Group financial statements

Notes to the consolidated financial statements (continued)

46. Accounting standards and interpretations not effective at 30 June 2020

At the date of approval of the annual financial statements, the following new standards, interpretations and amendments that
apply to the Group were in issue but not yet effective:

Standard / interpretation

Reporting period
beginning on or
Description after

IAS 1: (Amendment to)
‘Presentation of financial
statements’ and

IAS 8: (Amendment to)
‘Accounting policies, changes
in accounting estimates and
errors’ on the definition of
material.

IFRS 3: (Amendment to)
‘Business combinations’

Definition of a business

IFRS 17: ‘Insurance contracts’

These amendments to IAS 1 and IAS 8 and consequential amendments 1 January 2020
to other IFRSs:
e use a consistent definition of materiality through IFRSs and the
Conceptual Framework for Financial Reporting;
e clarify the explanation of the definition of material; and
e incorporate some of the guidance in IAS 1 about immaterial
information.
The amended definition is:
“Information is material if omitting, misstating or obscuring it could
reasonably be expected to influence decisions that the primary users of
general purpose financial statements make on the basis of those financial
statements, which provide financial information about a specific reporting
entity.”
This amendment revises the definition of a business. According to 1 January 2020
feedback received by the IASB, application of the current guidance
is commonly thought to be too complex, and it results in too many
transactions qualifying as business combinations. More acquisitions are
likely to be accounted for as asset acquisitions.
To be considered a business, an acquisition would have to include an
input and a substantive process that together significantly contribute to
the ability to create outputs. The new guidance provides a framework to
evaluate when an input and a substantive process are present (including
for early stage companies that have not generated outputs). To be
a business without outputs, there will now need to be an organised
workforce.
The IASB issued IFRS 17, ‘Insurance contracts’, and thereby started a 1 January 2022
new epoch of accounting for insurers. Whereas the current standard,
IFRS 4, allows insurers to use their local GAAP, IFRS 17 defines clear and
consistent rules that will significantly increase the comparability of financial
statements. For insurers, the transition to IFRS 17 will have an impact on
financial statements and on key performance indicators.
Under IFRS 17, the general model requires entities to measure an
insurance contract at initial recognition at the total of the fulfiment cash
flows (comprising the estimated future cash flows, an adjustment to
reflect the time value of money and an explicit risk adjustment for non-
financial risk) and the contractual service margin. The fulfiiment cash flows
are remeasured on a current basis each reporting period. The unearned
profit (contractual service margin) is recognised over the coverage period.
Aside from this general model, the standard provides, as a simplification,
the premium allocation approach. This simplified approach is applicable
for certain types of contract, including those with a coverage period of
one year or less.
For insurance contracts with direct participation features, the variable fee
approach applies. The variable fee approach is a variation on the general
model. When applying the variable fee approach, the entity’s share of the
fair value changes of the underlying items is included in the contractual
service margin. As a consequence, the fair value changes are not
recognised in profit or loss in the period in which they occur but over the
remaining life of the contract.
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Notes to the consolidated financial statements (continued)

46. Accounting standards and interpretations not effective at 30 June 2020 (continued)

Standard / interpretation

Reporting period
beginning on or
Description after

IFRS 9: (Amendments to)
Financial Instruments;
IAS 39: (Amendments
to) Financial Instruments:
Recognition and
Measurement; and

IFRS 7: (Amendments
to) Financial Instruments:
Disclosure — Interest rate
benchmark reform

These amendments provide certain reliefs in connection with interest rate 1 January 2020
benchmark reform (IBOR). The reliefs relate to hedge accounting and

have the effect that IBOR should not generally cause hedge accounting

to terminate. However, any hedge ineffectiveness should continue to be

recorded in the income statement.
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