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INTRODUCTION
In this GAAP Alert, your attention is drawn to the following developments:

· Auditing Standards Checklists Updated

· Auditing Standards Checklist SMEs Launched

· AASB August Agenda

· AUASB August Agenda

· Hedges of a Net Investment in a Foreign Operation – New Proposals

· IFRIC July Meeting Highlights

· Corporation Act Amendment re CER

· New Chairperson for APESB

· Public Practice Improvement Seminar

· Financial Accountant Sought by Listed Miner

· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
AUDITING STANDARDS CHECKLISTS UPDATED

Our Australian GAAS 2007 ‘Auditing Standards Checklists’ have been updated for Auditing Standard ASA 2007-1 ‘Amendments to Australian Auditing Standards’ (June 2007) which amended ASA 700 ‘The Auditors’ Report on a General Purpose Financial Report’, i.e., 

1. Establishing and maintaining internal controls relevant to the preparation and fair presentation of the GPFR is free from material misstatement, whether due to fraud or error (ASA 700.33(a).  Previously the reference was to ‘Designing, implementing …….. , and
2. When an entity, in accordance with Accounting Standard AASB 101 ‘Presentation of Financial Statements, has included an explicit and unreserved statement of compliance with International Financial Reporting Standards (IFRS), and the auditor agrees with the entity’s statement of compliance, the auditor shall state that in the auditor’s opinion, the financial report complies with IFRSs (ASA 700.49A).  This is a new requirement.
There are also consequential changes to other auditing standards, including explanatory paragraphs, examples of engagement letters and auditor’s reports.  Auditing Standard ASA 2007-1 is operative for auditor’s reports signed and dated on or after 1 July 2007.  The updated checklist has been recently issued to subscribers.  It is priced at $299.00 (inc. GST) for a one site, annual license fee.  ‘I find the standards and the way you have set them out very useful’, Stanley D Sandler FCA.
AUDITING STANDARDS CHECKLISTS FOR SMEs LAUNCHED

Supporting GAAS 2007 ‘Auditing Standards Checklists’ is one specifically designed for the audit of SMEs, Australian GAAS 2007 ‘Auditing Standards Checklists for SMEs’ (approx. 60 pages); 12 checklists of selected mandatory requirements of auditing standards that are most relevant to the financial statements audit of SMEs.  Priced at $199.00 (inc. GST) for a one site, annual license fee.

A number of the mandatory requirements of ASAs, for example, planning, conduct, reporting, engagement conclusion and quality control, apply to all audits; whereas others, for example, litigation, fair value determinations and disclosure, and inventories, are only relevant in specific engagement circumstances.  There are also several mandatory requirements that the auditor may not encounter in the audit of SMEs, e.g., testing of controls, using the work of another auditor, and engagement quality control review.  Such requirements have been deleted from the checklists for SMEs.  Where these are applicable, reference should be made to Australian GAAS 2007 ‘Auditing Standards Checklists’. 

The 12 Checklists are:

Planning – Checklist covering

· Engagements Terms (ASA 210)

· Planning (ASA 300)

· Considering Fraud (ASA 240)

· Considering Laws and Regulations (ASA 250)

· Communication With Governance (ASA 260)

· Going Concern (ASA 570)
· Understanding Entity, Environment, and Assessing Risks of Material Misstatement (ASA 315)

· Analytical Procedures (ASA 520)
· Materiality and Audit Adjustments (ASA 320)

· Procedures in Response to Assessed Risks (ASA 330)

Conduct of Audit Procedures – Checklist covering

· Procedures in Response to Assessed Risks (ASA 330)

· Audit Sampling and Other Means of Testing (ASA 530)

· Considering Fraud (ASA 240)

· Considering Laws and Regulations (ASA 250)

Financial Reporting Assertions – Checklists

· Accounting Estimates (ASA 540) – Checklist

· Existence and Valuation of Inventory (ASA 501) – Checklist
· External Confirmations (ASA 505) – Checklist

· Fair Value Measurements and Disclosures (ASA 545) – Checklist
· Enquiry Regarding Litigation and Claims (ASA 508) – Checklist

