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general information (Nice
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Know).
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In this FRA News, your attention is drawn to the following
developments:
Need to know:
nn
nn
nn
nn
nn
nn
nn
nn
nn
nn
nn

ASIC findings from 30 June 2013 financial reports
Superannuation prudential practice guides
Accounting standards operative for 31 December reminder
New superannuation standard nears
Hedge accounting made easier
Charities Act 2013 comes into force
Governance-related ASX-Listing Rule changes deferred
Four new standards issued by AASB
Top charity concerns revealed by ACNC
Indigenous charities a CIS by ACNC
Stapled entities presentation of financial statements
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Essential guidance for the December 2013 season
ASX long-term suspended entities
Financial System Inquiry terms of reference
ACNC reminders
ADIs Basel III liquidity reforms
AASB December meeting highlights
Superannuation, better regulation and governance proposals
AUASB December meeting highlights
Three auditing EDs on assurance engagements
Companies fined for failing to lodge annual reports
APRA’s standard and proposed guidance on risk management
Rate-regulated activities interim standard
Annual improvements ED
Equity method in separate financial statements comeback?
Business combinations post-implementation review
Debt disclosures IASB survey
Valuation services guidance note released
Different bases of value proposed guidance
Counterparty and own risk valuations proposed guidance
Audit quality – FRC responsibilities
RSE prudential reporting requirements– audit implications
Assuring greenhouse gas emissions
Forensic accounting revised standard issued

ASIC findings from 30 June 2013 financial reports
ASIC announced the results from a
review of 30 June 2013 financial reports
that covered 280 listed and other public
interest entities. ASIC made inquiries of
70 entities on 100 matters – a strike rate of
25% of financial statements inspected.
ASIC continued to identify issues with
inadequate impairment of assets and
inappropriate recognition of revenue; the
issue and frequency were:
nn Impairment and other asset values (34)
nn Revenue recognition (14)
nn Consolidation of other entities (9)
nn Amortisation of intangibles (6)
nn Segment reporting (6)
nn Non-IFRS financial information (5)
nn Financial instruments (4)
nn Control of assets (3)
nn Current classification of assets (3)
nn Operating and financial review (3)
nn Business combination accounting (2)
nn Related party disclosures
nn Joint arrangements (1)
nn Going concern (1), and
nn Other matters (7)
Of these 100 matters: eight made material
restatements of reported net assets
and profits; three agreed to provide
additional material disclosures; and twelve
have been concluded without changes
to their financial reporting. Inquiries
of other entities are being finalised in
areas such as impairment, revenue
recognition, consolidation of other entities,
amortisation of intangibles, segment
reporting and OFR disclosures. Inquiries of
individual entities will not necessarily lead
to material restatements.
Asset values and impairment testing
ASIC continued to identify concerns
regarding assessments of the
recoverability of the carrying values
of assets, including goodwill, other
intangibles, investment properties and
property, plant and equipment. A number
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of entities agreed to made significant
impairment write-downs and improve
their disclosures on matters such as key
assumptions.
In determining the carrying amount of
cash generating units, entities:
nn Appeared to have identified cash
generating unit (CGUs) at too high a
level, or used single CGUs where cash
flows for individual assets are largely
independent, resulting in cash flows
from one asset or part of the business
being incorrectly used to support the
carrying values of other assets, and
nn Did not include all assets that generate
the cash inflows in the carrying amount
of a CGU, such as inventories and trade
receivables; incorrectly included the
benefit of tax losses in determining
the recoverable amount of a CGU; and
incorrectly deducted liabilities from the
carrying amount of a CGU.
In relation to the reasonableness of cash
flows and assumptions: there continued
to be cases where the cash flows
and assumptions used in determining
recoverable amounts were not reasonable
or supportable having regard to matters
such as historical cash flows, the manner
in which an entity is funded and market
conditions. In particular, ASIC found
cases where: cash flows for value in use
calculations included estimated future
cash inflows or outflows expected to arise
from future restructuring or development
plans; assumptions derived from
external sources were not assessed for
consistency and relevance; and forecasts
extended beyond five years for value in
use calculations even though the entity
had a poor history of making forecasts.
In making fair value assessment some
entities used discounted cash flow
techniques that were dependent on a large
number of management inputs without
considering recoverable amounts for
comparable transactions. Where it is not
possible to determine fair value because
there is no basis for making a reliable
estimate of the amount obtainable from
the sale of the asset in an arm’s length
transaction between knowledgeable and
willing parties, the entity may need to
attribute the asset’s value in use as its
recoverable amount.
Some entities were not giving appropriate
weight to impairment indicators, such as
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obsolescence and market capitalisation
relative to reported net assets.
A number of entities were not making
necessary disclosure of: sensitivity
analysis where there was limited excess
of an asset’s recoverable amount over the
carrying amount and where a reasonably
possible change in an assumption could
lead to impairment; key assumptions
including discount rates and growth rates;
and periods covered by forecasts.
Revenue recognition and expense deferral
ASIC made inquiries to clarify the
recognition of revenue in relation to
sales of goods, provision of services,
investments, consignment stock, cash
received in advance and other contractual
arrangements. Material adjustments
were made by some entities that had
prematurely recognised revenue.
ASIC’s concerns included recognition
of revenue prior to: the performance of
services to which the revenue relates;
control of relevant goods passing to
the buyer; and services being provided
under contracts that involve both the
sale of goods and the provision of related
services. Revenue should be appropriately
allocated to the components and
recognised accordingly.
ASIC also found that the disclosure
of revenue recognition policies was
not sufficiently specific to the entity,
its business and sources of revenue.
Boilerplate accounting policies do
not assist users of a financial report
to understand the basis of revenue
recognition.
Expenses should only be deferred
where there is an asset as defined in the
accounting standards and it is probable
that future economic benefits will arise.
ASIC is making inquiries of three entities
in relation to the control of assets.
Off-balance sheet arrangements and new
standards
ASIC is enquiring on the non-consolidation
of some entities, including some majority
owned entities and also of one entity on
the appropriateness of accounting for a
joint arrangement. A number of entities
affected by the new accounting standards
did not make the necessary disclosures of
the impact of those standards.

