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

· Revised AASB 101 ‘Presentation of Financial Statements’

· Corporate Governance Review of Listed Trusts

· AASB and Consultative Group November Agendas

· IFRIC November Agenda

· Impairment Public Sector ED Released

· Employee Benefits Public Sector ED Released

· Opportunity 1: ASIC Summer School

· Opportunity 2: Practice Improvement Network Meeting at Mt. Buffalo
· Outstanding Exposure Drafts, and

· Manage Your Financial Reporting and Audit Risks.
REVISED AASB 101 ‘PRESENTATION OF FINANCIAL STATEMENTS’
The AASB has released a revised AASB 101 ‘Presentation of Financial Statements’ (October 2006) that applies to annual reporting periods beginning on or after 1 January 2007.  The revised AASB 101 is based on ED 148 ‘Proposed Amendments to AASB 101 Presentation of Financial Statements: A Revised Presentation’ (April 2006) that contained specific Australian amendments to AASB 101 and amendments to IAS 1 by the IASB that would also affect AASB 101.

AASB 101 ‘Presentation of Financial Statements’ (October 2006) addresses the AASB deliberations in respect to the following specific Australian issues that were identified in ED 148:

· Concise financial report

· Directors’ report and remuneration report

· Definition of a general purpose financial report

· Identification of the framework used in the preparation of the financial statements

· Disclosing whether financial reports are general purpose financial reports or special purpose financial reports

· Australian currency

· Rounding basis

· Operating cycle

· Retained earnings

· Encouragement of using formats illustrated

· Position of the statement of compliance with Australian Accounting Standards

· Economic dependency

· Capital commitments and other expenditure commitments, and

· Illustrative examples and Australian implementation guidance.

AASB 101 ‘Presentation of Financial Statements’ (October 2006) does not contain proposed amendments identified by the IASB, as the IASB is yet to finalise deliberations its on proposed amendments.  A full review of AASB 101 ‘Presentation of Financial Statements’ (October 2006), including changes and implications will be shortly issued to subscribers of our e-GAAP Update subscription service.

CORPORATE GOVERNANCE REVIEW OF LISTED TRUSTS
ASX Markets Supervision, the supervisory subsidiary company of the ASX, has completed its first review of corporate governance reporting by listed trusts.  The results are based on a review of the annual reports of 89 listed trusts having a 30 June 2005 balance date.  The review formed part of its examination of compliance by listed entities with ASX Listing Rules and the ASX Corporate Governance Council’s ‘Principles of Good Corporate Governance and Best Practice Recommendations’.

The overall high reporting level for the listed trust sector shows that listed trusts are fulfilling their corporate governance reporting requirements as satisfactorily as listed companies, and that the market is being kept well informed of the corporate governance practices of entities listed on ASX.  The results show that in most cases, corporate governance reporting by listed trusts compares favourably with corporate governance reporting by listed companies.  The overall reporting level (being the aggregate of the levels of adoption of the Recommendations and the levels of ‘if not, why not?’ reporting against the Recommendations) for the listed trust sector in 2005 was 86%, compared with 88% for listed companies.

10 out of 28 Recommendations had reporting levels over 90% (compared with 14 out of 28 for listed companies).  An additional 14 out of 28 Recommendations had reporting levels over 80% (compared with 9 out of 28 for listed companies); and the overall reporting level for listed trusts reviewed in the top-500 was 92%.

The key differences between listed trusts and listed companies were in relation to Principle 2 ‘Structure the board to add value’, and Principle 9 ‘Remunerate fairly and responsibly’.  ASX supervision staff will undertake a program this year to improve awareness among the listed trust sector of disclosure practices in relation to director independence and remuneration.

The information gathered on the key differences between listed trusts and companies, mainly in the areas of director independence and remuneration, will assist the ASX Corporate Governance Council in its current review of the Principles and Recommendations in devising an appropriate way of assisting these entities improve their disclosures in these areas.

AASB AND CONSULTATIVE GROUP NOVEMBER AGENDAS
The agenda for AASB meeting includes the following items:

· Conceptual Framework: consider submission to IASB
· Differences between IFRSs and AIFRSs: consider draft ED
· Interpretations: consider submission on IFRIC D20 ‘Customer Loyalty Programmes’ and IFRIC Interpretations
· Superannuation Entities: consider issues papers
· Extractive Activities: update on IASB research project
· Differential Reporting/ SMEs: consider options for approaches to issues

· Implementation Review: Not-for-Profit Entities: consider nature of issues and plan for undertaking review
· Administered Items: consider issues paper, and

· Intangible Assets: update on IASB research project.
The AASB meets on Wednesday 8 November from 2.00 pm to 5.30 pm, and Thursday 9 November 2006, from 8.30 am to 4.15 pm at the AASB Offices, Level 7, 600 Bourke Street, Melbourne.
The agenda of AASB Consultative Group for its meeting on Wednesday 8 November (Time: 9.30 am – 12.30 pm; and Venue: Gardenia/Grand/Wattle Rooms Medina Grand Melbourne, 189 Queen Street, Melbourne) includes the following:

· Work Program and Priorities: provide feedback on key projects and work program.  Domestic projects, including superannuation entities, GAAP/GFS harmonisation, IASB research projects on extractive industries and intangible assets, IASB/FASB conceptual framework project and IPSASB projects

· Review of AAS 27, AAS 29 and AAS 31: status report

· IFRIC Report

· Service Concessions: Group’s views on future actions by the Board, and

· Differential Reporting/SMEs: Group’s views on future actions by the Board.

