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

· e-GAAP Update No.12/2005 ‘Revised Related Party Disclosure Standard Now Operative’
· AASB Work Program for 2006, and
· Manage Your Financial Reporting and Audit Risks.
E-GAAP UPDATE NO.12/2005 ‘REVISED RELATED PARTY DISCLOSURE STANDARD NOW OPERATIVE’
e-GAAP Update No.12/2005 ‘Revised Related Party Disclosure Standards Now Operative’ (over 10,000 words, 29 pages) was recently issued to subscribers.

As foreshadowed in e-GAAP Update No. 10/2005 ‘Related Party Disclosures for 31 December 2005 and Beyond – Major Changes Imminent’, the AASB delivered on its promise with the release of the revised AASB 124 ‘Related Party Disclosures’ on 20 December 2005.  AASB 124 ‘Related Party Disclosures’ is operative for annual reporting periods ending on or after 31 December 2005.  It applies to all reporting entities, except for not-for-profit public sector entities.  There are additional disclosure requirements for disclosing entities.
AASB 124 ‘Related Party Disclosures’ (December 2005) incorporates the principles in AASB 1046 ‘Director and Executive Disclosures by Disclosing Entities’.  In doing so, key management personnel replaces specified director and specified executive; much of the supporting commentary and guidance on items included in remuneration have been removed; and there have been some changes in disclosure requirements.  As far as AASB 124 is concerned, there have been changes to its scope, removal of exemptions for parent entity disclosure, and some new disclosure requirements.

The following is a modified extract from the executive summary.
1. The revised AASB 124 ‘Related Party Disclosures’ (December 2005) is applicable for annual reporting periods ending on or after 31 December 2005.  AASB 1046 ‘Director and Executive Disclosures by Disclosing Entities’ is withdrawn, and certain disclosures incorporated into AASB 124 as additional Australian requirements.  Apart from the incorporation of elements of AASB 1046 into AASB 124, there are number of changes to AASB 124 itself.

2. The scope of AASB 124 applies to general purpose financial reports of all reporting entities, except for not-for-profit public sector entities.  For-profit public sector entities must apply AASB 124 for the first time.  AAS 22 ‘Related Party Disclosures’ is withdrawn.
3. The test of materiality applies to AASB 124 except for other key management personnel disclosures by disclosing entities, with such disclosures being deemed material.
4. The other key management personnel disclosure requirements that apply to disclosing entities need only be applied to the consolidated financial report.  A parent entity may elect to make such disclosures.
5. The definitions of a related party and key management personnel underpin AASB 124.  Related parties include: a party who directly or indirectly controls or has significant or joint control over the entity; and an associate, a venturer, and a member of the key management personnel.  It also includes a close family member of an individual of such parties.  Key management personnel are those with the authority and responsibility for planning, directing and controlling the activities of the entity, directly or indirectly, including any director (whether executive or otherwise) of that entity.
6. Disclosure of compensation for key management personnel is required for each of them, in total, and by various categories of the benefit (short-term employee benefits, post-employment benefits, other long-term benefits, termination benefits, and share-based payments).
7. Disclosure is required of transactions between related parties.  Such disclosure includes the nature of the relationship, and information about the transactions and outstanding balance.  Related party disclosures must be made separately in the following categories: parent, entities with joint control or significant influence over the entity, subsidiaries, associates, joint venturers in which the entity is a venturer, key management personnel of the entity or its parent; and other related parties.
8. For disclosing entities, extensive disclosures are required of key management personnel.  There are four broad categories of such disclosure: compensation (principles and changes to terms and conditions of share-based payment transactions); equity instruments (classes, options and rights provided as compensation, equity instruments provided on the exercise of compensation options and rights, options and rights holdings; equity holdings and transactions; loans; and other transaction and balances.  In relation the latter, these exclude transactions with, and balances of, a key management person (including their related parties) when the ‘normal relationship test’, ‘decision-making test’, ‘trivial or domestic test’ are all satisfied.
9. In applying AASB 124, there are number of related Standards to consider, e.g., AASB 2 ‘Share-based Payment’, AASB 119 ‘Employee Benefits’ and AASB 108 ‘Accounting Policies, Changes in Accounting Estimates and Errors’.
10. AASB 124 ‘Related Party Disclosures’ complies with IAS 24 ‘Related Parties’.  Australian paragraphs have been added for application, definitions (i.e., director, disclosing entity and remuneration), disclosure where the parent and/or ultimate controlling entity is incorporated outside Australia, and other key management personnel disclosures by disclosing entities.

e-GAAP Update No.12/2005 ‘Revised Related Party Disclosure Standard Now Operative’ contains an Executive Summary, Differences between AASB 124 (July 2004) and AASB 124 (December 2005) and ED 142 (September 2005), Objective, Application, Key Terms, Identifying Related Parties, Disclosure, and 29 CFO Action Items.  The appendices to this Update contains three disclosure checklists ‘Generic Disclosures’, ‘Other Key Management Personnel Disclosures by Disclosing Entities’ and ‘Remuneration Report for a Listed Company under S.300A’.
The first e-GAAP Update for 2006 will address accounting policies, changes in accounting estimates and errors.