· Related Parties (ASA 550) – Checklist

General Purpose Financial Report Checklist covering

· Audit Report on a General Purpose Financial Report (ASA 700)

· Comparatives (ASA 710)

· Other Information in Documents Containing Audited Financial Reports (ASA 720)

Special Purpose Financial Report Checklist covering

· Audit Report on Special Purpose Audit Engagements (ASA 800)

· Comparatives (ASA 710)

· Other Information in Documents Containing Audited Financial Reports (ASA 720)

Going Concern: Audit Report (ASA 570) – Checklist

Engagement Conclusion and Quality Control – Checklist covering

· Objective and General Principles Governing an Audit of a Financial Report (ASA 200)

· Procedures in Response to Assessed Risks (ASA 330)

· Materiality and Audit Adjustments (ASA 320)

· Audit Evidence (ASA 500)

· Going Concern (ASA 570)

· Management Representations (ASA 580)

· Analytical Procedures (ASA 520)

· Audit Documentation (ASA 230)

· Communication With Governance (ASA 260)

· Subsequent Events (ASA 560)

· Quality Control (ASA 220)
Subscribe to both checklists for $399.00 and save $100.00!  Place your order by contacting colin@gaap.com.au and we will invoice you.  For further information or contact Colin on 0421 088 611.

AASB AUGUST AGENDA

The agenda for the August meeting of the AASB included:

· Insurance Contracts:  Consider IASB Preliminary Views

· Differential Reporting/SMEs:  Education session on IFRS for SMEs

· Financial Reporting by Unlisted Public Companies:  Consider submission on Treasury Discussion Paper

· Interpretations:  Consider draft Interpretations

· Business Combinations:  Consider IASB Proposals for forthcoming standard

· Superannuation Entities:  Consider draft Consultation Paper

· IPSASB:  Note report on July meeting

· Social Benefits:  Note report on IPSASB Project

· Presentation of Financial Statements:  Review draft AASB 101 (revised)

· Extractive Industries:  Update on IASB project

· Revenue from Non-exchange Transactions:  Consider issues

AUASB AUGUST AGENDA

The agenda for 30-31 July 2007 meeting of the AUASB included:

· GS 003 Audit Requirements for Australian Financial Services Licensees under the Corporations Act 2001 (Revision of AGS 1068)

· The Auditor’s Use of the Actuary's Work in the Audit of a Financial Report

· Compliance Audits

· ASRE 2400 Standard on Review Engagements

· GAAP/GFS

· Framework for Pronouncements

· SME Audits

· Audit Implications of Prudential Reporting Requirements for General Insurers (Revision of AGS 1064)

· Service Organisations, and

· Investor Directed Portfolio Services (IDPS).

HEDGES OF A NET INVESTMENT IN A FOREIGN OPERATION – NEW PROPOSALS

IFRIC D22 ‘Hedges of a Net Investment in a Foreign Operation’ (July) clarifies two issues concerning IAS 21 ‘The Effects of Changes in Foreign Exchange Rates’ and IAS 39 ‘Financial Instruments: Recognition and Measurement’ about the accounting for hedging foreign currency risk within a company and its foreign operations.  D22 clarifies what qualifies as a risk in the hedge of a net investment in a foreign operation, and where within a group the instrument that offsets that risk may be held.  The proposals are to be applied prospectively, i.e., for all future transactions.  D22 is open for public comment until 19 October 2007.

In some companies, the currency used to present financial statements (the presentation currency) differs from the currency that the company or its foreign subsidiaries use daily and in which they generate net cash flows (the operating, or functional, currency).  Some companies use hedge accounting when ‘translating’ that functional currency into the presentation currency.  The IFRIC views that this is a mere translation of currency for presentational use, and does not represent a hedgeable economic risk.  Consequently, it proposes not to allow the use of hedge accounting when translating a functional currency into a presentation currency.

