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INTRODUCTION
In this GAAP Alert, we draw your attention to the following developments:

· Amending Accounting Standard AASB 2006-2 (AASB 1)
· Consensus on Reassessment of Embedded Derivatives
· March FRC Decisions
· Legally-backed Auditing Standards Update

· AASB April Agenda
· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
AMENDING ACCOUNTING STANDARD AASB 2006-2 (AASB 1)

AASB released AASB 2006-2 ‘Amendments to Australian Accounting Standards’ that amends AASB 1 ‘First-time Adoption of Australian Equivalents to International Financial Reporting Standards’.  A not-for-profit public sector entity can only avail itself of this Standard to gain access to AASB 1 where it faces extreme difficulties in complying with certain AIFRSs and has identified non-compliance with previous GAAP in relation to those same difficulties.

The revised AASB 1 applies to annual reporting periods ending on or after 30 June 2006.  It may be applied to annual reporting periods beginning on or after 1 January 2005.

AASB 1 is amended by the inclusion of the following specific Australian paragraph.  In rare circumstances, a not-for-profit public sector entity may experience extreme difficulties in complying with the requirements of certain AIFRSs due to information deficiencies that have caused the entity to state non-compliance with previous GAAP.  In these cases, the conditions specified for the application of the Standard are satisfied provided the entity:

· Discloses in its first AIFRSs financial report: an explanation of information deficiencies and its strategy for rectifying those deficiencies; and the AIFRSs that have not been complied with; and

· Makes an explicit and unreserved statement of compliance with other AIFRSs for which there are no information deficiencies.

CONSENSUS ON REASSESSMENT OF EMBEDDED DERIVATIVES
The UIG reached a consensus on an Australian version of IFRIC Interpretation 9 ‘Reassessment of Embedded Derivatives’ that will be considered by the AASB at its April meeting for approval.  The Interpretation will apply to annual reporting periods beginning on or after 1 June 2006, and may be applied early to reporting periods beginning on or after 1 January 2005 but before 1 June 2006.

The Interpretation clarifies that an entity is required to reassess whether an embedded derivative should be accounted for separately from the host contract only when there is a change in the terms of the contract that significantly modifies the cash flows otherwise required.

The Interpretation also deals with the assessment of embedded derivatives for separation from the host contract when an entity first adopts AIFRSs.  The assessment is to be based on the conditions that existed at the inception of the contract unless there is a later reassessment date, in which case the assessment is made as at that date.

The UIG discussed issues associated with the IFRIC projects on service concession arrangements, and interim financial reporting and impairment.

MARCH FRC DECISIONS

The FRC at its 20 March meeting noted a progress report on the work being undertaken by Mr. Kevin Simpkins, who has been engaged to undertake research on the extent to which accounting standards can be made ‘sector neutral’.  The focus of the research is on sector neutrality in terms of the functions of entities rather than size.  Meetings with stakeholder groups are nearing completion.  Survey work across a range of overseas and international jurisdictions is being undertaken.  The final report is to be presented at the 22 June FRC meeting.

The FRC considered a report by the Chairman of the AASB, outlining the features of a new interpretations model as a replacement for the existing UIG.  Under the new model, which is intended to apply from 1 July 2006, the AASB would have direct responsibility for developing and approving interpretations.  The FRC agreed that it would provide a response to the AASB on its proposed interpretations model by the end of March.

Four new members were appointed to the FRC: Bruce Brook, Eric Mayne, John Stanhope and Lee White.

AASB APRIL AGENDA

The agenda for the 5 and 6 April meeting of the AASB includes the following:
· IPSASB Report

· Superannuation Plans – Consider approaches to review of AAS 25

· UIG Report – Consider Proposed Interpretation

· GAAP/GFS Convergence – Consider submissions on ED 142

· Review of Australian Guidance – Consider removal

· Presentation of Financial Statements – Consider draft ED

· Management Commentary – Consider draft submission to IASB Discussion Paper

· Intangible Assets – status report and consider issues relating to internally generated intangibles, and

· Joint Ventures – Report on presentation made to IASB.

LEGAL BACKED AUDITING STANDARDS UPDATE

At AUASB met on 21-22 March to finalise the 36 revised Auditing Standards that are being amended to reflect their Corporations Law backing.  It is expected the Standards will be issued in late April 2006.

OUTSTANDING EXPOSURE DRAFTS

The following accounting and auditing exposure drafts are due for comment by the following dates:

Accounting

14 April ‘Financial Instruments – Questionnaire’ – IASB and FASB
20 April ED 145 ‘Operating Segments’ – AASB (IASB ED 8)

2 May ED 146 ‘Share-based Payment – Vesting Conditions and Cancellations’ – AASB

11 May Consultation Paper ‘Accounting for Heritage Assets Under the Accrual Basis of Accounting’ – AASB input to PSASB

12 May ED 147 ‘Revenue from Non-Exchange Transactions’ – AASB

19 May Discussion Paper ‘Measurement Bases for Financial Accounting – Measurement on Initial Recognition’ – IASB

2 June ED ‘Proposed Amendment to IFRS 2’ – IPSASB

30 June ED 29 ‘Revenue from Non-Exchange Transactions (Including Taxes and Transfers)’ – IPSASB
17 July ED Amendments to IAS 1 ‘Presentation of Financial Statements’ – IASB.  
Corporate Governance

15 April ED Draft ‘Guidance for the Development of a Code of Corporate Conduct’ – IFAC

MANAGE YOUR FINANCIAL REPORTING AND AUDITING RISKS

Training for 30 June 2006

Quarterly, half-yearly or annual tailored training and briefings on contemporary financial reporting and auditing developments can be arranged to meet your in-house training and strategic needs.  These courses are designed and delivered by myself, Principal, GAAP Consulting Services (www.gaap.com.au), member of the Australian Accounting Standards Board, and co-author of ‘Australian GAAP’.

What's New in 30 June 2006 Financial Reporting’: This is a two-part course: Part 1 ‘Developments in the Financial Reporting for 30 June 2006’ and Part 2 ‘Specific First-time AIFRS Issues’.  This course will also guide participants through extracts of sample accounts identifying new disclosures.  Hold the course in-house or organise group training with your network.  Duration is a half-day.  Contact colin@gaap.com.au. 
GAAP Alert provides a brief description of the major Australian financial reporting, and other relevant developments, as they happen.  If you do not wish to receive future GAAP Alerts or other financial reporting information, please advise us and we will gladly remove you from our distribution list.

News, press releases and other submissions are most welcome.  Submit to colin@gaap.com.au
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