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

· Highlights of April AASB Meeting
· IASB Best Practice Statement Working with other Standard-setters
· ASX Corporate Governance Council Survey
· ASX Paper on Reporting Deadlines

· International Auditing Developments

· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
HIGHLIGHTS OF APRIL AASB MEETING
ED Imminent ‘Presentation of Financial Statements’

Following the issue of ED ‘Proposed Amendments to IAS 1 Presentation of Financial Statements: A Revised Presentation’ (March 2006) by the IASB, the AASB considered a Preface to ED 148 ‘Proposed Amendments to AASB 101 Presentation of Financial Statements: A Revised Presentation’.  ED 148 is to be released shortly with comments sought by 15 June 2006.

ED 148 contains an international definition of general purpose financial statements that could mean that all regulatory filings of accounts on a public register are general purpose financial reports.  Other key proposals include:
· Presentation of three statements of financial position being at the current reporting date, the comparative reporting date and the start of the comparative period

· Change of titles of ‘balance sheet’ and ‘cash flow statement’ to ‘statement of financial position’ and ‘statement of cash flows’

· Separate presentation of components of non-owner changes in equity from that of the components of owner changes in equity

· Choice of presenting all income and expenses in one or two statements

· Disclosure of reclassification adjustments, and of income tax relating to components of other recognised income and expense

· Presentation of dividends and dividend per share on the face of the statement of changes in equity or in the notes, and

· Withdrawal, amendment and retention of Australian specific requirements in the existing AASB 101 ‘Presentation of Financial Statements’.
Interpretation on Embedded Derivatives and AASB 1048 Updated

The AASB approved Interpretation 9 ‘Reassessment of Embedded Derivatives’, and made AASB 1048 ‘Interpretation and Application of Standards’ that includes reference to recently issued Interpretations.  Interpretation 9 applies to annual reporting periods beginning on or after 1 June 2006, and may be applied early.

Removal of Australian Guidance

The AASB agreed that Australian Guidance included in Australian equivalents to IFRSs should be removed as it is either no longer relevant or could be misinterpreted in the context of IFRS compliance.  Australian Guidance will be removed from the following eight Standards:

· AASB 1 ‘First-time Application of Australian Equivalents to International Financial Reporting Standards’

· AASB 102 ‘Inventories’

· AASB 116 ‘Property, Plant and Equipment’

· AASB 119 ‘Employee Benefits’

· AASB 127 ‘Consolidated and Separate Financial Statements’

· AASB 128 ‘Investments in Associates’

· AASB 129 ‘Financial Reporting in Hyperinflationary Economies’, and

· AASB 141 ‘Agriculture’.

Comprehensive Review Superannuation Plans Commences

The AASB is to give a high priority to a review of AAS 25 ‘Financial Reporting by Superannuation Plans’.  The Board members responsible for this project are Ms. Jan McCahey (PWC) and Colin Parker (GAAP Consulting).  The AASB decided: the reporting entity concept should be retained; pooled superannuation trusts could be included in the scope of the project and managed investment schemes excluded.

GAAP/GFS Convergence Approaching a Standard

A Standard is to be developed from ED 142 ‘Financial Reporting of General Government Sectors by Governments’.  It will explicitly specify that a government is required to prepare both a partially-consolidated (GGS) financial report and a fully-consolidated whole of government financial report.

The whole of government report is to be available at the same time as the GGS report.  Where the whole of government and GGS financial reports are presented separately, each report should refer to the existence and availability of the other.

The proposed Standard will not specify whether the GGS is a reporting entity and whether the financial report is a General Purpose Financial Report.  The requirement in AASB 101 ‘Presentation of Financial Statements’ to specify whether a financial report is a GPFR or a Special Purpose Financial Report will not required of a GGS financial report.

The AASB also decided that:

· The GGS financial report should adopt GAAP definition, recognition and measurement principles (with GAAP options limited to the extent they are consistent with Australian Bureau of Statistics Government Finance Statistics)

· Recognised amounts determined should be presented in the operating statement in a manner that reflects the GFS notions of transactions and other economic flows

· The face of the financial statements should include key fiscal aggregates measured in a manner that is consistent with other amounts recognised on the face, and

· To the extent these key fiscal aggregates amounts differ from the corresponding amounts determined in accordance with ABS GFS, a reconciliation should be provided in the notes.

The AASB will consult further on the illustration of a single-column format, and consider the nature and extent of disclosure of dividends from a Public Non-Financial Corporation or Public Financial Corporation entity affecting the operating result of the GGS.

Next Meeting 3 and 4 May

The AASB will hold a joint meeting with the New Zealand Financial Reporting Standards Board in Auckland.  Agenda items include: IASB Conceptual Framework; IASB Revenue; IASB Measurement; Operating Segments; Small and Medium-Size Entities; Prospective Financial Information; Revenue from Non-Exchange Transactions; Summary Financial Statements; Instruments Puttable at Fair Value; and Heritage Assets.

IASB BEST PRACTICE STATEMENT IN WORKING WITH OTHER STANDARD SETTERS

The IASB released a Statement of Best Practice ‘Working Relationships between the IASB and other Accounting Standard-Setters’ that identifies a range of activities that the IASB and regional and national accounting standard-setters believe should be undertaken to facilitate the adoption of, or convergence with IFRSs.  The activities identified include:

· Communication between standard-setters and their constituents, and among standard-setters

· Project development, including the ways in which other accounting standard-setters can assist the IASB in progressing particular projects

· Input on IASB consultative documents

· The processes and approaches other accounting standard-setters might employ in adopting or converging with IFRSs, and

· Co-operation in the development of interpretations of IFRSs.