Financial instrument values
Inquiries were made in relation to the
valuation of financial instruments not
traded in an active market, including the
adequacy of provisions against loans
made by entities. Disclosure needs to
improve to enable users to assess the
significance of and the nature and extent
of risks under financial instruments. ASIC
noted that: some entities did not provide
information of the assumptions and
technique/ methodology applied when
valuing financial instruments; inconsistent
information in the financial report; and
a number of entities that had disclosed
that they had pledged assets as security
for liabilities did not provide explicit
information on the items pledged.
Amortisation of intangible assets
ASIC is making inquiries of entities
concerning the appropriateness of their
assessment of indefinite useful life and/
or the amortisation periods attributed to
intangibles.
Segment reporting
A number of entities did not appear
to have met the core principle in the
AASB 8 “Operating segments” and
disclosed segment information that
may be important to investors. This
includes some entities that provided
select segment information in market
announcements and other documents
but do not disclose segment information
in their financial reports.
Related party disclosures
A number of entities did not disclose the
terms and conditions of related party

transactions or appear to have incorrectly
described transactions as being on arm’s
length terms and conditions. ASIC
has also made inquiries with entities
regarding the adequacy of related party
disclosures and compliance with Part 2E
of the Act in relation to the approval of
certain transactions.
Going concern
ASIC is currently making inquiries of one
entity concerning the appropriateness of
applying the going concern assumption.
Estimates and accounting policy
judgements
ASIC noted that there was room to
improve the quality and completeness of
disclosures in relation to judgements, key
assumptions, estimation uncertainties,
and significant judgments in applying
accounting policies.
Other material disclosures
Some entities did not disclose: significant
post balance date events that were
known prior to the signing of the financial
report; or the nature of non-audit services
provided by their auditors.
Other areas
ASIC is also making inquiries of entities
in relation to the following matters: the
appropriateness of business combination
accounting, including recognition of
amounts as goodwill rather than a
prepayment for services; recognition of
deferred tax assets where it may not be
probable that future taxable income will
be sufficient to enable its recovery; the
classification of financial instruments as

equity rather than liabilities; treatment of
mine stripping costs; the grossing up of
assets and liabilities; and recognition of
employee provisions.
Disclosure in the operating and financial
review
ASIC has written to a number of
entities regarding omitted or inadequate
disclosures of: the entity’s business
model; business strategies which are
relevant to the entity’s future financial
position and performance; material
business risks that could adversely affect
the achievement of the future financial
performance or financial outcomes
of the entity; underlying drivers of
financial performance; and explanation of
significant changes in balances.
Non-IFRS financial information
ASIC continued to find entities who:
inappropriately disclose non-IFRS
information in the financial report;
describe items of expense as ‘oneoff’ or ‘non-recurring’, even though
they are inherent to the entity’s
business and occur every year or can
be reasonably expected to recur; give
greater prominence to non-IFRS financial
information in market announcements,
investor and analyst presentations,
and/or related media releases; did not
provide a reconciliation between nonIFRS and IFRS financial information in
all relevant documents; and/or did not
disclose whether the non-IFRS financial
information was subject to audit or
review. ASIC contacted a number of
companies in relation to their use of nonIFRS financial information.

Superannuation prudential practice guides
The Australian Prudential Regulation Authority (APRA) released eight final prudential practice
guides (PPGs). The PPGs cover defined benefit matters, contributions and payments,
investment risk management and remuneration. PPGs provide guidance on APRA’s view of
sound practice in particular areas that may assist a registrable superannuation entity (RSE)
licensee in meeting the requirements in APRA’s prudential standards.
The new PPGs: SPG 160 “Defined Benefit Matters”; SPG 222 “Management of Reserves”;
SPG 511 “Remuneration”; SPG 530 “Investment Governance”; and SPG 531 “Valuation”.
Updates to existing superannuation PPGs were: SPG 221 “Adequacy of Resources”; SPG
270 “Contribution and Benefit Accrual Standards”; and SPG 280 “Payment Standards”. The
final remaining PPG, SPG 310 “Audit and Related Matters”, will be released in 2014.
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Accounting standards operative for 31 December
reminder
The following accounting standards apply to 31 December year end
for the first time:
nn AASB 10 “Consolidated Financial Statements”
nn AASB 11 “Joint Arrangements”
nn AASB 12 “Disclosures of Interests in Other Entities”
nn AASB 13 “Fair Value Measurement”
nn AASB 2012-2 “Amendments to Australian Accounting Standards
– Disclosures – Offsetting Financial Assets and Financial
Liabilities”
nn AASB 2012-5 “Amendments to Australian Accounting Standards
arising from Annual Improvements 2009–2011 Cycle”, and
nn AASB 119 Employee Benefits.
AASBs 10-13 are particularly complex, with extensive judgement
and disclosures required. They represent the biggest change to
financial statement preparation since the move to IFRS some seven
years ago.
AASB 10 “Consolidated Financial Statements” requires an investor
regardless of the nature of involvement with an entity to determine
whether it is a parent entity by assessing whether it controls the
investee. AASB 10 is now the gateway to all such decisions rather
than firstly considering other standards such as joint ventures and
associates.
AASB 10 sets out a three principles for determining control (i.e.,
power, exposure, and ability to affect returns) but it is the extensive
application guidance that provides decision tree(s) on the type of
involvement – this is where the detail lies. The effort required and
the extent of documentation needed to support decisions made for
each investor/investee relationship should not be underestimated.
Newly identified subsidiaries need to be accounted for under AASB
3 “Business Combinations” – another challenge. Remember AASB
10 “Consolidated Financial Statements” applies to not-for-profit
entities from 1 January 2014.
AASB 11 “Joint Arrangements” requires each joint arrangement
to be examined and checked against the requirements of the
standard. Then a decision is made on whether there is a joint
operation or joint venture. There now may be more joint operations
determinations with assets, liabilities, revenues, and expenses
relating to joint operations being accounted for by the joint operator
in accordance with standards applicable to those assets, liabilities,
revenues and expenses.
Arguably AASB 13 “Fair Value Measurement” will have its biggest
impact on non-financial assets measured at fair value. But
remember AASB 13 applies to each transaction, asset and liability
measured at fair value under accounting standards. A fair value
measurement requires an entity to determine all the following:
nn The particular asset or liability that is the subject of the

4

measurement (consistently with its unit of account)
nn For a non-financial asset, the valuation premise that is
appropriate for the measurement (consistently with its highest
and best use)
nn The principal (or most advantageous) market for the asset or
liability, and
nn The valuation technique(s) appropriate for the measurement,
considering the availability of data with which to develop inputs
that represent the assumptions that market participants would
use when pricing the asset or liability and the level of the fair
value hierarchy within which the inputs are categorised.
The disclosure requirements under AASB 13 should not be
underestimated.
Finally we come to AASB 12 “Disclosure of Interests in Other
Entities”; it applies to subsidiaries, joint arrangements, associates
and structured entities (a new term). Existing disclosures relating
to all these entities are replaced by AASB 12. Cutting and
pasting note disclosures from a model set of accounts will not
suffice; disclosures should be tailored to the individual entity’s
circumstances and user information needs. Preparers need to
make decisions about the degree of aggregation and disaggregation
of information, and what will meet users’ needs. Preparers also
need to ensure that they can obtain the information from the
entities concerned. Do not leave your disclosure considerations
towards the end of your financial reporting deadline.
Now to the “to do” list:
1. Management and governance need to understand the
requirements and implications of AASBs 10-13, including transitional
and comparative requirements
2. Accounting systems need to be updated to provide relevant
information about the transactions and disclosures
3. Detailed accounting policies need to be developed for
AASBs 10- 13 that apply these standards in the entity specific
circumstances
4. The summary of accounting policies (note 1) needs to be
revised and new notes drafted to comply with new disclosures
required, and
5. A 3rd balance sheet may need to be provided by some entities.
Entities with a 31 December half –year end are also required to
follow the recognition and measurement requirements under
AASB 134 “Interim Financial Reporting”. AASB 101 “Presentation
of Financial Statements” contains disclosure requirements about
accounting policies, judgements, and sources of estimation
uncertainty. AASB 108 “Accounting Policies, Changes in Accounting
Estimates and Errors” sets requirements in relation to changes of
accounting policies including disclosures. These generic standards
also come into play when applying AASBs 10-13.

