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FRA NEWS

Welcome to this issue of ‘HLB 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 HLB 
Mann Judd. 

Liability limited by a scheme approved under Professional Standards Legislation

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

Need to know:

 n Amendments to ‘intercompany’ standard

 n Directors banned from managing companies

 n Completed AASB 9 ‘Financial Instruments’ issued

 n ASIC sponsored $4.3 million impairment charge to 
goodwill

 n AASB 15 implementation timetable

 n AASB annual improvements apply from 1 January 2016

 n ASIC acts against Perth company for disclosure and 
reporting failures

Nice to know:

 n New auditor reporting standards - coming here soon 

 n Insurance broker banned for three years

 n Controls assurance - new auditing standard

 n Australian Charities and Not-for-profits Commission round-up

 n Audit reports on special-purpose financial statements



Need to 
knowAmendments to ‘intercompany’ standards

The AASB has approved AASB 2014-9 ‘Amendments to 
Australian Accounting Standards – Equity Method in Separate 
Financial Statements’ and AASB 2014-10 ‘Amendments to 
Australian Accounting Standards – Sale or Contribution of 
Assets between an Investor and its Associate or Joint Venture’.  
These are narrow-scope amendments.  AASB 2014-9 and AASB 
2014-10 apply to annual reporting periods beginning on or after 
1 January 2016.

AASB 2014-9 amends AASB 127 ‘Separate Financial 
Statements’, and, as a consequence, amends AASB 1 ‘First-
time Adoption of Australian Accounting Standards’ and 
AASB 128 ‘Investments in Associates and Joint Ventures’ 
to allow entities to use the equity method of accounting for 
investments in subsidiaries, joint ventures and associates in 
their separate financial statements.  AASB 2014-9 also makes 
editorial corrections to AASB 127.

AASB 2014-10 amends AASB 10 ‘Consolidated Financial 
Statements’ and AASB 128 to address an inconsistency 
between the requirements in AASB 10 and those in AASB 128 
(August 2011) in dealing with the sale or contribution of assets 
between an investor and its associate or joint venture.  The 
amendments require a full gain or loss to be recognised when 
a transaction involves a business (whether it is housed in a 
subsidiary or not) and a partial gain or loss to be recognised 
when a transaction involves assets that do not constitute a 
business, even if these assets are housed in a subsidiary.  

AASB 2014-10 also makes an editorial correction to AASB 10.

AASB 2014-9 and AASB 2014-10 may be applied by for-profit 
entities to annual-reporting periods beginning on or after 1 
January 2005 but before 1 January 2016, and not-for-profit 
entities to annual-reporting periods beginning on or after 1 
January 2013 but before 1 January 2016.   

ASIC has banned two former directors from managing companies following an 
investigation that revealed that they had failed to meet their legal obligations.

Neni Vijayant Tiwary was banned for three years and Gargi Tripathi two-and-a-half.  
They were directors of green-slip insurance businesses, Value Greenslips Pty Ltd 
(VGS) and ICRA Pty Ltd (ICRA), both of which went into liquidation in 2012.

An ASIC investigation into the companies’ collapses found Mr Tiwary and Ms 
Tripathi failed to:

 n comply with their obligations to keep adequate written records of the 
companies’ finances, and

 n exercise their duties as directors with care and diligence by not taking 
reasonable steps to monitor and control the companies’ financial affairs.

Mr Tiwary also failed to act in good faith and in the best interests of ICRA by 
authorising a payment to a related party on the same day the company went into 
voluntary administration in December 2011.  

Directors banned from managing companies
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Completed AASB 9 ‘Financial Instruments’ issued

The AASB has issued a new version of AASB 9 ‘Financial 
Instruments’ (2014).  The new ruling will most affect financial 
institutions and entities with significant financial instruments.  
All entities, though, should assess the impact (for example, on 
stakeholder understandings, systems and processes).

AASB 9 applies to annual-reporting periods beginning on or 
after 1 January 2018.  It supersedes AASB 9 (2009), AASB 9 
(2010) and AASB 139 ‘Financial Instruments: Recognition and 
Measurement’.

