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Aged Care Providers Are 
Used To Dealing With 
Acronyms – Now They  
Have A New One To Learn.
What do you need to consider when one of the main revenue streams for your business 
changes? That’s exactly what Australian Government funded Residential Aged Care 
providers should be contemplating right now. Providers will cease getting Federal care 
subsidy payments for consumers in Residential Aged Care under the Aged Care Funding 
Instrument (ACFI) framework on 30 September 2022. Subsidy payments under the 
Australian National Aged Care Classification (AN-ACC) framework will then commence.
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WELCOME TO 
THE SPRING 
EDITION OF 
CLARITY

Welcome to our SPRING 2021 edition of Clarity. Our aim is to deliver greater 
clarity and understanding to our clients on the current and emerging accounting 
and audit issues. We also look to provide thought leadership, and share our 
knowledge and expertise, in areas that will solve problems and create solutions 
for clients. We hope you find this edition of value and please feel free to contact 
your local Audit and Assurance Partners for any further assistance.

What is AN-ACC and how is it 
different?
Unlike ACFI, which only references the 
needs of a Resident, AN-ACC has three 
distinct funding components, which 
consider:

1    The costs relating to a Resident’s 
individual care requirements

2    The shared or fixed costs that benefit  
all Residents within the home

3    The one-off or initial costs associated 
with a consumer entering the 
Residential Aged Care system for the 
first time.

The AN-ACC assessment will be completed 
by an independent external assessor and is 
for funding purposes only. Care staff within a 
Residential Aged Care home will only assess 
a Resident for care planning purposes.

The Australian Government is currently 
running a shadow assessment program, 
where independent assessors will visit 
all Residential Aged Care homes. These 
assessments will determine the variable 

component of AN-ACC for each Resident, 
to be paid from 1 October 2022, with ACFI 
ceasing at this time. The Government will be 
modelling this data in the interim to finalise 
the exact funding rates that will be paid to 
each provider.

Now is not the time for Residential Aged 
Care providers to get complacent with ACFI 
however, remember this will remain the basis 
for funding for the next 12 months, and 
whilst assessment processes are changing, 
comprehensive clinical documentation will 
help ensure that a Resident is assessed 
accurately and supports the funding 
outcome.

What are some opportunities?
•   Greater levels of funding certainty and less 

variability when Residents change.

•   No more validations or downgrades. 
Unlike ACFI, a Resident’s funding will 
not be reassessed unless their care 
needs increase. Providers will have no 
disincentive when considering innovative 
and restorative care practices.

“Now is not the time 

for Residential Aged 

Care providers to get 

complacent with ACFI 

however, remember this 

will remain the basis 

for funding for the next 

12 months, and whilst 

assessment processes are 

changing, comprehensive 

clinical documentation 

will help ensure that a 

Resident is assessed 

accurately and supports 

the funding outcome.”
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•
•

“With “more time” now available for care planning, it’s likely  
the Resident, their family and the Aged Care Quality and  
Safety Commission will have a high level of expectation,  

more so than ever before.” 

••



What are some risks?
•   Will I get more funding or less 

than I do now? Is there a financial 
discrepancy with the needs identified 
in the funding assessment versus the 
care planning assessment?

•   With “more time” now available for 
care planning, it’s likely the Resident, 
their family and the Aged Care 
Quality and Safety Commission will 
have a high level of expectation, 
more so than ever before. 

What else should I be considering 
now?
•   Do any of your critical reporting 

indicators need to change, 
operationally or to the Board?

•   What are your current costs? Are 
they fixed or variable depending on 
individual Resident care needs?

•   What IT systems (including excel 
models) rely on ACFI data now? How 
will they need to be updated? Does 
this impact on your IT roadmap?

•   How will you consider the 
changing rostering requirements 
that come from an individual’s 
AN-ACC assessment? Will you 
be able to automate/integrate the 
requirements? How will you meet the 
new reporting requirements on care 
hours?

•   What policies and procedures 
will need to be updated? What 
education and training will your staff 
need and how can it be provided 
to them within the next 12 months? 
What will you do with your current 
ACFI Specialists?

•   Does this change allow you to 
reconsider your Service Delivery in 
any way?

