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Potential implementation question 

The Treasury Laws Amendment (Financial Market Infrastructure and Other Measures) Bill 2024 sets 
out which entities will be required to prepare annual sustainability reports for financial years 
commencing between 1 July 2024 and 30 June 2026 by setting out reporting thresholds. It is not 
clear how ‘consolidated revenue’ and ‘consolidated gross assets’ should be defined by insurance 
entities who are also applying IFRS 17. The questions are: 
 
A. Which amounts should be included when calculating revenue thresholds for determining entities 
reporting obligations under the Treasury Bill?  
i. Insurance revenue 
ii. Insurance finance income/expense  
iii. Investment income/expense – interest/dividends 
iv. Investment income/expense -- fair value gains and losses 
v. Reinsurance recoveries 
vi. Reinsurance finance income /expense 
vii. Other revenue 
 
B. Is it clear that entities should take total assets when calculating ‘gross assets’ for the purposes of 
the reporting thresholds or are there other subtotals that should be considered? 

Paragraph of IFRS 17 Insurance Contracts 
Appendix A, paragraphs 3, 4. 64, 78, 81, 83, 86, 87, 88, B120, B121 

Analysis of the question 

See analysis included at Appendix 1 below. 
Is the question pervasive? 

Yes, the reporting thresholds set out in the Treasury Bill will be applicable to all insurers completing 
financial statements in Australia. 

Appendix 1 
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Background 

1. In March 2024 the Australian Federal Government introduced the Treasury Laws 
Amendment (Financial Market Infrastructure and Other Measures) Bill 2024 (‘the Treasury 
Bill’) into Parliament. The Bill seeks to, amongst other things, legislate the requirements 
for mandatory climate-related financial disclosures1.  

2. Sections 292A, 296B and 1707B to the Treasury Bill clarifies which entities will be required 
to prepare annual sustainability reports for financial years commencing between 1 July 
2024 and 30 June 20262. The requirements are shown below: 
 

Group Reporting 
periods 
beginning 

Large entities and their controlled entities 
meeting at least two criteria 
Employees Consolidated 

gross assets 
Consolidated 
revenue 

1 1 Jan 2025 More than 500 $1 billion or 
more 

$500 million 
or more 

2 1 July 2026 More than 250 $500 million 
or more 

$200 million 
or more 

3 1 July 2027 More than 100 $25 million or 
more 

$50 million or 
more 

 

Note this paper considers the definition of ‘consolidated revenue’ (see question A) and 
‘consolidated gross assets’ (question B) used in the table above. 

3. Section 292A.7.(b) to the Treasury Bill clarifies that calculating consolidated revenue, and 
the value of consolidated gross assets, for the purpose of determining if an entity must 
provide an annual sustainability disclosure report must be done ‘in accordance with the 
accounting standard in force at the relevant time’. This applies ‘even if the standard does 
not otherwise apply to the financial year or some of the entities concerned’ 

4. As ‘consolidated revenue’ and ‘consolidated gross assets’ are not specifically defined in 
IFRS 17, there is a question as to how entities applying IFRS 17 should define them in order 
to determine their reporting obligations under the legislation. 

 
1 The Exposure Draft legislation seeks to amend parts of the Australian Securities and Investment Commission 

Act 2001 and the Corporations Act 2001 (Cth) to introduce mandatory requirements for large 
businesses and financial institutions to disclose their climate-related risks and opportunities. ParlInfo - 
Treasury Laws Amendment (Financial Market Infrastructure and Other Measures) Bill 2024 
(aph.gov.au) 

2 Note that it is only those reporting entities who are required to prepare financial reports under Chapter 2M of 
the Corporation Act 2001 which are included in scope of the legislation. Entities that are not required to 
report under Chapter 2M, or have obtained relief from reporting under Chapter 2M (e.g. entities 
registered with the Australian Charities and Not-for-profits Commission (ACNC) or entities who have 
obtained ASIC class order relief under Corporations Instruments) will not be caught by the mandatory 
climate reporting legislation. 

