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Welcome to this issue of ‘TNR FRA News’.
Financial Reporting and Auditing News (‘FRA News’) provides
you with our insight into current and emerging financial
reporting, auditing and corporate governance matters
on a monthly basis. FRA News contains items requiring
immediate consideration (Need to Know), whereas other
items are for general information (Nice to Know).
FRA News is prepared by Colin Parker, Principal, GAAP
Consulting, and former member of the Australian Accounting
Standards Board (2006-2009) with the input of staff of GAAP.
com.au Pty Ltd.

In this FRA News, your attention is drawn to the following
developments:
Need to know:
nn ASIC’s focus for 31 December 2014 financial reports
nn Fined for failing to lodge financial reports
nn ACNC templates released
nn Accountants – enhanced financial reporting
responsibilities ED
nn ASIC encourages more electronic disclosure
nn ASIC digital disclosure
Nice to know:
nn Former CEO jailed following theft of millions
nn CEO jailed for market manipulation
nn ASIC action against a listed company and its former chairman
nn Director pleads guilty to ASIC criminal charges
nn Amendment to remuneration disclosures proposed
nn AUASB November meeting highlights
nn ASIC’s guidance on superannuation forecasts
nn ASX’s red tape reduction proposals
nn Code of Ethics – improving the structure
nn Share-based payment transactions proposed amendments
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ASIC’s focus for 31 December 2014 financial
reports

Need to
know

ASIC announced its areas of focus for 31 December 2014 financial reports of listed entities and other entities of public interest
with many stakeholders. Directors and auditors should focus on values of assets and accounting policy choices, which are
important to providing meaningful information for investors and other users of financial reports.

Board area

Specific focus

Accounting estimates

Impairment testing and asset values
Amortisation of intangible assets

Accounting policy choices

Off-balance sheet arrangements and new standards
Revenue recognition
Expense deferral
Tax accounting

Key disclosures

Estimates and accounting policy judgements
Impact of new revenue standard

ASIC encourages preparers and auditors of financial reports to carefully consider the need to impair goodwill and other
assets. ASIC continues to find impairment calculations that use unrealistic cash flows and assumptions, as well as material
mismatches between the cash flows used and the assets being tested for impairment.
Fair values attributed to financial assets should also be based on appropriate models, assumptions and inputs. Particular
impairment focus should be given to assets of companies in extractive industries and mining support services, as well as
asset values that may be affected by internet.
Preparers and auditors should focus on the appropriateness of key accounting policy choices that can significantly affect
reported results. These include off-balance sheet arrangements, revenue recognition, expensing of costs that should not be
included in asset values, and tax accounting.
ASIC’s surveillance continues to focus on material disclosures of information useful to investors and others using financial
reports, such as assumptions supporting accounting estimates, significant accounting policy choices, and the impact of new
reporting requirements. ASIC does not pursue immaterial disclosures that may add unnecessary clutter to financial reports.
Even though directors do not need to be accounting experts, they should seek explanation and professional advice supporting
the accounting treatments chosen if needed and, where appropriate, challenge the accounting estimates and treatments
applied in the financial report. They should particularly seek advice where a treatment does not reflect their understanding
of the substance of an arrangement.
Further information on directors and financial reports can be found in ASIC Information Sheet 183 ‘Directors and financial
reporting’. Directors should also read ASIC Information Sheet 196 ‘Audit quality: the role of directors and audit committees’.
A reminder as to the following accounting standards and interpretation that apply to 31 December year ends for the first time:

Standard

Topic

AASB 2012 – 3

Offsetting financial assets and financial liabilities

AASB 2013 – 3

Recoverable amount disclosures for non-financial assets

AASB 2013 – 4

Novation of derivatives and continuation of hedge accounting

AASB 2013 – 5

Investment entities

AASB 2013 – 7

Life insurance amendments arising from AASB 1

AASB 2013 – 8

AASB 10 – 12 Consolidation suite for not-for-profit entities

AASB 2013 – 9

Withdrawal of AASB 1031 Materiality

Interpretation 21

Levies
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Fined for failing to lodge financial reports
Australian public company, AAT Corporation Limited, has been convicted and fined $27,000 for failing to lodge annual and halfyearly financial reports. AAT Corporation Limited was charged by ASIC after failing to lodge its annual financial reports for the
years ended 30 June 2012 and 30 June 2013 and half-yearly financial reports for the half-years ended 31 December 2010 and 31
December 2012. The company pleaded guilty to ASIC’s charges.

