equity instruments which can be sold,

transferred or redeemed

a formal agreement, in relation to the
transfer, establishing a financial interest
in the net assets of the transferee which
can be sold, transferred or redeemed

formal designation of the transfer (or a
class of such transfers) by the transferor

or a parent of the transferor as forming
part of the transfer
equity, either before the transfer occurs

or at the time of the transfer.)

redeemed.
Comparison with AASB

There could be significant differences in practice.
This is because, although the definitions of

6contri buti onAASBhH@O4andner s

6contributi
ostensibly the same, the additional requirements
in Interpretation 1038 render the scope of the
definition narrower in practice under AASB 128
compared with IPSAS16s definiti

When the differences that could arise from the
differences between para. 2 of AASB 128 and
paras. 3 and 4 of IPSAS 36 (discussed above i

on dPSASloame owne

on

where AASB 128 has a relatively broader notion of

investments in associates and joint ventures) are
considered together with the differences between
AASB10046s 6contributi
IPSAS16s 6contributions
here i where AASB has a relatively narrower

ons

fr

notion of contributions by owners), the effect of the

combined differences might be less than would
otherwise be expected.

Interpretation 5, para. 8 i if a contributor to a
decommissioning fund determines that it has
control or joint control of, or significant
influence over, the fund by reference to
AASB 10 Consolidated Financial
Statements, AASB 11 Joint Arrangements
and AASB 128, it shall account for its
interest in the fund in accordance with those
Standards.

No explicit guidance on accounting for interests in
decommissioning funds.

Comparison with AASB

Do not expect differences in practice because
para. 8 of Interpretation 5 merely codifies what
would be expected in practice.®

AASB 128 and IPSAS

Defined Consistent, insofar as they are specific to the topic of investments in associates and joint ventures.
terms Any substantive differences in terms used in both Standards but defined in other Standards are
identified in the comparisons of those other Standards. Substantive differences in any general
terms and their definitions in both Standards are identified in the Comparison of Definitions of
General Terms at the end of this Appendix.
Recognition Para. Aus10.1 i not-for-profit entities shall Para. 16 1 on initial recognition the investment in
and initially measure the cost of an investment in an associate or a joint venture is recognised at
Measurement | an associate or joint venture at fair value in cost.
accordance with AASB 13 Fair Value IPSAS 23 Revenue from Non-Exchange
Measurement where the consideration for Transactions (Taxes and Transfers), para. 42 i an
the investment is significantly less than fair asset acquired through a non-exchange
value principally to enable the entity to transaction shall initially be measured at its fair
further its objectives. AASB 1058 Income of value as at the date of acquisition.
2 Furthermore, the O6owner shi p c €onteptuabFiameéwork is significanflyibnoader thann
the definition in AASBs.
3 Para. BC2of IFRIC 5 st at es AOn the issue of whether the fund
concluded that the nor mal requirements ¢é apply and th
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AASB requirement

IPSAS requirement

Not-for-Profit Entities addresses the
recognition of related amounts.

Comparison with AASB

There could be differences in practice i see the

separate high-level comparison of AASB 1058 and

IPSAS 23.

Para. Ausl7.17 an entity that meets the
criteria in paras. 17(a)-(c) need not apply the
equity method in accounting for an interest in
an associate or joint venture if its ultimate or
any intermediate parent produces financial
statements that are available for public use
in which subsidiaries are consolidated or are
measured at fair value through profit or loss
in accordance with AASB 10 and:

A the investor or the joint venturer and its
ultimate or intermediate parent are:

0  both not-for-profit entities complying
with AASBS; or

0  both entities complying with AASBs
T Reduced Disclosure
Requirements; or

A the investor or the joint venturer is an
entity complying with AASBs i Reduced
Disclosure Requirements and its ultimate
or intermediate parent is a not-for-profit
entity complying with AASBs.

Para. 17(a) i one of the criteria an investor
in an associate or joint venture must satisfy
to meet the exemption from applying the
equity method is that it is a wholly-owned
subsidiary, or is a partially-owned subsidiary
of another entity and its other owners,
including those not otherwise entitled to vote,
have been informed about, and do not object
to, the entity not applying the equity method.

Para. 231 an entity that meets the criteria in

para. 23(a)-(d) need not apply the equity method
to its investment in an associate or a joint venture

if the entity is a controlling entity that is exempt

from preparing consolidated financial statements

by the scope exemption in para. 5 of IPSAS 35
Consolidated Financial Statements.