New superannuation standard nears
The AASB approved a new Standard applying to superannuation entities, which has been
published on the AASB website. The making of the Standard is subject only to a fatal flaw
review by 28 February 2014. The final Standard will replace AAS 25 “Financial Reporting
by Superannuation Plans” and is expected to apply to annual reporting periods beginning
on or after 1 July 2016.
When originally drafted, AAS 25 was intended to address the financial reporting issues
that superannuation plans were specifically dealing with at the time (the early 1990s).
However, in recent years, developments in the superannuation industry and the adoption
of International Financial Reporting Standards mean there has been the need for a
comprehensive review of the general purpose financial reporting requirements applicable
to superannuation entities.
There were also deficiencies in AAS 25 when compared to the requirements in Australian
Accounting Standards applied by other entities. These included AAS 25 permitting entities
not to recognise member liabilities in respect of defined benefit members.

Hedge accounting made easier
The Australian Accounting Standards
Board (AASB) approved amending
Standard AASB 2013-9 “Amendments
to Australian Accounting Standards –
Conceptual Framework, Materiality and
Financial Instruments” which incorporates
the IASB’s Standard IFRS 9 “Financial
Instruments (Hedge Accounting and
amendments to IFRS 9, IFRS 7 and IAS
39)”.
The main amendments regarding financial
instruments are to: add Chapter 6 “Hedge
Accounting” and make consequential
amendments to AASB 9 “Financial
Instruments” and numerous other
Standards; to permit requirements relating
to the ‘own credit risk’ of financial liabilities
measured at fair value to be applied
without applying any other requirements
of AASB 9 at the same time; amend the
mandatory application date of AASB 9 so
that AASB 9 is required to be applied for
annual reporting periods beginning on or
after 1 January 2017 instead of 1 January
2015; and add or amend the Australian
Accounting Standards – Reduced
Disclosure Requirements for AASB 7
“Financial Instruments: Disclosures”
and AASB 101 “Presentation of Financial
Statements”.
Chapter 6 “Hedge Accounting” of
AASB 9 supersedes the general hedge
accounting requirements in AASB 139
“Financial Instruments: Recognition and
Measurement”, which many considered to
be too rules-based and arbitrary. Chapter
6 requirements include a new approach

to hedge accounting that is intended to
more closely align hedge accounting with
risk management activities undertaken by
entities when hedging financial and nonfinancial risks.
Key changes from AASB 139 include:
nn To allow hedge accounting of risk
components of non-financial items that
are identifiable and measurable (many
of which were prohibited from being
designated as hedged items under
AASB 139)
nn Changes in the accounting for the time
value of options, the forward element
of a forward contract and foreigncurrency basis spreads designated as
hedging instruments, and
nn Modification of the requirements for
effectiveness testing (including removal
of the ‘bright-line’ effectiveness test
that offset for hedging must be in the
range 80-125%).
Revised disclosures about an entity’s
hedge accounting have also been added
to AASB 7 “Financial Instruments:
Disclosures”.
AASB 9 (December 2010) introduced
requirements relating to the presentation
of gains and losses of financial liabilities
designated as at fair value through profit
or loss, with changes in fair value due
to changes in own credit risk being
recognised through other comprehensive
income (OCI). Prior to the approval of

AASB 2013-9, in order to apply the own
credit risk provisions, an entity would be
required to apply all the requirements in
AASB 9 (2010), including the requirements
for classification and measurement of
financial assets and financial liabilities.
AASB 2013-9 paragraph 7.1.2 amends
AASB 9 to permit an entity to elect to
apply the own credit risk provisions
without applying the other requirements
in AASB 9 (2010). If an entity does so, it is
required to disclose that fact and provide
the disclosures in paragraphs 10-11 of
AASB 7 concerning financial liabilities
designated at fair value.
AASB 2013-9 also defers the mandatory
application date of AASB 9 to annual
reporting periods beginning on or after 1
January 2017. Earlier application of AASB 9
is permitted, with some conditions.
The IASB removed the mandatory
application date of IFRS 9. However, to
assist entities in their planning the IASB
tentatively decided that the mandatory
application date of IFRS 9 will be no earlier
than annual periods beginning on or after
1 January 2017. The application date of
AASB 9 has been included for Australian
legislative reasons and is subject to
review.
The key message is that the new
requirements for general hedge
accounting are now available for early
application.
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Charities Act 2013 comes into force
Recent parliamentary proceedings confirmed that the Charities Act will be implemented
from 1 January 2014. The Charities Act 2013 defines charity and charitable purpose for
the purposes of all Commonwealth legislation where prior to the Act commencing the
common law was used to define charity and charitable purpose. This means that any
new charities seeking endorsement as a charity post 1 January 2014 will be assessed
using the new statutory definition.
The Charities Act 2013 adds reconciliation, human rights, culture, the environment and
more to the list of purposes that are considered charitable. It recognises that many
modern entities advance causes through education, research and awareness-raising and
prevention. It also clarifies the law on charities and native title. In addition, it protects
charities’ right to advocate for policy and lobby on behalf of the groups they benefit.
If an entity is considering applying to be a charity, the ACNC will have a new online Registration form available from 10 January 2014
with updated guidance available to assist in completing the registration process. The ACNC recommends charities wait until this
time so that your application can be considered under the new Act.
If an entity already has an application underway, entities whose applications were not submitted by 31 December 2013 will need to
complete a new application using the new online Registration form.
If an existing charity registered with the ACNC, the ACNC will work with charities registered with the ACNC to transfer them to the
new subtypes created by the Charities Act 2013, if these apply to them. There will be a period of 18 months for this to happen and,
in general, the ACNC expects that most charities will not have to change their purposes.
It should be noted that the Federal Government intends to consult on the establishment of a new National Centre for Excellence
and associated issues including the future of the Charities Act 2013 in February 2014. The details of the consultation process will
be made available on the Department of Social Services website towards the end of January. The outcomes of the consultation
process will inform the future direction of legislative frameworks, such as, the Charities Act 2013 which may result in amendment or
repeal of existing legislation and therefore may impact eligibility.

Governance-related ASX-Listing Rule changes deferred
The Australian Stock Exchange Limited
(ASX) is considering public submissions
received on the proposed governancerelated changes to its Listing Rules and,
consequently, will defer the originally
planned start date for some of those
rules of 1 January 2014.
The proposed changes being deferred
include the introduction of a new
Listing Rule 3.19B, requiring the
disclosure of on-market purchases of
securities on behalf of employees or
directors or their related parties under
an employee incentive scheme. They
also include amendments to a number
of Listing Rules that currently apply to
“associates”, extending their reach to
“related parties”.
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The ASX intends to release modified
Listing Rule changes addressing these
issues in the first quarter of 2014 for
public consultation. If adopted, the
modified rule changes will not come into
effect any earlier than 1 July 2014.
The deferment of these rules will align
with the start date for a larger package
of rule and guidance note changes
intended to complement the reforms
proposed in a new (third) edition of the
ASX Corporate Governance Council’s
Corporate Governance Principles and
Recommendations.

