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

· Three e-GAAP Updates Issued

· Corporations Amendment (NZ CER) Bill 2006 Released

· Better Co-operation in Banking Supervision with NZ

· AUASB September Meeting Highlights

· AUASB Work Program
· ASIC Revised Relief Policy Statement
· Continuous Disclosure Charge
· Court Orders Winding Up of a Listed Company
· Reminder: G100 Conference
· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
THREE e -GAAP UPDATES ISSUED
e-GAAP Update No. 8/2006 ‘Understanding Interpretation 10: Interim Financial Reporting’ (4 pages and over 1,750 words) was issued to subscribers.  It includes an Introduction, Executive Summary, Application, Methodology, and 6 CFO Action Items.  AASB Interpretation 10 draws down from IFRIC 10 ‘Interim Financial Reporting and Impairment’; entities that comply with Interpretation 10 will simultaneously comply with IFRIC 10.

e-GAAP Update No. 9/2006 ‘Understanding Interpretation 9: Reassessment of Embedded Derivatives’ (4 pages and over 1,650 words) was issued to subscribers.  It includes an Introduction, Executive Summary, Application, Methodology, and 6 CFO Action Items.  AASB Interpretation 9 draws down from IFRIC 9 ‘Reassessment of Embedded Derivatives’; entities that comply with Interpretation 9 will simultaneously comply with IFRIC 9.

e-GAAP Update No. 10/2006 ‘Seeking Comment of Customer Loyalty Programmes’ (4 pages and over 1,600 words).  It includes an Introduction, Executive Summary, Proposed Application, Proposed Methodology, and 5 CFO Action Items.  In September 2006, IFRIC released Draft Interpretation D20 ‘Customer Loyalty Programmes’ with comments sought by 6 November 2006.  Entities such as retailers, airlines, telecommunications operators, hotels and credit card providers use such programmes.

Other e-GAAP Update released during 2006 have addressed:

· ‘Understanding Revised Accounting Policies, Estimates and Errors Standard’ (16 pages, 6000 words) 

· Tinkering at the Edges in Revised Segment Reporting Standard’ (20 pages, 6100 words)

· ‘Interim Financial Reporting – Revised Standard Analysed’ (23 pages, 9000 words)

· ‘Superannuation Plan Financial Liability Amendments’ (4 pages, 1500 words)

· ‘Understanding Interests in Joint Ventures’ (11 pages, 4600 words) 

· ‘Understanding Investments in Associates’ (14 pages, 6300 words), and

· ‘Regulation Review: The Corporate Dimension’ (8 pages, 3300 words).
CORPORATIONS AMENDMENT (NZ CER) BILL 2006

The Hon. Chris Pearce, Parliamentary Secretary to the Treasurer, released the draft ‘Corporations Amendment (NZ Closer Economic Relations) Bill 2006’ for public exposure by 13 October 2006.  New Zealand’s regulations are due to be released for comment in the near future.  The draft bill and commentary are available at www.treasury.gov.au.

The Bill will implement the ‘Agreement between the Government of Australia and the Government of New Zealand in Relation to Mutual Recognition of Securities Offerings’, signed on 22 March 2006. It will reduce the filing requirements for New Zealand companies doing business in Australia.

When enacted, the provisions will allow the offer of securities and managed investment interests to be made in either country with the same offer documents, therefore reducing duplication and cost.  The reduced filing requirement provisions of the draft bill are intended to exempt New Zealand companies operating in Australia from lodging the same information with ASIC that the companies have already lodged with the New Zealand Companies Office.

BETTER CO-OPERATION IN BANKING SUPERVISION WITH NZ
The ‘Financial Sector Legislation Amendment (Trans-Tasman Banking Supervision) Bill’ 2006 has been introduced into Parliament.  It represents a significant step towards fulfilling the Australian Government’s commitment to develop a single economic market between Australia and New Zealand.  It delivers on the agreement, between the Treasurer and the New Zealand Minister of Finance, to develop a seamless regulatory environment for banking services by implementing the legislative changes that were announced by the Ministers in February.