Para. 23(a) i one of the criteria an investor in an

associate or joint venture must satisfy to meet the
exemption from applying the equity method is that

it is itself a controlled entity and the information

needs of users are met

b

consolidated financial statements, and, in the case

of a partially owned entity, all its other owners,

including those not otherwise entitled to vote, have

been informed about, and do not object to, the
entity not applying the equity method.
Comparison with AASB

The respective reliefs from the requirement to
apply the equity method are fundamentally the
same. The differences reflect the jurisdiction
specific factors relevant for AASB and IPSASB.

Accordingly, do not expect differences in practice,

except to the extent para. 17(a) of AASB 128

provides greater relief from the equity method than

para. 23(a) of IPSAS 36, by virtue of AASB 128

allowing the exemption on the presumption that an
entityds parentds consol
satisfy the needs of the

contrast, IPSAS 36 requires judgement as to

whet her a controlling en
statements would satisfy the needs of the
controlled entityds user

Para. Aus17.2 i an ultimate Australian entity
with joint control over, or significant influence
over, an investee shall apply the equity
method in accounting for interests in
associates and joint ventures when either
the entity or the group is a reporting entity, or
both the entity and the group are reporting
entities, except if the ultimate Australian
parent is required, in accordance with
paragraph 31 of AASB 10, to measure all of
its subsidiaries at fair value through profit or
loss.

IPSAS 36 does not address the situation of an
ultimate national entity.

Comparison with AASB
This would result in differences in practice as,

under AASB 128, an ultimate Australian entity with

joint control or significant influence that is not an
investment entity would be required to apply the

equity method irrespective of the accounting

adopted by its overseas ultimate or intermediate

parent.

Paras. 20-21 1 any retained portion of an
investment in an associate or joint venture
that has not been classified as held for sale
shall be accounted for using the equity
method until disposal of the portion that is
classified as held for sale takes place.

IPSAS 36 does not distinguish between

investments in associates or joint ventures that are

or are not held for sale.
Comparison with AASB

current Assets Held for Sale and Discontinued

This would give rise to differences in practice once
an investment meets the criteria in AASB 5 Non-

Operations to be classified as held for sale. This is

because there is no IPSAS that corresponds to

AASB 5 (see the separate high-level comparison

of AASB 5 and IPSASS).

Para. 221 an entity shall discontinue the use
of the equity method from the date when its
investment ceases to be an associate or a
joint venture as follows:

A If the investment becomes a subsidiary,

Para. 26 1 an entity shall discontinue the use of

100

the equity method from the date when its
investment ceases to be an associate or a joint
venture as follows:

A

If the investment becomes a controlled entity,

AASB 128 and IPSAS 36



AASB requirement

IPSAS requirement

the entity shall account for its investment
in accordance with AASB 3 Business
Combinations and AASB 10
Consolidated Financial Statements.

A If the retained interest in the former

associate or joint venture is a financial
asset, the entity shall measure the
retained interest at fair value. The fair
value of the retained interest shall be
regarded as its fair value on initial
recognition as a financial asset in
accordance with AASB 9 Financial
Instruments. The entity shall recognise in
profit or loss any difference between:

0 the fair value of any retained
interest and any proceeds from
disposing of a part interest in the
associate or joint venture; and

o the carrying amount of the

investment at the date the equity
method was discontinued.

the entity shall account for its investment in
accordance with IPSAS 40 Public Sector
Combinations and IPSAS 35 Consolidated
Financial Statements.

A If the retained interest in the former associate
or joint venture is a financial asset, the entity
shall measure the retained interest at fair
value. The fair value of the retained interest
shall be regarded as its fair value on initial
recognition as a financial asset in accordance
with IPSAS 29 Financial Instruments:
Recognition and Measurement. If an entity is
precluded by IPSAS 29, paras. AG113
and AG114 from measuring the retained
interest at fair value, the entity shall measure
the retained interest at the carrying amount of
the investment at the date that it ceases to be
an associate or joint venture and that carrying
amount shall be regarded as its cost on initial
recognition as a financial asset in accordance
with IPSAS 29. The entity shall recognise in
surplus or deficit any difference between:

o the fair value (or, where relevant, the
carrying amount) of any retained interest
and any proceeds from disposing of a
part interest in the associate or joint
venture; and

0 the carrying amount of the investment at
the date the equity method was
discontinued.

Comparison with AASB

This could give rise to differences in practice
because AASB 128 requires the retained interest
that is a financial asset to be measured at fair
value, which is not necessarily so under

IPSAS 36. (See also the separate comparisons of
AASB 3 and IPSAS 40; and AASB 9 and

IPSAS 29.)