Four new standards issued by AASB
The AASB approved four new Standards: AASB CF 2013-1 “Amendments to the Australian Conceptual Framework”; AASB 1031
“Materiality”; AASB 2013-9 “Amendments to Australian Accounting Standards – Conceptual Framework, Materiality and Financial
Instruments”; and AASB 1048 “Interpretation of Standards”.
AASB CF 2013-1 “Amendments to the Australian Conceptual Framework” incorporates Chapters 1 and 3 of the IASB’s “Conceptual
Framework for Financial Reporting” into the AASB “Framework for the Preparation and Presentation of Financial Statements” for
application by for-profit entities and, with some amendments, for application by not-for-profit entities.
As an interim step, the AASB is also retaining its existing AASB “Framework” (except as amended by the new Chapters) in
anticipation of further revisions to the IASB “Conceptual Framework”. The AASB does not expect the amendments to cause entities
to change accounting policies adopted under the existing AASB “Framework”.
Chapter 1 “The objective of general purpose financial reporting and Chapter 3 “Qualitative characteristics of useful financial
information” supersede previous guidance on the objective and qualitative characteristics of financial statements. AASB CF 2013-1
also withdraws SAC 2 “Objective of General Purpose Financial Reporting”. The amendments are effective for periods ending on or
after 20 December 2013, with early application permitted.
The revised AASB 1031 “Materiality” is an interim standard that cross-references to other Standards and the “Framework for
the Preparation and Presentation of Financial Statements” (issued December 2013) that contain guidance on materiality. The
AASB is progressively removing references to AASB 1031 in all Standards and Interpretations, and once all these references have
been removed, AASB 1031 will be withdrawn. The revised AASB 1031 is effective from 1 January 2014 and early adoption is not
permitted.
Part A of AASB 2013-9 “Amendments to Australian Accounting Standards – Conceptual Framework” makes consequential
amendments arising from the issuance of AASB CF 2013-1 noted above. Part B makes amendments to particular Australian
Accounting Standards to delete references to AASB 1031 “Materiality”. Part B also makes minor editorial amendments to various
standards. Part C makes amendments to a number of Australian Accounting Standards, including incorporating Chapter 6 “Hedge
Accounting” into AASB 9 “Financial Instruments”.
The revised AASB 1048 Interpretation of Standards is a ‘service’ Standard giving effect to the latest applicable versions of
Interpretations and the Framework.

Top charity concerns revealed by ACNC
Concerns about charity governance, fraud
and private benefit are the leading causes
for complaints about charities according to
the “ACNC compliance – an overview of
the compliance activity” report undertaken
by the ACNC in its first year as the national
charity regulator. The report includes deidentified case studies and lessons for other
charities facing compliance issues.
In the ACNC’s first year, the ACNC
compliance team received and assessed
202 charity related concerns. The majority
of concerns raised about charities fit three
main risk types; governance (50), fraudulent
or criminal activity (48), and private benefit
(21).
The majority of the concerns (131) were
raised by the public, 40 were referred
by other government agencies and the
remainder (31) came from other sources
and active intelligence. Referrals to the
ACNC from other government agencies
have come from 11 different agencies,
including seven state government bodies

and four Commonwealth agencies. There
are currently 55 cases open, eight of these
involve investigations of serious matters.
The top charity concerns were:
nn Governance (25%): a conflict of interest
between a charity’s board members and
the operational decisions made regarding
the charity; the charity not following its
constitution; financial mismanagement;
and lack of, or inadequate policies and
procedures.
nn Fraudulent or criminal activity (24%):
sham charity soliciting funds; bank
accounts changed, funds missing, sale of
charity assets; fundraising scams

nn Other (41%): soliciting funds when not
carrying out any charitable activities;
insolvency; and harm to those who
benefit from the charity.
The ACNC responds to concerns raised
about charities and undertakes intelligence
gathering and investigations, when
appropriate. When wrongdoing occurs,
it is often not just a financial loss that
damages the charity; there is the impact
on reputation and the effects on staff,
volunteers, beneficiaries and board
members.

nn Private benefit (10%): charity resources
used for personal use; inappropriate
personal expenses; corporate
sponsorship used for personal, rather
than charitable purpose

57
7

Indigenous charities a CIS by ACNC
The ACNC released a Commissioners Interpretation Statement
on Indigenous charities. There are some particular legal
issues facing indigenous charities and the Commissioner’s
Interpretation Statement (CIS) aims to clarify the ACNC’s view.
The purpose of this CIS is to provide guidance to ACNC staff on
the how charity law applies to Indigenous charities, including
the recognition of Indigenous disadvantage, applying the public
benefit test and the effect of the new Charities Act 2013. The
ACNC’s legal team has also prepared a paper which explains the
background and reasoning behind the statement.
Of the 2,424 charities registered by the ACNC since it

commenced in December 2012, 519 name Aboriginal and
Torres Strait Islander people among their beneficiaries. Of
these charities, 30 work exclusively for the benefit of Aboriginal
and Torres Strait Islander people. Others commonly nominate
indigenous children and young people among their beneficiaries;
144 of these 519 charities operate nationally.
CISs help to guide charities, the public and ACNC staff on how
the ACNC understands the law. They reflect the ACNC’s current
understanding of charity law and are binding on ACNC staff in
the decision making process.

Stapled entities presentation of financial
statements
ASIC extended Class Order (CO 13/1050) which allows issuers of stapled securities
(stapled entities) to continue to present consolidated or combined financial
statements. The amended class order extends the relief given to stapled entities for
future financial years pending further consideration of reporting requirements by the
IFRS Interpretations Committee.
Stapled entities are listed entities whose securities are traded together such that
each investor has the same proportionate interest in each entity. Consolidated or
combined financial statements provide useful and meaning information on investors’
interest in the overall stapled arrangement, and may be necessary to give a true and
fair view of the individual entity financial reports. Transactions between the entities
are eliminated in preparing consolidated or combined financial statements.
Under a new accounting standard on consolidation accounting, ASIC stated that it is unclear that stapled entities would be permitted to
prepare consolidated financial statements in the absence of the class order. The amended class order provides certainty that entities
can continue their previous consolidated or combined reporting.
A stapled group which has not previously prepared a financial report under Chapter 2M can present consolidated financial statements
under the class order. The Class Order has also been amended to require disclosure:
nn That the class order has been relied upon and whether consolidated financial statements or combined financial statements have
been presented; and
nn Where consolidated financial statements are presented, of the amounts of the non-controlling interests that are attributable to the
stapled security holders.
ASIC extended the application of class order on the understanding that the presentation of consolidated financial statements by
stapled entities may be considered by the IFRS Interpretations Committee in 2014. The class order is intended to provide relief until
the matter is resolved by that committee. ASIC may review its position in response to any future developments, particularly if the IFRS
Interpretations Committee decides not to address the matter.
Class Order also allows stapled entities in a stapled group to present their respective financial statements together in a single financial
report.
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Essential guidance for the December 2013 season
The Institute of Chartered Accountants in Australia biannual
report “Essential guidance for the December 2013 season”
contains highlights of the regulatory considerations for
preparers, directors and auditors of financial reports in light of
prevailing economic conditions. With the economic outlook
remaining uncertain, regulators will continue to examine
asset values and going concern assumptions used in financial
statements this reporting season. Given the continuing
uncertainty in the economy, preparers should carefully consider
the assumptions used in assessing going concern and in testing
of asset impairments.
The guidance points out recent information from the ASIC to
help listed companies understand what should be disclosed
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in their operating and financial reviews. There are several new
accounting standards from the AASB come into effect for the
first time this December. These include AASB 10 “Consolidated
financial statements”, AASB 11 “Joint arrangements”, AASB
12 “Disclosure of interests in other entities” and AASB 13
“Fair value measurement”. Businesses need to prioritise
understanding the new accounting standards. The level of
impact will depend on the particular entity and industry, e.g.,
the ‘joint arrangements’ standard may have a bigger impact on
the mining sector where these types of arrangements are more
common. The report also highlights current tax issues such as
amendments to anti-avoidance and transfer pricing tax laws.

