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Welcome to this issue of ‘TNR FRA News’. Financial Reporting
and Auditing (FRA) News (‘FRA News’) provides partners,
staff and clients with a ‘heads up’ of contemporary financial
reporting, auditing and corporate governance developments on
Judecontains
Lau
a monthly basis. FRA News
items requiring immediate
Partner
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 AASB 9 ‘Financial Instruments’ Mandatory Effective
Date Deferred
nn Reduced Disclosure Requirements Amendments
nn General Hedging Draft Standard
Nice to know:
nn MOGs ASX Proposals for Enhanced Disclosure
nn The AGM and Shareholder Engagement
nn ASX Report on Corporate Governance Diversity
nn Hedge Fund Disclosure ASIC Guidance
nn MIS Constitutions ASIC’s Proposals
nn ACNC Passes House of Representatives
nn Risk Management in Funds Management Sector
nn AUASB September Meeting Highlights
nn Financial Literacy of Directors FRC Survey Results
nn AASB September Meeting Highlights		
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AASB 9 ‘Financial Instruments’ Mandatory
Effective Date Deferred
Nice to know (Continued):
nn Operating and Financial Reviews
ASIC Proposed Guidance
nn Superannuation Revised Reporting
Requirements Proposed by APRA
nn Directors’ Liability Reforms
Introduced in Parliament
nn Travel Industry Transition Plan –
Consultation Draft

Need to
know

The AASB approved AASB 2012-6 ‘Amendments to Australian Accounting Standards –
Mandatory Effective Date of AASB 9 and Transition Disclosures’.
AASB 2012-6 amends the mandatory effective date of AASB 9 ‘Financial Instruments’ so
that AASB 9 is required to be applied for annual reporting periods beginning on or after 1
January 2015 instead of 1 January 2013.
AASB 2012-6 also modifies the relief from restating prior periods by amending AASB 7
‘Financial Instruments: Disclosures’ to require additional disclosures on transition from
AASB 139 ‘Financial Instruments: Recognition and Measurement’ to AASB 9 in some
circumstances.
AASB 2012-6 applies to annual reporting periods beginning on or after 1 January 2013.
Earlier application of the Standard is permitted, with some conditions.

Reduced Disclosure Requirements Amendments
The AASB approved AASB 2012-7
‘Amendments to Australian Accounting
Standards arising from Reduced
Disclosure Requirements’.
AASB 2012-7 makes amendments to
Australian Accounting Standards to
amend reduced disclosure requirements
for entities preparing general purpose
financial statements under Australian
Accounting Standards – Reduced
Disclosure Requirements.
These amendments relate to amended
disclosures in the following Standards:

nn AASB 12 ‘Disclosure of Interests in
Other Entities’;
nn AASB 101 ‘Presentation of Financial
Statements’; and
nn AASB 127 ‘Separate Financial
Statements’.
AASB 2012-7 applies to annual reporting
periods beginning on or after 1 July 2013.
Earlier application of the Standard is
permitted, with some conditions.

nn AASB 7 ‘Financial Instruments:
Disclosures’;

General Hedging Draft Standard
The IASB posted to its website a draft of the forthcoming general hedge accounting requirements that will be added to IFRS 9
‘Financial Instruments’. The IASB is not seeking comments on the draft, which is being made available for information purposes to
enable constituents to familiarise themselves with the document.
The draft will remain on the website until early December 2012 after which time the Board intends to proceed to finalise the draft
document.
The draft IFRS consists of additions to IFRS 9, being Chapter Six, contains the draft general hedge accounting requirements, some
consequential amendments to Chapter Four ‘Classification’, Chapter Five ‘Measurement’ and Chapter Seven ‘Effective Date and
Transition’. There are also extensive additions to Appendix B ‘Application Guidance’ and Appendix C ‘Amendments to other IFRSs’.
There are two supporting documents to the draft IFRS; draft Basis for Conclusions and the draft Implementation Guidance, both of
which will be integrated into the next version of IFRS 9.
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MOGs ASX Proposals for Enhanced Disclosure
to report in accordance with the Joint
Ore Reserves Committee (JORC)
Code and new requirements for the
disclosure of additional information
when exploration results, estimates of
mineral resources and ore reserves,
and production targets are disclosed
for material projects. The proposed new
rules also streamline the requirement
for prior written consent of the
competent person for public reports,
and provide the ability for companies
to report historical or foreign estimates
of mineralisation for material projects
subject to certain conditions being
satisfied;
The ASX released a 72 page consultation
paper ‘Reserves and Resources
Disclosure Rules for Mining and Oil & Gas
Companies: Draft ASX Listing Rules and
Guidance Notes for Enhanced Disclosure’.
ASX’s objectives are to promote greater
investor confidence and market integrity in
the reporting of these important assets to
support efficient capital formation for ASXlisted mining and oil and gas companies
(MOGs).

