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Corporate Australia has a tsunami of change coming its way in the form of new revenue, leases and financial 
instruments accounting standards. With this in mind, we trawled through the ASX 100’s most recent financial reports 
to see if companies are prepared for the most significant changes to accounting practices since the introduction of the 
IFRS global financial reporting regime in 2005. And the answer is...it’s difficult to tell. 

Despite encouragement from the regulator to provide meaningful detail on the expected impact of the new standards 
in financial report disclosures, less than 10% of companies indicated they’ve completed their impact assessment for 
each of the three standards. Given that two of the standards (financial instruments and revenue) come into effect on 
1 January 2018, investors and other financial report users may find it hard to make informed assessments on whether 
a company will be affected by the new standards, or what they’re doing to implement any changes. This is worrying 
because changes brought about by the new standards could could significantly affect a company’s reported profits, its 
net assets and its ability to pay dividends. 

Our findings on ‘expected impact’ highlight a lack of clarity or very little information, at least in financial report 
disclosures, around how corporate Australia is preparing for the new standards. For example, 64 companies indicated 
they did not expect the new revenue standard to have a material impact on their financial statements, despite only 
22 of these companies disclosing that they had actually completed their impact assessments or preliminary impact 
assessments. We found a similar situation for the new leases standard, in that 23 companies indicated they do not 
expect the standard to have a material impact on their financial statements despite only 5 disclosing that they’d 
completed their impact assessments or preliminary impact assessments. Have companies made sufficient progress in 
their transition projects to confidently make this assessment? 

It’s likely that many companies are further along with their implementation plans than they’ve disclosed, but it’s also 
likely that many have underestimated what’s required to adopt the revenue, leases and financial instruments standards. 
Our experience on numerous transition projects is that even companies with straightforward business models have 
discovered that once they get into the detail, the issues are complex, their reported results will be affected by the new 
standards’ requirements and they’ll need to make significant changes to their systems and processes. We’ve also seen 
a number of examples where the standards have not had a material impact, but where there has been considerable 
work required to get comfortable that this is the case.

The next reporting season will provide corporate Australia with a final opportunity to better communicate the impact of 
the new standards to stakeholders. We did find a number of companies that have made great progress in assessing 
the impact, so we have shared their disclosures in our report as inspiration. For boards and audit committees, now is 
the time to be ensuring that management teams have a robust implementation plan in place, that they have the right 
expertise and resources, and that the timeline is clear about when they will be able to quantify the impact of these new 
standards on reported results. 

Margot Le Bars
Partner, PwC
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The new standards and why they matter

The three new standards and the dates from which they need to be adopted are:
• AASB 9 Financial Instruments - 1 January 2018 
• AASB 15 Revenue from Contracts with Customers - 1 January 2018 
• AASB 16 Leases - 1 January 2019

This trinity of standards will affect the financial position and future profits of many Australian companies. They’ll affect 
revenue, which is typically the biggest number in a company’s profit and loss statement, as well as a significant number 
of other key metrics. And it’s not just Australian corporates that are grappling with the most significant changes to 
accounting practices we’ve seen for over a decade. Their equivalent versions will be applied in the world’s largest 
economies, most of which have adopted the International Financial Reporting Standards (IFRS) reporting regime. 
Already we’ve seen a number of companies highlight just how pervasive the impact of these standards can be. For 
example, UK manufacturer Rolls Royce reported that had they applied the new revenue model to their 2015 aerospace 
business, reported revenue would have been reduced by nearly 1 billion pounds, while their balance sheet would have 
been reduced by 3.5 billion pounds. There are other examples closer to home. When the National Australia Bank early 
adopted the new financial instruments standard, this resulted in an $831 million increase in ‘provisions for doubtful 
debts’, due to the changes in the way this number is now required to be calculated.

Background

We wanted to understand... 

...the impact of the new accounting standards on the ASX Top 100 
companies and the level of preparedness of those companies. With 
looming application dates, we think that companies should be reasonably 
well progressed by now with their assessments of the impact, particularly 
for AASB 9 and AASB 15. We would also expect companies to be making 
disclosures so that the market can assess the effect of the new standards 
on companies’ future financial statements.

We did this by... 