IFRIC NOVEMBER AGENDA
The agenda for IFRIC meeting on 1-3 November includes the following items:

Draft Handbook on IFRIC Due Process – Review of responses

IAS 18 ‘Revenue’

· Real estate sales

· Revenue recognition in respect of initial fees paid by a fund manager

Review of 17 tentative agenda decisions published in July and September IFRIC Update

· IFRS 2 ‘Share-based Payment’ – Fair value measurement of post-vesting transfer restrictions

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Valuation of electricity derivatives

· IAS 32 ‘Financial Instruments: Presentation’ – Puts and forwards held by minority interests and IFRS 3 ‘Business Combinations’ – Are puts or forwards received by minority interests in a business combination contingent consideration?

· SIC-12 ‘Consolidation of Special Purpose Entities’ – Relinquishment of control

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Definition of a derivative, indexation on own EBITDA or own revenue

· IAS 32 ‘Financial Instruments: Presentation’ – Foreign currency instruments exchangeable into equity instruments of the parent entity of the issuer

· IAS 32 ‘Financial Instruments: Presentation’ – Changes in the contractual terms of an equity instrument resulting in it being reclassified to a financial liability

· IAS 1 ‘Presentation of Financial Statements’ – Whether the liability component of a convertible instrument should be classified as current or non-current

· IFRS 2 ‘Share-based Payment’ – Incremental fair value to employees as a result of unexpected capital restructurings

· IAS 16 ‘Property, Plant and Equipment’ – Revaluation of investment properties under construction

· IAS 32 ‘Financial Instruments: Presentation’ – Classification of a financial instrument as liability or equity

· IFRS 2 ‘Share-based Payment’ – Employee benefit trusts in the separate financial statements of the sponsor

· IFRS 7 ‘Financial Instruments: Disclosures’ – Presentation of ‘net finance costs’ on the face of the income statement

· IAS 11 ‘Construction Contracts’ – Allocation of profit in a single contract

· IAS 38 ‘Intangible Assets’ – Classification and accounting for SIM cards

· IAS 38 ‘Intangible Assets’ – Adoption of IAS 38 (revised 2004), and

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Testing of hedge effectiveness on a cumulative basis.

Proposals for new IFRIC agenda items

· IAS 41 ‘Agriculture’ – Recognition and measurement of biological produce, and

· IAS 21 ‘The Effects of Changes in Foreign Exchange Rates’ – Hedging a net investment.

Status reports: IAS 19 issues; demergers and other in specie dividends; and derecognition

Proposal for new IFRIC agenda items, IAS 38 ‘Intangible Assets’ – Treatment of catalogues and other advertising costs

Recommendations not to take items onto the IFRIC agenda

· IAS 39 ‘Financial Instruments: Recognition and Measurement’ – Short trading

· IAS 39 ‘Financial Instruments: Recognition and Measurement’/ IAS 27 ‘Consolidated and Separate Financial Statements’ – Financial instruments puttable at an amount other than fair value, and

· IAS 19 ‘Employee Benefits’ – ‘Special wage tax’.

The decisions made by the IFRIC in due course affect the interpretation issues considered by the AASB.

IMPAIRMENT PUBLIC SECTOR ED RELEASED

The International Public Sector Accounting Standards Board (IPSASB) of the International Federation of Accountants (IFAC) has released an exposure draft of a proposed new International Public Sector Accounting Standard (IPSAS), ED 30 ‘Impairment of Cash-Generating Units’ with comments sought by 28 February 2007.

The IPSASB has already addressed assets that are held and operated primarily for the purposes of service delivery in IPSAS 21 ‘Impairment of Non-Cash-Generating Assets’ (December 2004).  ED 30 deals with cash-generating assets held and operated by public sector entities, which are not Government Business Enterprises.

IPSAS 21 deals with the impairment of non-cash-generating assets and directed readers to IAS 36 ‘Intangible Assets’ for guidance on the impairment of cash-generating assets.  ED 30 provides further guidance in dealing with the impairment of cash-generating assets.