ASX long-term suspended entities
The ASX issued the final version of its proposed new Guidance Note 33 “Removal
of entities from the official list”, which deals with when and how ASX may de-list
an entity, either at the request of the listed entity or at the instigation of ASX. The
new Guidance Note, in particular, gives effect to a change in policy under which ASX
will automatically de-list long-term suspended entities if their securities have been
suspended from trading for a continuous period of three years.
ASX has also released amendments to section 4.23 of Guidance Note 8 “Continuous
Disclosure: Listing Rules 3.1 – 3.1B”, dealing with the disclosures ASX expects an
entity to make if its securities are suspended from quotation.

Financial System Inquiry terms of reference
The Federal Government announced
the final terms of reference for its
Financial System Inquiry. The Inquiry
is charged with examining how the
financial system could be positioned to
best meet Australia’s evolving needs and
support Australia’s economic growth.
Recommendations will be made that
foster an efficient, competitive and
flexible financial system, consistent
with financial stability, prudence, public
confidence and capacity to meet the
needs of users.
The Inquiry will:

nn Report on the consequences of
developments in the Australian
financial system since the 1997
Financial System Inquiry and the global
financial crisis
nn Refresh the philosophy, principles
and objectives underpinning the
development of a well-functioning
financial system
nn Identify and consider the emerging
opportunities and challenges that are
likely to drive further change in the
global and domestic financial system

nn Recommend policy options that
promote a competitive and stable
financial system that contributes
to Australia’s productivity growth;
promote the efficient allocation of
capital and cost efficient access and
services for users; meet the needs
of users with appropriate financial
products and services; and create an
environment conducive to dynamic and
innovative financial service providers
nn Take account of the regulation of the
general operation of companies and
trusts to the extent this impinges on
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the efficiency and effective allocation
of capital within the financial system,
and
nn Examine the taxation of financial
arrangements, products or institutions
to the extent these impinge on the
efficient and effective allocation of
capital by the financial system, and
provide observations that could inform
the Tax White Paper.
In making submissions, stakeholders are
asked to consider: the impact of changes
to Australia’s financial system since the

1997 Wallis Report; identify factors most
likely to influence the future development
of the system; the principles which should
underpin the system; and discuss options
for responding to them. Submissions will
open in early January and close at the
end of March. The Inquiry is to release
an interim report by mid-2014. There will
be a second round of submissions before
the Inquiry makes its final report to the
Government, expected to be delivered to
the Government by November 2014.

ACNC reminders
The Annual Information Statement (AIS) due date was extended to 31 March 2014 for charities using the standard reporting period (1
July to 30 June) and for those who have a reporting period end date up until 29 September 2013. The ACNC encourages charities to
submit their Annual Information Statements as soon as is practically possible as the information provided will be used to populate the
2014 Annual Information Statement and provide the community with up-to-date details on your charity.
The high volume of inquiries regarding the status of the ACNC has indicated there remains ambiguity regarding its current role. This
is in the context of the Government’s policy to create a Centre for Excellence for the NFP sector and to return the regulatory function
to the ATO. There will be ongoing regulation of charities, and it will reflect the Government’s policy priorities. Until such changes are
introduced, and until the ACNC Act is amended or repealed, the ACNC will continue to administer the ACNC Act and the Charities Act
2013.

ADIs Basel III liquidity reforms
The Australian Prudential Regulation Authority (APRA) released
its final position on implementation of the main elements of
the Basel III liquidity reforms for authorised deposit-taking
institutions (ADIs) in Australia. Accompanying the response
paper is Prudential Standard APS 210 “Liquidity” and Prudential
Practice Guide APG 210 “Liquidity”, which come into force on 1
January 2014.

will consult on the implementation of this measure in Australia.
The NSFR will become effective from 1 January 2018.

The Basel III liquidity reforms involve two new quantitative
measures – a 30-day Liquidity Coverage Ratio (LCR) to address
an acute stress scenario and a Net Stable Funding Ratio
(NSFR) to encourage longer-term funding resilience. These
requirements will apply to the larger, more complex ADIs.

Enhanced qualitative requirements for liquidity risk management,
reflecting the Basel Committee’s “Principles for Sound Liquidity
Risk Management and Supervision” (2008), will apply to all ADIs.
These include requirements for enhanced Board oversight of an
ADI’s liquidity risk management framework, articulation of the
Board’s tolerance for liquidity risk, quantification and allocation of
liquidity costs and benefits, and other matters.

The LCR will become effective from 1 January 2015. The Basel
Committee on Banking Supervision (Basel Committee) has yet to
finalise the rules text for the NSFR; once it has done so, APRA
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APRA has previously noted that the Basel III quantitative
measures will not apply to smaller ADIs that are currently
subject to the simple liquidity ratio requirement, the minimum
liquidity holdings (MLH) regime.

AASB December meeting highlights
The highlights of AASB meeting included:
nn Superannuation entities: Approved by ballot a draft
Standard to be posted on the website for a 60-day comment
period
nn Financial instruments: Decided to issue amendments
to AASB 9 “Financial Instruments” and consequential
amendments to other Standards to be mandatorily effective
for annual periods beginning on or after 1 January 2017, with
early application permitted
nn Withdrawal of AASB 1031 “Materiality”: Finalised
decisions about how to withdraw AASB 1031 “Materiality”.

As an interim measure to achieve withdrawal of the contents
of AASB 1031, AASB 1031 will be reissued so that it serves
only as a referencing Standard. References to AASB 1031 in
other Standards and Interpretations will be removed as and
when those Standards and Interpretations are amended for
other reasons. Once all references to AASB 1031 have been
removed, AASB 1031 will be completely withdrawn, and
nn 13 February meeting agenda: The agenda includes: Service
Concession Arrangements; IASB Disclosure Initiative Project;
Leases – Project update; Financial Instruments – Project
update; IPSASB – consider recently issued EDs; Annual
Improvements; IFRS Interpretations Committee.

Superannuation, better regulation and governance
proposals

The Federal Government released a discussion paper “Better Regulation and Governance, Enhanced Transparency and Improved
Competition in Superannuation”. It seeks specific feedback on proposed policy changes and measures, including:
nn Reducing the regulatory compliance costs of the sector, including administrative, compliance and delay costs
nn Examining the governance structures of superannuation entities, including: the definitions and proportions of independence on the
board of trustees, the processes for the appointment of directors, the regular performance appraisal of directors, the measures for
managing conflicts of interest on the board of trustees, and the tenure of directors on the board of trustees
nn Regulating the minimum content of the product dashboard, and delaying the imposition of the product dashboard reporting
requirements beyond 1 July 2014
nn Introducing portfolio holdings disclosure requirements and a materiality threshold, whereby superannuation entities would be
required to disclose details of their portfolio holdings to investors once their holdings reach a still to be determined level, and
nn Whether the review process of default superannuation funds should be reformed in line with recommendations from the Productivity
Commission to increase competition within the sector.