...studying the most recent financial report disclosures of the ASX Top 100 
companies.1

The 
research

We asked the following questions about each company’s disclosures on new standards implementation:

Has the company:
• assessed the impact of the new standards?
• disclosed any quantitative and/or qualitative information about the impact of the new accounting standard on 

future financial statements?
• disclosed if there’ll be any material impact on specific areas of the future financial statements?
• provided information on how it’s preparing for the new standards (i.e. plans and activities around transition 

projects)?
• given any information on what transition method they’ll adopt for each new standard?

While we were rigorous in ensuring we took a consistent approach to each company’s disclosures, judgement was 
required when interpreting certain disclosures.

1 We studied 97 of the ASX Top 100 companies (as of 29 August 2017).Two companies in the ASX 100 are foreign entities that prepare financial 
statements under US GAAP (i.e. rather than under IFRS). The remaining entity had just completed a merger in April 2017 and an annual report was 
not yet available. Of the 97 companies we examined, 60 had a financial year period ending in June 2017.
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Has the company assessed the impact of the new standards?1

FIGURE 1. Companies that have completed assessment of new standards

As we can see from the Figure 1, very few companies indicated they had completed their assessment of the impact of 
the new standards, with only 8 (9%) having indicated this for AASB 9, 6 (6%) for AASB 15 and 4 (4%) for AASB 16. 

FIGURE 2. Companies in the process of assessing potential impacts of new standards

Figure 2 shows that most of the companies indicated they are in the process of assessing potential impacts of the new 
standards, with 50 (57%) indicating this for AASB 9, 74 (76%) for AASB 15 and 74 (76%) for AASB 16.

1 For AASB 15 and AASB 16, the number of companies studied was 97. For AASB 9, 10 companies had early adopted the standard and were 
excluded, leaving us with data on 87 companies.

Key Findings
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FIGURE 3. Companies that did not indicate their progress in assessing the impact of new standards or that indicated 
they had not started the assessment

As shown by Figure 3, 29 companies (33%) did not provide any indication of their progress in assessing the impact 
of AASB 9, or indicated that they hadn’t started their assessment. For AASB 15, this was the case for 17 companies 
(18%), while for AASB 16 it was the case for 19 companies (20%). 

Finally, we looked at whether some industries appeared to be significantly more progressed than others in their 
assessment. There did not appear to be a trend in particular industries.

ASIC’s expectations on new standard disclosures

Accounting standards require that when a new accounting standard is released, companies must, in the period 
before adoption of the new standard, disclose any “known or reasonably estimable information” that is relevant to 
how that company assesses the possible impact of the new standard. ASIC also expects companies to disclose 
their progress on adopting new standards and to disclose sufficient information on the specific impact of the new 
accounting standards.This is so financial report users can fully understand the impact of the new standards on a 
company and make informed decisions.

ASIC has been reasonably specific on what it expects financial report disclosures to include regarding AASB 9, 15 
and 16.1 We’ve summarised the key elements as follows:

• Known or reasonably estimable information relevant to assessing the possible impact that adoption of the 
new standards will have on the future financial statements

• Quantitative information about the impact on the future financial statements
• How prepared a company is to transition to the new standards 
• The possible financial impact 
• Future impact in fundraising and other transaction documents

Given the financial instruments and revenue standards come into effect on 1 January 2018, ASIC’s view is that 
companies by now should have made significant progress on the assessment of potential impact of these standards 
on future financial statements, and have a clear plan for the transition and implementation.

The findings from this research, however, appear to show companies have more work to do. Less than 10% of 
companies have completed their assessment of new standards, no company provided any quantitative impact of the 
new revenue standard and over 85% did not reveal their proposed adoption methods for AASB 15 and AASB 16. 

ASIC recently re-emphasised that entities need to be prepared for the new standards and ready to disclose their 
impact on reported results.2

1 Source: Companies need to respond to major new accounting standards, ASIC media release 16-442MR, 16/12/16.

2 Source: ASIC calls on preparers to focus on financial report quality and new requirements, ASIC media release 17-423MR, 8/12/17.

http://asic.gov.au/about-asic/media-centre/find-a-media-release/2016-releases/16-442mr-companies-need-to-respond-to-major-new-accounting-standards/
http://asic.gov.au/about-asic/media-centre/find-a-media-release/2017-releases/17-423mr-asic-calls-on-preparers-to-focus-on-financial-report-quality-and-new-requirements/
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Has the company disclosed any quantitative and/or qualitative information about 
the impact of the new accounting standards on future financial statements?