ASX CORPORATE GOVERNANCE COUNCIL SURVEY

In March the ASX Corporate Governance Council released the key findings of a survey aimed at understanding the relevance of the corporate governance disclosure.  There were 729 respondents to the survey.  The key findings of the review included:

· 80% of private investors, and 75% of organisations and professionals, surveyed used corporate governance in analysing and reviewing equity investments

· Private investors wanted to know where to find corporate governance information, and required clearer and simpler explanations

· Private investors and organisations/professionals stated that the financial statements and annual reports were their most important source of information, and

· 80% of respondents use full or concise financial annual reports as their source of corporate governance.

The results will be used in the review of the ‘Principles of Good Governance and Best Practice Recommendations’ (March 2003).  The review takes into account CLERP 9 amendments, reporting trends, the need for additional guidance, and the emerging issues of non-financial reporting risk disclosure and corporate responsibility.  The review is intended to be completed by the end of 2006 with any revision to the Principles and Recommendations effective from 1 July 2007.

ASX PAPER ON REPORTING DEADLINES

In March the ASX Regulatory Policy Unit issued a Public Consultation Paper ‘Reporting Deadlines for Appendices 4D and 4E’ with comments sought by 13 April.  The paper outlined the results of ASX’s review of reporting deadlines for Appendices 4D (half year financial report) and 4E (preliminary final report) under Listing Rules 4.2B and 4.3B.

The Corporations Act 2001 (s.319 and s.320) requires companies to lodge annual and half yearly reports with ASIC.  The time for lodgement of reports is three months from the end of the financial year (full year report) and 75 days after the end of the half-year (half year report).  ASX Listing Rules 4.1 to 4.7 require listed entities to lodge an Appendix D (half year report) and an Appendix E (full year report) within two months after the end of the accounting period.  Whilst there is some overlap between the information companies required by the ASX and ASIC, Appendices 4D and 4E are designed to capture information not required by the Corporations Act, but relevant to the market.

A two-month reporting timeframe was adopted by the ASX to give investors timely access to financial information; to address concerns about the quality and promptness of financial reports following a number of global collapses that featured delayed financial reports; and to keep Australian reporting deadlines in reach of international benchmarks that ranging from 35 to 60 day deadlines.

The ASX shortened the deadlines for providing Appendices 4D and 4E from 75 days to two months effective June 2003 and June 2004 respectively.  In response to concerns raised by some issuers and analysts, during 2005 the ASX conducted a review of the two-month reporting deadline.

The ASX canvassed a number of possible solutions to the issue of clustering (reports filed in close proximity) during its review.  These were: revert to a 75 day deadline; introduce a two-tier system based on company size; introduce a two-tier system based on type of report; quarterly reporting; and retain two month deadline without suspension for breach.  Around 30%-35% of companies file reports on the last day of the reporting season.

The ASX intends to recommend to its board that the current two-month reporting deadline be retained.  This paper invites comment on ASX’s intention, and other means of alleviating ‘clustering’.

INTERNATIONAL AUDITING DEVELOPMENTS

IAASB Releases Proposed Standard on Group Audits 
The International Auditing and Assurance Standards Board (IAASB) has issued a re-exposure draft of the proposed International Standard on Auditing (ISA) 600 ‘The Audit of Group Financial Statements’ with comments sought by July 31 2006.

The IAASB has modified the proposals and reissued the ED to address issues revolving around the extent to which the group auditor needs to be involved in the audits of components that are audited by other auditors, whether these auditors are independent of the group auditor (unrelated) or belong to the group auditor's national or international firm or network of firms (related auditors).  The IAASB is also seeking comment on the application of the Clarity drafting conventions in the proposed standard.

Proposed New Standard Addresses Related Party Transactions
The IAASB is seeking comments on an exposure draft of proposed ISA 550 (Revised) ‘Related Parties’ by April 30, 2006.  The proposed standard places new emphasis on evaluating the effects of related party relationships and transactions on the financial statements, even in circumstances where the financial reporting framework does not establish related party accounting or disclosure requirements.

The proposed revised ISA 550 would require the auditor to perform certain specified procedures to obtain an understanding of the nature and business rationale of an entity's related party relationships and transactions sufficient to identify, assess and respond to the risks of material misstatement resulting from them. 

OUTSTANDING EXPOSURE DRAFTS

The following accounting, corporate governance and auditing exposure drafts are due for comment:

Accounting

13 April ‘Reporting Deadlines for Appendices 4D and 4E’ – ASX

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

15 June ED 148 ‘Proposed Amendments to AASB 101 Presentation of Financial Statements: A Revised Presentation’
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

Auditing

April 30 ‘Related Parties’ – (IAASB)
July 31 ‘The Audit of Group Financial Statements’ – (IAASB)
MANAGE YOUR FINANCIAL REPORTING AND AUDITING RISKS

Training for 30 June 2006 – Organise It Now

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
Please forward this GAAP Alert to a colleague for their information and use.  GAAP Alert registrations can be made directly at http://www.gaap.com.au.
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