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Acknowledgement of Country

“We acknowledge the Gadigal of the Eora Nation, the traditional custodians of the 
land on which we meet, and their continuing connection to the land and community

We pay respect to them and their culture, and the elders past, present and emerging”

Artwork: Nyiirun Gathay Yayn.Giliyn (“Walking Together”) by Birrbay artist Angela Marr-Grogan
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AASB 1060 – the new Simplified Disclosures framework

Removal of special purpose financial statements

AASB 1060
General Purpose Financial 
Statements – Simplified 
Disclosures for For-Profit and 
Not-for-Profit Tier 2 Entities

Effective from 1 July 2021 Understand transition requirements to ensure optimal outcomes

Plan to achieve transition within reporting deadlines 

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

Does not apply to NFP entities that preparing 
Special Purpose Financial Statements
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Resources

Removal of special purpose financial statements

Model financial statements

Disclosure checklist

Removal of special purpose
financial statements

Simplified Disclosures – Transition
options...

AASB 1060 Webinar

http://www.deloitte.com/au/models
http://www.deloitte.com/au/models
https://www2.deloitte.com/au/en/pages/audit/articles/clarity-financial-reporting.htmlhttps:/www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-transition-option-opportunities.html?nc=1
http://www.deloitte.com/au/models
http://www.deloitte.com/au/models
https://www2.deloitte.com/au/en/pages/audit/articles/removal-special-purpose-financial-statements.html
https://www2.deloitte.com/au/en/pages/audit/articles/removal-special-purpose-financial-statements.html
https://www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-transition-option-opportunities.html?nc=1
https://www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-transition-option-opportunities.html?nc=1
https://www2.deloitte.com/au/en/pages/audit/articles/simplified-disclosures-framework.html
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Years ended March/June 2021

ASIC surveillance findings

Reviewed financial reports of 150 listed and other public interest entities

Made inquiries of 29 entities on 53 matters Please provide
Cash flow model
Discount rate calculation
Board papers explaining management’s 

approach to key assumptions.  Explain whether 
they reflect past experience or are consistent 
with external sources of information 
External reports
Sensitivity calculations
Reconciliation of non-current assets and 

working capital to the balance sheet
Valuation cross checks
Board and audit committee papers

14

10

6

6

6

2

9

Impairment and expected credit losses Operating and Financial Review

Revenue recognition Tax accounting

Expense deferral Business combinations

Borrowings, leases, non-IFRS, SaaS and other
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Impairment

Common practical issues

Cash-generating unit identification

Independent cash inflows

Goodwill may not be tested at a level 
higher than an operating segment

Cash flow forecasts

Reasonable and supportable assumptions, 
greater weight to external evidence

Projections – maximum five years

Terminal value growth – steady or declining

Disclosures

Estimation uncertainties

Key assumptions

Sensitivity analyses
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Revenue

Common practical issues

Principal versus 
agent

Variable 
consideration

Identifying 
performance 
obligations

Pervasive to revenue 
recognition

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

Recognition of 
revenue that requires 

reversal
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Tax accounting

Common practical issues

Tax 
consolidation

Recoverability 
of DTA 

Offsetting

Business 
combinations

Tax rate reconciliation Amount

Profit before tax 1 000

Tax @ 30% 300

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
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Earn-out = Consideration $m

Consideration 3.8

Net assets 2.5

Goodwill 1.3

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 $1m 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?
Link to service

=
Post combination

Earn-out = Remuneration $m

Consideration 3.0

Net assets 2.5

Goodwill 0.5

Remuneration expense (over 3 years) 0.8

No Yes

AASB 3 Business Combinations 
B55

Contingent payments to selling shareholders

Common practical issues
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Debt vs equity classification

Common practical issues

Balance sheet 1 $m

Assets

Cash 100

Equity 

Share capital (100)

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?

Which one would you invest in?

Balance sheet 2 $m

Assets

Cash 100

Liabilities

Debt (100)
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Debt vs equity classification

Common practical issues

Dividend or interest Redemption

Cash obligation Conversion option

Settled in fixed or 
variable amount of own 

equity

Debt vs equity

A framework
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Debt vs equity classification

Common practical issues

Dividend or interest Redemption

Cash obligation Conversion option

N/A

Debt vs equity

Discretionary dividend Issuer’s option

Equity  
Can you avoid making 

Equity  
a payment?

Example
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Debt vs equity classification

Common practical issues

Dividend or interest Redemption

Cash obligation Conversion option

N/A

Debt vs equity

Discretionary dividend Issuer’s option

Equity  Equity  Change in dividend structure

Example
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Debt vs equity classification

Common practical issues

Dividend or interest Redemption

Cash obligation Conversion option

N/A

Debt vs equity

Issuer’s option

Liability  N/A

Non-discretionary 
dividend in perpetuity 

Change in dividend structure

Example
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Liabilities

Common practical issues

Other liability 
considerations

Onerous 
contracts

Make good and 
rehabilitation 

provisions

Put options over 
minority interest

Current/non-
current 

classification

Sale and 
leasebacks

Debt factoring

Parent A
Investor 

C

Sub B

80% 20%

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

Financial liability – gross redemption amount
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IFRS Interpretations Committee updates

Emerging issues

Inventories

Estimated costs necessary to make the 
sale are not limited to those that are 
incremental when determining net 

realisable value

Demand deposits with 
restrictions on use

Unless restrictions change the nature of the 
deposit in a way that it would no longer 
meet the definition of cash in AASB 107 

Cash Flow Statements such deposits may 
still be classified as cash

Software-as-a-Service 
arrangements (SAAS)

Majority of costs relating to SAAS 
arrangements need to be expensed, with 

only limited scope for capitalisation in 
certain circumstances
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Global developments – the building blocks approach

Sustainability reporting

Sustainability reporting

Sustainability-related financial disclosures 

Financial reporting

Comments due by 15 July to AASB and 29 July 22 to ISSB

S1 General Requirements S2 Climate Disclosures

Includes industry-based 
disclosures

• Governance
• Strategy
• Risk management 
• Metrics and targets

IASB or other GAAP

ISSB

Jurisdictional initiatives and/or GRI

In
ve

st
o

r
fo

cu
s

M
u

lt
i

Source: ISSB’s April 2022 webinar

connected
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Impact on the financial statements

Sustainability reporting

Financial statements

Goodwill

Rehabilitation

Debt

Insurance recoveries 

Inventory

Property plant and equipment

Financial and 
operational impact

Costs

Capital

Impairments

Forecasting

Decommissioning 

Climate related matters
Weather

Raw material 
cost

Litigation

Energy
sources

Customer preferences
and demands

Greenhouse
gas

emissions
Green financing 

Consumer 
demands

Tax
Litigation

Financial instruments

Expected credit losses

Regulations

Product Energy mix

substitution 

Insurance 
premiums
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Deloitte.com\clarity in financial reporting

Resources

https://www2.deloitte.com/au/en/pages/audit/articles/clarity-financial-reporting.html
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Questions & 
Answers
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