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In this FRA News, your attention is drawn to the following 
developments:

Need to know:

 n Disclosures and materiality thoughts for disclosure 
overload

 n Continuous disclosure breach 

 n Whistleblowers and whistleblower protection – ASIC 
style

 n Annual reporting to ACNC made easier

Nice to know:

 n NFP red tape reduction forum report

 n Research project on charities’ regulatory burden

 n Corporate governance roundtable with ASIC

 n Improve entity performance and governance

 n IFRS 9 “Financial Instruments” from 1 January 2018

 n Business Combo review

 n Water assurance standard issued 

 n Stapled securities update

 n Recently approved accounting pronouncements 

 n Performance reporting progress?

 n Supplementary financial measures international guidance 
proposed

 n Investment property international valuation project

 n Audit quality framework for all stakeholders

 n AUASB February meeting highlights

 n Enforceable undertaking from Sydney-based auditors 

 n AUASB withdraws superseded pronouncements 

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 
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. 
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As preparers start to turn their minds to 30 June reporting season, the Australian Accounting Standards Board (AASB) has published a 
staff paper “To Disclose or Not to Disclose: Materiality is the Question” which is designed to prompt preparers of financial statements 
to potentially rethink their criteria for determining which disclosures to include in their financial statements.

The paper was written because of an increasing concern about ‘disclosure overload’, and suggests some practical actions preparers 
can take (and not take) to help reduce the overload.  Future work of the AASB will consider what standard-setters can do to further 
help reduce concerns about overload, and thereby better meet the needs of users of financial statements.

The paper identifies a number of immediate “substantive things not to do when making an assessment about what information 
should be included in the financial statements”.  These include do not:

 n Include every disclosure illustrated in model financial statements, as these are a “cater for all possible scenarios” tool

 n Blindly copy what other entities have disclosed, instead of exercising judgement in deciding on appropriate disclosure

 n Repeat information from prior financial years, but adapt to changed circumstances

 n Disclose accounting policy choices made under accounting standards unless they are relevant and necessary to understanding 
information provided – this includes not disclosing accounting policies for transaction types not in the financial statements

 n Assume auditors will require every disclosure required by accounting standards, and

 n Fear regulators, which are increasingly confirming they will not pursue immaterial disclosures.  ASIC stated that it does not pursue 
immaterial disclosure that may add unnecessary clutter to financial reports in several media releases.

Bear in mind the concept of materiality.  Items are considered to be material if their omission or misstatement, individually or 
collectively, could influence the economic decisions that users make on the basis of the financial statements.  Materiality depends 
on the size and nature of the omission or misstatement judged in the surrounding circumstances.  The size or nature of the item, or 
a combination of both, is therefore the determining factor. 

Disclosures and materiality thoughts for  
disclosure overload

Need to 
know

Continuous disclosure breach
Diploma Group Limited (DGX) paid a penalty 
of $33,000 after ASIC served an infringement 
notice on the company for failing to 
comply with its continuous disclosure 
obligations.  The infringement notice was 
issued following an ASIC investigation into 
an announcement made by DGX on the 
Australian Securities Exchange.

On 4 December 2012, DGX entered into 
a contract for the sale of 69 Adelaide 
Terrace, East Perth, for $4.86 million. The 
contract was subject to two conditions: due 
diligence and syndicate funding approval, 
and development approval.

The company did not announce the 
entering of the contract, but waited until 
31 July 2013 to announce the settlement.  
The announcement included the following 
statements: the sale of this asset places the 
business in a stronger position financially 
having reduced corporate debt by close to 
30% to $13 million; and the company will 
recognise a profit from the sale in the first 
half of FY14.

ASIC alleged that by failing to inform the ASX 
of its entry into the contract for the sale of 
the property subject to the two conditions, 
the company was in breach of section 674(2) 
of the Corporations Act 2001). 
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NFP red tape reduction forum report

The ACNC released a report “Measuring and Reducing Red Tape in the Not-for-profit Sector” arising from a recently held red tape 
reduction forum.  The report incorporated contributions made by participants during and after the forum through comments, workbook 
and survey responses, and incorporated notes taken by ACNC staff. 