Para. 347 When, in accordance with

para. 33, the financial statements of an
associate or a joint venture used in applying
the equity method are prepared as of a date
different from that used by the entity,
adjustments shall be made for the effects of
significant transactions or events that occur
bet ween that date and
financial statements. In any case, the
difference between the end of the reporting
period of the associate or joint venture and
that of the entity shall be no more than three
months. The length of the reporting periods
and any difference between the ends of the
reporting periods shall be the same from
period to period.

Para. 36 1 the most recent available financial
statements of the associate or joint venture are
used by the entity in applying the equity method.
When the end of the reporting period of the entity
is different from that of an associate or a joint
venture the entity either:

A obtains, for the purpose of applying the equity
method, additional financial information as of
the same date as the financial statements of
the entity; or

A uses the most recent financial statements of
the associate or joint venture adjusted for the
effects of significant transactions or events
that occur between the date of those financial
statements and the dat
financial statements.

Comparison with AASB

This could give rise to differences in practice,
although they are not expected to be significant.

Para. 36A i notwithstanding the requirement
in para. 36, if an entity that is not itself an
investment entity has an interest in an
associate or joint venture that is an
investment entity, the entity may, when
applying the equity method, retain the fair
value measurement applied by that
investment entity associate or joint venture
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Para. 391 notwithstanding the requirements in
paragraph 38, if an entity has an interest in an
associate or a joint venture that is an investment
entity, the entity shall, when applying the equity
method, retain the fair value measurement applied
by that investment entity associate or joint venture
to its interest in controlled entities.