The legislative amendments are expected to improve the ability of APRA to cooperate with the Reserve Bank of New Zealand, which should reduce impediments to banks in choosing the location of their systems and functions within the trans-Tasman market.  This is expected to bring compliance cost and efficiency benefits for banks with operations in both Australia and New Zealand.

AUASB SEPTEMBER MEETING HIGHLIGHTS
The withdrawal the following pronouncements was agreed:

· AAA 1 ‘Audit Implications of the Introduction of the Euro Currency’

· AAA 2 ‘Auditors’ Responsibilities in relation to the Adequacy of Financial Records and Internal Controls throughout the Year’

· AAA 3 ‘Lessons For Auditors – Current Issues’

· AAA 4 ‘Auditor Association with Electronic Financial Reporting’

· AAA 5 ‘Electronic Reporting and Continuous Assurance Engagements’

· AAA 6 ‘Auditors’ Responsibilities in relation to Reporting Contraventions of the Corporations Law’

· AAA 8 ‘Electronic Commerce and its Impact on Audits’

· AAA 9 ‘Sophisticated Investor Reports under the Corporations Law’ 

· AAA 10 ‘Earnings Management by Entities: Audit Considerations And Issues’

· AAA 11 ‘Communicating with Entities in Relation to Auditor Independence’

· AAA 12 ‘The Implications for Auditors of the Private Sector Amendments to the Privacy Act’

· AAA 13 ‘The Implications of the U.S. Sarbanes-Oxley Act 2002 (U.S.) for Auditors and Their Clients’ 

· AAA 14 ‘The Implications for Auditors on the Transition to Australian equivalents to IFRSs’ 

· Guidance Note ‘Improving Communication between Auditors and Shareholders’, and

· Guidance Note ‘Auditor’s Report on AASB 1046 Remuneration Disclosures contained in the Annual Director’s Report’.

The AUASB requested that staff to provide an assessment of the need for new pronouncements in relation to matters previously dealt with in the following pronouncement, now withdrawn:

· AAA 2 ‘Auditors’ Responsibilities in relation to the Adequacy of Financial Records and Internal Controls throughout the Year’

· AAA 9 ‘Sophisticated Investor Reports under the Corporations Law’, and

· AAA 11 ‘Communicating with Entities in Relation to Auditor Independence’.

The following AGSs are relevant in the application of the existing AUSs that have interim legal endorsement, and that they are withdrawn from the time the AUSs cease to operate: AGS 1028 ‘Uncertainty’ and AGS 1044 ‘Audit Reports on Information Provided Other than in a Financial Report’.
The AUASB considered a staff paper on various issues emanating from the recent ‘Westpac case’, which has regard to matters of privilege and solicitors representation letters and will continue to monitor the issue.

A staff paper on changes required to the addendum and proforma review report in AGS 1064 ‘Audit of Prudential Requirements of General Insurers’ was discussed and will be considered for approval at the next AUASB meeting.

AUASB WORK PLAN
The work plan of the AUASB for 2006/07 consists of the following projects (* designated high priority projects):

General

· Monitor impact of legally enforceable Auditing Standards & Emerging Issues*

Assurance (ASAE)

· AUS 108 ‘Framework for Assurance Engagements’ & AUS 110 ‘Assurance Engagements Other Than Audits or Reviews of Historical Information’*
· Review of AUS 810 ‘Special Purpose Reports on the Effectiveness of Control Procedures’, including AGS 1006 ‘Expression of an Opinion on Internal Control’*
· AUS 806 ‘Performance Auditing’ and AUS 808 ‘Planning Performance Audits’*
· Compliance Auditing Engagements*
· The Audit of Prospective Financial Information

Review Engagements (ASRE)

· ASRE 2400 ‘Review Engagements’*
Related Services (ASRS)

· Engagements to Perform Agreed-upon Procedures
S3 Formulate Guidance Pronouncements

Framework & Drafting Principles

· AUS 524 ‘The Auditor's Use of the Work of the Actuary and the Actuary's Use of the Work of the Auditor in Connection with the Preparation and Audit of a Financial Report’*

