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

· IASB October Meeting Agenda

· New FASB Standard on Pensions

· Opportunity 1:  IASB Seeks Help on Employee Benefits Project

· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
IASB OCTOBER MEETING AGENDA
The Agenda for 16-20 October meeting includes the following:

· Financial Statement Presentation:  Discuss the short-term and long-term sub-categories in the operating category; presentation of information about liquidity in the notes to the financial statements; the definition of financing liabilities, treasury assets, and investments; application of the measurement working principle; and the presentation of other comprehensive income items

· Business Combinations II:  Discuss the accounting for specific types of intangible assets acquired as part of a business combination, such as: assembled workforce. reacquired rights and pre-existing relationships; and in-process research and development.  The IASB will also discuss whether an acquirer should recognise measurement period adjustments retrospectively or prospectively

· IFRS 2 Share-based Payment:  Continue discussions on submissions on ED ‘IFRS 2 Share-based Payment – Vesting Conditions and Cancellations’

· Liabilities – Amendments to IAS 37:  Reconsider the measurement principle proposed in the ED

· Conceptual Framework:  Discuss the Elements of financial statements

· Accounting Standards for SMEs:  Consider a near-final draft of an ED of an IFRS for SMEs, including model financial statements and a disclosure checklist

· Intangible Assets:  Discuss the intangible assets research project’s scope and approach, and project plan in the context of the MoU between the FASB and the IASB.  The discussion will consider the appropriateness of the project, focusing on the feasibility of extending the principles for the initial accounting for intangible assets acquired in a business combination to the same kind of intangible assets acquired otherwise than in a business combination

· Service Concession Arrangements:  Vote to approve the issue of an Interpretation (formerly D12-D14)

· IFRS 2 – Group and Treasury Share Transactions:  Vote to approve the issue of an Interpretation (formerly D17)

· Segment Reporting:  Address sundry issues arising from exposure draft ED 8

· Financial Instruments:  Consider the issue submitted by IFRIC on how to address the issue of what can be designated as a hedged portion under IAS 39

· Revenue Recognition:  Discuss the contents of the first due process document for this project (due to be published next year)

· Related Party Disclosures:  Clarify the definition of a related party and whether it will include as related parties an associate and a subsidiary of the associate’s significant investor

· Annual Improvements:  Issues to be discussed: Should investment property under construction be within the scope of IAS 40 ‘Investment Property’ instead of IAS 16 ‘Property, Plant and Equipment’?; and in IAS 17 ‘Leases’, should contingent rents relating to operating leases be recognised as incurred or amortised on a straight-line basis?

· Post-employment benefits:  Intermediate risk plans (education session)

· Extractive activities:  Research project (education session), and

· Insurance contracts:  Consider constitutents’ input on recommended accounting models for insurance contracts.

In due course, these projects will affect the work program of the AASB.

NEW FASB STANDARD ON PENSIONS
The FASB issued a standard SFAS No.158 ‘Employers’ Accounting for Defined Benefit Pension and Other Post-retirement Plans’ that will require employers to fully recognise the obligations associated with single-employer defined benefit pension, retiree healthcare and other postretirement plans in their financial statements.

SFAS No.158 applies to plan sponsors that are public and private companies and non-governmental not-for-profit organisations.  The requirement to recognise the funded status of a benefit plan and the disclosure requirements are effective as of the end of the fiscal year ending after 15 December 2006, for entities with publicly traded equity securities, and at the end of the fiscal year ending after 15 June 2007, for all other entities.  The requirement to measure plan assets and benefit obligations as of the date of the employer’s fiscal year-end statement of financial position is effective for fiscal years ending after 15 December 15 2008.

Under past accounting standards, the funded status of an employer’s post-retirement benefit plan (i.e., the difference between the plan assets and obligations) was not always completely reported in the balance sheet.  Employers reported an asset or liability that almost always differed from the plan’s funded status because previous accounting standards allowed employers to delay recognition of certain changes in plan assets and obligations that affected the costs of providing such benefits.  Past standards only required an employer to disclose the complete funded status of its plans in the notes to the financial statements.

SFAS No.158 (an amendment of FASB Statements No. 87, 88, 106, and 132R), requires an employer to:

· Recognise in its statement of financial position an asset for a plan’s overfunded status or a liability for a plan’s underfunded status

· Measure a plan’s assets and its obligations that determine its funded status as of the end of the employer’s fiscal year (with limited exceptions), and

· Recognise changes in the funded status of a defined benefit postretirement plan in the year in which the changes occur.  Those changes will be reported in comprehensive income of a business entity and in changes in net assets of a not-for-profit organisation.

SFAS No. 158 completes the first phase of the FASB’s comprehensive project to improve the accounting and reporting for defined benefit pension and other postretirement plans.  A second, broader phase of this project will comprehensively address remaining issues. The FASB expects to collaborate with the IASB on that phase.

OPPORTUNITY 1: IASB SEEKS HELP ON EMPLOYEE BENEFITS PROJECT
The IASB is seeking nominations for a working group to help in its new project on employee benefits.  The project, to be conducted in two phases, will be a comprehensive review of the accounting required by IAS 19 ‘Employee Benefits’.  The first phase will consider revisions that would achieve significant improvements in the short term, with a view to an interim standard being issued in three or four years’ time.

As the first step in its due process, the IASB intends to publish a discussion paper in 2007.  The issues to be included in the first phase of the project are: accounting for intermediate risk plans (including cash balance plans), including a definition of defined benefit and defined contribution arrangements; smoothing and deferral mechanisms; presentation and disclosure; and treatment of settlements and curtailments.

The Working Group is intended to provide a variety of expert perspectives on accounting for post-employment benefits.  The IASB is seeking members with practical experience in the operation, management, valuation, financial reporting, auditing or regulation of the following types of arrangements: defined benefit plans; defined contribution plans; intermediate risk plans (eg cash balance plans); post-retirement medical plans; multi-employer plans; state plans; and insured benefits.

The role of the Working Group willto provide views and practical advice on the concepts, ideas and proposals developed by the IASB and its staff, and not to develop proposals of its own.  Members of its working groups are unpaid volunteers.  The IASB does not reimburse travel and other expenses.

Nominations should be sent to Jenny Lee jlee@iasb.org to arrive by 17 November 2006, and include a short biography and a statement of the nominee’s current capacity in professional organisations in which the nominee has relevant responsibilities.  The first meeting of the Working Group is provisionally scheduled for January 2007 in London.

OUTSTANDING EXPOSURE DRAFTS

Accounting

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

22 November ‘Not-for-profit Financial Reporting Guide’ – NZICA

Auditing

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
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