nn For oil and gas companies: a
requirement to report in accordance
with the Society of Petroleum
Engineers – Petroleum Resources
Management System (SPE-PRMS) and
new requirements for the disclosure of
additional information when estimates
of reserves, contingent resources and
prospective resources are disclosed for
material projects; and

These changes align Australia’s reporting
framework with other major mining and oil
and gas markets. Many of the proposed
requirements focus on the reporting of
material projects. The key proposals are:

nn For both mining and oil and gas
companies: a requirement to include
an annual mineral resources and ore
reserves statement or an annual
petroleum reserves statement (as the
case may be) in the annual report.

nn For mining companies: a requirement

In parallel to this initiative, JORC released

Nice to
know

for consultation a revised and updated
JORC Code, which together with the
SPE-PRMS for oil and gas companies, will
underpin the new requirements in the ASX
Listing Rules. In the JORC proposals:
nn Transparent disclosure has been
clarified through redrafting of clauses 4,
18, 26 and 34 to emphasise reference
to and comment on Table 1 guidance
within the context of “if not why not”
reporting to confirm the materiality
or otherwise of these criteria to the
deposit in question;
nn A significant expansion of the
discussion points for Modifying Factors
within Table 1;
nn A major redraft of the provisions for
reporting of Exploration Targets (new
clause 16, replacing old clause 18);
nn More general alignment to the
CRIRSCO standard definitions across
the code for Mineral Resource and Ore
Reserve categories, and study levels;
and
nn New clauses covering the reporting of
Metal Equivalents and In-situ Values
have also been added.
Comments are sought on the
amendments to the Listing Rule and
the draft Guidance Notes, and the JORC
proposals are sought by 26 October.

The AGM and Shareholder Engagement
In response to a request from the Federal
Government for advice on the role of the
annual general meeting, Corporations and
Markets Advisory Committee (CAMAC)
published a 115 page discussion paper
‘The AGM and shareholder engagement’.

nn The role of the AGM within the broader
context of the ongoing relationship
between the board and the institutional
and retail shareholders of the company,
often referred to as shareholder
engagement;

CAMAC identified three overarching
issues, consideration of which is central to
the continuing corporate governance role
of the AGM:

nn The content of the annual report,
being the principal document for
consideration at the AGM that
provides information to shareholders

on the state of the company and the
stewardship of the board; and
nn The current processes, and possible
future functions and formats, of the
AGM, taking into account technological
developments and opportunities.
Submissions on in the discussion paper
are sought 21 December.
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ASX Report on Corporate Governance Diversity

ASX Compliance released a report on the
adoption by ASX-listed companies of the
ASX Corporate Governance Council’s
recommendations relating to gender
diversity. The Council’s diversity
recommendations came into effect for
financial years beginning on or after 1
January 2011. The ASX Education and
Research Program commissioned an
independent analysis of the diversity
disclosures made by listed companies
with a 31 December 2011 year end, being

the first group of companies required to
report against the diversity
recommendations.

nn 98% (206 companies) reported they
had established a diversity policy or had
provided an explanation as to why not;

The Council’s recommendations provide
an industry-wide reporting framework
for corporate governance. They are
not mandatory but ASX requires listed
companies to disclose in their annual
report the extent to which they have
followed the recommendations during
the relevant reporting period. Where
companies have not followed all of the
recommendations, they must provide an
explanation as to why (‘if not, why not’
reporting).

