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[bookmark: INDEXPurposeAndReview][bookmark: _Toc226532724]Purpose and overview
This document provides a summary of the key changes that have been made to the Tier 1 Model for the 2025‑26 financial year. 
Overall, there have been no substantive changes to the Tier 1 Model. There have been some relatively minor updates made to the Report of Operations, which now incorporates the following:
Updated guidance and illustration to provide further clarity on the selection of symbols when reporting progress towards achieving department objectives
Updated illustration on the disclosure of reviews and studies expenditure to more closely align with the information detailed in the Financial and Performance Outcomes Public Accounts and Estimates (PAEC) questionnaire.
The associated illustrations and guidance in the Model Financial Statements have been updated to reflect a change in accounting policy from the revaluation model to the cost model for the subsequent measurement of right-of-use assets arising from market leases. This change comes in effect for reporting periods ending on or after 30 June 2026, in accordance with the updated requirements under FRD 104 Leases.
Selected areas of the Financial Statements have also been updated to improve user experience and accessibility as part of the streamlining process. 
Refer to tables below for a more detailed breakdown which has been categorised into three different sections (Report of Operations, Financial Statements and other general changes) noting that minor typographical changes have not been included.


[bookmark: _Toc226532725]Changes made to the Model Report of Operations (Part 1)
	Subject matter
	Source of change
	Summary of changes to the relevant sections in the Model Report of Operations
	Page reference

	Year in review (overview)
	General improvements
	Updated guidance to clarify that entities subject to a section 53 determination under the Financial Management Act 1994 are required to identify all consolidated entities, at the outset of its Report of Operations.
These updates have also been reflected in FRD 22 Standard disclosures in the Report of Operations.
	p.12 

	Reporting progress towards achieving department objectives 
	General improvements
	Updated guidance and illustration to provide further clarity on the selection of symbols to represent performance results, and the presentation format departments may use to disclose key initiatives and/or projects that contributed to changes in objective targets or performance measures. 
	p.17–27 

	Local Jobs First
	The Local Jobs First Act 2003
	Updated illustration in line with updates to the legislation.
	p.56 

	Reviews and studies expenditure
	General improvements
	Updated guidance and illustration to more closely align with the information detailed in the Financial and Performance Outcomes PAEC Questionnaire on reviews and studies undertaken.
These updates have also been reflected in FRD 22 Standard disclosures in the Report of Operations.
	p.62–63 

	Freedom of Information (FOI)
	General improvements
	Updated illustration to outline the amended application fee and the reporting of FOI statistics/timeliness.
	p.66–67 

	Compliance with the Building Act 1993
	General improvements
	Updated guidance following the conclusion of Victorian Building Authority’s role (now the Building and Plumbing Commission) in the Statewide Cladding Audit with the removal of paragraph on audit of government‑owned and lease buildings for the presence of combustible cladding which is no longer relevant.
	p.68 

	Competitive neutrality policy
	The Intergovernmental Agreement on National Competition Policy (the Policy)
	Updated guidance and illustration to reflect updates to the Policy and its wording on competitive neutrality.
These updates have also been reflected in FRD 22 Standard disclosures in the Report of Operations.
	p.68–69 

	Disclosure of emergency procurement
	General improvements
	Updated guidance and illustration to provide further clarity on the nature of emergencies to be disclosed under the emergency procurement policy.
	p.74-75

	Disclosure of social procurement activities under the Social Procurement Framework
	General improvements
	Updated guidance to reference the Buying for Victoria website to access Social Procurement Framework guidelines on measurement and reporting.
	p.78 

	Reporting of environmental data
	General improvements
	Updated illustration in line with expected progress in reducing environmental impacts in support of government climate change and energy policies. 
There have been no changes to the existing requirements in FRD 24 Reporting of environmental data by government entities. 
	p.79–93 



[bookmark: _Toc226532726]Changes made to the Model Financial Statements (Part 2)
	Subject matter
	Source of change
	Summary of changes to the relevant sections in the Model Financial Statements
	Page reference

	Declaration in the financial statements
	Amendment of the Financial Management Act 1994
	Updated guidance to require a Minister who intends to abolish a body to consult with the Minister for Finance, and added reference to the SRIMS website for the transitional arrangements on the abolishment of entities.
	p.6 

	Property, plant and equipment
Leases
Fair value determination: Non-financial physical assets
Changes in accounting policy
	Change in accounting policy from the revaluation model to the cost model for the subsequent measurement of right-of-use assets arising from market leases
	Updated guidance and illustration due to the amendments to FRD 104 Leases, including updates to figures and addition of footnote to tables 5.1, 5.1.1, 5.1.4, 8.3.2 and reconciliation of Level 3 fair value movements table.
Addition of changes in accounting policy illustration and updated guidance, including transitional requirements (Note 9.7).
	p.54–56
p.58, 60
p.93
p.129
p.135, 137
p.154, 156

	Financial guarantees
	General improvements
	Updated guidance and illustration to provide further clarity on the identification and treatment of financial guarantee contracts.
	p.83–84

	Financial instruments: Liquidity risk
	General improvements
	Updated illustration to reflect changes in the Government’s Fair Payment Policy of settling invoices.
	p.119