ACNC templates
The ACNC has published the following
templates:
nn Examples of charitable purposes:
Contains examples of charitable
purpose clauses that a charity
can use as a guide when you are
required to describe the purpose of
your charity
nn Audit and review reports
templates: These templates are
designed for use by auditors
nn Transitional financial report
template – large charity: The
templates include the financial
information questions in the
2014 AIS and notes to take to the

auditor to either review or audit
nn Transitional financial report
template – medium charity: The
templates include the financial
information questions in the
2014 AIS and notes to take to the
auditor to either review or audit

model rules from state and
territory incorporating regulators.

nn Responsible entities declaration:
This is the declaration to be signed
by the responsible people of the
charity under section 60.15 of the
ACNC Regulation 2013, and
nn Template governing documents:
Information about the different
template governing documents
available for charities, such as

Accountants – enhanced financial reporting
responsibilities ED
The International Ethics Standards Board for Accountants
(IESBA) has issued an exposure draft ‘Proposed Changes to
Part C of the Code Addressing Presentation of Information
and Pressure to Breach the Fundamental Principles’, which
deals with two matters on which professional accountants in
business most often seek assistance in practice:
nn Their responsibility to produce financial reports
that are faithful representations of the economics of
transactions, and

nn Strengthened guidance on how a professional
accountant in business can disassociate from
misleading information
nn An expanded description of pressure that may lead
to a breach of the fundamental principles in the Code
together with practical examples to illustrate different
kinds of situations in which such pressure may arise,
and

Among the proposed changes are:

nn New guidance to assist professional accountants in
business in identifying and responding to pressure that
could result in a breach of the fundamental principles.

nn Fuller and more explicit guidance regarding
professional accountants in business responsibilities
when presenting information

APESB is expected to expose these proposals in the
Australian context which in due course will be included in
APES 110 ‘Code of Conduct for Professional Accountants’.

nn Pressure to breach the fundamental ethical principles.
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ASIC digital disclosure
ASIC has announced a joint industry project to develop
innovative, digital financial product disclosure that aims to
boost investors’ understanding of financial products. This
is part of ASIC’s broader work in promoting digitisation and
new media to help engage investors. Preliminary results
are expected by mid-2015.
ASIC will work with product providers to develop and usertest a short, online ‘key facts’ sheet and a self-assessment
tool to guide investor understanding.

ASIC has identified that more work needs to be done on
short disclosure. Investors tend to turn off when faced with
wordy disclosure documents. If investor need more detail,
they can access further layers of information from product
providers online.
ASIC stated product providers could also present
information in interactive or video form and offer online
tools for investors to assess their understanding of a
product.

ASIC encourages more electronic disclosure
ASIC is seeking feedback on proposals to make it easier for businesses to deliver financial services disclosures and proposals
to encourage the use of more innovative formats for Product Disclosure Statements. ASIC released Consultation Paper 224
‘Facilitating electronic financial services and disclosures’ is aimed at enhancing investor engagement with disclosure. ASIC is
consulting on updates to Regulatory Guide 221 ‘Facilitating online financial services disclosures’ to reflect these proposals and to
remove uncertainty about the circumstances in which electronic communications can be used.

Former CEO jailed following theft of millions
Former Chief Executive Officer of Phosphagenics Ltd, Dr Esra
Ogru, and two men involved in the theft of millions of dollars
from the listed company, were sentenced in November 2014
following charges brought by ASIC.
Dr Esra Ogru was sentenced to six years imprisonment
for her role in the theft of more than $6.1 million. Dr Ogru
was ordered to serve a minimum of two years before
being eligible for parole. Dr Ogru pleaded guilty to seven
charges of obtaining a financial advantage by deception from
biotechnology company, Phosphagenics Ltd, and its subsidiary,
Vital Health Sciences Pty Ltd (VHS). The personal monetary
benefit obtained by Dr Ogru from the false invoices and credit
card reimbursements was nearly $3.9 million.
Dr Robert Gianello, a former Phosphagenics employee, was
sentenced to four years imprisonment for his role in the theft
of more than $4.6 million from the company. Dr Gianello was
ordered to serve a minimum of two years before being eligible
for parole. Dr Gianello pleaded guilty to three charges of
obtaining money by deception from Phosphagenics and VHS.
Dr Gianell joined Phosphagenics as an employee in July 2008
and, until August 2012, agreed to the submission of the false
invoices by a company associated with Dr Woei-Jia Jiang.
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Nice to
know