AUASB December meeting highlights
Highlights of the 2 December 2013
meeting of the Auditing and Assurance
Standards Board (AUASB) included:
nn Assurance engagements: Approved
for issue proposed ED 05/13 ASAE
3000 “Assurance Engagements
Other than Audits or Reviews of
Historical Financial Information” and
ED 06/13 “Framework for Assurance
Engagements”
nn Conforming Amendments to ASAE
3402, ASAE 3410 and ASAE 3420 as
a Result of Revisions to ASAE 3000:
Approved the proposed conforming
amendments proposed in ED 07/13
“Conforming Amendments to ASAE

3402, ASAE 3410 and ASAE 3420 as a
Result of Revisions to ASAE 3000”
nn Prudential requirements for RSEs:
Approved for issue GS 002 “Audit
Implications of Prudential Reporting
Requirements for Registered
Superannuation Entities”. It is expected
that the revised Guidance Statement
will be released in early 2014
nn Assurance on Water Accounting
Reports: Approved the standard for
issue that will be released in February
2014
nn AFSL licensees: Received a status
update on the project to revise GS 003

“Audits and Review Requirements for
Australian Financial Services of AFSL
Licensees under the Corporations Act
2001”. The revised Guidance Statement
is expected to be finalised in April, and
nn Withdrawal of old pronouncements:
Approved the withdrawal of AUS 804
“The Audit of Prospective Financial
Information” (July 2002) and AGS
1062 “Reporting in Connection with
Proposed Fundraisings” (August 2002)
as these have been superseded by
ASAE 3450 “Assurance Engagements
involving Corporate Fundraisings and/or
Prospective Financial Information”.
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Three auditing EDs on assurance engagements
The AUASB issued three Exposure Drafts: ED 05/13 Proposed
Standard on Assurance Engagements ASAE 3000 “Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information”, ED 06/13 “Proposed Framework for Assurance
Engagements” and ED 07/13 “Proposed Conforming Amendments
to ASAE 3402, ASAE 3410 and ASAE 3420 as a Result of Proposed
Re-issuance of ASAE 3000”.
ED 05/13 the proposed Standard on Assurance Engagements
is the Australian equivalent of revised ISAE 3000 “Assurance
Engagements Other than Audits or Reviews of Historical Financial
Information” (December 2013) and will replace the current ASAE
3000 (July 2007). This proposed Australian Standard contains
some differences from the reissued ISAE 3000, which have
been made to reflect the requirements for Australian assurance
engagements. In particular, the following changes have been
made and are contained in ED 05/13:
For limited assurance engagements, the assurance practitioner is
required to:
nn “Assess the risks of material misstatement in the subject
matter information”, rather than “identify areas where a
material misstatement of the subject matter information is
likely to arise” (The AUASB considers that a risk assessment
is necessary in both a limited and reasonable assurance
engagement to provide a basis for designing and performing
procedures)
nn “Respond to assessed risks”, rather than “address the
areas identified” (The AUASB considers that the procedures
performed need to respond to assessed risks even if the
procedures are more limited in nature and extent in a limited
assurance engagement as compared to a reasonable assurance
engagement)
nn “Obtain an understanding of internal control over the
preparation of the subject matter information”, rather than
“consider the process used to prepare the subject matter
information” (The AUASB considers that internal control needs
to be understood in both a limited assurance engagement
and a reasonable assurance engagement to understand

the underlying subject matter and other engagement
circumstances).
nn Use of the term the “assurance practitioner” and the “lead
assurance practitioner” in place of the “practitioner” and the
“engagement partner” to accommodate a broad application of
the AUASB standards to professionals from other disciplines in
addition to professional accountants.
nn Reference to relevant ethical requirements contained in ASA
102 “Compliance with Ethical Requirements when Performing
Audits, Reviews and other Assurance Engagements”, as this
maintains consistency with other AUASB standards.
The form and content of the reissued standard is now in line with
the “clarity” versions of the Auditing Standards. The revised
standard now includes requirements and guidance that were, in
some cases, previously contained in or were implicit within the
existing standard, ASAE 3000. The comprehensive nature of the
standard is intended to be helpful to assurance practitioners in the
conduct of assurance engagements on a broad range of subject
matters.
ED 06/13 the proposed Framework represents the Australian
equivalent of the revised International Framework for Assurance
Engagements reissued by the IAASB (December 2013) and will
replace the current Framework issued by the AUASB (April 2010).
ED 07/13 the proposed conforming amendments arise from the
proposed re issuance of ASAE 3000 “Assurance Engagements
Other than Audits or Reviews of Historical Financial Information”
and are applicable to ASAE 3402 “Assurance Reports on Controls
at a Service Organisation”, ASAE 3410 “Assurance Engagements
on Greenhouse Gas Statements” and ASAE 3420 “Assurance
Engagements to Report on the Compilation of Pro Forma Historical
Financial Information Included in a Prospectus or Other Document”.
The proposed conforming amendments to Standards on Assurance
Engagements represents the Australian equivalent of Conforming
Amendments to Other ISAEs issued by the IAASB (December
2013).

Companies fined for failing to lodge annual reports
A Queensland digital news company has been fined for failing to lodge annual reports
with ASIC over a four year period. News and Sport International Ltd, based in Seventeen
Mile Rocks, Queensland pleaded guilty in Brisbane Magistrates Court on 20 December
2013 to four charges of failing to lodge reports with ASIC in 2008, 2009, 2010 and 2011.
The company was fined $6,000 and a conviction was recorded. The law requires publicly
listed companies such as News and Sport International Ltd, to lodge annual reports with
ASIC. News and Sport International has since lodged the reports.
Africa Uranium Limited, an explorer of uranium and other precious metals with multiple
mining and exploration projects in Africa, was fined a total of $25,000 for failing to
hold annual general meetings and lodge required documents with ASIC. An ASIC
investigation found that the Western Australia based company had failed to lodge a
number of documents, including financial reports, director’s reports, auditor’s reports,
or a concise report. They had also failed to hold AGMs in the relevant period, in breach
of the Corporations Act 2001. The company pleaded guilty to all seven offences laid by
ASIC.
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APRA’s standard and proposed guidance on risk
management
The Australian Prudential Regulation
Authority (APRA) released a package that
harmonises and enhances its current risk
management requirements. The package
includes the final cross-industry Prudential
Standard CPS 220 “Risk Management”, a
proposed prudential practice guide on risk
management, and a response paper that
addresses submissions received by APRA
on the CPS 220 consultation package
released in May 2013. APRA is also
releasing an amended Prudential Standard
CPS 510 “Governance” (CPS 510) to
ensure that governance requirements
related to risk management are aligned
with those of CPS 220.