IFRIC D22 also considers which individual entity within a group structure can hold a hedging instrument.  It is proposed that the hedging instrument can be held by any subsidiary or parent entity within a group, regardless of the entity’s functional currency.  To assess how effective the hedging instrument is in offsetting the risk from the foreign operation, the entity must calculate the change in value of the hedging instrument in the functional currency of the parent hedging its risk, and not the functional currency of the subsidiary holding the instrument.

In due course, the AASB will issue IFRIC D22 ‘Hedges of a Net Investment in a Foreign Operation’ in the Australian context.

IFRIC JULY MEETING HIGHLIGHTS

The highlights from 12 July meeting of IFRIC included:

IAS 18 ‘Revenue’ – Customer Contributions:  The following tentative conclusions were formed:

· The contributed asset would meet the criteria for recognition by the service provider

· IFRIC 4 ‘Determining whether an Arrangement contains a Lease’ would apply and the ongoing service arrangement would include a leaseback of the asset to the contributor

· It was inappropriate to account for customer contributions using IAS 20 ‘Accounting for Government Grants and Disclosure of Government Assistance’ by analogy; and that a contributed asset should be measured initially at fair value in accordance with IAS 16 ‘Property, Plant and Equipment’

· The credit that arises as a result of recognising a contributed asset at its fair value relates to an income transaction, and

· Where the service provider had an ongoing obligation to the customer, the obligation should be recognised in the balance sheet and the contribution should be recognised in income over the periods in which the obligation is satisfied.
IAS 27 ‘Consolidated and Separate Financial Statements’ – Demergers and other In-specie Distributions:  Tentatively agreed that the scope of the project should:

· Define in-specie distributions as unconditional non-reciprocal transfers of assets by an entity to its equity holders acting in their capacity as equity holders

· Address all non-cash distributions, and

· Focus on the financial statements of the entity that makes the distribution.

IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Paragraph AG33(d)(iii):  Deferred to a future meeting its decision on whether to confirm the tentative agenda decision.

IAS 39 ‘Financial Instruments: Recognition and Measurement’– Scope of Paragraph 11A:  Deferred to a future meeting its decision on whether to confirm the tentative agenda decision.

IFRS 2 ‘Share-based Payment’ – Group cash-settled Share-based Payment Transactions:  The IFRIC decided to draw the issues to the attention of the IASB, and not to take them on to its own agenda.  At the September 2007 IFRIC meeting, it will consider the text of a tentative agenda decision as well as a draft of potential amendments to IFRS 2 (particularly paragraph 3) and consequential amendments to IFRIC 11.

IFRIC Agenda Decisions:  The following tentative decisions were confirmed.

· IAS 12 ‘Income Taxes’ – Deferred Tax arising from Unremitted Foreign Earnings:  As the issue is being addressed by an IASB project that is expected to be completed shortly, decided not to add the issue to its agenda

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Gaming Transactions:  As there was not widespread divergence in practice in this area, decided not to include the issue on to its agenda

· IAS 39 ‘Financial Instruments: Recognition and Measurement’– Hedging Multiple Risks with a Single Derivative Hedging Instrument:  Decided not to include the issue on to the agenda as any guidance developed would be more in the nature of application guidance than an interpretation, and

· IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’ – Plan to Sell the Controlling Interest in a Subsidiary:  As the major issue is being considered in the IASB’s joint project on business combinations, decided not to address that issue.

Tentative Agenda Decisions:  The following tentative agenda decisions were made, and comments are sought on these by 24 August by email to ifric@iasb.org.
· IAS 18 ‘Revenue Recognition’ – Identifying Agency Relationships:  Decided not to develop an Interpretation and to remove this item from its agenda, but requested the staff to develop guidance that might be recommended to the IASB for inclusion in the Appendix to IAS 18

· IAS 19 ‘Employee Benefits’ (Post-employment benefits) – Benefit Allocation for Defined Benefit Plans:  Decided to remove this issue from its agenda

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Hedging Future Cash Flows with Purchased Options:  Decided not to take the issue on to its agenda as the IASB had recently decided to propose an amendment to IAS 39 to clarify what risks and cash flows can be designated as hedged risks and hedged portions of risks for hedge accounting purposes, and

· IFRS 5 ‘Non-current Assets Held for Sale and Discontinued Operations’ – Disclosures:  The issue could be resolved through an amendment to IFRS 5, and this will be raised with the IASB rather than taking the item on to its own agenda.