Comparison with AASB

AASB 128 and IPSAS 36



~~~~~~~~~~~~~~~~~~~~~~ AASB requirement IPSAS requirement

to the investment ent | Thiscould give riseto significant differences,
ventureds interests i althoughthe effect of AASB 1049 Whole of
Government and General Government Sector
Financial Reporting limiting options in AASBs that
align with GFS might limit the significance of any
differences for certain not-for-profit public sector
entities. This is because the approach under
IPSAS 36 (which is permitted under AASB 128)
would more closely align to GFS principles than
the alternative AASB 128 approach.

Para. 41A 1 the net investment in an Para. 451 whenever application of IPSAS 29
associate or joint venture is impaired and indicates that the investment in an associate or a
impairment losses are incurred if, and only if, joint venture may be impaired, an entity applies
there is objective evidence of impairment as IPSAS 26, Impairment of Cash-Generating Assets,
a result of one or more events that occurred and, possibly, IPSAS 21 Impairment of Non-Cash-
after the initial recognition of the net Generating Assets.

investment (a 6l0ss e} comparisonwith AASB

event (or events) has an impact on the . : =
estima(ted future)cash ﬂowsp;rom the net AASB 128 contains more extensive specific
investment that can be reliably estimated. It g:tlg?tnieA sTQirs?eCﬁ#:)iﬁri:nc:'gffsnscei'stgi;rlfs
may not be possible to identify a single,

Y P y g from IPSASs 21 and 26. (See the separate

discrete event that caused the impairment. ;
Rather the combined effect of several events = comparisons of AASB 136 and IPSASs 21

may have caused the impairment. Losses and 26.)

expected as a result of future events, no

matter how likely, are not recognised.

Objective evidence that the net investment is

impaired includes observable data that

comes to the attention of the entity about the

particular loss events listed in para. 41A.

Paras. 41B and 41B i provide further

guidance on the types of events that do or

do not provide objective evidence of

impairment.

AASB 128 does not explicitly address the Para. 471 IPSAS 21 requires that, if the

impairment of an investment in associate or recoverable service amount of an asset is less

joint venture that is a non-cash generating than its carrying amount, the carrying amount shall

asset. be reduced to its recoverable service amount.
Recoverable service amount is the higher of an
assetodos fair value | ess
use. Value in use of a non-cash-generating asset
is defined as the presen
remaining service potential. The present value of
the remaining service potential may be assessed
using the depreciated replacement cost approach,
the restoration cost approach or the service units
approach, as appropriate.
Comparison with AASB
This will give rise to differences because the
requirements under AASB 136 and IPSAS 21
relating to the impairment of non-cash-generating
assets are different. (See the separate comparison
of AASB 136 and IPSAS 21.)

Presentation Para. 1571 unless an investment, or a portion Para. 217 requires an investment in an associate
of an investment, in an associate or a joint or a joint venture accounted for using the equity
venture is classified as held for sale in method to be classified as a non-current asset.
accordance with AASB 5, the investment, or Comparison with AASB

any retained interest in the investment not
classified as held for sale, shall be classified
as a non-current asset.

This will give rise to differences in practice
because there is no IPSAS that corresponds to
AASB 5 (see the separate high-level comparison
of AASB 5 and IPSASS).

Para.257i f an entityds o\ Paa.28iif an entityds owne

an associate or a joint venture is reduced, associate or a joint venture is reduced, but the

but the investment continues to be classified investment continues to be classified either as an

either as an associate or a joint venture associate or a joint venture respectively, the entity

respectively, the entity shall reclassify to shall transfer directly to accumulated surpluses or
102
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AASB requirement IPSAS requirement

profit or loss the proportion of the gain or deficits the proportion of the gain or loss that had
loss that had previously been recognised in previously been recognised in net assets/equity
other comprehensive income relating to that relating to that reduction in ownership interest if
reduction in ownership interest if that gain or that gain or loss would be required to be

loss would be required to be reclassified to transferred directly to accumulated surpluses or
profit or loss on the disposal of the related deficits on the disposal of the related assets or
assets or liabilities. liabilities.

Comparison with AASB

This will give rise to a difference due to
recognising the gain or loss in profit/loss under
AASB 28, but in accumulated surplus/deficit under
IPSAS 36. Furthermore, IPSASs do not adopt the
concept of @ther comprehensive incomed(see the
separate comparison of AASB101 Presentation of
Financial Statements and IPSAS 1 Presentation of
Financial Statements).

Overall comment:the di fference arising from |IPSAS 366s referen
to be significant in practice. The difference relating to the respective definitions of contributions by/from owners is
discussed in the separate comparison of AASB 1004/AASB 1058/Interpretation 1038 and IPSAS 23. Most of the other
identified substantive differences are consequences of differences between other AASBs and IPSASs. Accordingly, of
themselves, none of the differences provide a basis for the AASB to consider amending AASB 128 to align with

IPSAS 36 for the not-for-profit sector.

Back to Table 2
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Financial Reporting in Hyperinflationary

Economies i AASB 129

Relevant pronouncements:

A AASB 129 Financial Reporting in Hyperinflationary Economies (based on IAS 29) and Interpretation 7 Applying the
Restatement Approach under AASB 129 Financial Reporting in Hyperinflationary Economies (based on IFRIC 7)