nn 61% (129 companies) disclosed they
had established a diversity policy.
Of these 129 companies, 88% (114
companies) disclosed that their
policies covered more than gender
(for example, age, ethnicity, cultural
background);

The report includes statistics on the
adoption of the Council’s diversity
recommendations and an overview of the
types of activities undertaken by listed
companies in the pursuit of diversity
within their organisations. The report also
provides an analysis of diversity policies,
measureable objectives within those
policies, and findings on gender diversity
including board selection processes and
remuneration reviews. From a sample of
211 ASX-listed companies, some of the
report’s findings include:

nn There is a direct correlation between
the size of a company and the
adoption of a diversity policy of the
129 companies with disclosed diversity
policies, 59% (76 companies) reported
to have established measureable
objectives for obtaining gender
diversity;
nn The majority of companies disclosed
statistics on women including senior
level and board representation; and
nn A common reason given by those
companies not adopting the diversity
recommendations was their “size and
stage”.

Hedge Fund Disclosure ASIC Guidance
ASIC finalised guidance on new disclosure
benchmarks and principles for hedge
funds to improve investor awareness of
the risks associated with these products.
ASIC’s guide, Regulatory Guide 240
‘Hedge funds: Improving disclosure’,
follows industry consultation earlier
this year and the Parliamentary Joint
Committee on Corporations and Financial
Services (PJC) report into the Trio collapse,
and is part of ASIC’s forward plan of work
to improve the conduct of gatekeepers
for managed investment schemes and
strengthen the regulatory requirements
applying to hedge funds. Responsible
entities of hedge funds should disclose
against the benchmarks and apply the
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disclosure principles in any PDS dated on
or after 22 June 2013.
In the final version of the regulatory guide,
there are a number of changes made as a
result of submissions received during the
consultation, including:
nn Defining ‘hedge funds’ as managed
investment schemes which exhibit at
least two out of five characteristics:
nn Complex investment strategy or
structure;
nn Use of leverage;
nn Use of derivatives;

nn Use of short selling; and
nn Charging a performance fee.
nn Removal of an independent custody
benchmark;
nn Simpler fee disclosure more in line with
prevailing industry practice; and
nn Where a hedge fund has invested 35%
or more of its assets in an underlying
hedge fund or similar investment
vehicle, the disclosure principles and
benchmarks should be taken to apply to
each such ‘significant underlying fund’.

MIS Constitutions ASIC’s Proposals
ASIC’s proposed guidance covers the
following areas in relation to a registered
MIS: implementation; the consideration to
acquire an interest in the scheme; powers
of the responsible entity of the scheme;
complaints handling for retail clients and
wholesale clients; winding up the scheme;
the payment of fees to a responsible
entity and its rights of indemnity from
scheme property; withdrawal rights of
members of the scheme; the use of
extrinsic material to the constitution; and
legal enforceability of the constitution.

IASIC released a consultation paper
outlining proposals to update the guidance
relating to the content requirements of
constitutions of registered MISs.
Consultation Paper 188 ‘Managed
investments: Constitutions – Updates to
RG 134’) contains proposals about ASIC’s
views on the requirements in s601GA and
s601GB of the Corporations Act 2001), and
how it will apply them in deciding to
register a MIS.

Regulatory Guide 134 was released
in 1998, a time when the managed
investments regime was still in its
infancy. The proposed updates factor
in significant developments in the
managed investments industry that have
occurred, and the operational policy that
has developed, since the guide was last
updated in 2000.
Section 601GA of the Act requires that
a constitution of a registered MIS make
adequate provision for, or specify, certain
prescribed matters. These include:

nn The powers of the responsible entity
in making investments, borrowing or
dealing with scheme property;
nn The method for dealing with complaints
about the scheme;
nn Winding up the scheme;
nn The rights of the responsible entity
to be paid fees or indemnified out of
scheme property; and
nn Any rights of members to withdraw
from the scheme.
Section 601GB of the Act requires that
the constitution be a document that
is legally enforceable as between the
members and the responsible entity.
ASIC’s current regulatory approach to the
content requirements of constitutions of
registered managed investment schemes
is contained in Regulatory Guide 134
‘Managed investments: Constitutions’
and Class Order ‘Constitutional provisions
about the consideration to acquire
interests’.