We found that:
• For AASB 9, 4 companies provided a quantitative assessment of the potential impact 
• For AASB 15, no companies provided a quantitative assessment of the potential impact 
• For AASB 16, 32 companies provided quantitative information but 28 of these simply cross referenced to their 

existing operating lease commitments note.

A number of companies provided qualitative information about expected impact including disclosure around whether 
the company expects the impact to be material. A summary of these results is presented below.

FIGURE 4. Companies that provided disclosure on expected impact of AASB 9 on financial statements1

We can see from Figure 4 that 63 companies provided disclosure on their expectation of whether there would be an 
impact of AASB 9. Of those companies, 51 do not expect material impacts, and of those 51, 13 have indicated that they 
completed their assessments or their preliminary assessments.

FIGURE 5. Companies that provided disclosure on expected impact of AASB 15 on financial statements

What’s most interesting to note from Figure 5 is that while 63 companies (of the 74 that provided disclosures) disclosed 
that they do not expect AASB 15 adoption will have a material impact on their financial statements, only 22 indicated 
that they had completed their assessments or their preliminary assessments.

1 When compiling information on companies that provided disclosure on the expected impact of AASB 9 on financial statements, we only included 
data from 87 companies because 10 companies early adopted AASB 9.
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FIGURE 6. Companies that provided disclosure on expected impact of AASB 16 on financial statements

Similarly, Figure 6 shows that while 23 companies (of the 56 that provided disclosure) disclosed that they do not expect 
a material impact on the adoption of AASB 16, only 5 indicated that they had completed their assessments or their 
preliminary assessments. 

The question highlighted by Figures 4, 5 and 6 is whether companies have made sufficient progress in their transition 
projects to confidently make this assessment. It’s possible that companies have made more progress than their 
disclosures reveal, but there is the potential that as they complete their assessments, some unexpected outcomes 
could take companies and the market by surprise.
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Has the company disclosed if there will be any material impact on specific areas of 
the future financial statements 

In the reports we reviewed, companies provided very little tailored information on how the new standards might affect 
future financial statements. Companies tended to provide generic information about the new accounting standards 
(in particular AASB 9 and AASB 16) rather than specific detail of how the new requirements would relate to the 
company’s individual facts and circumstances. Again, the lack of specific detail indicates that companies may still have 
considerable work to do, or at least some improvements to be made, in what they are communicating to the market.

We were, however, able to glean some insights into how AASB 15 could affect future financial statements based on 
the disclosures of 25 of the 97 companies studied. We found meaningful information about the issues that either would 
have an impact or require further consideration when transitioning to the new revenue standard. We have grouped 
these impacts by industry in Figure 7:

FIGURE 7. Potential impacts of AASB 15 disclosed by companies

Industry Some examples of potential impact disclosed by companies studied

Utilities

• The definition of a contract with a customer
• Estimates and judgements in the unbilled revenue process
• Long-term gas sales agreements
• Upfront fees such as connection fees
• Customer acquisition costs such as sales commissions

Mining

• Construction contract costs incurred during the tender process may give rise to a reduction 
in net contract debtors since costs can only be capitalised if they are both expected to be 
recovered and either would not have been incurred if the contract had not been won or if 
they are intrinsic to the delivery of a project.

• Claims and variances from construction revenue may give rise to a reduction in net 
contract debtors since revenue can only be recognised when it is highly probable that a 
significant reversal of revenue will not happen.

• Different stages in mine development and production could represent separate 
performance obligations and may give rise to a change in the timing of revenue recognition 
that may be accelerated or deferred.

• Freight revenue is likely to be deferred under given shipping terms. 
Real estate • The timing of revenue and costs recognition on property development

Health

• The timing of revenue recognition (i.e. recognise revenue at a point in time or over time) 
may affect: 

 ◦ Surgical and non-surgical services
 ◦ Pathology service contracts
 ◦ Hospital management service fee income

Packaging

• Trading terms with customers that include bill and hold arrangements
• Pricing adjustment structures including volume rebates and discounts and payment of 

upfront contract incentives
• Consignment arrangements with customers and provisioning of other services

Oil and gas 
producers

• Production imbalances and consideration of the entitlements method versus sales method
• Take-or-pay contracts
• Gas balance arrangements
• Provisional pricing

Telecommunications

• Long-term contracts that provide bundle services (e.g. a bundle of hardware and services) 
are commonly provided by telecommunication entities. Entities can no longer combine 
these services for revenue recognition.