· AUS 522 ‘Audit Evidence Implications of Externally Managed Assets of Superannuation, Provident or Similar Funds’ & AGS 1026 ‘Superannuation Funds - Auditor Reports on Externally Managed Assets’*
· AGS on ‘Audit of Concise Financial Reports’*
· AGS 1050 ‘Audit Issues Relating to the Electronic Presentation of Financial Reports’

· AGS 1044 ‘Audit Reports on Information Provided Other than in a Financial Report (including current issues in AGS 1040 Franchising Code of Conduct)’*
· AGS 1002 ‘Bank Confirmation Requests’
· AGS 1014 ‘Privity Letter Requests’
· AGS 1028 ‘Uncertainty’
· AGS 1030 ‘Auditing Derivative Financial Instruments’*
· AGS 1042 ‘Reporting on Control Procedures at Outsourcing Entities’*
· AGS 1048 ‘The Special Considerations in the Audit of Small Entities’
· AGS 1066 ‘Reporting by Auditors on Compliance with International Financial Reporting Standards’
· AGS 1036 ‘The Consideration of Environmental Matters in the Audit of a Financial Report’
· AGS 1054 ‘Auditing Revenue of Charitable Entities’
· AGS 1062 ‘Reporting in Connection with Proposed Fundraisings’
· AGS 1056 ‘Electronic Commerce - Effect on the Audit of a Financial Report’
· AGS 1038 ‘Access to Audit Working Papers (revised in 2006)’
· AGS 1046 ‘Responding to Questions at an Annual General Meeting’
AGS – Related to Other Regulatory Bodies

· AGS 1064 ‘Audit Implications of Prudential Reporting Requirements for General Insurers’
· AGS1008 ‘Audit Implications of Prudential Reporting Requirements for Authorised Deposit-taking Institutions’
· AGS 1068 ‘Audit Requirements for Australian Financial Services Licensees under the Corporations Act 2001’
· AGS 1024 ‘Life Insurance Act 1995 – Audit Obligations’*
· AGS 1052 ‘Special Considerations in the Audit of Compliance Plans of Managed Investment Schemes’ & AGS 1058 ‘Auditing Mortgage Investment Schemes’
· AGS 1070 ‘Risk Management Statements’*
Guidance on Emerging Issues

· GN on Lawyers’ Representation Letters*
· Other Guidance, as required (e.g., Guidance Notes and Alerts)*
ASIC REVISED RELIEF POLICY STATEMENT
ASIC issued a revised Policy Statement PS 51 ‘Applications for Relief’ outlining how it uses its powers to reduce the burden on business.  This policy statement is a product of ASIC’s ‘Better Regulation Initiatives’ that aim to achieve better and more transparent regulation.

PS 51 updates and clarifies ASIC’s previous policy on: how it deals with requests to reduce regulatory burdens; what information applicants need to provide for ASIC to make a decision; and what factors ASIC takes into account when making a decision.  The policy statement provides details on lodging electronic applications, and how ASIC endeavours to provide early indications if it has concerns about a particular request.  ASIC also intends to provide further guidance on how to make an application for relief through developing templates that are expected for release by 31 December 2006.

CONTINUOUS DISCLOSURE CHARGE
Mr Richard Hayter, the former Managing Director of Harts Australasia Ltd has been committed to stand trial on one count of being knowingly concerned in the company’s failure to keep the market informed of an unexpected loss of $9.7 million in 2001.  ASIC commenced an investigation following a referral by the ASX.

In May 2000, Harts Australasia listed on the ASX after raising $30 million from a prospectus lodged with ASIC. At the time, this prospectus forecast a net profit after tax of $12.381 million for the year ending 30 June 2001.  On 25 January 2001, Harts Australasia released a revised financial outlook to the ASX anticipating a half yearly loss of $9.7 million to 31 December 2001.

ASIC alleges that Mr Hayter failed to comply with his continuous disclosure obligations in accordance with the Corporations Act and the ASX listing rules.  Mr Hayter pleaded not guilty to the charge.

COURT ORDERS WIND UP OF LISTED COMPANY
The Federal Court of Australia ordered ASX-listed company Green Pacific Energy Limited (GPE), and its subsidiary Green Pacific Energy Capital Pty Ltd, to be wound up following an application made by ASIC.  ASIC commenced a surveillance review of GPE and its related entities after receiving a notice from GPE’s external auditor that raised concerns about the solvency of the company and corporate governance issues.