nn The consideration to acquire and
dispose of an interest in the scheme;

ACNC Passes House of Representatives
Legislation to establish the ACNC passed the House of Representatives.
The Bill has moved to the Senate but is not expected to be debated and voted on until
Parliament resumes on 9 October.
The proposed 1 October 2012 date for the commencement of the ACNC will be delayed
and will not have a material impact on the sector with the governance standards, including
the external conduct standards, and the financial reporting framework not commencing
until 1 July 2013 and the first financial reports for medium and large registered entities not
falling due until after 1 July 2014.
Once the legislation to establish the ACNC is passed, you can call the ACNC Advice
Services team on 13ACNC/13 2622, visit them at ACNC.gov.au or email at advice@acnc.
gov.au.
The ACNC social media profiles will change as well to - Twitter @acnc_gov_au and
Facebook.com/acnc.gov.au. The YouTube channel will be renamed ACNCvideos youtube.
com/ACNCvideos.
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Risk Management in Funds Management Sector
ASIC has emphasised the importance
of responsible entities in the funds
management sector maintaining adequate
risk management systems following a
proactive review. The findings of ASIC’s
review are contained in Report 298
‘Adequacy of risk management systems
of responsible entities’. ASIC has also
indicated its intention to develop good
practice guidance on risk management
systems for responsible entities in 2013.
In 2011–12, ASIC completed a review
aimed at assessing the adequacy and
strategic and operational effectiveness of
the risk management systems of selected
responsible entities ranging in size and
complexity, and how they specifically
manage their financial, investment and
liquidity risk. The review was undertaken
with a view to:
nn Determining the ability of these AFS
licensees to comply with their licence
conditions;
nn Considering whether risk management
arrangements had changed in light
of the global financial crisis or other
external or internal factors; and
nn Encouraging better preparedness for
market volatility in the future.
In the responsible entities reviewed,

ASIC found that the sophistication of risk
management systems varied greatly.
While they generally had adequate risk
management systems adapted to the
nature, scale and complexity of their
financial services businesses, ASIC
observed that improvements could be
made, especially for those responsible
entities that are not part of an APRAregulated group. ASIC also identified
new challenges and risks in the growing
managed funds sector, as it consolidates
and integrates.In addition, ASIC found that
smaller responsible entities tend to face:
nn Key person risk where the loss of one
or two people, either temporarily or
permanently, may produce a major
impact on the operations of the
responsible entity and the performance
of its funds; and

nn Regular reviews of risk management
systems and, in any event, reviews of
these systems when market shocks
occur;
nn Forward looking analysis of resource
adequacy;
nn Succession planning and independent
monitoring to address key person risk
and the risk of overreliance on external
compliance and risk management
consultants; and
nn Quantitative or actuarial analysis for
stress testing risks on an ‘if not, why
not?’ basis.

nn The risk of overreliance on external
compliance and risk management
consultants without necessarily
having the skills and resources to
independently assess the quality of
their services.
ASIC expects to consult on developing
good practice guidance on risk
management systems for responsible
entities and may consider proposals such
as:

AUASB September Meeting Highlights
Highlights of 10 September meeting of
the AUASB included:
nn Fundraisings: Decided that proposed
standards ASAE 3450 ‘Assurance
Engagements involving Corporate
Fundraisings and/or Prospective
Financial Information’ and ASAE 3420
‘Assurance Engagements to Report on
the Compilation of Pro Forma Financial
Information Included in a Prospectus’
be approved;
nn Review Engagements: Considered
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ISRE 2400 ‘Engagements to Review
Historical Financial Statements’ and
approved a project plan to replace
ASRE 2400 with ISRE 2400 and to
update ASRE 2410 and ASRE 2415 with
consequential amendments. ASRE
2405 will revised and recast in “clarity
format”;
nn Prudential Reporting Requirements
for General Insurers: Approved a
project plan to revise GS 004 ‘Audit
Implications of Prudential Reporting

Requirements for General Insurers’
in line with the new suite of general
insurance prudential standards being
issued by APRA; and
nn Managed Investments: Approved
a project plan to revise GS013
‘Special Considerations in the Audit
to Compliance Plans of Managed
Investment Schemes’ in light of the
collapse of Trio Capital and the results
of ASIC surveillance activities.