• It is common for a customer to receive discounts when purchasing a bundle of goods or 
services under a contract. Under AASB 15, entities will need to allocate the discounts to all 
performance obligations proportionally, unless the exception allocation criteria are met.

• Contracts with customers may include deferred payment terms (i.e. providing financing to 
customers). AASB 15 requires at contract inception an entity should separately account 
for a significant financing component and measure it using a discount rate that would be 
reflected in a separate financing transaction between the entity and the customer.



Is corporate Australia ready for major accounting changes? 10

Has the company provided information on how it’s preparing for the new standards 
(i.e. plans and activities around transition projects)?

Less than 30% of companies provided any detail about their transition projects (AASB 
9 = 19%, AASB 15 = 26%, AASB 16 = 25%), such as whether a project team had been 
established or plans on what area the company has focused on and what will be the focus 
while implementing the new standards. This percentage is low given ASIC has indicated it 
expects details, and that users of financial statements will likely want to know:
• whether the entity has enough resources to implement the new standards 
• whether the entity will be ready in time for implementation of the new standards, and 
• the main activities the entity is planning to do to implement the new standards 

successfully (eg. information systems that might be required to capture details of leases 
contracts needed to prepare financial statements).1

Has the company given any information on what transition method they’ll adopt 
for each new standard?

By now, companies should also be close to deciding the adoption method for the new 
standards, in particular for AASB 15, so that they are ready to prepare the comparative 
figures, if required. There are two options for transition to the revenue and leases standards: 
the full retrospective approach and the modified retrospective approach. Under the full 
retrospective approach, an entity is required to adjust figures for all prior periods presented 
in the year of adoption of the new standards, and thus requires additional work and effort. 
Under the modified retrospective approach, an entity will not need to restate comparative 
periods in the financial statements but will need to adjust the opening balance of retained 
earnings in the year of adoption. Regardless of which approach an entity will select, both 
approaches require significant effort to get the figures right. For the financial instruments 
standard, companies can either restate comparatives or not restate comparatives.

We found over 85% of companies (AASB 9 = 94%, AASB 15 = 93%, AASB 16 = 96%) did 
not give any indication of which adoption method they would use for AASB 9, AASB 15 and 
AASB 16. We’ve provided a breakdown for each of the standards below:

1 ASIC media release 16-442MR, Companies need to respond to major new accounting standards, 16 December 2016.

>85% 
of companies 

did not give any 
indication of which 
adoption method 

they would use for 
AASB 9, AASB 15 

and AASB 16.

4 companies indicated an adoption method for AASB 9. One company indicated it 
will restate comparatives and 3 companies will choose not to restate.AASB 9

11 companies indicated an adoption method for AASB 15. Eight of these expect 
to use the modified retrospective method and three companies indicated they 

are taking a fully-retrospective approach for AASB 15.  
AASB 15

7 companies indicated an adoption method for AASB 16, with 5 expecting to 
use the modified retrospective approach and 2 expecting to use the fully 

retrospective approach. 
AASB 16

<30% 
of companies 

provided any detail 
about their transition 

projects

http://asic.gov.au/about-asic/media-centre/find-a-media-release/2016-releases/16-442mr-companies-need-to-respond-to-major-new-accounting-standards/
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To give companies an idea of what a good disclosure looks like, we’ve included examples from AGL, CIMIC, Flight 
Centre, Rio Tinto and Telstra’s financial reports in an Appendix, along with a brief explanation of what they’re doing 
right. The disclosures include information such as:

• progress of the impact assessment 
• plans for implementing the new accounting standards such as transition project and focus area
• key areas that may be affected by the new accounting standards
• expected material or immaterial impact on the future financial statements 
• transition method chosen and its impact on the financial report, and
• any other tailored information that is meaningful for users. 

Examples of good disclosures

What makes a good disclosure?