The IPSASB specifically seeks comments on whether you agree that:

· Assets that are carried at revalued amounts, under the revaluation model in IPSAS 17 ‘Property, Plant and Equipment’, should be excluded from the scope of this ED

· There should not be detailed requirements or guidance relating to goodwill

· The definition of cash-generating assets as assets ‘held with the primary objective of generating a commercial return’ is appropriate

· The guidance on identifying cash-generating assets is appropriate and clear

· If a non-cash-generating asset contributes to a CGU it should firstly be assessed for impairment under IPSAS 21, and a proportion of the carrying amount of a non-CGU asset following the application of any impairment loss calculated under IPSAS 21 should be allocated to the carrying amount of any CGU to which it contributes, and

· There is no need to include a definition of, and requirements and guidance related to ‘corporate assets’.
EMPLOYEE BENEFITS PUBLIC SECTOR ED RELEASED

The IPSASB has released ED 31 ‘Employee Benefits’ with comments sought by 28 February 2007.  ED 31was developed in accordance with one of the IPSASB’s key strategic aims promoting convergence with IFRSs where the requirements of IFRSs are applicable to the public sector.

ED 31 is based on IAS 19 ‘Employee Benefits’ and addresses the four categories of employee benefits dealt with in IAS 19: short-term employee benefits; post-employment benefits; other long-term employee benefits; and termination benefits.

The proposed standard also deals with a number of issues of specific relevance to the public sector, including: determining the risk-free discount rate to be applied for discounting obligations arising from post-employment benefits; the treatment of post-employment benefits provided through composite social security programs; and mechanisms for the orderly implementation of the proposed standard in the public sector.

The IPSASB specifically seeks comment on whether you agree that:

· This Standard include within its scope short-term employee benefits, as well as post-employment benefits, other long-term benefits and termination benefits

· The definition of composite social security programs is appropriate

· The accounting requirements for composite social security programs are appropriate.  Obligations under composite social security programs, which relate to consideration in exchange for service rendered by employees and former employees of the reporting entity, are accounted for in the same way as for multi-employer plans

· The risk-free discount rate used to discount post-employment benefit obligations should be determined by reference to: market yields at the reporting date on government bonds consistent with the currency and estimated term of the post-employment benefit obligations; or market yields at the reporting date on high quality corporate bonds consistent with the currency and estimated term of the post-employment benefit obligations, where there is no deep market in government bonds, or where the market yield on government bonds is not the best representation of a risk-free rate

· The Standard does not provide guidance where there is a deep market in neither government bonds nor high quality corporate bonds

· Reporting entities should be permitted to adopt a policy of fully recognising actuarial gains and losses in the period in which they occur in the Statement of Recognised Revenue and Expense

· The disclosures required for post-employment benefits are appropriate

· This Standard becomes effective for reporting periods commencing on a date five years after its issuance, although it can be applied earlier

· On first time adoption of this Standard all actuarial gains and losses related to initial liabilities for defined benefit obligations should be recognised in opening accumulated surpluses or deficits, and

· The relief from providing comparative information in the first year of adoption of this Standard and from making disclosures requiring comparative information and information from prior periods are appropriate.

OPPORTUNITY 1: ASIC SUMMER SCHOOL
The ASIC Summer School is an intensive five-day thought leadership forum for Australian and overseas markets and regulatory senior executives that will be held at The Westin Sydney from 5–9 March 2007.
The first three days focus on doing business globally, better regulation and Australia’s place in Asia’s financial markets.  It will give perspectives on global and cross-border financial regulation, as well as looking at better ways of understanding consumers and their different cultural backgrounds.  The final two days will concentrate on optimising the Australian regulatory experience.
A detailed program of speakers will be available shortly and registrations open in November 2006.  In the meantime, if you would like to receive further information about ASIC Summer School 2007, email summerschool@asic.gov.au to register your interest.
OPPORTUNITY 2: PRACTICE IMPROVEMENT NETWORK MEETING AT MT. BUFFALO
Many firms and practitioners have a need to find out what is happening in the marketplace of the profession and avoid re-inventing the wheel when it comes to software implementation, strategies and directions generally.  Anzan Professionals is a group that brings independent firms together on a regular basis in a non-competitive, friendly environment to assist each other in what has been described as an ‘advisory board’ role.

Anzan Professionals facilitate regular meetings across Australia and NZ and have scheduled a practice improvement network meeting in VIC at Mt Buffalo  (23rd and 24th November) and invite you to attend – without obligation or meeting fee.  Anzan Professionals are also offering a FREE practice review for the first 10 firms to book.  You have nothing to lose; Anzan Professionals also offer a ‘morning tea guarantee’ if you decide to leave before morning tea they even refund your deposit (towards disbursements for dinner, etc).  There is no limit on numbers from your firm – bring as many as you like!  ACT now; phone Ann on 02 69 717 314 or email David Connell direct at dconnell@anzan.com.au.  Also visit www.anzan.com.au.

OUTSTANDING EXPOSURE DRAFTS

Accounting

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

27 February ED 30 ‘Impairment of Cash-generating Units’ – IPSASB
27 February ED 31 ‘Employee Benefits’ – IPSASB

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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