Contents of the report included: background; the forum; red tape reduction recommendations; national approach; risk; outcomes; funding 
agreements and reports; sector capacity; forum sessions (defining red tape, Commonwealth Grant Guidelines, charity presentations; 
costing red tape; professional institutions – thoughts so far); and advise to government.

Continuous disclosure breach

Whistleblowers and whistleblower protection – ASIC 
style

ASIC released information about its approach to dealing 
with whistleblower reports.  The information sheet No 52 
“Whistleblowers and whistleblower projection” is part of ASIC’s 
commitment to improve its communication and handling of 
information brought to its attention by whistleblowers.

It explains:

 n Reporting important information to ASIC

 n How ASIC will communicate with whistleblowers

 n Who is a whistleblower

 n The protections available to whistleblowers under the law, 
and

 n How ASIC deals with information from whistleblowers.

The information sheet assists those who wish to provide 
information to ASIC of an inside nature.  ASIC considers all 
information from the public as potentially providing valuable 
insights into possible misconduct that we may need to act on. 

Annual reporting to ACNC made easier
Thousands of incorporated associations, co-operatives and charities undertaking 
fundraising or charitable collections will benefit from an announcement made by the 
Australian Charities and Not-for-profits Commission (ACNC).  The ACNC Commissioner 
announced she will exercise her discretion to accept financial reports submitted to 
state and territory government in place of ACNC Annual Financial Reports for the 2014 
reporting period.

The announcement means that when charities complete their 2014 Annual Information 
Statements with the ACNC, they will be able to electronically submit the same financial 
reports which they provide to their state regulators. 

The move will cut red tape to medium (annual revenue of $250,000 to $1 million) and 
large charities (annual revenue of $1 million and over), many of which are incorporated 
associations operating in the states and territories.

The ACNC will provide detailed information on acnc.gov.au that will illustrate which 
reports are relevant from each jurisdiction in relation to this discretion. 

Nice to 
know



The key recommendations included:

A national approach:  national harmonisation of regulatory requirements and a light touch to regulation and compliance was necessary

 n Risk:  regulatory and reporting requirements must be proportionate to risk

 n Outcomes:  funding agencies should adopt an outcomes orientation, and an outcome based measurement and evaluation 
framework should be developed

 n Funding agreements and reporting:  Commonwealth departments should consistently apply red tape reduction tools when 
engaging with NFPs.  They should also justify their information and reporting requirements, only requiring one set of audited 
accounts

 n Sector capacity:  the ACNC should monitor the diversity and distribution of charities across Australia and reduce red tape for 
volunteers.

The report was also prepared within the context of the Government’s comprehensive deregulation agenda being implemented across 
Commonwealth departments and agencies and the proposed National Centre for Excellence for Civil society.  The deregulation agenda 
is being led by the Department of the Prime Minister and Cabinet. 

Building upon the discussions and 
recommendations of the red tape reduction 
forum, the ACNC commissioned an 
accounting firm to conduct research on 
the regulatory and reporting burden on 
charities in Australia.  The research includes 
a conceptual framework, case studies and 
red tape mapping and costing consistent 
with the Government’s deregulation costing 
methodology.  It will provide baseline 
information about the extent of reporting 

and regulatory obligations on Australian 
charities and identify target areas for 
reducing the burden.

The research is an important part of the 
ACNC’s ongoing efforts to promote the 
reduction of unnecessary regulatory 
obligations on the NFP sector and is a 
valuable contribution to the Government’s 
deregulation agenda.  

Research project on charities’ regulatory burden

The Federal Government announced 
that the Australian Securities & 
Investments Commission (ASIC) will 
convene a roundtable to explore how 
to more effectively implement the 
existing framework relating to corporate 
governance.

The meeting will include representative 
bodies from corporate Australia and will 
consider:

 n Current market practice regarding 
director share trading in Australia and 
related aspects of market integrity, and

 n Forthcoming ASIC findings regarding 
the handling of confidential information 
by listed companies.

Representatives that have agreed to 
participate in the roundtable include the 
Australian Shareholders’ Association, 

Australasian Investor Relations 
Association, Stockbrokers Association 
of Australia, ASX, Australian Institute of 
Company Directors and the Governance 
Institute of Australia.  The meeting will be 
held with ASIC requiring to report to the 
Assistant Treasurer by the end of April. 