A IPSAS 10 Financial Reporting in Hyperinflationary Economies, based on IAS 29 as amended up to May 2008".
AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 129.

AASB requirement

IPSAS requirement

Scope

Consistent

Defined terms

In contrast to IPSAS 10, AASB 129 does not have a separate Definitions section. However, the
meaning of the terms used are consistent, insofar as they are specific to the topic of financial
reporting in hyperinflationary economies. Any substantive differences in terms used in both
Standards but defined in other Standards are identified in the comparisons of those other Standards.
Substantive differences in any general terms and their definitions in both Standards are identified in
the Comparison of Definitions of General Terms at the end of this Appendix.

Measurement
and
presentation

Para. 6 i entities might prepare financial
statements on the historical cost basis, where
some assets and liabilities are measured at fair
value (where the entity is required, or chooses, to
do so) or based on a current cost approach
(reflecting changes in specific prices of assets
held).

IPSAS 10 does not explicitly note that financial
statements might be prepared under different
bases, but nor does it prohibit different bases
from being adopted.

Comparison with AASB

Do not expect significant differences. AASB 129
was written in the context of AASBs allowing
current cost accounting. However, present
AASBs specify historical cost accounting
modified by AASBs. Accordingly, current cost
accounting is not required or permitted as the
primary financial statements.

Paras. 29-31 1 provide guidance for entities that
prepare financial statements based on a current
cost approach:

Para. 291 items stated at current cost are not
restated because they are already expressed in
terms of the measuring unit current at the end of
the reporting period. Other items in the statement
of financial position are restated in accordance
with the requirements for financial statements
prepared on the historical cost basis.

Para. 301 the current cost statement of
comprehensive income, before restatement,
generally reports costs current at the time at
which the underlying transactions or events
occurred. Cost of sales and depreciation are
recorded at current costs at the time of
consumption; sales and other expenses are
recorded at their money amounts when they
occurred. Therefore all amounts need to be
restated into the measuring unit current at the
end of the reporting period by applying a general
price index.

Para. 3171 the gain or loss on the net monetary

IPSAS 10 does not provide explicit guidance for
entities that prepare financial statements
prepared on a current cost basis.

Comparison with AASB

There could be differences in practice where
current cost is provided.

1 Therefore, IPSASB has not yet considered any amendments made to IAS 29 since May 2008 as part of its approach

to IFRS convergence (see T h e

| PSASBO&s

page 11).)
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AASB requirement

IPSAS requirement

position is accounted for in accordance with the
requirements for the recognition and
measurement of the gain or loss on the net
monetary position in financial statements
prepared on the historical cost basis.

Para. 321 the restatement of financial statements
in accordance with AASB 129 may give rise to
differences between the carrying amount of
individual assets and liabilities in the statement of
financial position and their tax bases. These
differences are accounted for in accordance with
AASB 112 Income Taxes.

IPSAS 10 does not provide explicit guidance on
the effect of hyperinflation on the differences
between carrying amounts and tax bases and
how those effects should be accounted for.

Comparison with AASB

There is no IPSAS that corresponds to

AASB 112. There could be differences in
practice, but only to the extent not-for-profit
public sector entities are subject to income tax
or income tax equivalents (which is not
expected to be common). (See also the high-
level comparison of AASB 112 and IPSASs.)

Interpretation 7, para. 4 i at the end of the
reporting period, deferred tax items are
recognised and measured in accordance with
AASB 112. However, the deferred tax figures in
the opening statement of financial position for the
reporting period shall be determined as follows:

A the entity remeasures the deferred tax items
in accordance with AASB 112 after it has
restated the nominal carrying amounts of its
non-monetary items at the date of the
opening statement of financial position of the
reporting period by applying the measuring
unit at that date

A the deferred tax items remeasured in
accordance with the previous dot point are
restated for the change in the measuring unit
from the date of the opening statement of
financial position of the reporting period to
the end of that reporting period.

The entity applies the approach above in
restating the deferred tax items in the opening
statement of financial position of any comparative
periods presented in the restated financial
statements for the reporting period in which the
entity applies AASB 129.

IPSAS 10 does not provide explicit guidance on
how an entity should account for opening
deferred tax items in its restated financial
statements.

Comparison with AASB

As noted in the discussion of para. 32 of
AASB 129 above, there is no IPSAS that
corresponds to AASB 112 (and therefore, nor
Interpretation 7). There could be differences in
practice, but only to the extent not-for-profit
public sector entities are subject to income tax
or income tax equivalents (which is not
expected to be common). (See also the high-
level comparison on AASB 12 and IPSASs.)

AASB 129 does not refer to budgetary
information included in financial statements
prepared under hyperinflationary economic
conditions (and nor does AASB 1055 Budgetary
Reporting).
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Para. 101 budgetary information included in
financial statements should be restated in
accordance with IPSAS 10.

Comparison with AASB

This could give rise to significant differences in