https://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;page=0;query=BillId%3Ar7176%20Recstruct%3Abillhome
https://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;page=0;query=BillId%3Ar7176%20Recstruct%3Abillhome
https://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;page=0;query=BillId%3Ar7176%20Recstruct%3Abillhome
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Accounting literature and Assessment 

Revenue 

5. For entities issuing or holding contracts that transfer significant insurance risk3, the 
‘accounting standards in force at the relevant time’ applying the guidance outlined in 
paragraph 4 above, would be IFRS 17 Insurance Contracts (‘IFRS 17’) and IFRS 9 Financial 
Instruments (‘IFRS 9’), and potentially IAS 40 Investment Property.  

6. IFRS 17 does not include a specific definition of ‘consolidated revenue’ and insurers 
applying IFRS 17 do/will disclose various income amounts in their statement of profit or 
loss (‘profit or loss’) recognised applying IFRS 17.  

7. In the Australian Accounting Standards Board’s Conceptual Framework for Financial 
Reporting (‘Conceptual Framework’), Income is defined as: 

…increases in assets, or decreases in liabilities, that result in increases in equity, other 
than those relating to contributions from holders of equity claims4. 

8. For context, applying the requirements of IFRS 17, Deloitte’s illustrative financial 
statements propose the following presentation of an insurer’s profit or loss. Items 
considered to be income highlighted in red (see Appendix A for presentation in the IFRS 
17 illustrative financial statements of EY, PwC and KPMG). 

 

 

 
3 Applying the IFRS 17, Appendix A definition of ‘insurance contract’   
4 See paragraph 4.68 to the Conceptual Framework - AASB Conceptual Framework 

https://www.aasb.gov.au/admin/file/content105/c9/Conceptual_Framework_05-19.pdf
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9. Note other relevant literature that may assist in defining ‘revenue’ in this context 
includes: 

a. IFRS 15 Revenue from Contracts with Customers (‘IFRS 15’), which defines ‘revenue’ 
as (emphasis added): 

Income arising in the course of an entity’s ordinary activities 

b. The current text of IFRS 18 (effective for annual reporting periods beginning on or 
after 1 January 2027) requires entities to report income and expense as either 
related to operations (i.e. ‘main business activities’), investing or financing. IFRS 18 
includes insurers when suggesting entities that might invest in assets as a ‘main 
business activity’ and therefore be required to include investment income in 
operating activities5. 

 
5 IFRS 18.B31: 
Examples of entities that might invest in assets as a main business activity include: 

a) investment entities as defined by IFRS 10 Consolidated Financial Statements; 
b)  investment property companies; and 
c) insurers. 
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c. Note that IAS 7 Statement of Cash Flows (‘IAS 7’) defines cash flows from operating 
activities as amounts related to ‘the principal revenue-producing activities of the 
entity and other activities that are not investing or financing activities’. IAS 7 does 
not require insurers to define operating activities in a specific way but insurers 
generally include investment income/expense in the operating activities section of 
the statement of cash flows. This is reflected in the IFRS 17 illustrative financial 
statement cash flows included at Appendix A6. 

 
10. Taking each highlighted ‘income’ caption in turn, we consider the definition of each 

applying IFRS 17 and IFRS 9 and the arguments for and against including each when 
calculating the ‘consolidated revenue’ thresholds. 

FS Caption Description 

Insurance 
Revenue 

IFRS 17 paragraph 83 prescribes how entities should define and 
calculate insurance revenue: 

An entity shall present in profit or loss insurance revenue arising from 
the groups of insurance contracts issued7. Insurance revenue shall 
depict the provision of services arising from the group of insurance 
contracts at an amount that reflects the consideration to which the 
entity expects to be entitled in exchange for those services. Paragraphs 
B120–B127 specify how an entity measures insurance revenue. 

