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

· ASIC Releases Draft Guidance on Shorter, Better Prospectuses
· UIG February Agenda

· IASB January Meeting Highlights
· e-GAAP Newsletters Released
· Outstanding Exposure Drafts, and
· Manage Your Financial Reporting and Audit Risks.
ASIC RELEASES DRAFT GUIDANCE ON SHORTER, BETTER PROSPECTUSES
ASIC has released draft guidelines ‘Better Prospectus Disclosure’ for issuers and advisers on the preparation of prospectuses.  The draft policy statement includes advice about the Corporations Act requirement that prospectuses be worded and presented in a clear, concise and effective manner.  Comments on the draft policy statement are due by 7April 2006.

The themes of the draft guidelines include issuers should explain the practical implications of what is being offered, rather than presenting a mass of legal and financial details.  Prospectuses should present a balanced picture of risk and return.  Risk disclosure should be specific, and not just a long list of every conceivable risk. 

The ‘clear, concise and effective’ requirement demands that issuers and advisers re-think the whole craft of prospectus writing.  The days of a 200 plus page prospectus needs serious reconsideration.

Under the draft guidance, ASIC recommends issuers:

· Make prospectuses as short as possible

· Omit extraneous material

· Highlight critical information

· Organise information in a logical way, e.g., cascade the story from the simple to the more detailed

· Provide clear navigation around the document

· Consider incorporating technical and detailed financial information by reference

· Use plain and direct language, and

· Use a range of communication tools, including simple graphical illustrations.

The policy statement also provides guidance on some specific prospectus content issues that have arisen in the past such as: risk disclosure; high-yield debentures; use of proceeds of the fundraising; and share allocation policy.

UIG FEBRUARY AGENDA
The agenda for 16 February meeting of the UIG includes Australian versions of IFRIC Interpretations addressing:

· Restating financial statements for the effects of hyperinflation – Hyperinflation Restatement Approach (IFRIC 7)

· The scope of the Standard on share-based payments – Share-based Payment (IFRIC 8)

· Interim financial reporting and impairment (IFRIC D18), and

· Timing of issuance of separate financial statements before Consolidated Financial Statements.

IASB JANUARY MEETING HIGHLIGHTS

The IASB met in London on 24 – 25 January, when it discussed: Business Combinations Phase 2; Financial Instruments and Insurance; Short-term convergence with the FASB - borrowing costs; Performance reporting; Accounting standards for small and medium-sized entities; Earnings per share; and IFRIC activities.  As the AASB uses the IASB’s IFRS and IFRIC’s Interpretations as the foundation pronouncements, international developments with respect to these will affect Australian financial reporting in due course.

Borrowing Costs

The IASB had previously decided to eliminate from IAS 23 ‘Borrowing Costs’ the option of immediate recognition as an expense of borrowing costs that are directly attributable to the acquisition, construction or production of a qualifying asset.  In January, the IASB agreed the transitional provisions of the proposed amendments, acknowledging that retrospectively may be impracticable for some entities as the necessary information may not have been gathered.  The comment period for the exposure draft will be three months.

The transitional decisions made included:

· Existing IFRS users should apply the proposed amendments prospectively to borrowing costs relating to qualifying assets for which the commencement date for capitalisation is after the effective date; and

· First-time adopters should apply transitional provisions equivalent to those available to existing IFRS users.

Performance Reporting

IASB discussed final changes to a draft of Proposed Amendments to IAS 1 ‘Presentation of Financial Statements’.  It was reconfirmed that the Exposure Draft would propose that a complete set of financial statements that includes a statement of financial position at the beginning of the period.

IAS 34 ‘Interim Financial Reporting’ will not be amended as a result of the inclusion of a statement of financial position at the beginning of the period in a complete set of financial statements.

IFRS 1 ‘First-time Adoption of International Financial Reporting Standards’ will be amended to require a first-time adopter to include, in its first IFRS financial statements, a reconciliation of total recognised income and expense under previous GAAP (or its equivalent) for the latest period in the most recent annual financial statements, to its total recognised income and expense under IFRSs for the same period.

IAS 7 and IAS 10 will be retitled as IAS 7 ‘Statement of Cash Flows’ and IAS 10 ‘Events after the Reporting Date’.