The key changes introduced by the new version are:

 n requirements for impairment of financial assets based on a 
three-stage ‘expected loss’ approach

 n limited amendments to classification and measurement of 
financial assets to add a third measurement category for 
debt instruments.  The new category of fair value through 
other comprehensive income is added to the existing 
categories for debt instruments, that is, amortised cost and 
fair value through profit or loss, and

 n amendments to AASB 7 ‘Financial Instruments: 
Disclosures’ that significantly expand the disclosures 
required in relation to credit risk.

While the application date may seem a long way off, entities 
should decide whether they will benefit from early adoption 
and if so, which version to adopt.

When considering an early application, several difficulties 
loom.

AASB 9 (2010) was amended in December 2013 to include 
a new chapter on hedge accounting.  Entities may wish 
to adopt early the amended AASB 9 (2010) to apply the 
hedge accounting requirements without applying the new 
impairment requirements.  However, entities should note 
that AASB 2014-8 limits the application of AASB 9 (2009) 
and AASB 9 (2010) to reporting periods beginning before 1 
February 2015.  They should also note that hedge accounting 
can only be applied prospectively from the date the hedge-
accounting requirements are met.

There are benefits from the new approach to hedge 
accounting – it aligns more closely with your risk-management 
activities.  In particular, there are the following improvements 
in AASB 9 compared with AASB 139: 

 n allowing hedge accounting of risk components of non-
financial items that are identifiable and measurable (for 
example, hedging jet fuel as a component of crude oil).  
Many such items were prohibited from being designated as 
hedged items under AASB 139

 n changes in accounting for the time-value of options, the 
forward element of a forward contract and foreign-currency 
basis spreads designated as hedging instruments

 n 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 per cent), 
and

 n entities adopting AASB 9 (2010 or 2014) can make an 
accounting policy choice to apply either the hedge-
accounting model in AASB 9 or continue to use the AASB 
139 model.  Entities also have a choice to continue to use 
AASB 139 for their macro-hedges and use AASB 9 (2010 or 
2014) hedge accounting for their non-macro hedges.

The ‘own credit’ changes for financial liabilities designated at 
fair value through profit or loss can be early applied in isolation 
of the other requirements in both AASB 9 (2010) and AASB 
(2014).

AASB 9 applies to the preparation of general-purpose financial 
statements by for-profit, not-for-profit and public-sector 
entities.  The standard and related amendments to other 
standards are available on the AASB website http://www.
aasb.gov.au.  Previous versions of AASB 9, issued in 2009 and 
2010, are available in the website’s archive section.

December year-end entities are also reminded that they 
will need to refer to this version of AASB 9 to meet the 
requirements of AASB 108 ‘Accounting Policies, Changes 
in Accounting Estimates and Errors’ in their disclosure of 
standards issued but not yet effective.  ASIC has indicated 
that it will pay particular attention to this disclosure. 
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AASB 15 implementation time table
 January 2017 might seem a long way off.  It isn’t, especially when you consider the complexity of the Australian Accounting Standards 
Board’s recent standard AASB 15.  Entitled ‘Revenue from Contracts with Customers’, it supersedes AASB 118 ‘Revenue’ and AASB 
111 ‘Construction Contracts’ as well as some interpretations of them.

The International Financial Reporting Standards released IFRS 15 – on which AASB 15 is based.

Compliance with IFRS 15 and AASB 15 begins for annual reporting periods starting on or after 1 January 2017.  Most Australian entities 
will be adopting the new regulations for their 30 June 2018 reporting periods.

Why consider them now?  Let’s start with the most technical reason.  Paragraph 30 of AASB 108 ‘Accounting Policies, Changes in 
Accounting Estimates and Errors’ requires entities to disclose the impact of standards issued that are not yet effective in all financial 
statements from the date of issue to the date of adoption – in other words, from 31 December 2014. 

Now a few more practical, operational reasons.