Disclosure covers specific areas 
in financial statements that 
may be affected by the new 

accounting standards

Disclosure states how much 
progress has been made in 

assessing the impact of the new 
accounting standards on future 

financial statements

Disclosure covers how well 
the entity has prepared 

for implementing the new 
accounting standards, such 
as implementation plans or 

information about the transition 
projects put in place

Disclosure is tailored for a 
company’s specific facts and 

circumstances
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The biggest change to accounting standards in more than a decade is about to get very real for Australian companies. 
But this is more than a compliance exercise. Its an opportunity for companies to gain a deeper understanding of 
some of the most important elements of their business: their revenue and customer engagement process; the impact 
of financial risks and the volatility this creates in their earnings profile; and the levers involved in capital investment 
decisions. The question is whether Australian companies are ready for this change, and whether they will use this 
opportunity to enhance communication and transparency, and create shareholder value. 

If you’d like to have a conversation about how to get your transition plan back on track, please contact your usual PwC 
representative or one of the experts below.

What’s next?

Margot Le Bars
Partner
+61 (3) 8603 5371
margot.le.bars@pwc.com

Regina Fikkers
Partner
+61 (2) 8266 8350
regina.fikkers@pwc.com
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Appendix AGL

Information 
about 

transition 
project plan

Information 
about key 
focus area

AASB
9

AASB
9

Source: AGL Energy Limited, Annual Report 2017 (for 30/6/17 year end), pages 16-18. Accessed 7/12/17.

http://agl2017.reportonline.com.au/sites/agl2017.reportonline.com.au/files/full_financial_annual_report.pdf
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AGL

Information 
about transition 

project plan

Information 
about what the 

project team has 
done to date

Information 
about key focus 

area

AASB
15

AASB
15

AASB
15
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AGL

Information 
about transition 

project plan

Information 
about what the 

project team has 
done to date

Information 
about decisions 

made while 
transitioning

AASB
16

AASB
16

AASB
16
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CIMIC

Expected 
impact

Progress 
of impact 

assessment

AASB
9

AASB
15

AASB
15

Key area 
affected by the 

standard

Source: CIMIC Group Limited, 2016 Annual Report (for 31/12/16 year end), pages 178-179. Accessed 7/12/17.

https://www.cimic.com.au/__data/assets/pdf_file/0018/34623/FINAL-CIMIC-2016-ANNUAL-REPORT.pdf
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CIMIC

Tailored 
discussion to the 

entity

AASB
16
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AASB
15

AASB
15

Information 
about transition 

project plan

Information 
about what the 

project team has 
done to date

Progress 
of impact 

assessment

Flight Centre

Source: Flight Centre Travel Group, Annual Report 2017 (for 30/6/17 year end), pages 111-112.  Accessed 7/12/17.

http://www.fctgl.com/wp-content/uploads/2017/09/Flight-Centre-Travel-Group-Annual-Report-2017.pdf
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Progress 
of impact 

assessment

Flight Centre

AASB
15
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Rio Tinto

Progress 
of impact 

assessment

Information 
about whether 
impact will be 

material or 
immaterial

AASB
9

AASB
9

AASB
15

AASB
15

Source: Rio Tinto, 2016 Annual Report (for 31/12/16 year end), pages 116-117, Accessed 7/12/17.

http://www.riotinto.com/documents/RT_2016_Annual_report.pdf
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Rio Tinto

Progress 
of impact 

assessment

Transitional 
approach

AASB
15

AASB
16
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Progress 
of impact 

assessment

Information 
about whether 
impact will be 

material or 
immaterial

Example of 
expectation on 

specific area

AASB
9

AASB
15

AASB
15

AASB
15

Telstra

Source: Telstra, Telstra Annual Report 2017 (for 30/6/17 year end), pages 143-144. Accessed 7/12/17.

https://www.telstra.com.au/content/dam/tcom/about-us/investors/pdf-e/Annual-Report-2017.PDF
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Progress 
of impact 

assessment

Tailored 
information

Telstra

AASB
15

AASB
16

AASB
16
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This content is for general information purposes only, and should not be used as a substitute for consultation with professional advisors.
© 2017 PricewaterhouseCoopers. All rights reserved. PwC refers to the Australian member firm, and may sometimes refer to the PwC network.
Each member firm is a separate legal entity. Please see www.pwc.com/structure for further details. Liability limited by a scheme approved under 
Professional Standards Legislation.

http://www.pwc.com/structure
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