PKF Audit & Assurance are positioned 
to help you develop an AN-ACC 
Transition Plan and can help you to 
further consider all of the points raised 
above. We can assist you to identify 
your current cost and staffing profile 
and to consider any gaps. We can 
assist you with strategic considerations, 
including Service Delivery, IT 
Infrastructure or delivery of other valued 
services to support a sound AN-ACC 
transition. I

3  SPRING  I  CLARITY  



Hayley Keagan
Technical Director
PKF Sydney & Newcastle
hkeagan@pkf.com.au

“Recently, the IFRS 

Interpretations Committee 

(IFRIC) has released 

decisions regarding 

the treatment of costs 

associated with SaaS 

agreements, to clarify the 

accounting associated 

with this style of 

arrangement.”

Are You In Control Of 
Your Cloud Computing 
Arrangements?
With the increasing popularity of cloud-based computer services, it is now time to 
consider a shift from regular purchase or lease transaction services to a cloud-based 
software agreement “Software as a Service”, likely known as SaaS.  

Recently, the IFRS Interpretations Committee 
(IFRIC) has released decisions regarding 
the treatment of costs associated with 
SaaS agreements, to clarify the accounting 
associated with this style of arrangement. In 
particular, the related costs of configuration 
or customisation of the software that are able 
to be capitalised.

The IFRIC decision outlines that where the 
software being configured or customised 
is not an asset of the business, the costs 
generally cannot be capitalised. Whether 
 the costs can be capitalised will depend  
on whether an intangible asset exists as  
per the requirements of AASB 138: 
‘Intangible Assets’. 

AASB 138, allows recognition of intangible 
assets where the business has ‘the power  
to obtain the future economic benefits 
flowing from the underlying resource and 
to restrict the access of others to those 
benefits’ (Paragraph 13 of AASB 138). 

So, how do you determine this?
•   The first step would be to identify the 

potential asset. Sometimes costs can 
relate to the cloud-based software 
and in other circumstances it may be 
possible that costs have been incurred in 
creating other software such as bridging 
applications.

•   The second step would be to identify 
any contractual terms that demonstrate 
your business owns that software. These 
terms should ideally be in the agreement 
for them to be enforceable, or in the case 
of internally generated software, exclusive 
access to the software code.

•   Finally, it is important to assess the costs 
associated with the identified intangible 
asset. AASB 138 has stringent rules 
regarding what can and cannot be 
capitalised when it comes to intangible 
assets, and if any costs cannot be fully 
demonstrated to be attributable to the 
asset, then they must be expensed. 

After this process, your business should have 
an understanding of what assets are able to 
be recognised and the costs associated with 
those assets.  

Any costs that are not able to be capitalised 
will need to be further analysed to identify 
the period in which they will be expensed. 
In most instances, this will be when the 
configuration and customisation services are 
performed. 

Potential impacts for future financial reports 
include:

•   Disclosures for a change in accounting 
policy;

•   Retrospective adjustment so that the 
expense is recorded in the correct year  
(or in some instances in retained  
earnings); and 

•   Inclusion of a third balance sheet, showing 
the opening balance of the earliest 
comparative period, being 1 July 2019. 

The rules for capitalising intangible assets are 
quite detailed and can be difficult to navigate. 
PKF have specialised staff on hand if you 
need help understanding the implications to 
your business. Please reach out to your local 
PKF Audit and Assurance team to  
learn more. I

•••
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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
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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12 to 18 months, 

AUSTRAC have 

repeatedly advised 

that they expect 

organisations  

to go through their 

Fintel Alliance and 

other publications with 

a ‘fine tooth comb’.” 
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With continuous investment into the effectiveness of their intelligence function, timely 
expert insights from The Australian Transaction Reports and Analysis Centre (AUSTRAC), 
seek to provide much needed knowledge surrounding the prevention, detection, and 
disruption of Money-Laundering and Terrorism-Finance (ML/TF) risk.  

Within the last 12 to 18 months, AUSTRAC 
have repeatedly advised that they expect 
organisations to go through their Fintel Alliance 
and other publications with a ‘fine tooth 
comb’. This includes making changes to their 
ML/TF controls as appropriate, and within a 
reasonable timeframe. 

Recent publications from AUSTRAC include: 

•  ML/TF risk assessments by sector;

•   Guidance for submitting more effective 
Suspicious Matter Reports (SMR);

•   Financial Crimes guide with typologies, 
to help with prevention and detection of 
potential NDIS fraud; and

•   Enhanced guidance and scenarios to 
help identify potential gaps in Customer 
Identification and Due Diligence Procedures.