In IFRS 17 paragraph B120, ‘Insurance revenue’ is defined as (emphasis 
added): 

…the consideration for the contracts, ie the amount of premiums paid 
to the entity:  

(a) adjusted for a financing effect; and  

(b) excluding any investment components.  

IFRS 17 paragraph B121 goes on to explain revenue should not only 
include amounts that have been paid: 

 
6 Note that only KPMG and PwC include an illustrative cash flow in their IFRS 17 illustrative financial 

statements. 
7 Note that in accordance with IFRS 17 paragraph 3, references to insurance contracts issued include reinsurance 

contracts issued but not always reinsurance contracts held: 
 
IFRS 17.3:  
An entity shall apply IFRS 17 to: 

a) insurance contracts, including reinsurance contracts, it issues;  
b) reinsurance contracts it holds; and  
c) investment contracts with discretionary participation features it issues, provided the entity also issues 

insurance contracts.  
 
IFRS 17.4:  
All references in IFRS 17 to insurance contracts also apply to:  

a) reinsurance contracts held, except:  
i. for references to insurance contracts issued… 
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Paragraph 83 requires the amount of insurance revenue recognised in 
a period to depict the transfer of promised services at an amount that 
reflects the consideration to which the entity expects to be entitled in 
exchange for those services. The total consideration for a group of 
contracts covers the following amounts: 

a) amounts related to the provision of services, comprising:  

i) insurance service expenses, excluding any amounts relating 
to the risk adjustment for non-financial risk included in (ii) and 
any amounts allocated to the loss component of the liability for 
remaining coverage; 

ia) amounts related to income tax that are specifically 
chargeable to the policyholder;  

ii) the risk adjustment for non-financial risk, excluding any 
amounts allocated to the loss component of the liability for 
remaining coverage; and 

iii) the contractual service margin.  

b) amounts related to insurance acquisition cash flows. 

For inclusion Against inclusion 

• Under IFRS 17, insurance 
revenue is clearly defined as 
consideration to which the 
entity expects to be entitled 
(adjusted for discounting and 
any investment components).  

• Insurance revenue represents 
the revenue earned from the 
entities ordinary activities, 
applying the definition of 
‘revenue’ under IFRS 15, and 
main business activities, 
applying the definition of 
‘operating’ activities under 
IFRS 18. 
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FS Caption Description 

Amounts 
recovered from 
reinsurance 
contracts 

IFRS 17 paragraph 868 allows entities to present income or expenses 
from reinsurance contracts held separately, or net, on the face of the 
financial statements. Reinsurance income will include claims 
recoveries as well as any other amounts deemed to be contingent on 
claims or related to recovery of losses applying IFRS 17 paragraph 86.  

For inclusion Against inclusion 

• Reinsurance recoveries are an 
‘inflow’ to the insurer so could 
be seen as revenue. 

• Reinsurance could be seen as 
an ‘ordinary’ or ‘main business 
activity’ of an insurer given 
most insurers will also hold 
reinsurance contracts held. 

• Reinsurance recoveries are 
referred to as ‘income’ rather 
than ‘revenue’ in IFRS 17 and 
for the most part will include 
claims recoveries and other 
amounts related to the 
reinsurance contract held that 
are contingent on claims. 

• As reinsurance recoveries 
fluctuate depending on 
claims, it can be a volatile 
metric and could lead to 
entities moving in and out of 
climate reporting thresholds 
regularly depending on claims 
volatility.  

• Entities are given the option 
to present reinsurance 
recoveries net of reinsurance 
related expense on the face of 
the profit or loss and in the 
notes to the financial 
statements under IFRS 17. For 
this reason there are 
scenarios where reinsurance 
income would not be 

 
8 IFRS 17.86:  
An entity may present the income or expenses from a group of reinsurance contracts held (see paragraphs 60–

70A), other than insurance finance income or expenses, as a single amount; or the entity may present 
separately the amounts recovered from the reinsurer and an allocation of the premiums paid that 
together give a net amount equal to that single amount. If an entity presents separately the amounts 
recovered from the reinsurer and an allocation of the premiums paid, it shall:  

