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Removal of special purpose financial statements
AASB 1060 — the new Simplified Disclosures framework

AASB 1060

General Purpose Financial
Statements — Simplified
Disclosures for For-Profit and
Not-for-Profit Tier 2 Entities

Effective from 1 July 2021
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Does not apply to NFP entities that preparing
Special Purpose Financial Statements

|
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Act now — mandatory for June 22 reporting season

Who does it impact?
* Entities that prepare Tier 2 Reduced Disclosure Requirements financial statements
* For profit entities that prepared Special Purpose Financial Statements

* Legislative requirement to prepare financial statements that comply with ‘accounting
standards’ or ‘Australian Accounting Standards’ or

* Non-legislative requirement to prepare financial statements that comply with ‘Australian
Accounting Standards’ and document created or amended on or after 1 July 2021

Understand transition requirements to ensure optimal outcomes

Plan to achieve transition within reporting deadlines
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Removal of special purpose financial statements
Resources

Deloitte.

Deloitte Clarity in financial re
Deloit te Clarity |i|imm|=| reparting

Article
Tier 2 (Simplified Disclosures) presentation and o

re under Australian

Simplified Disclosures framework webcast

Understanding the removal of the reporting entity concept and the ne
'Simplified Disclosures' framework

Model Tier 2 financial report
Financial reporting periods ending
on or after 30 June 2022

This spedial edition webcast:

&

Contact us
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ASIC surveillance findings
Years ended March/June 2021

Reviewed financial reports of 150 listed and other public interest entities
Made inquiries of 29 entities on 53 matters

B Impairment and expected credit losses B Operating and Financial Review
m Revenue recognition m Tax accounting
Expense deferral = Business combinations

m Borrowings, leases, non-IFRS, SaaS and other
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Please provide
(] Cash flow model

I Discount rate calculation
(1 Board papers explaining management’s

approach to key assumptions. Explain whether
they reflect past experience or are consistent

with external sources of information
[J  External reports

[J  Sensitivity calculations
[l Reconciliation of non-current assets and

working capital to the balance sheet

(] Valuation cross checks
(] Board and audit committee papers
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Common practical issues
Impairment
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Common practical issues
Revenue

Identifying
performance
obligations

Pervasive to revenue
recognition
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i

Principal versus
agent

Misstatement of
revenue and cost of
sales (gross vs net)

Variable
consideration

Recognition of
revenue that requires
reversal

Client reporting update — May 2022 | Bringing the pieces together



Common practical issues
Tax accounting

Tax rate reconciliation Amount
. Tax
Offsetting Profit before tax 1000 consolidation
Tax @ 30% 300 Q
Deferred tax asset not previously recognised (xxx)
Tax effect of non-deductible expenses XXX
Tax effect of non-assessable income (xxx)
Total income tax XXX

Business
combinations

Recoverability
of DTA

© 2022 Deloitte Touche Tohmatsu Client reporting update — May 2022 | Bringing the pieces together



Common practical issues
Contingent payments to selling shareholders

Example
* Entity A acquires Entity B (fair value of net assets $2.5m)

* Consideration = $3m in cash upfront plus a potential cash earn-out of S1m payable after 3 years
* The earn out is only payable if certain targets are met
* Earn out fair value (and actual payment) is $0.8m

Question
Is the earnout consideration for the business combination or remuneration for post-acquisition services?

Does the vendor forfeit the earn-out if they were to leave employ within the 3 years?

AASB 3 Business Combinations
B55

Link to service

No Post combination
Earn-out = Remuneration Sm
Earn-out = Consideration Sm Consideration 3.0
Consideration 3.8 Net assets 2.5
Net assets 2.5 Goodwill 0.5
Goodwill 1.3
Remuneration expense (over 3 years) 0.8
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Common practical issues
Debt vs equity classification

Why this matters?
* Entity A needs a cash injection to support its business operations

* Investor B provides $100m to Entity A for certain contractual agreed returns
* Entity A debits ‘cash’ — what is the other side of the entry?