Dr Jiang was sentenced to two years and six months
imprisonment for his role in the theft of more than $4.3 million
from the company. Dr Jiang was ordered to serve a minimum
of 12 months before being eligible for parole. Dr Jiang pleaded
guilty to three charges of obtaining money by deception. Dr
Jiang was the director of two companies which submitted
false invoices to Phosphagenics and VHS for goods and
services that were never provided.

CEO jailed for market manipulation
Former Genetic Technologies Ltd chief executive Dr Mervyn Jacobson was sentenced to a total term of two years and eight months
imprisonment after being convicted of manipulating the share price of GTG on the Australia Securities Exchange. Dr Jacobson will
serve 12 months in jail before being released on a recognisance release order to be of good behaviour for a period of 20 months.
Dr Jacobson was convicted on all 35 charges relating to his involvement in the manipulation of GTG shares over a six month period.
Two of these charges involved Dr Jacobson conspiring with others to manipulate the GTG share price. Dr Jacobson’s actions to
manipulate the GTG share price were to help him minimise and manage margin calls on loans totalling approximately $12 million.

ASIC action against listed company and its former
chairman
ASIC has taken legal action against Sino Australia Oil and
Gas Limited (SAO) and its former chairman, seeking financial
penalties and disqualification orders. SAO listed on the ASX in
December 2013 after raising nearly $13 million from investors.
In March 2014, ASIC obtained an injunction on an urgent
basis following concerns that SAO was about to transfer $7.5
million – representing almost all of the cash held by SAO in
Australia – to bank accounts in China for purposes that were
not disclosed, or not properly disclosed, in SAO’s prospectus.
ASIC is seeking declarations the company breached its
continuous disclosure obligations and made misleading and
deceptive statements in its prospectus documentation during
2013. ASIC is also seeking an order imposing a pecuniary
penalty on SAO.
In its action against Tianpeng Shao, SAO’s former chairman
and executive director, ASIC is seeking declarations Mr Shao
failed to act with the proper degree of care and diligence as a
director and breached continuous disclosure laws, and that he
be disqualified from managing companies.

Director pleads guilty to ASIC criminal charges
Mr Hammoud, the director of Ella Rouge Beauty Pty Ltd, entered a guilty plea to one count of dishonestly misusing his
position as a director of ERB International Pty Ltd (ERB) and one count of making a false statement to obtain a financial
advantage.
ASIC alleged that between 9 August 2007 and 4 March 2008, Mr Hammoud used his position as a director of ERB
dishonestly with the intention of gaining a financial advantage for himself, namely by misappropriating $2,609,831.91 from
the company for his own use.
ASIC also alleged that between 8 August 2003 and 26 June 2007, Mr Hammoud, with the intent to gain a financial
advantage, recklessly made false statements in workers compensation insurance forms by understating the estimated and
actual wages of the company. It is estimated that ERB obtained a financial advantage of approximately $338,709.25 as a
result of the false statements.
A breach of directors’ duties carries a penalty of five years imprisonment and/or a fine of $220,000. Making a false
statement to obtain a financial advantage carries a penalty of five years imprisonment and/or a fine of $22,000.
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Amendment to remuneration disclosures proposed

The ‘Corporations Regulations 2001’ identify remuneration information relating to
transactions between key management personnel, or related parties that exert control
or influence, and the listed entity, required for inclusion in the Remuneration Report. The
‘Corporations and Related Legislation Amendment Regulation 2013 (No. 1)’ proposed
to amend the Corporations Regulations to include prescribed details relating to the
remuneration disclosures associated with key management personnel to replace the
accounting standard ‘AASB 124 – Related Party Disclosures’.
A number of inconsistencies have been identified since this regulation was made
that may increase the complexity of remuneration disclosures borne by business.
The proposed amendments aim to address these inconsistencies and streamline the
reporting requirements. The proposed amendments to the Corporations Regulations
include:
nn Limiting disclosure of equities that relate to the disclosing entity to reduce the
unintended burden of requiring disclosure on all equity holdings
nn Requiring certain remuneration disclosures to be separated into classes of equity
instruments in order to increase the usefulness of the information, and
nn Clarifying the scope of the disclosures in relation to certain limited recourse
loans to ensure that the scope of disclosures is consistent with accounting
practices.