	Australian Accounting Standards issued that are not yet effective
	General improvements
AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors
	Addition of footnote to clarify that the disclosure on AASB 2022‑10 Amendments to Australian Accounting Standards – Fair Value Measurement of Non‑Financial Assets of Not‑for‑Profit Public Sector Entities is only relevant to entities that have not yet undertaken their scheduled formal revaluation, hence have not yet applied this Amendment and that FRD 103 Non‑financial physical assets applies over a five‑year revaluation cycle to 30 June 2029.
Updated illustration to incorporate the release of ED 338.
	p.168–169

	Other minor enhancements

	Comprehensive operating statement
	General improvements
	Updated guidance to provide further clarity on the disclosure requirements on total interest income from financial assets under AASB 1049 Whole of Government and General Government Sector Financial Reporting.
	p.10

	Balance sheet
	General improvements
	Removal of footnote on the disclosure of grant of a right to the operator liability from the ‘Payables’ and ‘Other liabilities’ line‑items, which was a change made in the previous edition and no longer relevant in this edition.
	p.11

	Sale of goods and services
	General improvements
	Updated illustration on performance obligations and revenue recognition policies; and removal of sentence on the adoption of AASB 15 which is no longer relevant.
	p.26–27

	Income from transactions
	General improvements
	Removal of references to the DTF website on position papers for AASB 15 and AASB 1058 from the guidance as this is available in Part 3 of the Tier 1 Model.
	p.29

	Employee benefits in the balance sheet
	General improvements 
	Removal of ‘as part of the employee benefit provision’ from the illustration to clarify that the provision for employee entitlements only covers annual leave, long service leave and associated on‑costs.
	p.34

	Grant expenses
	General improvements
	Removal of ‘AASB Framework paragraph 83’ reference which is no longer relevant.
	p.38

	Restructuring of administrative arrangements
	General improvements
	Updated extract of an administrative order from the Victoria Government Gazette to the guidance.
	p.53

	Property, plant and equipment
	General improvements
	Addition of footnote to clarify assets under construction in line with update to FRD 103.
	p.54

	Investment properties
	General improvements
	Updated guidance to remove the disclosure requirements on instances where an entity is unable to reliably determine the fair value of an investment property and requirements on reconciling net exchange differences as part of streamlining the Model.
	p.61–62

	Intangible assets
	General improvements
	Updated guidance to remove the disclosure requirements on intangible assets acquired by way of government grant and initially recognised at fair value and assets revalued using the revaluation model as part of streamlining the Model.
	p.67

	Receivables
	General improvements
	Updated guidance to remove the flowchart on the derecognition of financial assets; disclosures for transferred assets that are not derecognised in entirety and the allocation of the transaction price to remaining performance obligations as part of streamlining the Model.
	p.80–81

	Inventories
	General improvements
	Updated guidance with the specific details on some of the disclosure requirements replaced with section references from the relevant Standard as part of streamlining the Model.
	p.85

	Commitments for expenditure
	General improvements
	Updated guidance to provide greater clarity on the disclosure requirements on uncommissioned SCAs.
	p.101

	Financial instruments
	General improvements
	Updated guidance on the reclassification of financial assets, with the specific details on the disclosure requirements replaced with section references from the relevant Standard as part of streamlining the Model.
	p.109-110

	Financial risk management objectives and policies
Market risk disclosures
	General improvements
	Updated guidance and illustration to remove areas of duplication on the disclosure requirements which are covered in other sections of the Model. 
	p.115
p.125–126

	Credit risk disclosures
Liquidity risk disclosures
	General improvements
	Updated guidance to remove disclosure requirements on non‑routine transactions such as collateral and other credit enhancements, with the specific details on the disclosure requirements replaced with section references from the relevant Standard as part of streamlining the Model.
	p.118–119
p.120

	Assets received as collateral
	General improvements
	This section has been removed as part of streamlining the Model.
	p.119

	Fair value determination of financial assets and liabilities
Fair value determination: Non‑financial physical assets
	General improvements
	Updated guidance to remove areas of duplication on the disclosure requirements which are covered in other sections of the Model such as on fair value level 3 disclosures, as well as the additional disclosure requirements for non‑routine transactions.
	p.134
p.139–141

	Biological assets
	General improvements
	Updated guidance to remove references to circumstances where market determined prices or values may not be available, as part of streamlining the Model.
	p.142

	Discontinued operations and non‑current assets held for sale
	General improvements
	Updated guidance to remove areas of duplication with other sections in the Model in relation to fair value measurement for non‑financial physical assets classified as held for sale. The disclosure requirements on discontinued operations and administered activity classified as held for sale have also been removed as part of streamlining the Model.
	p.149

	Reserves
	General improvements
	Removal of references to the amending standard AASB 2009‑6 Amendments to Australian Accounting Standards from the guidance as this is no longer relevant.
	p.150



[bookmark: _Toc226532727]Other general changes made throughout the Tier 1 Model 
	Subject matter
	Source of change
	Summary of changes made throughout the Tier 1 Model
	Page reference

	Enhanced guidance
	General improvements 
	Editorial changes and updates to the phrasing and structure of sentences/paragraphs have been made to improve the guidance material throughout the Model Report, including the following:
References to ‘significant accounting policy’ updated to ‘material accounting policies’
References to ‘fair value through net result’ in relation to financial instruments updated to ‘fair value through profit or loss’
	Whole Model
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