Corporate governance roundtable with ASIC
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Improve entity performance and governance 

The Committee of Sponsoring Organisations of the Treadway 
Commission (COSO) announced the release of a new thought 
paper “Improving Organisational Performance and Governance: 
How the COSO Frameworks Can Help” developed to illustrate 
how the enterprise risk management (ERM) and internal control 
frameworks can contribute to enhancing entity performance 
and governance for sustainable success.

The purpose of this paper is to relate the COSO frameworks to 
an overall business model and describe how the key elements 

of each framework contribute to an organisation’s long-term 
success.  The new thought paper provides a holistic approach to 
relating these frameworks to governance, strategy setting, and 
management processes. 

COSO’s fundamental premise is that effective risk management 
and internal controls are crucial to sustaining an entity.  The 
paper demonstrates how the COSO frameworks can contribute 
value to governance, strategy setting, business planning, 
execution, monitoring, and adapting processes of any entity. 

The International Accounting Standards Board decided the effective date for IFRS 9 “Financial Instruments” will be 1 January 
2018.  The original effective date of IFRS 9 was 1 January 2013 and later amended to be 1 January 2015.  In November 2013, the 
IASB removed the mandatory effective date completely and decided to revisit the effective date when all phases of the project are 
complete and a final version of IFRS 9 is issued; so 1 January 2018 it is! 

IFRS 9 “Financial Instruments” from 1 January 
2018

The AUASB and the Bureau of Meteorology jointly issued 
Standard for Assurance Engagements ASAE 3610/Australian 
Water Accounting Standard AWAS “Assurance Engagements 
on General Purpose Water Accounting Reports”.  The new 
Assurance Standard is a world-leading standard in the 
emerging area of water accounting and related assurance.  
The Assurance Standard provides requirements and application 
and other explanatory material regarding the assurance 
practitioner’s responsibilities in an assurance engagement on 
a general purpose water accounting report prepared using 

Australian Water Accounting Standard (AWAS 1), including both 
reasonable assurance and limited assurance engagements.

These water reports deal with reporting volumes and values 
of water resources allocated and traded.  Australian Water 
Accounting Standards are aimed at improving the economic, 
social and environmental outcomes of water management 
within Australia. 

Water assurance standard issued 

The AASB issued ITC “Request for Comment on IASB Request for Information on Post-implementation Review: IFRS 3 Business 
Combinations”.  Comments to the AASB are requested by 2 May.  The AASB intends to hold a discussion forum in Melbourne in 
April.  The AASB is interested in assessing the effect of the application of AASB 3 “Business Combinations” in relation to financial 
reporting by not-for-profit entities in the private sector or the public sector as well as for-profit entities. 

Business combo review
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Performance reporting progress?

Recently approved accounting pronouncements 
The AASB recently approved the following pronouncements with 
effective dates:

 n AASB 1031 Materiality – periods beginning on or after 1 
January 2014

 n AASB 1048 Interpretation of Standards – periods ending on or 
after 20 December 2013

 n AASB 2013-9 Amendments to Australian Accounting 
Standards – Conceptual Framework, Materiality and Financial 

Instruments; Part A “Conceptual Framework” annual 
reporting periods ending on or after 20 December 2013; Part 
B “Materiality” annual reporting periods ending on or after 
1 January 2014; and Part C “Financial Instruments” annual 
reporting periods ending on or after 1 January 2015, and

 n AASB CF 2013-1 Amendments to the Australian Conceptual 
Framework – periods ending on or after 20 December 2013. 

The AASB at its recent meeting noted that the International Public Sector 
Accounting Standards Board (IPSASB) issued an Exposure Draft 54 “Reporting 
Service Performance Information” with comments requested by 31 May.  The 
AASB is continuing to monitor this IPSASB project, as the outcome is expected to 
provide useful input to the AASB’s own “Service Performance Reporting” project.  
The AASB’s project is considering developing a standard on service performance 
reporting for, in the first instance, private sector not-for-profit entities. 

The AASB submitted a comment letter 
to the IFRS Interpretations Committee’s 
tentative decision not to add to its 
agenda a request to clarify the interaction 
of the requirements in IFRS 3 “Business 
Combinations” (2008) for identifying an 
acquirer with the requirements in IFRS 
10 “Consolidated Financial Statements” 
for deciding whether control exists.