AASB 15 is likely to result in changes to your IT systems, reported results, customer contracts, bonus schemes, bank covenants, 
budgets, accounting manuals and disclosure templates.  Your detailed accounting policies that explain how you have applied AASB 15 
to individual contracts or groups of contracts need to developed and approved.

Implementation of AASB 15 will be the responsibility of not only your finance team. Various staff will need to be involved to ensure 
that the transition is accurate, seamless and minimises stakeholders’ surprises.

The time needed to determine the impact of AASB 15 on an organisation will be significant.  Each aspect of the contract and revenue 
process will need to be scrutinised, and a plan for implementation developed.

Below is a time-frame for implementation.

December Reporting Period June Reporting Period

AASB 15 effective date 31/12/2017 30/6/2018

Comparative balance sheet date 31/12/2016 30/6/2017

Opening balance sheet date / transition 
date

1/1/2016 1/7/2016

More on AASB 15 ‘Revenue from Contracts with Customers’ in the next edition of FRA News. 

ASX-listed GoConnect Limited will recognise a $4.3 million 
impairment charge to goodwill in its results for the half-
year ended 31 December 2014 following ASIC’s inquiries.  
GoConnect Limited had recognised the goodwill assets as a 
result of two acquisitions at the beginning of the 30 June 2011 
financial year.

ASIC reviewed GoConnect Limited’s financial report for the year 
ended 30 June 2014 as part of its ongoing financial-reporting 
surveillance program.  The commission questioned whether the 
assumptions used in the calculation of the recoverable amount 
of the goodwill assets were reasonable and supportable.

Goodwill assets are impaired and must be written down where 
the carrying amount in the company’s books exceeds the 
recoverable amount of the assets.  The recoverable amount is 
the higher of value-in-use and fair value of the assets.

The cash flows generated from the acquired businesses have 
not been sufficient to produce a value-in-use that exceeds the 
carrying amount of the goodwill assets.  The company relied 
on a fair-value calculation to produce a recoverable amount 
that exceeded the carrying amount.  However, ASIC did not 
consider there to be sufficient evidence to support a fair-value 
measurement of the assets.

ASIC reminds companies and those involved in preparing and 
approving financial reports that in calculating the recoverable 
amount of assets, cash flow and other assumptions used in 
value-in-use calculations should be realistic, and fair values 
should be based on appropriate models, assumptions and 
inputs.

The focus of ASIC’s surveillance for 31 December 2014 financial 
reports includes impairment-testing and asset values. 

ASIC-sponsored $4.3 million impairment charge 
to goodwill
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The AASB made AASB 2015-1 ‘Amendments to Australian Accounting Standards – 
Annual Improvements to Australian Accounting Standards 2012-2014 Cycle’ reflect the 
IASB’s annual improvements process and editorial corrections.  AASB 2015-1 applies to 
annual-reporting periods beginning on or after 1 January 2016.

Amendments arising from the IASB’s annual improvements process relate to:

 n changes in methods of disposal

 n servicing contracts

 n applicability of the amendments to AASB 7 ‘Financial Instruments: Disclosures’ 
condensed interim financial statements

 n discount rate: regional market issue, and

 n disclosure of information ‘elsewhere in the interim financial report’. 

The IASB Basis for Conclusions accompanying amendments to AASB 134 ‘Interim 
Financial Reporting’ clarified the requirement that disclosures incorporated by cross-
reference should be made available on the same terms as the financial statements.  It 
means that users of financial statements should have access to the referenced material 
on the same basis as they have for accessing the financial statements from where the 
reference is made. 

AASB annual improvements apply from 1 January 
2016

ASIC has acted to restrict Perth-based Pluton Resources Limited (receivers and 
managers appointed) from issuing a reduced-content prospectus until 15 January 
2016.  The decision means that Pluton will not be able to rely on reduced-disclosure 
rules if it wants to raise funds from investors using a prospectus.