AASB WORK PROGRAM FOR 2006
The AASB 2006 Work Program as at 1 January 2006 consists of approximately 30 projects.  The work program may lead to over 10 revised standards and the release over 15 exposure and issues papers.

IASB Agenda Sourced
· Business Combinations – Revised AASB 3 based on ED 139 for 2nd Quarter

· Non-financial Liabilities – Revised AASB 137/AASB 119 based on ED 140 for 2nd Quarter

· Consolidations – Revised AASB 127 based on ED 141 for 2nd Quarter

· Small & Medium-sized Entities – Invitation to Comment for 4th Quarter

· Performance Reporting – Discussion Paper 4th Quarter

· Financial Instruments (fundamental review) – Discussion Paper 4th Quarter

· Revenue Recognition – Discussion Paper 4th Quarter

· Insurance – Issues Paper 4th Quarter

· Extractive Activities – Discussion Paper 4th Quarter

· Intangible Assets – Issues Papers 1st Quarter, 3rd Quarter, and Discussion Paper 4th Quarter

· Joint Ventures – Issues Paper 1st Quarter and Discussion Paper 4th Quarter

· Relationship between IASB and national standard setters – Statement of Best Practice 1st Quarter

Domestic Agenda
· General Government Sector Reporting (GAAP/GFS Harmonisation) – Standard 2nd Quarter

· Other GAAP/GFS Harmonisation AAS 27, AAS 29 and AAS 31 – Issues Paper 4th Quarter

· Whole of Government review, Government Department review, Local Government review and proposed withdrawal of AAS 27, 29 & 31 – Issues Paper 1st Quarter, Exposure Draft 2nd Quarter, Revised Standards 3rd and 4th Quarters

· Not-for-profit and Public Sector Related Party Disclosures – Issues Paper 4th Quarter

· Superannuation Plans & Managed Investment Schemes – Issues Paper 2nd Quarter, Exposure Draft 3rd Quarter

· Management Commentary – Issues Paper 2nd Quarter

· Not-for-profit Entities, including definition – Issues Paper 2nd Quarter

· Segment Reporting by Not-for-profit Entities – ED Preface 1st Quarter, Issues Paper 3rd Quarter

· Reporting entity & GPFR/SPFR SAC 1 & SAC 2 – Issues Paper 3rd Quarter

· Heritage Assets – Issues Paper 1st Quarter

· Policy Statements (No.1-6 – update for IASB convergence) – Exposure Draft 2nd Quarter, Policy Statements 3rd Quarter

· Prospective Reporting – Issues Paper 1st Quarter

· Exposure Draft 4th Quarter

· Parent Entity Reports – Discussion Paper Timing to be determined

IPSASB Agenda Sourced
· Non-Exchange Revenues – Exposure Draft 1st Quarter, Revised Standards 4th Quarter

· Social Policy Obligations – Exposure Draft 1st Quarter

· Exposure Draft – Pensions 3rd Quarter

· Budgetary Reporting – Exposure Draft 4th Quarter

New Zealand Agenda Sourced
· Both jurisdictions converging on IASB GAAP and identifying remaining differences – Issues Paper 2nd Quarter 2006

· Revisions to eliminate differences 4th Quarter
Developments in the AASB work program will be addressed in GAAP Alerts and, some in detail, in e-GAAP Updates.

MANAGE YOUR FINANCIAL REPORTING AND AUDITING RISKS

‘Australian GAAP 2006’ (10th Edition) updated to reflect:

· All AIFRS Standards,

· UIG Interpretations, 

· 14 amending Standards to the AIFRS ‘stable platform’,

· Recent exposure drafts,

· Latest ASIC pronouncements,

· Review of 2005 financial reporting developments and much more.

The release date is early March 2006 and the recommended retailed price is $79.95 (plus postage and handling).  Reserve your copy now for priority dispatch by contacting sandra@gaap.com.au with your delivery details and we will bill you on delivery.

Quarterly, half-yearly or annual tailored briefings on contemporary financial reporting and auditing developments can be arranged to meet your in house training and strategic needs.  For expert advice and training enquiries, contact Colin Parker at colin@gaap.com.au or 0421 088 611.

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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