AUASB November meeting highlights
Highlights of the November meeting of
the Auditing and Assurance Standards
Board (AUASB) were:

engagements: A final draft of the
proposed Guidance Statement will
be considered for approval at the
February 2015 meeting

nn Assurance on controls: The AUASB
considered the draft amendments
to ASAE 34XX ‘Assurance
Engagements on Controls’. The
standard is expected to be released
in mid to late December 2014, with
an operative date for engagements
commencing on or after 1 January
2016

nn Auditing prudential requirements
of life companies: The AUASB
approved GS 017 ‘Audit
Implications for Prudential
Reporting Requirements of a Life
Company’ which will be released
in mid-December 2014, and

nn Using the work of a management’s
expert: The AUASB approved for
issue GS 005 ‘Using the Work of a
Management’s Expert’ which will
be released in late January 2015

nn Internal audit: The AUASB
reviewed the draft Bulletin ‘Internal
Audit – Impact of Direct Assistance
Prohibition on Group Audits’;
further draft will be considered at
the February.

nn Grant acquittals and multi-scope
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ASIC’s guidance on superannuation forecasts
ASIC has issued further guidance to assist superannuation fund trustees to provide their members with retirement estimates.
The changes will allow a superannuation fund to include an estimate of the age pension which might be available to the
member along with the member’s superannuation benefit at retirement. The changes are to ASIC’s existing relief for
retirement estimates. These estimates help members to engage with their superannuation.
The revised guidance and relief also make a number of minor technical changes (refer Regulatory Guide 229 ‘Superannuation
forecasts’, Class Order [CO 14/870] ‘Amendment of Class Oder’ [CO 11/1227] and ‘Explanatory Statement Class Order [CO
14/870]).

ASX’s red tape reduction proposals
ASX released a consultation paper ‘Reducing red tape – proposed amendments to
ASX’s admission and notification requirements’. ASX is proposing to standardise
and streamline the admission and notification requirements for the ASX and ASX 24
markets and the clearing and settlement facilities that service those markets (ASX
Clear, ASX Clear (Futures) and ASX Settlement). This will make it easier, faster and
cheaper for organisations to become participants in ASX’s markets and facilities,
encouraging more organisations to participate in Australia’s financial markets and
bringing added strength, liquidity and diversity to them. It will also reduce the
ongoing compliance overhead for participants in those markets and facilities.

Code of Ethics – improving the structure
The Consultation Paper ‘Improving the Structure of the Code of Ethics for Professional
Accountants’ seeks input from stakeholders on approaches that could be taken to
improve the clarity and usability of the Code, thereby facilitating its adoption, effective
implementation, and consistent application.
Among the various matters on which The International Ethics Standards Board for
Accountants (IESBA) is consulting are:
nn Restructuring the Code to more clearly distinguish requirements from guidance
nn Reorganising the content of the Code, including rebranding the Code, or parts
thereof, as international standards
nn Identifying responsibility for compliance with the Code in particular circumstances,
and
nn Simplifying the wording of the Code so that it can be more readily understood.
APESB is expected to expose these proposals in the Australian context which in
due course will be lead to a revised APES 110 ‘Code of Conduct for Professional
Accountants’.
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Share-based payment transactions proposed
amendments
Internet

The AASB has issued ED 257
‘Classification and Measurement of
Share-based Payment Transactions’ which
proposes amendments to AASB 2 ‘Sharebased payment’. The amendments will
address:

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

Queries

nn The effects of vesting conditions on
the measurement of a cash-settled
share-based payment

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

nn The classification of share-based
payment transactions with net
settlement features, and
nn The accounting for a modification to
the terms and conditions of a sharebased payment that changes the
classification of the transaction from
cash-settled to equity-settled.

All material contained in this newsletter is written by way of general comment. No material should be accepted as authoritative advice and any reader wishing to act upon the
material should first contact our office for properly considered professional advice which will take into account your own specific conditions. No responsibility is accepted for
any action taken without advice by readers of the material contained herein.

www.tnr.com.au
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