budgetary information. However, no practical
effect is expected, given AASB 129 and

AASB 1055 were adopted within an Australian
context at a time when hyperinflation did not
exist, was not expected to arise and has not
emerged since. If Australia were to become a
hyperinflationary economy, the requirements
relating to budgetary reporting would need to be
reconsidered. (See also the separate
comparison of AASB 1055 and IPSAS 24
Presentation of Budget Information in Financial
Statements.)

AASB 129 and IPSAS 10



AASB requirement

IPSAS requirement

Interpretation 7, para. 3 7 in the reporting period
in which an entity identifies the existence of
hyperinflation in the economy of its functional
currency, not having been hyperinflationary in the
prior period, the entity shall apply the
requirements of AASB 129 as if the economy had
always been hyperinflationary. Therefore, in
relation to non-monetary items measured at
historical <cost, the en
financial position at the beginning of the earliest
period presented shall be restated to reflect the
effect of inflation from the date the assets were
acquired and the liabilities were incurred or
assumed until the end of the reporting period. For
non-monetary items carried in the opening
statement of financial position at amounts current
at dates other than those of acquisition or
incurrence, that restatement shall reflect instead
the effect of inflation from the dates those
carrying amounts were determined until the end
of the reporting period.

Interpretation 7, para. 51 after an entity has
restated its financial statements, all
corresponding figures in the financial statements
for a subsequent reporting period, including
deferred tax items, are restated by applying the
change in the measuring unit for that subsequent
reporting period only to the restated financial
statements for the previous reporting period.

IPSAS 10 does not address the accounting to
be adopted in circumstances when
hyperinflation exists in a period that follows a
period when hyperinflation did not exist.

Comparison with AASB

There could be significant differences in
practice.

Disclosure

Para. 391 requires an entity to disclose whether
the financial statements are based on an
historical cost approach or a current cost
approach.

IPSAS 10 does not specify a requirement to
disclose whether the financial statements are
based on an historical cost approach or a
current cost approach.

Comparison with AASB

This could give rise to different disclosures in
practice. In Australia the statutory requirements
are for historical cost, modified by AASBs
current cost accounting is not required or
permitted as primary financial statements.

Overall comment: hyperinflation is not currently a significant practical concern in the Australian not-for-profit sector
context. Accordingly, the identified substantive differences do not currently provide a basis for the AASB to consider

amending AASB 129 to align with IPSAS 10 for the not-for-profit sector.

Back to Table 2
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Financial Instruments: Presentation 1
AASB 132

Relevant pronouncements:

A AASB 132 Financial Instruments: Presentation (based on IAS 32) and Interpretation 2 Me mb er s 6

operative Entities and Similar Instruments (based on IFRIC 2)

Sh-ares in

A IPSAS 28 Financial Instruments: Presentation, based on IAS 32 including amendments up to 31 December 2008

and IFRIC 21

AASB Aus paragraphs: no pertinent not-for-profit specific paragraphs are included in AASB 132.

AASB requirement

IPSAS requirement

Scope

Para. 4(d) i AASB 132 does not apply to
insurance contracts as defined in AASB 4
Insurance Contracts.

Para. 3(c) i IPSAS 28 does not apply to obligations

arising from insurance contracts. However, an

entity may apply IPSAS 28 to insurance contracts

which involve the transfer of financial risk.

There is no IPSAS that specifies the accounting for
insurance contracts. Instead, IPSAS 28 refers to

6the international
dealing with i

Comparison with AASB

or

There could be significant differences in practice
ons
under each Standard differing, or an entity applying

due to the definitdi

the option in IPSAS 28 in relation to insurance

contracts that involve the transfer of financial risk.

(See also the high-level comparison of AASB 4

(and AASB 1023 General Insurance Contracts and

AASB 1038 Life Insurance Contracts) and
IPSASSs.)

nsurance

a

Cc

(o]

Para. 87 AASB 132 shall be applied to
those contracts to buy or sell a non-financial
item that can be settled net in cash or
another financial instrument, or by
exchanging financial instruments, as if the
contracts were financial, with the exception
of contracts that were entered into and
continue to be held for the purpose of the
receipt or delivery of a non-financial item in
accordance with the
purchase, sale, or usage requirements.
However, AASB 132 shall be applied to
those contracts that an entity designates as
measured at fair value through profit or loss
in accordance with paragraph 2.5 of

AASB 9 Financial Instruments.?

€

Para. 47 IPSAS 28 shall be applied to those

contracts to buy or sell a non-financial item that can

be settled net in cash or another financial

instrument, or by exchanging financial instruments,
as if the contracts were financial, with the exception
of contracts that were entered into and continue to
be held for the purpose of the receipt or delivery of
acc
expected purchase, sale, or usage requirements.

anonf i nanci al item in

(IPSAS 28 does not (yet i see para. BC4 of

IPSAS 29 Financial Instruments: Recognition and
Measurement) reflect amendments made by the

IASB since December 2008, including those

brought about by IFRS 9 Financial Instruments and

amendments to IFRS 9.)
Comparison with AASB

Expect differences in practice. (See also the
separate high-level comparison of AASB 9 and
IPSAS 29.)

Defined terms

Consistent, insofar as they are specific to the topic of the presentation of financial instruments,

1 Therefore, IPSASB has not yet considered any amendments made to IAS 32 since 2008 as part of its approach to