CPS 220 applies to authorised deposittaking institutions (ADIs), general insurers,
life insurers and single industry groups
(Level 2 groups). The prudential standard
will also apply to conglomerate groups
(Level 3 groups) that APRA intends
to determine by 1 January 2015. The
prudential standard ensures the consistent
application of APRA’s risk management
requirements across its regulated
industries and reflects its heightened
expectations in this area.
The final CPS 220 consolidates existing
risk management standards for insurers
and includes some risk management

requirements for ADIs that are currently
spread across a number of ADI prudential
standards. The prudential standard comes
into effect from 1 January 2015. CPS
220 will not apply in superannuation;
Registrable Superannuation Entity
(RSE) licensees must comply with the
superannuation-specific risk management
standard that came into effect on 1 July
2013.
Submissions on the proposed risk
management prudential practice guide are
due by 28 March.

Rate-regulated activities interim standard
The International Accounting Standards Board (IASB) issued
an interim Standard, IFRS 14 “Regulatory Deferral Accounts”.
Many countries have industry sectors that are subject to rate
regulation, whereby governments regulate the supply and pricing
of particular types of activity by private entities. This can include
utilities such as gas, electricity and water. Rate regulation can
have a significant impact on the timing and amount of an entity’s
revenue. The aim of which is to enhance the comparability of
financial reporting by entities that are engaged in rate-regulated
activities.

effect of rate regulation must be presented separately from other
items. An entity that already presents IFRS financial statements
is not eligible to apply the Standard.

IFRS 14 permits first-time adopters to continue to recognise
amounts related to rate regulation in accordance with their
previous GAAP requirements when they adopt IFRS. However, to
enhance comparability with entities that already apply IFRS and
do not recognise such amounts, the Standard requires that the

IFRS 14 “Regulatory Deferral Accounts” is effective from 1
January 2016, with early application permitted. The AASB will
consider IFRS 14 “Regulatory Deferral Accounts” for approval at a
future meeting.

IFRS does not provide any specific guidance for rate-regulated
activities. The IASB has a project to consider the broad issues of
rate regulation and plans to publish a Discussion Paper on this
subject in 2014. Pending the outcome of this comprehensive
Rate-regulated Activities project, the IASB decided to develop
IFRS 14 as an interim measure.

Annual improvements ED
The AASB issued ED 247 “Annual
Improvements to IFRSs 2012 – 2014 Cycle”,
which incorporates IASB ED/2013/11 of the
same name. The key issues and affected
standards covered by the ED are:

nn IFRS 7 “Financial Instruments
Disclosures” – applicability of the IFRS
7 amendments to condensed interim
financial statements

nn IFRS 5 “Non-current Assets Held for Sale
and Discontinued Operations” – changes
in method of disposal

nn IAS 19 “Employee Benefits” – discount
rates (regional market issues) and

nn IFRS 7 “Financial Instrument
Disclosures” – servicing contracts

nn IAS 34 “Interim Financial Reporting” –
disclosure of information elsewhere in
the interim financial report.
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Equity method in separate financial statements comeback?
The AASB issued ED 246 “Equity Method in Separate Financial Statements”, which incorporates IASB ED/2013/10. The ED proposes to
reintroduce an option to use the equity method to account for investments in subsidiaries, joint ventures and associates in an entity’s
separate financial statements.
The proposals will amend paragraph 10 of AASB 127 “Separate Financial Statements” to allow an entity to use the equity method in
these statements as an alternative to the current rules which require an entity to account for investments in subsidiaries, joint ventures
and associates either at cost or in accordance with AASB 9 “Financial Instruments”. They are a response to calls from stakeholders in
a number of jurisdictions worldwide where legal requirements mean parents must equity account such subsidiaries.

Business combinations post-implementation review
The IASB seeks feedback on the
implementation of its Business
Combinations Standard to learn about
whether it is working as intended. The
IASB began the public consultation
stage of its review of IFRS 3 “Business
Combinations” by publishing a Request
for Information (RfI) on experience
with, and the effect of, implementing
the Standard. The RfI seeks feedback
on whether the Standard provides
information that is useful to users of
financial statements, whether there are
areas of the Standard that represent

implementation challenges and whether
unexpected costs have arisen when
preparing, auditing or enforcing the
requirements of the Standard.
In addition to publishing the RfI, the IASB
will also undertake a range of outreach
activities internationally to gather further
feedback on the effect of implementing
IFRS 3. The RfI is open for consultation
until 30 May. The AASB will shortly issue
the RfI in the Australian context.

Debt disclosures IASB survey
The IASB released a survey of investors and analysts to gather information about the usefulness of disclosures regarding debt,
including changes in an entity’s debt position. The survey results will assist the IASB in deciding whether to undertake a project on
debt disclosures. The survey explores topics such as:
nn Whether investors and analysts consider debt in the analysis of an entity and how such information is used;
nn Whether understanding the reasons for period-on-period movements in debt is important, and if so, whether analysis is undertaken
on total debt, key components, or both, and whether non-cash movements are considered;
nn Feedback on the adequacy of information currently provided by entities and where information about debt should be provided (e.g.
management commentary, financial statements, presentations);
nn Whether debt should be defined in IFRS, even if this increased the complexity and timeline of any possible IASB project; and
nn Experience with significant restrictions and/or cost to an entity from an ability to access or move cash, where such information is
currently derived if available, and whether this aspect should be considered in any project.
The survey closes on 21 February, and can be accessed on the investor resources page on the IASB’s website.
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Valuation services guidance note released
The Accounting Professional and Ethical
Standards Board (APESB) released a
Guidance Note, APES GN 20 “Scope and
Extent of Work for Valuation Services
(APES GN 20)” to provide guidance on
the application of APES 225 “Valuation
Services” in determining the scope and
extent of work for the applicable valuation
service. GN 20 provides guidance for
professional accountants in relation to
the nature of valuation services and the
associated valuation approaches, valuation
methods and valuation procedures to be
utilised. Importantly, there is guidance as
to the level of evidence that a professional
accountant may consider obtaining for the
different types of valuation services.
APES GN 20 now states that it is the

responsibility of the employer or client
to select the type of valuation service
that is appropriate for their circumstance
and the need for them to consider the
benefits, costs and risks involved with
each type of service. APES GN 20
also includes guidance on matters that
valuation practitioners should consider
discussing with the client or employer at
the planning stage of a valuation service
such as the significance of the matter,
number of users of the valuation report
and whether the valuation report will be
publicly available.

information, and the valuation context and
valuation assessments. It also includes
four illustrative examples which provide
guidance on how to apply the Guidance
Note in different circumstances.
APES GN 20 provides a useful planning
tool for professional accountants
undertaking valuation services as it will
help inform discussions with clients or
employers about the three different types
of valuation service that can be provided
under APES 225 and to determine
the type of valuation service that is
appropriate in the circumstance.

