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Example disclosures 
Cloud computing arrangements are ones in which a customer does not have 
possession of the underlying software.  Rather, the customer accesses and uses 
the software on an as-needed basis – for example, over the internet.  Cloud 
computing arrangements are sometimes referred to Software as a Service (SaaS), 
infrastructure as a service or hosting arrangements.   

21RU-005 Cloud computing arrangement costs - Updated discussed how an 
entity which incurs cloud computing arrangement costs, including implementation 
costs, may account for those costs – i.e. capitalise or expense.   

The IFRS® Interpretations Committee (IFRIC) has issued two final agenda 
decisions on cloud computing arrangements.  The March 2019 decision considers 
whether a customer receives a software asset at the contract commencement 
date or a service over the contract term.  The April 2021 decision builds on the 
2019 decision and considers how a customer accounts for configuration or 
customisation costs where an intangible asset is not recognised. 

IFRIC agenda decisions are a way of making a statement about why a change of 
an existing IFRS® Standard requirement or an interpretation of that requirement is 
not necessary.  As a result, final agenda decisions form part of IFRS® guidance. 
They must be followed in order to claim compliance with IFRS® Standards.   

Remember any changes resulting from agenda decisions would be accounted for 
as a change in accounting policy in accordance with IAS 8 Accounting Policies, 
Changes in Accounting Estimates and Errors, i.e. it is to be applied 
retrospectively.  Appropriate disclosures of the change are required by IAS 8.   

This Reporting Update provides the following example disclosures: 

• Appendix 1 – where an entity has changed its accounting policy to 
implement the IFRIC final agenda decisions in its 2021 financial statements – 
for example, 30 June 2021.   

• Appendix 2 – where an entity is unable to adopt the IFRIC final agenda 
decisions before finalising its 2021 financial statements.   

https://home.kpmg/au/en/home/insights/2021/01/21ru-005-cloud-computing-arrangement-costs.html
https://www.ifrs.org/content/dam/ifrs/supporting-implementation/agenda-decisions/ias38-customers-right-to-receive-access-to-the-suppliers-software-hosted-on-the-cloud-mar-19.pdf
https://www.ifrs.org/content/dam/ifrs/project/configuration-or-customisation-costs-in-a-cloud-computing-arrangement/configuration-or-customisation-costs-in-a-cloud-computing-arrangement-mar-21.pdf
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Adopt in a timely manner 

 

 

 

 

Timing of adoption 

The IASB® Board (Board) expects entities to implement accounting policy 
changes in a timely manner if their policies are inconsistent with an agenda 
decision.  The Board is now formally involved in the finalisation of agenda 
decisions.  Agenda decisions cannot add or change requirements in IFRS 
Standards, but rather aim to improve consistency in their application.   

If you are unable to adopt the April 2021 agenda decision before you finalise your 
next financial statements (say because of the complexity and volume of costs 
incurred) please engage in discussion with your auditors.   
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Appendix 1 – Example disclosure when change accounting policy 
Significant accounting policies 

Existing policy 

You will need to review the wording of the accounting policy that was in your prior year financial statements 
to determine if any revision is required.   

If we take the working used in KPMG’s Example Public: 

 
Based on the above no amendments would be required.   
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Additional policy 

Software-as-a-Service (SaaS) arrangements 

SaaS arrangements are service contracts providing the [Group/Company] with the right to access the cloud 
provider’s application software over the contract period.  As such the [Group/Company] does not receive a 
software intangible asset at the contract commencement date.  [A right to receive future access to the 
supplier’s software does not, at the contract commencement date, give the customer the power to obtain 
the future economic benefits flowing from the software itself and to restrict others’ access to those 
benefits.]   

The following outlines the accounting treatment of costs incurred in relation to SaaS arrangements:  

[tailor the table below for your client’s facts and circumstances] 

Recognise as an operating expense over the 
term of the service contract 
 

• Fee for use of application software 

• Customisation costs 

Recognise as an operating expense as the 
service is received 
 

• Configuration costs 

• Data conversion and migration costs 

• Testing costs 

• Training costs 

 
Costs incurred for the development of software code that enhances or modifies, or creates additional 
capability to, existing on-premise systems and meets the definition of and recognition criteria for an 
intangible asset are recognised as intangible software assets.  Refer to [Note Z] for an outline of accounting 
for intangible assets.   

Key judgements in applying the entity’s accounting policies 

Depending on the significance of SaaS arrangement costs to your entity you may need to consider 
disclosing key judgements required by AASB 101 Presentation of Financial Statements paragraph 122.   

In preparing these consolidated financial statements, management has made judgements and estimates 
that affect the application of the [Group’s/Company’s] accounting policies and the reported amounts of 
assets, liabilities, income and expenses.  Actual results may differ from these estimates.   

Estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to estimates are 
recognised prospectively. 

Software-as-a-Service (SaaS) arrangements 

[Note Z] describes the entity’s accounting policy in respect of configuration and customisation costs 
incurred in implementing SaaS arrangements.  In applying the entity’s accounting policy, the directors made 
the following key judgements that may have the most significant effect on the amounts recognised in 
financial statements.   

Determination whether configuration and customisation services are distinct from the SaaS access  

Implementation costs including costs to configure or customise the cloud provider's application software 
are recognised as operating expenses when the services are received.   