As the AASB draws down on the work of IFRIC, the above decisions in due course will flow though to the Australian reporting environment.

CORPORATIONS AMENDMENT RE CER

The Australian Parliament passed the Corporations Amendment (NZ Closer Economic Relations) and Other Legislation Bill in June 2007.  The changes for both Australian and New Zealand incorporated companies take effect on 1 September 2007.  The changes covered include:
· Registered office address (in country of incorporation)

· Company constitution

· Names and addresses of company directors

· Appointments of company directors (only for Australian companies lodging with the New Zealand Companies Office – New Zealand incorporated companies operating in Australia will still be required to lodge direct with the ASIC)

· Cessations of company directors, and

· Lodgement of financial statements (only for NZ companies lodging with the ASIC – Australian incorporated companies operating in New Zealand will still be required to lodge direct with the NZCO).
NEW CHAIRPERSON FOR APESB

The Accounting Professional & Ethical Standards Board (APESB) announced the appointment of Ms Kate Spargo as chairperson for a three-year period.  Ms Spargo is a non-executive director of IOOF Holdings Ltd, Transfield Services Infrastructure Ltd, Pacific Hydro Pty Ltd, Investec Bank (Australia) Ltd, CoInvest Ltd and NeuroSciences Victoria.  She is also a councillor for the Victorian Division of the Australian Institute of Company Directors.

In addition to Ms Spargo, the Directors of APESB are:

· Dr Ken Levy RFD, past president of CPA Australia

· Prof Jack Flanagan, Professor of Accounting at The University of Notre Dame Australia

· Stuart Black, managing partner Chapman Eastway and past president of the Institute of Chartered Accountants in Australia

· Harley McHutchison, retired chairman of Deloitte

· Robert Sendt, retired NSW Auditor-General

The APESB is responsible for setting the Code of Ethics and professional standards with which members of CPA Australia, the Institute of Chartered Accountants in Australia, and the National Institute of Accountants, are required to abide.

PUBLIC PRACTICE IMPROVEMENT SEMINAR

Anzan Professionals through David Connell has been facilitating practice improvement for accounting firms across Australia and New Zealand for over ten years, and they have a meeting coming up for Melbourne on 13th & 14th September.  These meetings are hands on, very interactive, think-tank type meetings to assist firms to develop strategies and address their issues.  The focus is on solutions and future directions for firms.

David still holds 'practitioner' status although he now advises firms full time and is a member of a national expert panel with the ICAA to provide support and advice to the Public Practice Committee.  He has written numerous articles -the most recent in June "Charter" on Goodwill and has addressed over 40 seminars of the professional bodies in recent years.  Check out his website at www.anzan.com.au for lots of free information and diagnostics for your practice and email him at dconnell@anzan.com.au for full details of the Melbourne meeting at Rialto Forty One.
FINANCIAL ACCOUNTANT SOUGHT BY LISTED MINER

A Melbourne based listed miner is seeking a Financial Accountant to:

· Closely support the CFO in the financial administration of the business

· Manage the day-to-day joint venture and corporate accounting function and to ensure the business meets its joint venture and statutory compliance obligations and statutory reporting requirements, and

· Ensure the finance function is set up to provide effective, accurate and timely management reporting and financial decision support.