APES GN 20 identifies the key areas of
work which valuation practitioners should
address, namely the external environment,
entity specific financial and non-financial

Different bases of value proposed guidance
The International Valuation Standards Council (IVSC) published
an Exposure Draft of guidance and illustrative examples to assist
practitioners with the application of the valuation bases discussed
in the International Valuation Standards (IVS) Framework.
The different bases of value contained within the IVS Framework
are:
nn Market value: the estimated amount for which an asset or
liability should exchange on the valuation date between a
willing buyer and a willing seller in an arm’s length transaction
after proper marketing and where the parties had each acted
knowledgeably, prudently and without compulsion
nn Investment value: the value of the asset to the owner or
a prospective owner for individual investment or operational
objectives, and
nn Fair value: the estimated price for the transfer of an asset or
liability between identified knowledgeable and willing parties

that reflects the respective interests of those parties.
The different bases of value contained within the IVS Framework
are:
nn Synergistic value: an additional element of value created by
the combination of two or more assets or interests where the
combined value is more than the sum of the separate values,
and
nn Special value: an amount that reflects particular attributes of
an asset that are only of value to a special purchaser.
The guidance and illustrative examples have been published to
assist practitioners to better understand the concepts within
the IVS Framework by illustrating their application in various
scenarios. The examples also identify the differences between
the IVS bases of value. Comments on the ED are invited until 31
March.

Counterparty and own risk valuations proposed
guidance
The IVSC published an exposure draft “Credit and Debit Valuation Adjustments” which proposes guidance on the determination of fair
value under IFRS 13 (AASB 13) “Fair Value Measurement”, and for other purposes. The draft paper focuses on how counterparty credit
risk and own credit risk are taken into account in the measurement of certain financial assets and financial liabilities measured at fair
value.
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The exposure draft is intended to result in the issue of an IVSC Technical Information Paper (TIP) which is designed to provide guidance
on approaches that may be suitable but will not prescribe or mandate the use of a particular approach in any specific situation.
IFRS 13 (AASB 13) requires that the fair value of a liability reflect the effect of non-performance risk, which includes, but may not be
limited to, an entity’s own credit risk, which is referred to as a “Debt Valuation Adjustment’ (DVA) in the exposure draft. In addition,
consideration of counterparty credit risk is relevant to the measurement of derivative financial instruments measured at fair value under
IFRS 9 (AASB 9) “Financial Instruments” or IASB 39 (AASB 139) “Financial Instruments: Recognition and Measurement”, and the paper
refers to this as a ‘Credit Valuation Adjustment’ (CVA).

Audit quality – FRC responsibilities
The Financial Reporting Council (FRC) released a paper “Audit Quality and FRC’s responsibilities consequential to the Corporations
Legislation Amendment (Audit Enhancement) Act 2012”. The paper was written by the Australian Public Policy Committee (APPC) to
assist the FRC to discharge its revised role in relation to audit quality in Australia. The paper discusses a number of areas related to
audit quality including:
nn Defining audit quality: the importance of audit stakeholder taking a broad view of what constitutes audit quality, the Australian
profession’s contributions to international debate on the definition of audit quality and the fact that there are both input and output
factors to audit quality
nn Bridging the audit expectation gap: the need for acknowledgement that bridging the audit expectation gap is a shared
responsibility of auditors, those charged with governance, regulators, standards setters, legislators and investors
nn Financial reporting initiatives: the need for further discussions on whether financial reports should be more forward looking and
on proposals to enhance auditor reporting, and
nn Other developments impacting audit in Australia: recent regulatory and self-regulatory initiatives that should further enhance
the already high standard of audit quality in Australia.

RSE prudential reporting requirements – audit implications
The AUASB released a revised and
expanded Guidance Statement GS
002 “Audit Implications of Prudential
Reporting Requirements for Registered
Superannuation Entities”, which provides
guidance regarding the matters assurance
practitioners conducting engagements
under the new APRA Prudential Standard
SPS 310 “Audit and Related Matters”
(issued by APRA July 2013), need to
consider to meet APRA audit reporting
requirements.
This revised and expanded Guidance
Statement replaces GS 002 “Special
Considerations in the Audit of Risk
Management Requirements for
Registrable Superannuation Entities
and Licensees” (September 2010). The
Guidance Statement addresses two areas
under the scope of SPS 310:
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nn The audit of the RSE licensee’s
APRA Annual Return as specified
in Attachment B to SPS 310 and
compliance with provisions of the
SIS Act, Superannuation Industry
(Supervision) Regulations 1994, the
Corporations Act 2001, Corporations
Regulations 2001, Financial Sector
(Collection of Data) Act 2001, and
additional conditions imposed under
section 29EA of the SIS Act; and
nn The review of the RSE licensee’s
APRA Annual Return as specified
in Attachment B to SPS 310 and
compliance matters relating to,
systems, procedures and internal
controls, all applicable prudential
requirements, reliable data reported
to APRA and specifically compliance
with its risk management framework

(SPS 220) and operational risk financial
requirement strategy (SPS 114), as
specified by APRA in an approved
form.
GS 002 will assist assurance practitioners,
by clarifying the reporting requirements
under SPS 310, identifying the criteria
against which they are required to
report, matters to consider in accepting,
planning, conducting and reporting on
engagements, as well as identifying the
AUASB Standards which apply to each
engagement. An example engagement
letter is also provided in the appendices.
GS 002 does not specifically cover the
annual financial statement audit of an RSE
licensee under SPS 310, as mandatory
requirements and explanatory guidance
are provided in the Australian Auditing
Standards.

Assuring greenhouse gas emissions
The Institute of Chartered Accountants in Australia released a new guide “The benefits of
assuring greenhouse gas emissions: why it is important and how to get the most value
from it”. The guide is intended to assist directors in understanding the factors to consider
when deciding on and assessing the value of assurance for reported GHG emissions. The
guidance covers: the drivers for assuring GHG emissions; who carries out GHG emissions
assurance; and if assurance is already carried out, is it valuable?
The carbon market is growing, heightening the focus on organisations’ reporting and
assurance of greenhouse gas (GHG) emissions. A government study on Australian
companies’ reporting of GHG emissions found that in 2009–2010 nearly 75% of reports
contained misstatements, with significant errors in 17% of reports.
This is the sixth guide in the Institute’s audit committee series, developed as plain English
guidance for the director community on a range of business issues. This guide is also
useful for practices that provide assurance or advisory services.

Internet
Copies of ‘FRA NEWS’ are available
on the internet at www.tnr.com.au

Queries
For further information or assistance,
please contact your TNR Audit &
Assurance Partner or Manager.

Forensic accounting revised
standard issued
The APESB issued a revised APES 215
“Forensic Accounting Services” which
makes it clear that an expert witness may
provide opinions or other evidence to the
court and consequentially a number of
definitions have been revised and a new
definition of other evidence has been
included. The revised APES 215 will be
effective from 1 April 2014 with early
adoption permitted.
The changes also include the revisions
to the existing Appendix dealing with
facts, assumptions and opinions and the
introduction of two new appendices to the
standard. The first new appendix includes a
schematic diagram to assist a professional
accountant in determining whether they are
providing a forensic accounting service and
the type of that forensic accounting service.

The second new appendix provides
examples of a range of scenarios to
provide guidance for a professional
accountant to determine whether the
professional accountant is providing the
forensic accounting service as an expert
witness, consulting expert, lay witness or
investigator.
These revisions provide useful guidance
and clarification for accountants who work
as forensic accountants and particularly
members of the accounting bodies
working in business, regulatory agencies
and government authorities to determine
circumstances in which they come within
the scope of the standard.
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