Where the SaaS arrangement supplier provides both configuration and customisation services, judgement 
has been applied to determine whether each of these services are distinct or not from the underlying use of 
the SaaS application software.  Distinct configuration and customisation costs are expensed as incurred as 
the software is configured or customised (i.e. upfront).  Non-distinct configuration and customisation costs 
are expensed over the SaaS contract term.   
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Non-distinct customisation activities significantly enhance or modify a SaaS cloud-based application.  
Judgement has been applied in determining whether the degree of customisation and modification of the 
SaaS cloud-based application is significant or not.   

During the financial year, the [Group/Company] recognised $xxx (2019: $xxx) as prepayments in respect of 
configuration and customisation activities undertaken in implementing SaaS arrangements which are 
considered not to be distinct from the access to the SaaS application software over the contract term.   

Capitalisation of configuration and customisation costs in SaaS arrangements  

In implementing SaaS arrangements, the [Group/Company] has developed software code that either 
enhances, modifies or creates additional capability to the existing owned software.  This software is used to 
connect with the SaaS arrangement cloud-based application.   

Judgement has been applied in determining whether the changes to the owned software meets the 
definition of and recognition criteria for an intangible asset in accordance with AASB 138 Intangible Assets.   

During the financial year, the [Group/Company] recognised $xxx (2019: $xxx) as intangible assets in respect 
of customisation and configuration costs incurred in implementing SaaS arrangements.   

Changes to significant accounting policy 

Software-as-a-Service (SaaS) arrangements 

The International Financial Reporting Standards Interpretations Committee (IFRIC) has issued two final 
agenda decisions which impact SaaS arrangements: 

• Customer’s right to receive access to the supplier’s software hosted on the cloud (March 2019) – this 
decision considers whether a customer receives a software asset at the contract commencement date 
or a service over the contract term.   

• Configuration or customisation costs in a cloud computing arrangement (April 2021) – this decision 
discusses whether configuration or customisation expenditure relating to SaaS arrangements can be 
recognised as an intangible asset and if not, over what time period the expenditure is expensed.   

The [Group’s/Company’s] accounting policy has historically been to capitalise all costs related to SaaS 
arrangements as intangible assets in the Statement of Financial Position.  The adoption of the above agenda 
decisions has result in a reclassification of these intangible assets to either a prepaid asset in the Statement 
of Financial Position and/or recognition as an expense in the Statement of Comprehensive Income, 
impacting both the current and/or prior periods presented.   

The new accounting policy is presented in [Note Z].  
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Historical financial information has been restated to account for the impact of the change in accounting 
policy in relation to SaaS arrangements, as follows:  

Consolidated statement of financial position 

30 June 2020 
In thousands of $ 

As 
previously 
reported 

 
 

Adjustments 

 
As  

restated 

Prepayments    

Total current assets    

Prepayments    

Intangible assets    

Total non-current assets    

Total assets    

Net assets    

Retained earnings    

Total equity    

 
1 July 2019 
In thousands of $ 

As 
previously 
reported 

 
 

Adjustments 

 
As  

restated 

Prepayments    

Total current assets    

Prepayments    

Intangible assets    

Total non-current assets    

Total assets    

Net assets    

Retained earnings    

Total equity    
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Consolidated statement of comprehensive income 

Year ended 30 June 2020 
In thousands of $ 

As 
previously 
reported 

 
 

Adjustments 

 
As  

restated 

IT expenses 1    

Depreciation and amortisation 1    

Profit before tax    

Income tax expense    

Profit for year    

Total comprehensive income for year    

Earnings per share    

Basic    

Diluted    

 
Note 1 – reflect the impacted line items in your statement of comprehensive income. 

Consolidated statement of cash flows 

Year ended 30 June 2020 
In thousands of $ 

As 
previously 
reported 

 
 

Adjustments 

 
As  

restated 

Payments to suppliers and employees 2    

Net cash from operation activities    

Payments to acquire intangible assets 2    

Net cash used in investing activities    

 
Note 2 – reflect the impacted line items in your statement of cash flows. 
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Appendix 2 - Example disclosure when unable to adopt 
International Financial Reporting Standards Interpretations Committee final agenda 
decisions not yet adopted 

In April 2021, the International Financial Reporting Standards Interpretations Committee (IFRIC) issued a 
final agenda decision, Configuration or customisation costs in a cloud computing arrangement.  The 
decision discusses whether configuration or customisation expenditure relating to cloud computing 
arrangements is able to be recognised as an intangible asset and if not, over what time period the 
expenditure is expensed.   

The [Group’s/Company’s] accounting policy has historically been to capitalise all costs related to cloud 
computing arrangements as intangible assets in the Statement of Financial Position.  The adoption of this 
agenda decision could result in a reclassification of these intangible assets to either a prepaid asset in the 
Statement of Financial Position and/or recognition as an expense in the Statement of Comprehensive 
Income, impacting both the current and/or prior periods presented.   

[tailor the above for your client’s facts and circumstances] 

As at [Balance date]: 

• The [Group/Company] has not adopted this IFRIC agenda decision.  The impact of the change is not 
reasonably estimable as the [Group/Company] has yet to [commence/complete] its assessment of the 
impact of the IFRIC agenda decision.  The [Group/Company] expects to adopt this IFRIC agenda 
decision in its [annual/ half year] financial statements ending on [Balance date]. 

• [Intangible assets relating to cloud computing arrangements of $xxx have been capitalised on the 
Statement of Financial Position and are/will be subject to this detailed assessment.] 

• [The [Group’s/Company’s] preliminary analysis indicates that the impact is not material.] 

 


	Reporting Update (RU) background information