The decision follows concerns that Pluton failed to comply with its continuous-
disclosure obligations and various reporting requirements.  In particular, ASIC found 
that Pluton failed to lodge its annual financial report for 2014 by 30 September 2014 
and failed to report to its members (via an annual general meeting) by 31 October 
last year.

ASIC also found that between 28 January 2014 and 22 April 2014, Pluton failed to 
disclose the terms of a convertible-securities agreement with YA Global Masters SPV 
Ltd, entered into on or by 28 January 2014, until the release of an announcement 
to the market entitled ‘Prospectus for Entitlements Issue’ on 22 April last year.  The 
information was required to be disclosed under ASX Listing Rule 3.1.

ASIC will act against companies that fail to meet their reporting and disclosure 
obligations to ensure that all material information is made available for future 
fundraisings.

Section 713 of the Corporations Act allows a company, in certain circumstances, to 
issue securities using a reduced-content prospectus instead of a full prospectus.  
ASIC has the power to prevent a company from using the ruling if it breaches 
disclosure obligations or other reporting obligations designed to ensure material 
information is continually provided to investors.  

ASIC acts against Perth company for disclosure and 
reporting failures
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ASIC has banned Mr Warren Douglas 
Gelle, a Sydney insurance broker, from 
providing financial services for three 
years.  Mr Gelle was a responsible 
manager and director of WD Gelle 
Insurance & Finance Brokers Pty Ltd.
ASIC’s banning of Mr Gelle is a clear 
warning that oversight of compliance 
failures will result in removal from the 
financial-services industry.

In April 2014, ASIC cancelled the 
Australian Financial Services (AFS) 
Licence of WD Gelle after an 
investigation found that the company 
had failed to forward to insurers 
amounts received as client premiums.  
Shortfalls were also discovered 
between the amounts received from 
customers and the amounts that 
should have been held in trust by the 
company on their behalf.

Mr Gelle was banned after ASIC found 
that he had failed to monitor properly 

compliance of WD Gelle’s obligations 
as an AFS licensee, and this facilitated 
the company’s failure to maintain 
premium funding in trust pending 
payment to insurers.

As the responsible manager, Mr Gelle 
was accountable for ensuring WD Gelle 
complied with its duty as an insurance 
broker to pass on premiums to insurers 
and, more broadly, to comply with 
its obligations as a financial-services 
licensee. 

Under section 920A of the 
Corporations Act, ASIC may make 
a banning order against a person if 
the person is not of good fame or 
character, if ASIC has reason to believe 
that the person is likely to contravene 
a financial-services law or if the person 
has been involved in the contravention 
of a financial-services law by another 
person. 

Insurance broker banned for three years

New auditor reporting standards – coming here 
soon

A first group of key changes to auditor-reporting standards has been released by 
the International Auditing and Assurance Standards Board (IAASB).  The changes to 
audit-reporting standards have been described as a watershed event.

The most notable enhancement is a new requirement for auditors of listed entities’ 
financial statements to communicate ‘Key Audit Matters’ – things that the auditor 
views as most significant – and an explanation of how they were addressed.  The 
IAASB has also taken steps to increase auditors’ focus on going-concern matters, 
including disclosures in financial statements, and improve transparency in reports 
about the auditor’s work.

The IAASB’s new and revised standards will be adopted by the AUASB and 
modified only where compelling reasons exist, such as to accommodate Australian 
legislative requirements.  This first tranche of IAASB standards will be used to 
create Australian exposure drafts planned for issue in late April 2015 and will be 
followed by further changes subject to release by the IAASB.

The remaining changes in the pipeline are the revision of ISA 720 (auditor’s 
responsibilities for other information), the disclosures project, and consequential 
changes to the special-purpose reporting standards (ISA 800 series).  Progressive 
release by the IAASB is expected during 2015.

All changes to Australian Auditing Standards, once finalised, will be effective for 
financial reporting periods commencing on or after 1 January 2016. 