(a) treat reinsurance cash flows that are contingent on claims on the underlying contracts as part of the claims 
that are expected to be reimbursed under the reinsurance contract held;  

(b) treat amounts from the reinsurer that it expects to receive that are not contingent on claims of the underlying 
contracts (for example, some types of ceding commissions) as a reduction in the premiums to be paid to 
the reinsurer;  

(ba) treat amounts recognised relating to recovery of losses applying paragraphs 66(c)(i)‒(ii) and 66A‒66B as 
amounts recovered from the reinsurer; and  

(c) not present the allocation of premiums paid as a reduction in revenue. 
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presented separately on the 
face of the financial 
statements and therefore 
accessible for the users of the 
financial statements.  

• Reinsurance is typically seen 
as a way for insurers to 
manage risk rather than a way 
of generating sales revenue 
for the entity. 

FS Caption Description 

Finance 
income/interest 
income (i.e. 
Investment 
income) 

Investment income accounted for applying IFRS 9 (and potentially 
IAS 40) and related to the investment activities of the insurer. 

For inclusion Against inclusion 

• Interest income is referred to 
as revenue in the text of IFRS 
9 (e.g. IFRS 9.5.4.19). 

• Applying the guidance in IFRS 
18 and IFRS 15, investment 
income (including changes in 
fair value) could be 
considered to be revenue 
earned from the ‘main 
business activities’ of the 
entity or the ‘ordinary 
activities’ of the entity. 

• Whether or not insurance 
contracts are providing 
investment return or related 
services may be relevant. 

• Interest income is not 
referred to as revenue in the 
text of IFRS 17. 

• Changes in fair value are 
typically referred to in IFRS 9 
as ‘gains and losses’, not 
revenue and expenses (e.g. 
IFRS 9.5.7.1). 

• In any given year, entities 
might make an investment 
loss, meaning that this is not 
a stable measure of revenue 
to be included in the 
threshold calculation.  

• Similarly, there can be 
volatility in interest rates 
which could lead to entities 
moving in and out of climate 
reporting thresholds 
regularly. 

FS Caption Description 

IFRS 17 paragraph 87 prescribes the amounts that should be included 
in insurance finance income or expense:  

 
9 IFRS 9.5.4.1:  
Interest revenue shall be calculated by using the effective interest method (see Appendix A and paragraphs 

B5.4.1–B5.4.7)… 
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Insurance/ 
reinsurance 
finance income 

Insurance finance income or expenses comprises the change in the 
carrying amount of the group of insurance contracts arising from:  

(a) the effect of the time value of money and changes in the time value 
of money; and  

(b) the effect of financial risk and changes in financial risk; but  

(c) excluding any such changes for groups of insurance contracts with 
direct participation features that would adjust the contractual service 
margin but do not do so when applying paragraphs 45(b)(ii), 45(b)(iii), 
45(c)(ii) or 45(c)(iii). These are included in insurance service expenses. 

Amounts may differ depending on the accounting policy choices made 
by the entity, for example, insurance finance income or expense may 
include amounts related to the risk adjustment applying IFRS 17 
paragraph 8110 or may be disaggregated between the profit or loss and 
Other Comprehensive Income (‘OCI’)11. 

For inclusion Against inclusion 

• Should follow the treatment 
of the financial assets 
‘backing’ insurance liabilities – 
i.e. if related to time value of 
money of insurance contracts 
issued it should be included or 
excluded from the revenue 
calculation along with 
investment income/expense.  

• IFRS 18 paragraph 64 requires 
that insurance finance income 
and expense be included in 
the ‘operating’ category along 
with investment income12 so 

• Relates to the financing effect 
of insurance cash flows rather 
than an actual cash flow 
related to service in 
accordance with IFRS 17.B121 
so should be excluded from 
revenue calculation. 

• As with investment income, 
inclusion could lead to 
volatility in result and moving 
in and out of thresholds. 