What should you do to ensure 
compliance?
We continue to encourage our clients to ensure 
that they have a documented, succinct, and 
effective procedure in place to monitor, assess 
and action information received, inclusive 
of typologies, ML/TF thematic reviews, and 
industry guides. 

Many entities provide evidence of regulatory 
feedback being assessed and actioned 
through stakeholder interviews, board/senior 
management meeting minutes, internal 
communications and training packs. 

In addition, we would suggest that entities 
(if they have not already done so) develop 
a succinct and effective procedure to 
demonstrate compliance. 

Procedures once developed, should include:

•   Controls to mitigate existing key person 
reliance;

•   A consolidated register that can be reviewed 
for completeness and assurance;

•   A prompt to trigger review and enhancement 
of the ML/TF risk assessment; and

•   How the organisation will review changes 
made to ensure they adequately address  
the intended risk(s).

With AUSTRAC’s sophisticated real time  
data monitoring and analytics capabilities,  
it is important that those providing designated 
services can demonstrate understanding and 
awareness of how their organisation has used 
regulatory and industry intelligence to enhance 
their ML/TF controls. 

AUSTRAC have advised that in response 
to the November 2019 Fintel Alliance 
report, detailing typologies associated with 
Child Exploitation, they observed a three-
fold increase in reported suspicious activity 
referencing transactions of concern. 

In addition to being familiar with this publication, 
would your Board and Senior Management 
have a high-level understanding of the control 
enhancements that were made within your 
organisation, and their effectiveness? 

If your answer to the above is no, the team at 
PKF can provide you with expert AML/CTF 
advice and support to deliver you a tailor-made, 
independent and effective review or advisory 
service that will provide your organisation with 
an accurate view of current state, along with 
value-add enhancement suggestions to help 
drive continued framework maturity, post our 
involvement. I

Intelligence Rises At AUSTRAC

•

https://www.austrac.gov.au/business/updates?page=2
https://www.austrac.gov.au/sites/default/files/2019-11/Fintel%20Alliance%20-%20Indicators%20report%20-%20Combating%20sexual%20exploitation%20of%20children.pdf
https://www.austrac.gov.au/sites/default/files/2019-11/Fintel%20Alliance%20-%20Indicators%20report%20-%20Combating%20sexual%20exploitation%20of%20children.pdf


What Future For Bed Licences?
Changes within the Aged Care industry are not hard to come by, with more plans in the 
coming years set to change the way bed licences are managed for providers. 

Tinashe Harris
Partner 
PKF Tamworth
tharris@pkf.com.au

“After 1st July 2024, 

Aged Care providers  

will no longer have a right  

to funding based on  

bed licences.”
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••

The Aged Care industry has received 
substantial scrutiny in the past decade, 
gradually shifting towards a greater ‘customer 
service centric’ approach, this including many 
significant milestones:

Round (ACAR) and, which consequently, may 
result in the discontinuation of bed licences.

Bed licences were initially allocated by the 
Government, and as such did not have a 
cost base. However, upon the introduction 
of IFRS/AASB many Aged Care facilities had 
to interpret if bed licences were intangible 
assets. AASB 138 Intangible Assets, provides 
that intangible assets can be measured 
using either the cost model (from a previous 
acquisition) or the revaluation model, 
and these can have a finite or infinite life. 
Recording bed licences at fair value has been 
a contentious issue over the years, with some 
arguing the bed licences are homogeneous 
and there is an active market.  

From 1 July 2024, approved Aged Care 
providers will likely no longer be restricted by 
the number of bed licences allocated through 
the ACAR, but rather be able to make more 
independent business decisions about 
adjusting and expanding their service offering 
to better meet demand. 

Essentially, after 1 July 2024, Aged Care 
providers will no longer have a right to funding 
based on bed licences. This may impact the 
value of bed licences for Aged Care providers 
who include them as intangible assets on 
their Statement of Financial Position. It is 
currently highly probable that the licences  
can no-longer have an indefinite useful life as 
there is an apparent looming expiry date of  
30 June 2023. Such Aged Care providers 
should consider the following:

•   Bed licences carried at cost should have 
their useful lives reassessed if they were 
previously considered to have an indefinite 
useful life. It is likely these will have to be 
amortised to 30 June 2023.

•   Bed licences carried at fair value should 
have the cashflows available for the next 
three years assessed, given the probability 
that licences will no longer be able to 
generate cash flows after 2023.

These changes should not impact the overall 
viability of the Aged Care sector since this 
does not change businesses cash flows and 
their ability to continue as a going concern. 