The AASB agreed with the IFRS 
Interpretations Committee’s observation 
that the definition of a business 
combination in IFRS 3 includes 

transactions in which none of the 
combining entities or businesses is 
identified as having control of the 
other combining entities; and that 
the combining entity in a stapling 
arrangement that is identified as the 
acquirer for the purpose of IFRS 3 
should prepare consolidated financial 
statements of the combined entity in 
accordance with IFRS 10. 

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.  We wait to see ASIC’s 
response to the IFRS Interpretations 
Committee’s tentative decision and the 
position of the AASB. 

Stapled securities update
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Supplementary financial measures international 
guidance proposed

The Professional Accountants in Business (PAIB) Committee 
of the International Federation of Accountants (IFAC) issued 
proposed International Good Practice Guidance “Developing and 
Reporting Supplementary Financial Measures” for comment.  
This guidance seeks to establish a benchmark for the use of 
supplementary financial measures to improve understanding 
of an entity’s performance among management, investors, and 
other stakeholders.

The proposed guidance provides principles regarding the 
qualities measures should have and disclosures that should 
accompany them if reported externally.  Building on the 
qualitative characteristics of useful financial information, the 

guidance recommends professional accountants consider 
a number of attributes when developing and reporting 
supplementary financial measures. 

The guidance is meant for all entities that want to use 
supplementary financial measures, regardless of size or 
structure, private or public.  Many such measures are widely 
used in both internal and external reporting, for example, 
Earnings Before Interest, Taxes, Depreciation, and Amortisation 
(EBITDA); Underlying Profit; and Free Cash Flow.  The guidance 
also provides a number of tips for disclosure of supplementary 
financial measures. 

Investment property international valuation project

Recently the IVSC Standards Board issued a Discussion Paper on “Investment Property”, which examined various options for improving 
the way in which the standards relate to this class of real property.  After analysis of the comments made by respondents on various 
issues raised in the Discussion Paper, the IVSC Standards Board tentatively agreed that the additional requirements for valuing 
investment property that had been identified as needing consideration would best be dealt with by making amendments to the existing 
IVS 200 “Real Property Interests” and by including a section of investment property in IVS 300 “Valuations for Financial Reporting”.

The exposure draft “Proposed amendments to IVS 230 and IVS 300” shows the changes and additional material that are proposed 
in both of the above standards.  The Discussion Paper also discussed replacing the current IVS 233 “Investment Property under 
Construction” with more broadly based guidance for valuing property under construction generally.  That is the subject of a separate 
Exposure Draft “Development Property”. 

The International Auditing and Assurance 
Standards Board (IAASB) released its 
new publication “A Framework for Audit 
Quality: Key Elements that Create an 
Environment for Audit Quality”. Through 
this Framework, the IAASB aims to raise 
awareness of the key elements of audit 
quality, encourage key stakeholders to 
challenge themselves to do more to 
increase audit quality in their particular 
environments, and facilitate greater 
dialogue between key stakeholders on the 
topic.

This new Framework contributes to further 
progress on audit quality by making clear 

that, while responsibility for performing 
quality audits of financial statements 
rests with auditors, audit quality is best 
achieved in an environment where there is 
support from and appropriate interactions 
among participants in the financial 
reporting supply chain.

The Framework describes in a holistic 
manner the different input, process, and 
output factors relevant to audit quality at 
the engagement, firm, and national levels.  
It also demonstrates the importance 
of appropriate interactions among 
stakeholders, and how they may facilitate 
improvement to audit quality, as well as 

perceptions of audit quality.  Further, the 
Framework demonstrates the importance 
of various contextual factors, such as laws 
and regulations, the litigation environment, 
corporate governance, and the financial 
reporting framework – collectively, factors 
that have the potential to impact the 
nature and quality of financial reporting 
and, directly or indirectly, audit quality. 