ASIC sought to wind up Sydney-based GPE on the grounds of insolvency, and on just and equitable grounds following allegations that GPE’s Chairman and Chief Executive Officer, Mr Alfred Chi Wai Wong, had acted in his own interest rather than in the interests of GPE’s members as a whole.

The allegations were focused on two main events: 

· The use of $4.8 million, out of $6.3 million invested in GPE by JF Capital Partners Ltd, a specialist wholesale Australian equities manager, for the repayment of debts owed to companies related to Mr Wong.  This was done without the knowledge or approval of the GPE Board of Directors and contrary to the direct representations that were made to investors, and the representations made to the public by announcements to the ASX, that the funds would be ‘applied to the roll out of GPE’s pipeline of renewable energy projects’; and

· The promotion of promissory notes in GPE at public seminars and the issue of these promissory notes to members of the public, under the direction of Mr Wong, to raise capital for the company, when the Board of Directors had clearly resolved not to issue any promissory notes to the public until GPE had a firm business strategy in place.

The Honourable Justice Greenwood was satisfied that the conduct of Mr Wong was improper and misleading.  He stated in his judgment that, ‘Public interest in the governance of corporations and particularly corporations listed on the Australian Stock Exchange demands engagement by the Board in material questions which affect or are likely to affect the affairs of the company and the interests of the members and creditors’.

REMINDER: G100 CONGRESS
The Group 100 
Congress is to be held on 26-27 September 2006, at the Westin Hotel, Sydney, with the theme ‘The CFO – What’s Next?’  The program’s topics are: Transforming Business Culture - Impediments and Opportunities; Lessons Learned as a new CEO; Leveraging the Unique Perspective of the CFO to add Significant Value; Managing the Audit Committee Relationship; A Chairman’s Perspective on Audit and Risk Committees; CFOs - The Momentum Towards Greater Leadership; and The Communication Gap with the Financial Community: Investment Analyst View.  Further information is available at www.group100.com.au or email g100@group100.com.au.

OUTSTANDING EXPOSURE DRAFTS

Accounting

22 September ED 150 ‘Proposed Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial Statements: Financial Instruments Puttable at Fair Value and Obligations Arising on Liquidation’ – AASB

29 September ED ‘Proposed Amendments to IAS 23 Borrowing Costs’ – IASB

4 October D19 IAS 19 ‘The Asset Ceiling: Availability of Economic Benefits and Minimum Funding Requirements’ – AASB

9 October Discussion Paper ‘Preliminary Views on an improved Conceptual Framework for Financial Reporting: The Objective of Financial Reporting and Qualitative Characteristics of Decision-useful Financial Reporting Information’ – AASB

13 October ‘Corporations Amendment (NZ Closer Economic Relations) Bill 2006’ – 

Treasury

23 October ED ‘Proposed Amendments to AASB 132 Financial Instruments: Presentation and AASB 101 Presentation of Financial Statements: Financial Instruments Puttable at Fair Value and Obligations Arising on Liquidation’ – IASB

31 October ‘A Review of the Policy of Sector-Neutral Accounting Standards’ – FRC

31 October D19 IAS 19 ‘The Asset Ceiling: Availability of Economic Benefits and Minimum Funding Requirements’ – IFRIC

3 November Discussion Paper ‘Preliminary Views on an improved Conceptual Framework for Financial Reporting: The Objective of Financial Reporting and Qualitative Characteristics of Decision-useful Financial Reporting Information’ – FASB and IASB

6 November D20 ‘Customer Loyalty Programmes’ – IFRIC

Auditing

30 September Proposed IAS 701 ‘The Independent Auditor’s Report on Other Historical Financial Information’ – AUASB
30 September Proposed ISA 800 ‘The Independent Auditor’s Report on Summary Audited Financial Statements’ – AUASB

December 15 ‘Approaches to Developing and Maintaining Professional Values, Ethics and Attitudes’ – IAESB

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
GAAP Alert

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.  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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