Do you need help preparing for the new 
changes? Contact our specialist Aged Care 
team at PKF. I

Ushered in the beginning 
of significant changes 
with the effective start to 
consumer directed care 
in Home and Community 
Care; 

Tighter asset and 
income criteria 
(in both in-home 
and refundable 
accommodation 
contributions) were 
established;

All in-home/
community 
funding care to be 
consumer directed; 
and   

The Royal Commission 
into Aged Care Quality 
and Safety (the ‘Royal 
Commission’).
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The Royal Commission has been a real 
legislative game-changer, catapulting 
increased compliance and quality standards 
on those charged with governance. This 
included the Australian Government 
Department of Health announcing a new 
Aged Care system, effective from 1 July 2024, 
which discontinues the Aged Care Approvals 



“In our experience, 

not many organisations 

are aware of the new 

model and still refer  

to the Three Lines  

of Defence Model.  

Few have formally 

reviewed the new 

Three Lines Model  

and considered  

its implications. ”
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As we hit the 12 month mark, since the The Institute of Internal Auditors’ (IIA) release of 
the revised ‘Three Lines of Defence’, have you examined how the updated ‘Three Lines 
Model’, may effect your business? 

Three Lines Model – No Longer  
A Defence

••
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GOVERNING BODY 
Accountability to stakeholders for organizational oversight 

MANAGEMENT 
Actions (including managing risk) to 

achieve organizational objectives 

INTERNAL AUDIT 
Independent assurance 

First line roles: 
Provision of 

products/services  
to clients;  

managing risk 

Second line roles: 
Expertise, support, 

monitoring and 
challenge on  

risk-related matters 

Third line roles: 
Independent and 

objective assurance 
and advice on all 
matters related to 
the achievement  

of objectives 

Governing body roles: integrity, leadership, and transparency 
 

KEY:
Accountability, 
reporting

Delegation, 
direction, 
resources, 
oversight

Alignment, 
communication, 
coordination, 
collaboration

 

The IIA’s Three Lines Model Key

The objective of the new Three Lines Model is 
to help organisations identify and implement 
structures and processes that assist in the 
achievement of organisational objectives 
and facilitate strong governance and risk 
management. 

So what has changed, and what are 
the potential implications of these 
changes?
•   Removal of ‘defence’ from the title – This 

shifts the emphasis from value protection 
and risk-reduction, to value creation and 
contribution to the achievement of strategic 
objectives. 

•   More principles-based – The new model is 
supported by six principles: Governance; 
Governing body roles; Management and 
first and second line roles; third line roles; 
third line independence; and creating and 
protecting value.

•   Greater focus on the importance and role 
of governance – this is achieved via three 
components: View these here

•   Less prescriptive – The old model was 
prescriptive and rigid with regards to 
the silo structure and unique roles and 
responsibilities. The new model allows for 
greater flexibility such as the blending of first 
and second line roles. Further, the  
new model highlights the need for 
alignment, communication, coordination  
and collaboration across first, second  
and third line roles.

•   Promotes behaviours – The new model 
promotes the behaviours and decision 
making that underpin an appropriate  
and cohesive risk culture, a key focus  
for the regulators.

In our experience, not many organisations 
are aware of the new model and still refer to 
the Three Lines of Defence Model. Few have 
formally reviewed the new Three Lines Model 
and considered its implications. 

However, we do note with an ever-increasing 
focus on environmental, social and 
governance transparency across all industry 
groups, far more organisations are becoming 
increasingly aware of the benefits of, and need 
for, a Three Lines Model, as a key factor in the 
implementation of an effective governance 
model and risk management framework. 

Australian regulators have highlighted that 
clarity of responsibilities across the Three Lines 
Model is viewed as an important influencer on 
risk culture and staff risk understanding, across 
all levels of the organisation. 

Once effectively implemented, these 
models can allow business to demonstrate 
accountability in decision making, brings 
opportunity to implement desired risk-based 
culture outcomes, as well as, defining 
accepted behaviours within an organisation.

Get in contact with your local PKF Audit & 
Assurance team to learn more. I

•

https://www.iia.org.au/technical-resources/professionalGuidance/the-iia%27s-three-lines-model
https://www.iia.org.au/technical-resources/professionalGuidance/the-iia%27s-three-lines-model
https://pkf.com.au/insights/articles/three-lines-model-no-longer-a-defence/
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