 
10 IFRS 17.81: 
An entity is not required to disaggregate the change in the risk adjustment for non-financial risk between the 

insurance service result and insurance finance income or expenses. If an entity does not make such a 
disaggregation, it shall include the entire change in the risk adjustment for non-financial risk as part of 
the insurance service result. 

11 IFRS 17.88: 
In applying paragraph 87A(b), unless paragraph 89 applies, an entity shall make an accounting policy choice 

between: 
a) including insurance finance income or expenses for the period in profit or loss; or  
b) disaggregating insurance finance income or expenses for the period to include in profit or loss an 

amount determined by a systematic allocation of the expected total insurance finance income or 
expenses over the duration of the group of contracts, applying paragraphs B130–B133. 

12 IFRS 18.64: 
An entity shall exclude from the financing category and classify in the operating category: 

a) income and expenses from issued investment contracts with participation features recognised applying 
IFRS 9 Financial Instruments (see paragraph B58); and 

b) insurance finance income and expenses included in the statement of profit or loss applying IFRS 17 
Insurance Contracts. 
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the argument related to 
inclusion of investment 
income applies here.  

FS Caption Description 

Other income Other will include amounts accounted for applying standards other 
than IFRS 17. 

For inclusion Against inclusion 

• Is an inflow to the entity so 
should be included in the 
revenue calculation. 

• Is not related to the main 
operations or main activities 
of the business so should be 
excluded.  

 

Gross Assets 

11. The conceptual framework defines ‘asset’ as ‘a present economic resource controlled 
by the entity as a result of past events. An economic resource is defined as ‘a right that 
has the potential to produce economic benefits’.  

12. Defining ‘consolidated gross assets’ in the context of IFRS 17 is a potential challenge due 
to the requirement to disclose insurance contract issued assets/liabilities and 
reinsurance contract held assets/liabilities on the balance sheet at the portfolio level13. 
The result is that entities may have insurance contracts issued and/or reinsurance 
contracts held ‘balances’ moving between asset and liability purely as a result of, for 
example, the timing of premium cash inflows and outflows. It is also noted that within 
each portfolio balance there are potentially a collection of assets (e.g. reinsurance 
recoveries due) which have been offset by liabilities (e.g., reinsurance payables) in 
deriving the overall portfolio balance, and which are therefore potentially excluded from 
the asset calculation even though they do represent an ‘economic benefit’.  

Questions 

13. As outlined above, the Treasury Bill outlines consolidated revenue thresholds that, 
together with other thresholds associated with assets and employee numbers, if 
surpassed require the entity to publish certain climate-related disclosures. 

14. There is a question as to whether a distinction should to be drawn between income and 
revenue and if so, to what extent. The definition of ‘income’ is broad in the Conceptual 
Framework and does not appear to equate to ‘revenue’ as defined in IFRS 17 and other 
accounting standards (e.g. IFRS 15). Similarly, it is not clear whether all income amounts 

 
13 IFRS 17.78:  
An entity shall present separately in the statement of financial position the carrying amount of portfolios of: 

a) insurance contracts issued that are assets; 
b) insurance contracts issued that are liabilities; 
c) reinsurance contracts held that are assets; and 
d) reinsurance contracts held that are liabilities. 
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reported as operating activities for the purposes of IAS 7 and the incoming IFRS 18 
should be included when calculating consolidated revenue.  

15. Similarly, there is a question as to whether calculation of ‘consolidated gross assets’ is 
as simple as taking ‘total assets’ on the balance sheet or whether it requires adjustment 
for the specific characteristics of the entities insurance/reinsurance cash flows.  Noting 
that portfolio is the basis of the unit of account for presentation in the balance sheet 
under IFRS 17.78. 
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Appendix A 

Other IFRS 17 illustrative financial statements 

 

1. Statement of profit or loss  

KPMG 

 
 

 
 
 

 
 

 



 

13 

 

EY 
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PwC 
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2. Statement of cash flows 

KPMG 
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PwC 

  
 

 