Nice to 
know



The new standard on assurance engagements ASAE 3150 
‘Assurance Engagements on Controls’ has been issued by 
the Auditing and Assurance Standards Board (AUASB).  It 
gives requirements, their application and other explanatory 
material for the acceptance, planning, conduct and reporting for 
assurance engagements on controls, other than those to which 
ASAE 3402 is applicable.  ASAE 3402 applies to assurance 
engagements on controls at a service organisation that are likely 
to be relevant to user entities’ internal control as it relates to 
financial reporting.

ASAE 3150 is operative for assurance engagements 
commencing on or after 1 January 2016, early adoption 
permitted.  The proposed standard replaces the existing 
standard, AUS 810 ‘Special Purpose Reports on the 
Effectiveness of Control Procedures’, last revised in 2002.

The requirements and application material ASAE 3150 provides 
are additional to those contained in ASAE 3000 ‘Engagements 
Other than Audits or Reviews of Historical Financial Information’.  
ASAE 3150 is therefore required to be applied in conjunction 
with ASAE 3000.

ASAE 3150 applies to both reasonable and limited assurance 
engagements, as well as both direct engagements, where the 
assurance practitioner evaluates the controls, and attestation 
engagements, where the responsible party, usually on behalf of 
the entity, evaluates the controls and makes a statement on the 
outcome of that evaluation.

ASAE 3150 requires the assurance practitioner to draw 
conclusions on the suitability of the design of controls to 

achieve identified control objectives for every engagement.  
In addition, the assurance practitioner may be engaged to 
conclude either at a specified date, on the fair presentation of 
the description of the system and/or implementation of controls 
as designed, or throughout the period, on the fair presentation 
of the description of the system and/or operating effectiveness 
of controls as designed.

The new assurance standard provides example engagement 
letters, representation letters and assurance reports, as well as 
an example of a responsible party’s statement on controls and 
an example of a system description.

Early adoption is permitted only in conjunction with the adoption 
of revised ASAE 3000 ‘Assurance Engagements Other than 
Audits or Reviews of Historical Financial Information’ issued in 
June 2014. 
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Australian Charities and Not-for-profits Commission round-up
It has been a busy month at the ACNC.  In summary, the commission:

 n published a Commissioner’s Interpretation Statement on the provision of housing by 
charities

 n made a decision to revoke the charity status of the Foundation of Public Safety 
Professionals

 n continued to ‘clean-up’ the national charity register by revoking the charity status of 392 
organisations that the regulator believed were no longer operating

 n reminded us again that the 2014 Annual Information Statement (AIS) was due on 31 
January 2015

 n reminded NFPs to take the ‘ACNC charity health check’ to assess how well charities were 
meeting their obligations, and

 n reminded charities to check whether their subtype was up-to-date on the charity portal.

In coming months, the ACNC will publish a notice of intention to revoke the charity status of 
hundreds of charities that have not lodged both their 2013 and 2014 AISs. 

Controls assurance – new auditing standard



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

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

The IAASB has released proposals to enhance auditor reporting on special purpose 
financial statements.  The exposure draft includes changes proposed to ISA 800 ‘Special 
Considerations – Audits of Financial Statements Prepared in Accordance with Special 
Purpose Frameworks’ and ISA 805 ‘Special Considerations – Audits of Single Financial 
Statements and Specific Elements, Accounts or Items of a Financial Statement’.

Reporting on special-purpose financial statements is linked to the recently issued new and 
revised auditor-reporting standards, in particular ISA 700 (Revised) ‘Forming an Opinion 
and Reporting on Financial Statements’ and the new ISA 701 ‘Communicating Key Audit 
Matters in the Independent Auditor’s Report’.  The IAASB has amended ISA 800 and ISA 
805 to provide guidance on how enhancements to an auditor’s report would apply in audits 
of special-purpose financial statements.  The amendments are limited to auditor reporting 
and are not intended to change greatly the underlying premise of engagements in 
accordance with extant ISAs.  Comments on the exposure draft are requested by 22 April.

It is expected that the AUASB will comment on these proposals in an Australian context.

Audit reports on special-purpose financial statements
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