Permancy of the position is based on sucussful exploration by the company.  Remuneration $100,000 Plus!
Key responsibilities include:

· Project Manage the implementation of a new Sunsystem.  Able to work with and manage third party service providers.  The implementation will include a review and updating of the existing Chart of Accounts, development of a Joint Venture Chart of Accounts, development of monthly reports for Joint Venture and Company accounts, development of Annual and Half Year Statutory Accounts reports

· Responsible for Joint Venture.  Arrange monthly joint venture cash calls in AUD or foreign currencies.  Complete monthly joint venture reports

· Management Accounting:  Providing useful and timely information to management to enhance business performance, including assisting with analysis of actual results versus budgeted figures

· Financial reporting:  Preparation of year-end financial statements including consolidations, including hands on management of the year-end audit

· Audit Management:  Manage, develop and maintain a good working relationship with the auditors

· Tax Compliance:  Preparation of Income Tax, FBT, GST and BAS returns, and responsible for all GST/BAS reporting obligations

· Month-end accounts closing process

· Co-ordination and preparation of budgets, and

· Maintain fixed asset register.

Please forward your CV to colin@gaap.com.au who will forward it to the company concerned.  GAAP Consulting will not enter further discussion.

OUTSTANDING EXPOSURE DRAFTS

Accounting

24 August Tentative Agenda Decisions made at July IFRIC Meeting – IFRIC

1 September Invitation to Comment ITC 12 ‘Request for Comment on a Proposed Revised Differential Reporting Regime for Australia and IASB Exposure Draft of A Proposed IFRS for Small and Medium-sized Entities’ – AASB

3 September ED 156 ‘Proposals Arising from the Short-term Review of the Requirements in AAS 27, AAS 29, and AAS 31’ – AASB

1 October ‘IFRS for Small and Medium-sized Entities’ – IASB

19 October IFRIC D22 ‘Hedges of a Net Investment in a Foreign Operation’ – IFRIC

26 October ITC 13 ‘Request for Comment on IASB Discussion Paper Preliminary Views on Insurance Contracts’ – AASB

16 November Discussion Paper ‘Preliminary Views on Insurance Contracts’ – IASB
Auditing

15 September ISA 200 (Revised and Redrafted) ‘Overall Objective of the Independent Auditor, and the Conduct of an Audit in Accordance with International Standards on Auditing’ – IAASB
15 September ISA 500 (Redrafted), ‘Considering the Relevance and Reliability of Audit Evidence’ – IAASB
Ethics

31 August A Proposed Amendment to ‘Network Firms’ in Section 290: Independence – Assurance Engagements of APES 110 ‘Code of Ethics for Professional Accountants’ – APESB

31 August ‘Strategic and Operational Plan’ – IESBA

14 September ED 04/07 APES 305 ‘Terms of Engagement’ – APESB

15 September ‘Proposed Revised Section 290 of the Code of Ethics for Professional Accountants, Independence – Audit and Review Engagements, and Proposed Section 291, Independence - Other Assurance Engagements’ – IESBA
Other

27 July Prudential Standards APS 113 ‘Capital Adequacy: Internal Ratings-based Approach to Credit Risk’, APS 115 ‘Capital Adequacy: Advanced Measurement Approaches to Operational Risk’ and APS 117 ‘Capital Adequacy: Interest Rate Risk in the Banking Book’, and their respective prudential practice guides – APRA

10 August draft Prudential Standard APS 120 ‘Securitisation’ – APRA

12 September ‘Preface to IFAC’s International Management Accounting Statements and International Good Practice Guidance’ and proposed IMAS ‘Project Appraisal Using Discounted Cash Flow’ – IFAC

MANAGE YOUR FINANCIAL REPORTING AND AUDITING RISKS

Using our Information and Advice Services

Briefings on contemporary financial reporting issues, the recently released legally backed auditing standards and APESB exposure drafts can be arranged with Colin Parker, a member of the AASB.  Professional advice on interpretation of accounting and auditing standards is available.  GAAP Alerts, e-GAAP Update and Australian GAAP can be repackaged to meet your internal financial reporting information needs.  Contact colin@gaap.com.au or 0421 088 611.

Your News and Sponsorship Opportunities

News, press releases and other submissions are most welcome.  There are sponsorship opportunities for ‘GAAP Alert’ and our website www.gaap.com.au.  Contact colin@gaap.com.au
Your Feedback is Important to Us

We would appreciate your feedback on the content and timeliness of GAAP Alert to ensure that we continue to meet your expectations contact colin@gaap.com.au
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