Financial Literacy of Directors FRC Survey Results
The Financial Reporting Council (FRC)
released the results of its survey on the
financial literacy of directors in Australia.
The survey was conducted in April and
May of this year with both directors, and
financial professionals who deal with
directors, being asked to rate the financial
literacy of directors in Australia. They
were also asked to suggest ways that
the financial literacy of directors could be
improved.
Some of the observations from the survey
included:
nn Almost all respondents acknowledged
in their commentary that there were
issues and challenges for directors in
acquiring and maintaining the level of
financial literacy needed by directors;
nn Directors generally rated their personal

level of financial literacy marginally
higher than the financial literacy of
their fellow directors. The financial
professionals who deal with directors
rated director financial literacy at
notably lower levels than the directors
themselves;
nn Financial professionals who regularly
deal with directors, on average, rated
the general financial literacy of the
directors of the top 200 ASX listed
entities (good to very good) higher than
that of other ASX listed entities (fair to
good) and substantially higher than nonlisted entities (poor to fair);
nn Both directors and financial
professionals rated the knowledge of
directors of basic accounting principles
(fundamental accounting concepts,

the purpose of financial statements,
the role of accounting policies and the
role of notes in financial statements) as
higher than their knowledge of specific,
more technical accounting issues;
nn Directors conceded that on average
their knowledge of more technical
accounting issues was fair;
nn The financial professionals who
regularly deal with them, on average,
rated it as poor to fair; and
nn A number of respondents expressed
concern that the increasing complexity
of accounting standards is making it
more difficult for directors to acquire
and maintain the level of financial
knowledge needed to sign off on
financial statements.

AASB September Meeting Highlights

Highlights of 5-6 September meeting of
the AASB included:
nn Deferral of ‘Intercompany Standards’
for the Not-for-Profit Public and
Private Sectors (NFPs): Decided
to defer the mandatory application
date of AASB 10 ‘Consolidated

Financial Statements’, AASB 11 ‘Joint
Arrangements’, AASB 12 ‘Disclosure of
Interests in Other Entities’, AASB 127
‘Separate Financial Statements’ and
AASB 128 ‘Investments in Associates
and Joint Ventures for NFP entities’
from 1 January 2013 to 1 January 2014.
This decision acknowledges that the
Board’s ED to propose Australian NFP
entity implementation guidance for
inclusion in AASB 10 has not yet been
issued for comment (expected to be
issued before the end of this year). Also
decided that the existing prohibition
on early application of the Standards
by NFP entities will not be extended
beyond the present limit of annual
reporting periods beginning before 1
January 2013. NFP entities will be able
to apply the Standards early to annual
reporting periods beginning on or after
1 January 2013 but before 1 January
2014 (such as the 2013/14 financial
year);

nn Recently Approved Documents:
Since the 25-26 July meeting, approved
ED 226 ‘Withdrawal of Australian
Interpretation 1039 Substantive
Enactment of Major Tax Bills in
Australia’; and
nn Next Meeting Agenda (31 October-1
November 2012): Expected agenda
items include: Revenue from Contracts
with Customers; IFRS Interpretations
Committee; Superannuation
Entities; Service Concession
Arrangements – Grantors; Financial
Instruments; Investment Entities;
IFRS 8 Operating Segments – postimplementation review; IFRS for SMEs
– comprehensive review; IASB Annual
Improvements 2011-2013; and IPSASB
report.
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Operating and Financial Reviews ASIC Proposed
Guidance
disclosure in an operating and financial
review’ proposes guidance on the
operating and financial review (OFR).
The OFR forms part of a listed entity’s
annual report and is required to contain
information investors would reasonably
require to make an informed assessment
of the entity’s operations, financial
position, and business strategies and
future prospects.
CP 187 also includes proposed guidance
on the use of an exemption from
disclosing information on business
strategies and prospects that is likely to
cause unreasonable prejudice to the listed
entity.
ASIC is proposing guidance to assist
directors in ensuring that a key part of
listed entity annual reports provides
information and analysis useful to
investors.
Consultation Paper 187 ‘Effective