Audit quality framework for all stakeholders
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AUASB February meeting highlights

Highlights from the February meeting of 
the Auditing and Assurance Standards 
Board (AUASB) included:

 n Assurance on controls:  Discussed a 
further draft of proposed Standard for 
“Assurance Engagements on Controls” 
and agreed that the proposed standard 
was likely to be approved at April 
meeting 

 n Australian Financial Services Licences:  
Considered a first draft of the revision 
to GS 003 “Assurance Relating to 
Australian Financial Services Licences 
issued under the Corporations Act 
2001”; a final draft will be considered 
for approval at the next meeting, and

 n ACNC update:  Received an update 
on recent discussions with the ACNC 
regarding the development of a pro 
forma auditor’s report for 2014.

Representatives of ASIC presented an 
overview of the ASIC Audit Update and 
related developments including ASIC’s 
strategic objectives, audit activities and 
issues emanating from past inspection 
findings.  Key points of the presentations 
included:

 n The audit inspection program up to 31 
December 2013 has been completed 
with the report expected to be released 
in June 2014

 n ASIC is to write to a selected number 
of entities in relation to the level of 
audit fees paid.  ASIC is interested in 
the entities view on the level of non-
audit services provided by their audit 
firm as well as the appropriateness of 
audit fees that are falling

 n Other areas that were listed as being 
on ASIC’s radar included: offshoring 
of services; the use of data mining by 
auditors; the robustness of internal 
control work by auditors; as well as the 
usual list of impairment testing, going 
concern etc.

 n ASIC will be writing to the International 
Auditing and Assurance Standards 
Board in relation to concerns they 
have with the auditing standards on: 
evidence (sampling, internal control 
and substantive analytical procedures), 
scepticism, and the use of experts 
and other auditors (group audits, joint 
ventures, service organisations, internal 
audit)

 n 26 transparency reports were received 
by ASIC – 5 were found to not comply 
with the regulations, and

 n Section 311 reporting – the majority of 
reporting received relates to the non-
lodgement of financial reports. 

Enforceable undertaking from Sydney-based auditors

ASIC accepted an enforceable undertaking (EU) from two 
Sydney-based registered company auditors.  An ASIC review 
of an audit of the financial report of a listed entity for the 
financial year ended 30 June 2012 found breaches of auditor 
independence and rotation requirements.  After seven years as 
lead auditor, he continued to provide non-audit services during 
the subsequent two-year prohibited periods, contrary to the 
Code of Ethics for Professional Accountants.

The new lead auditor failed to identify and declare contravention 
of the Code of Ethics for Professional Accountants in his 30 June 
2012 audit and 31 December 2011 review engagement.

ASIC was concerned that the audit firm’s independence quality 
control systems and processes failed. The auditors in question 
were required to:

 n Engage an ASIC approved auditor to review the controls, 
safeguards and policies relating to compliance with ethical, 
independence and rotation requirements

 n Implement the recommendations of the review, and

 n Engage an ASIC approved third party to provide training to all 
audit partners, consultants and staff on auditor rotation and 
independence requirements.

The previous lead auditor will also participate in an additional 20 
hours of continuing professional education on ethics, auditor 
independence and rotation in the financial year ending 30 
June 2014.  He is also required to engage an ASIC approved 
independent auditor to review the next audits of his top three 
audit fee-paying clients. 
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The information provided in this 
publication was provided by Colin Parker 
FCA, former member of the AASB.

© GAAP.com.au Pty Ltd

Kindly reproduced with the permission of 
GAAP.com.au Pty Ltd

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.

AUASB withdraws superseded pronouncements 

The AUASB withdrew the following superseded pronouncements: AUS 804 “The 
Audit of Prospective Financial Information” (July 2002); AGS 1062 “Reporting in 
Connection with Proposed Fundraisings” (August 2002) and AGS 1014 “Privity letter 
requests” (July 2002).  AUS 804 and AGS 1062 have been superseded by the release 
of ASAE 3450 “Assurance Engagement involving Corporate Fundraising and/or 
Prospective Financial Information” (November 2012).

ASAE 3450 provides requirements and guidance on the key issues relating to 
different types of fundraising engagements and also contains illustrative examples 
to assist practitioners prepare suitable reports.  It was effective for engagements 
commencing on or after 1 July 2013.  AGS 1014 has been withdrawn because the 
board is of the view that there is no longer demand for this guidance. 
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Queries
For further information or assistance, 
please contact your TNR Audit & 
Assurance Partner or Manager.

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

www.tnr.com.au