Balance sheet 1 Sm Balance sheet 2 Sm
Assets Assets

Cash 100 Cash 100
Equity Liabilities

Share capital (100) Debt (100)

Which one would you invest in?
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Common practical issues
Debt vs equity classification

A framework

Debt vs equity

Cash obligation

Dividend or interest

Redemption
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Conversion option

Settled in fixed or
variable amount of own
equity
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Common practical issues
Debt vs equity classification

Example
Debt vs equity
Cash obligation Conversion option
Dividend or interest Redemption N/A
Discretionary dividend Issuer’s option

Equity | , Can you avoid making i

Equi . :

Uity " 4 a payment? |

____________________________________________
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Common practical issues
Debt vs equity classification

Example
Debt vs equity
Cash obligation Conversion option
Dividend or interest Redemption N/A
Discretionary dividend Issuer’s option
Equity Equity '& Change in dividend structure
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Common practical

NYES

Debt vs equity classification

Example

Debt vs equity

Cash obligation

Dividend or interest

Conversion option

Redemption

N/A

Non-discretionary
dividend in perpetuity

Issuer’s option

Liability
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N/A
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Common practical issues
Liabilities

Investor C can put their 20% in Subsidiary B to Parent A for cash

Onerous
contracts

)

Make good and
rehabilitation
provisions

®

Debt factoring

Other liability
considerations

Put options over
minority interest

80% pA

Sale and
leasebacks

Current/non-
current
classification
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Emerging issues
IFRS Interpretations Committee updates

Inventories Demand deposits with Software-as-a-Service
restrictions on use arrangements (SAAS)
Estimated costs necessary to make the Unless restrictions change the nature of the Majority of costs relating to SAAS
sale are not limited to those that are deposit in a way that it would no longer arrangements need to be expensed, with
incremental when determining net meet the definition of cash in AASB 107 only limited scope for capitalisation in
realisable value Cash Flow Statements such deposits may certain circumstances

still be classified as cash
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Sustainability reporting
Global developments — the building blocks approach

* Governance
—+ * Strategy T T Includes industry-based T

= * Risk management disclosures
§ *  Metrics and targets
(7]
=2
(8]
R
S
o
hd
(7]
(]
>
=

S1 General Requirements S2 Climate Disclosures

Source: ISSB’s April 2022 webinar

_;% Comments due by 15 July to AASB and 29 July 22 to ISSB
>
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Sustainability reporting
Impact on the financial statements

> Climate related matters

(>

Financial and
operational impact

L

» Financial statements |
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Resources
Deloitte.com\

Deloltte

Deloitte.

Deloitte.
Tier 1 models and reporting N
considerations
Financial reporting periods ending on ol
30 June 2022
Australian financial reporting
guide
11th Edition (May 2022)
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Clarsy In finan

Deloitte

Deloitte

Deloitte Clarity in financlal reporting

Clarity in financial reporting

Focusing on impairment issues for June 2017

ng points
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Questions &
Answers
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This publication contains general information only, and none of Deloitte Touche Tohmatsu Limited, its member firms, or their related entities (collectively the “Deloitte Network”) is, by means of this
publication, rendering professional advice or services. Before making any decision or taking any action that may affect your finances or your business, you should consult a qualified professional adviser. No
entity in the Deloitte Network shall be responsible for any loss whatsoever sustained by any person who relies on this publication.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities. DTTL (also referred to as “Deloitte Global”) and each of its
member firms and their affiliated entities are legally separate and independent entities. DTTL does not provide services to clients. Please see to learn more.

About Deloitte
Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our network of member firms in more than 150 countries and territories
serves four out of five Fortune Global 500®companies. Learn how Deloitte’s approximately 286,000 people make an impact that matters at

About Deloitte Asia Pacific

Deloitte Asia Pacific Limited is a company limited by guarantee and a member firm of DTTL. Members of Deloitte Asia Pacific Limited and their related entities provide services in Australia, Brunei
Darussalam, Cambodia, East Timor, Federated States of Micronesia, Guam, Indonesia, Japan, Laos, Malaysia, Mongolia, Myanmar, New Zealand, Palau, Papua New Guinea, Singapore, Thailand, The Marshall
Islands, The Northern Mariana Islands, The People’s Republic of China (incl. Hong Kong SAR and Macau SAR), The Philippines and Vietnam, in each of which operations are conducted by separate and
independent legal entities.

About Deloitte Australia

In Australia, the Deloitte Network member is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading professional services firms. Deloitte Touche Tohmatsu and its affiliates
provide audit, tax, consulting, and financial advisory services through approximately 8,000 people across the country. Focused on the creation of value and growth, and known as an employer of choice for
innovative human resources programs, we are dedicated to helping our clients and our people excel. For more information, please visit our web site at

limited by a scheme approved under Professional Standards Legislation.
Member of Deloitte Asia Pacific Limited and the Deloitte Network.
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