The OFR provides analysis and narrative
in one place that supplements and
complements the information contained
within an entity’s financial report.

investors without requiring the entity to
issue a full prospectus. Effective periodic
disclosure is part of the framework upon
which this capital raising regime is built.
The OFR requirements play an important
part in that effective periodic disclosure.
It is proposed that the OFR be tailored to
the circumstances of each entity, but each
OFR should provide insightful information
and analysis.
This includes explaining drivers of the total
income and income for major operating
segments and also the underlying drivers
of an entity’s performance more generally.
Submissions close 23 November with
final guidance expected in time to assist
directors for the 30 June 2013 reporting
season.

Australia’s regulatory regime often allows
listed entities to access capital from

Superannuation Revised Reporting Requirements
Proposed by APRA
APRA released for consultation a
discussion paper outlining its proposed
revised reporting requirements for APRAregulated superannuation funds.
The consultation package includes 31
draft reporting forms and instructions.
The proposed reporting requirements
implement the transparency and
accountability recommendations from the
Government’s Stronger Super reforms,
and the proposals APRA previously
consulted on in 2009.
The proposed new requirements also
support the implementation of prudential
standards, MySuper products and
SuperStream. These proposed revisions
will be the first changes to the reporting
requirements for superannuation since
2004.
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The main proposed changes to reporting
requirements include:
nn Information about each trustee, fund,
sub-fund, MySuper product and
select choice investment options. This
replaces the focus at fund level in the
current data collection and responds
to previous industry commentary on
the limitations of APRA’s fund-level
superannuation reporting;
nn Information about investment returns
for each MySuper product and select
choice investment options. This will
allow greater comparability across the
industry, particularly between MySuper
products; and
nn The collection of expanded information
about investments, including looking

through investment structures to
identify and understand ultimate
investment asset allocation and costs.
This consultation package outlines a
substantially larger data collection than is
currently in place for the superannuation
industry. Consultation on the draft
reporting requirements closes on 16
November and the final superannuation
reporting standards are expected to be
determined and released in the first half
of 2013.
The requirements in the final reporting
standards are expected to take effect from
1 July 2013 with the first publication using
the new data in late 2013.

Directors’ Liability Reforms Introduced in
Parliament
The Bill amends a significant number of
provisions across a range of Commonwealth
legislation that impose personal criminal
liability for corporate fault, other than for
laws relating to workplace health and safety
and environmental protection, which have
been subject to separate reform processes.
It will ensure that a person is only made
criminally liable for the fault of a corporation
where it is fair and reasonable in all
circumstances to do so.

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.

As part of the COAG reform, Commonwealth
legislation has been assessed against
principles and guidelines endorsed by COAG
for the imposition of personal liability.
Australia moved a step closer towards a
seamless national economy with the
introduction of the ‘Personal Liability for
Corporate Fault Reform Bill 2012’. The reform
commits all jurisdictions to establishing a
nationally consistent and principles-based
approach to the imposition of personal
criminal liability on directors for corporate
fault.

The Bill amends Commonwealth legislation
to align it with these principles and
guidelines.
States and Territories have similarly
committed to implementation plans to
introduce proposed amendments to their
legislation before the end of 2012.

Travel Industry Transition Plan –
Consultation Draft
The Travel Industry Transition Plan Consultation Draft outlines the proposals that the
Consumer Affairs Ministers are considering to implement in replacement of the current
National Licensing Scheme and TCF. Key recommendations include: repeal Travel Agents
Legislation; increase the reliance on generic consumer protection legislation, corporations
laws, industry-specific remedies and oversights mechanisms; winding up of the TCF;
alignment with tourism policy; and voluntary industry accreditation and/or industry-specific
dispute resolution scheme. The TITP outlines the proposed actions which the Ministers will
consider at the next scheduled Ministerial meeting (GOAG) to be held in December.

The information provided in this
publication was provided by Colin Parker
FCA, former member of the AASB.
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