IFRS convergence (see T h e
page 11).) IPSASB has a financial instruments project in which it is reviewing IPSAS 28 in the light of IFRS 7 and
IFRS 9 requirements. An Exposure Draft is scheduled for mid 2017. (see https://www.ipsasb.org/projects/financial-

| PSASBO6s

instruments-update-project)

2 This requirement was brought about by the issue of AASB 9 Financial Instruments and amendments thereto (see

Strategy

for

AASB 2014-1 Amendments to Australian Accounting Standards (June 2014)), which post-dates IPSAS 28.
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AASB requirement

. IPSAS requirement

except as noted below. Any substantive differences in terms used in both Standards but defined in
other Standards are identified in the comparisons of those other Standards. Substantive
differences in any general terms and their definitions in both Standards are identified in the
Comparison of Definitions of General Terms at the end of this Appendix.

Appendix A of AASB 15 Revenue from
Contracts with Customers 1 defines a
contract as an agreement between two or
more parties that creates enforceable rights
and obligations.

Appendix F of AASB 15 provides not-for-
profit specific guidance regarding that
definition.

Para. AG20 1 an entity considers the substance

rather than the legal form of an arrangement in

determining whether it i

of IPSAS 28. Contracts, for the purposes of

IPSAS 28, are generally evidenced by the following

(although this may differ from jurisdiction to

jurisdiction):

A contracts involve willing parties entering into

_ anarrangement

A the terms of the contract create rights and
obligations for the parties to the contract, and
those rights and obligations need not result in
equal performance by each party. For
example, a donor funding arrangement
creates an obligation for the donor to transfer
resources to the recipient in terms of the
agreement concluded, and establishes the
right of the recipient to receive those
resources. These types of arrangements may
be contractual even though the recipient did
not provide equal consideration in return ie,
the arrangement does not result in equal

_ performance by the parties

A the remedy for non-performance is
enforceable by law.

Comparison with AASB
Do not expect differences in practice.

Disclosure Para. 4371 an entity is required to disclose IPSAS 28 does not specify additional disclosures
the information specified in paras. 13B-13E  for recognised financial instruments that are set off
of AASB 7 Financial Instruments: in accordance with para. 47 of IPSAS 28.
!Disclosures for recogn_ise_zd financial Comparison with AASB
instruments that are within the scope of : : :
para. 13A (which relates to recognised Expect differences in practice.
financial instruments that are set off in
accordance with para. 42 of AASB 132) of
AASB 7.
Other AASB 132 does not include a discussion of Paras. AG3-AG4 i provide guidance in relation to
Financial financial guarantees issued by not-for-profit | whether financial guarantees issued by not-for-
guarantees public sector entities. profit public sector entities are contractual and

Para. BC14 of AASB 2016-8 Amendments
to Australian Accounting Standards i
Australian Implementation Guidance for
Not-for-Profit Entities [AASB 9 & AASB 15]
i notes that the AASB decided not to
address non-contractual payables at the
time it issued AASB 2016-8, given the
scope of the project was related to income
of not-for-profit entities. However, the
AASB decided to consider non-contractual
payables at a future date while monitoring
the work of the IPSASB on its public sector
specific financial instruments project.

therefore within the scope of IPSAS 28.
Comparison with AASB
There could be differences in practice.

AASB 132 does not include a discussion of
insurance contracts compared with financial
guarantee contracts in the public sector.

Paras. AG5-AG9 1 provide guidance on
distinguishing between insurance contracts and
financial guarantee contracts in the public sector.

Comparison with AASB
There could be differences in practice.

Non-exchange
revenue
transactions

AASB 132 does not provide guidance on
when assets and liabilities arising from non-
exchange revenue transactions are financial
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Paras. AG21-AG22 i provide guidance on when
assets and liabilities arising from non-exchange
revenue transactions are financial assets or

AASB 132 and IPSAS 28



external parties in their capacity as owners, which establish or increase an interest in the net financial position of the
entity. (See also the separate comparison of AASB and IPSASB Conceptual Frameworks i to be completed once the

IASB has issued its revised Conceptual Framework.)
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AASB requirement IPSAS requirement
assets or financial liabilities financial liabilities. Assets and liabilities arising from
Appendix C of AASB 9 Financial non_-exchange revenue transactions are accounted
Instruments provides some guidance in for in accordance with IESAS 23 Revenue from
relation to non-contractual receivables Non-Exchange Transactions (Taxes and )
arising from statutory requirements from the Transfers). If non-exchange revenue transactions
perspective of not-for-profit entities. For are contractua_l, an _assessmept is ma_de of_whether
example, para. C5 states that an entity the assets_or Ilaplllt!es_t_h_at arise are financial
initially recognises and measures a assets or financial liabilities by using paras. 10 and
statutory receivable as if it were a financial AG10-AG18 of IPSAS 28.
asset when statutory requirements establish | Comparison with AASB
aright for the entity to receive cash or There could be differences in practice. (See also
another financial asset. the separate high-level comparisons of AASB 9
and IPSAS 29 Financial Instruments: Recognition
and Measurement; and AASB 15 Income of Not-
for-Profit Entities and IPSAS 23)
Statutory Para. AG12 i liabilities or assets that are Para. AG23 1 provides clarification that statutory
obligations not contractual (such as income taxes that obligations can be accounted for in a number of