Dividends recognised as distributions to equity holders will be presented in the statement of changes in equity or in the notes.  Dividends will not be permitted to be presented on the statement of recognised income and expense.

There will be a re-ordering some sections of IAS 1 and some minor editorial changes for consistency within IAS 1 and with other standards.

Earnings Per Share

IAS 33 ‘Earnings per Share’ is to be amended to require use of the treasury stock method for calculating the dilutive effect of convertible instruments. The treasury stock method replaces the ‘if converted’ method currently used in IAS 33.  An exposure draft of the proposed amendments to IAS 33 is now to be prepared.

Update on IFRIC Activities

Recent activities of IFRIC included

· A draft handbook on its due process has been reviewed and will be presented to the Trustees in March 2006 for approval to publish the document for public comment.

· Not to add to its agenda a question on the scope of IFRS 6 ‘Exploration for and Evaluation of Mineral Resources’, and

· Publishing a tentative decision not to add to its agenda a question about separate financial statements issued before consolidated financial statements.

D15 ‘Reassessment of Embedded Derivatives’ was approved approval by the IASB subject to editorial amendments clarification of the paragraph dealing with first time adopters.

Other

The IASB discussed a strategy for redeliberating the proposed revised IFRS 3 ‘Business Combinations’ and the proposed amendments to IAS 27 ‘Consolidated and Separate Financial Statements’ (Business Combinations Phase 2).  The revised standards are likely to be published in the middle of 2007.

Progress report on activities of the Financial Instruments and Insurance working groups was discussed, but no decisions were made.

A preliminary draft of major portions of an Exposure Draft of IFRS on Small and Medium-sized was discussed.  No decisions were made.  The Board will discuss the applicability of individual standards in the proposed ED, section by section, from its February.

Agenda for February Meeting and 2006 Meeting Dates

At its 20-24 February meeting, the IASB will discuss the following topics: 

· Amendments to IAS 37

· Business Combinations Phase 2

· Conceptual Framework

· Fair value measurements

· Financial instruments puttable at fair value

· Insurance Contracts Phase II

· Revenue recognition

· Short-term convergence on income taxes, and

· Accounting standards for SMEs.
IASB meeting dates for 2006 are: 27-31 March; 24-28 April (joint with FASB); 22-26 May; 19-23 June; 17-21 July; 18-22 September; 16-24 October (joint with FASB); 13-17 November; and 11-15 December.

e-GAAP UPDATES NEWSLETTERS RELEASED

To date during 2006, three e-GAAP Updates have been released to subscribers:

· No. 1/2005 ‘Understanding Revised Accounting Policies, Estimates and Errors Standard’ (16 pages);

· No. 2/2005 ‘Tinkering at the Edges in Revised Segment Reporting Standard’ (20 pages); and

· No.3/2005 ‘Interim Financial Reporting – Revised Standard Analysed’ (23 pages).

OUTSTANDING EXPOSURE DRAFTS

The following accounting and auditing exposure drafts are due for comment by the following dates:

Accounting

· 19 March D18 ‘Interim Financial Reporting and Impairment’ – IFRIC

· 28 March AASB/ IASB Discussion Paper ‘Management Commentary’ – AASB and IASB

· 20 April ED 145 ‘Operating Segments’ – AASB (IASB ED 8)

· 19 May Discussion Paper ‘Measurement Bases for Financial Accounting – Measurement on Initial Recognition’ – IASB

· 2 June ED ‘Proposed Amendment to IFRD 2’ – IPSASB

· 30 June ED 29 ‘Revenue from Non-Exchange Transactions (Including Taxes and Transfers) – IPSASB
Corporate Governance

· 15 April ED Draft ‘Guidance for the Development of a Code of Corporate Conduct’ – IFAC

Auditing

· 31 January ‘Force of Law Audit Exposure Drafts’ (ED's 27-36) – AUASB

· 28 February ED ‘Auditing Standards Clarity Project’ – IAASB

MANAGE YOUR FINANCIAL REPORTING AND AUDITING RISKS

Financial Reporting Briefings

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, a member of the AASB, at colin@gaap.com.au or 0421 088 611.
Priority Delivery of Australian GAAP 2006

‘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, and

· 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.
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