are created as a result of statutory ways:
requ_lreme_nts_lmp_qsed by_ gove_rnments) are i obligations to pay income taxes are accounted
not financial liabilities or financial assets. . -
Accounting for income taxes is dealt with in for n ac_cordance W'th the 'e'e"é!”‘
9 | or national accounting standard
AASB 112 Income Taxes. International o 9
dealing with income taxes
A obligations to provide social benefits are
accounted for in accordance with IPSAS 3,
Accounting Policies, Changes in Accounting
Estimates and Errors and IPSAS 19
Provisions, Contingent Liabilities and
Contingent Assets
A other statutory obligations are accounted for in
accordance with IPSAS 19.
Comparison with AASB
Of itself, the additional guidance in IPSAS 28 is not
expected to give rise to differences in practice
(although see the separate high-level comparison
of AASB 112 and IPSASSs; and the separate
comparison of AASB 137 Provisions, Contingent
Liabilities and Contingent Assets and IPSAS 19).
Equity AASB 132 does not explicitly address Para. AG25 1 it is not common for entities in the
instruments aspects of contributed capital in the public public sector to have contributed capital comprising
sector. However, paras. 8 and 22-24 of equity instruments, for example, shares and other
Interpretation 1038 Contributions by forms of unitised capital. Where entities do issue
Owners Made to Wholly-Owned Public equity instruments, the ownership and use of those
Sector Entities do address such issues. instruments may be restricted by legislation.
Para. 8 of Interpretation 1038 7 regardless Para. AG26 i contributed capital® in the public
of the other features or conditions of a sector may also be evidenced by transfers of
transfer, a transfer is a contribution by resources between parties. An interest in the net
owners where its equity nature is evidenced : assets/equity of an entity may be evidenced by:
b,y any of: A aformal agreement, in relation to the transfer,
A the issuance, in relation to the transfer, establishing or increasing an existing financial
of equity instruments which can be interest in the net assets/equity of an entity
sold, transferred or redeemed that can be sold, transferred or redeemed
A aformal agreement, in relation to the A aformal designation of a transfer of resources
transfer, establishing a financial (or a class of such transfers) by the parties to
interest in the net assets of the the transaction as for
transferee which can be sold, net assets/equity, either before the
3 The IPSAS 1 Presentation of Financial Statementsd ef i nes &écontri butions from ow
IPSASB Conceptual Frameworkd ef i nes Oownheili bhitpoasd as inflows of

AASB 132 and IPSAS 28



AASB requirement

IPSAS requirement

transferred or redeemed

A formal designation of the transfer (or a
class of such transfers) by the
transferor or a parent of the transferor
as forming part of
contributed equity, either before the
transfer occurs or at the time of the
transfer.

contribution occurs or at the time of the
contribution.

Para. AG27 i1 for the purpose of IPSAS 28, the
term 6equity instrument?o
following:

A aform of unitised capital such as ordinary or
preferences shares;

A transfers of resources (either designated or
agreed as such between the parties to the
transaction) that evidence a residual interest in
the net assets of another entity; and/or

A financial liabilities in the legal form of debt that,
in substance, represent an interest in an
entityb6s net assets.

Comparison with AASB

There could be significant differences in practice.
This is because Interpretation 1038 is more
restrictive than IPSAS 28 as to when an interest in
the net assets/equity of an entity would exist.
Furthermore, the ability to designate a transfer as
equity under Interpretation 1038 and IPSAS 28
means that economically similar transfers could be
accounted for differently. (See also the separate
high-level comparison of AASB 1004
Contributions/AASB 1058 Income of Not-for-Profit
Entities/Interpretation 1038 and IPSAS 23.)

Offsetting

Paras. AG38B-AG38D i provide guidance
that an entity currently has a legally
enforceable right to set off recognised
amounts when the right of set-off:

A is not contingent on a future event; and

A is legally enforceable in:
o the normal course of business;
o inthe event of default; and

0 inthe event of insolvency or
bankruptcy.

A The right of set-off may vary from one
legal jurisdiction to another.

Para. AG63 i provides guidance on offsetting a
financial asset and financial liability, but the
guidance in IPSAS 28 does not make explicit
reference to circumstances where the right of set-
off is contingent on a future event, and the
circumstances under which legal enforceability
must be present. Nor does it refer to the potential
differences between legal jurisdictions.

Comparison with AASB
There could be differences in practice.

Para. AG38F i clarifies that if an entity can
settle amounts in a manner such that the
outcome is, in effect, equivalent to net
settlement, the entity will meet the net
settlement criterion in para. 42(b).

IPSAS 28 does not clarify that if an entity can settle
amounts in a manner that is equivalent to net
settlement, then the net settlement criterion in para.
47(b) is met.

Comparison with AASB
There could be differences in practice.

Overall comment: IPSASB is undertaking a project on public sector specific financial instruments, for which an
Exposure Draft is scheduled in late 2017. The AASB should contribute to and monitor that project i it might help
resolve some of the current differences, including those relating to the treatment of non-contractual receivables
arising from statutory requirements. It might also provide a trigger for the AASB to consider differences relating to
financial guarantees issued by not-for-profit public sector entities. Accordingly, currently, the differences do not
provide a basis for the AASB to consider amending AASB 132 to align with IPSAS 28 for the not-for-profit sector.

Back to Table 2
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