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

Need to know:

 n ASIC focus for 31 December financial reports

 n Failing to lodge reports with ASIC

 n Directors using external advice and information – ASIC’s 
INFO183

 n Corporate insolvencies 2012–2013

 n Continuous disclosure breach

 n 2013 AIS deadline nears

 n MOGs enhanced disclosures – a reminder

 n AIS bulk lodgement easier

Nice to know:

 n Not-for-profit governance study

 n Hedge fund disclosure ASIC guidance

 n AASB October meeting highlights

 n AUASB October meeting highlights

 n Complaints to the ACNC and investigations

 n Improving corporate governance for NSW associations

 n Policyholder consolidation amendments

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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ASIC 

announced its areas of focus for 31 
December 2013 financial reports of listed 
entities and other significant economic 
entities. 

ASIC’s reviews will also include some 
half-year reports with particular emphasis 
on the impact of new accounting 
standards.

ASIC’s surveillance of 31 December 2013 
financial reports will particularly focus 
on public interest entities such as listed 
entities, disclosing entities, financial 
institutions and other entities of public 
interest with a large number and wide 
range of stakeholders considering as 
well,  factors such as the nature and size 
of the business and the number of its 
employees.

ASIC’s surveillance continues to focus on 
material disclosures of information useful 
to investors and other users of financial 
reports. ASIC does not pursue immaterial 
disclosures that may add unnecessary 
clutter to financial reports.

ASIC’s ten focus areas are:

Off-balance sheet arrangements 
and new standards: Accounting 
standards AASB 10 “Consolidated 
Financial Statements”, AASB 11 “Joint 
Arrangements”, AASB 12 “Disclosure of 
Interests in Other Entities” and AASB 
13 “Fair Value Measurement” apply for 
reporting periods beginning on or after 1 
January 2013 (i.e. half-years and full years 
ending 31 December 2013).

As AASB 10 can significantly change 
the identification of controlled entities, 
directors and auditors should carefully 
review the treatment of off-balance sheet 
arrangements under the new standards.  
AASB 11 can change the accounting for 
joint arrangements, AASB 12 includes 
disclosures on unconsolidated structured 
entities, and AASB 13 affects aspects 
of the determination of fair values of 
financial instruments and other assets.

Revenue recognition and expense 
deferral: Directors and auditors should 
review an entity’s revenue recognition 
policies to ensure that revenue is 
recognised in accordance with the 
substance of the underlying transactions.  

This includes ensuring that: services 
to which the revenue relates have 
been performed; control of relevant 
goods has passed to the buyer; where 
revenue relates to both the sale of goods 
and the provision of related services, 
revenue is appropriately allocated to the 
components and recognised accordingly; 
assets are properly classified as financial 
or non-financial assets; and revenue is 
recognised on financial instruments on 
the basis appropriate for the class of 
instrument.

Directors and auditors should ensure 
that expenses are only deferred where: 
there is an asset as defined in the 
accounting standards; it is probable 
that future economic benefits will arise; 
and the requirements of the intangibles 
accounting standard are met, including 
expensing start-up, training, relocation 
and research costs, as well as ensuring 
that any amounts deferred meet the 
requirements concerning reliable 
measurement.

To assist users of financial reports to 
understand the results of an entity, 
items of income and expense must be 
appropriately allocated between profit 
and other comprehensive income. 

Asset values and impairment testing:  
Directors and auditors should continue to 
focus on the recoverability of the carrying 

values of assets, including goodwill, 
other intangibles and property, plant and 
equipment.  

Directors and auditors should exercise 
professional scepticism and challenge 
the appropriateness of asset values and 
assumptions underlying impairment 
calculations, particularly in the context of 
current economic conditions and where 
prior period financial forecasts have not 
been met.

ASIC will continue to focus on entities 
with substantial assets held in emerging 
economies. Entities should also take into 
account any impact of the carbon tax 
when performing impairment testing of 
non-current assets.

Directors and auditors should also 
review the amortisation periods and 
methods applied for intangible assets, 
including amortising of intangible assets 
available for use even if they have not yet 
generated revenue.

Going concern: Directors need to be 
realistic with their assumptions about an 
entity’s future prospects, particularly in 
the current environment or where the 
entity has continuing losses. 

Where an entity is assessed to be a 
going concern, but significant uncertainty 
exists, the financial report must 
adequately disclose the uncertainty and 
why the directors consider the entity to 
be a going concern.  

Directors should continue to review their 
entity’s ability to refinance maturing 
debt and ongoing compliance with loan 
covenants.

Financial instrument values: Directors 
and auditors should focus on the 
valuation of financial instruments, 
particularly where the value relies on 
assumptions that are not based on 
quoted prices or observable market data. 
Regard should also be given to the new 
AASB 13 “Fair Value Measurement”.       
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know
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ASIC focus for 31 December 2013 financial reports 
(Continued)

Disclosure of the methods and significant 
assumptions used to value financial 
instruments is important to investors.  
Directors should also focus on the 
classification of assets and liabilities 
between current and non-current.

Tax accounting: Tax effect accounting 
can be complex and preparers of financial 
reports should ensure that: there is a 
proper understanding of both the tax 
and accounting treatments, and how 
differences between the two affect 
tax assets, liabilities and expenses; 
the impact of any recent changes in 
legislation are considered; and the 
recoverability of any deferred tax asset is 
appropriately reviewed.

Estimates and accounting policy 
judgements: Disclosures regarding 
sources of estimation uncertainty and 
significant judgements in applying 
accounting policies are important to 
allow users of the financial report to 
assess the reported financial position and 
performance of an entity. 

Directors and auditors should ensure 
disclosures are made and are specific 
to the assets, liabilities, income and 
expenses of the entity.

Related party disclosures: Directors and 
auditors should ensure that related party 

disclosures are made in accordance with 
accounting standards.  

This information can assist investors 
in understanding the impact of related 
party transactions on the entity’s financial 
performance and financial position, as 
well as the accountability of directors and 
management. 

This includes disclosing any relevant 
information on whether the transactions 
are on an arm’s length basis, and any 
terms and conditions.

Disclosure in the operating and 
financial review (OFR): Directors of 
listed entities should consider ASIC 
Regulatory Guide 247 “Effective 
disclosure in an operating and financial 
review” (March 2013). RG 247 was 
issued to assist directors of listed entities 
in providing useful and meaningful 
analysis and information in the OFR. 
The OFR forms part of the annual 
report and complements the financial 
report by providing information on the 
entity’s operations, financial position and 
business strategies and prospects for 
future financial years.

The OFR should provide underlying 
drivers of the financial performance and 
position of entities, including relevant 
analysis at a segment level. 

The OFR should also explain the business 
model and strategies of the entity, and 
how business strategies are expected to 
impact on future financial performance.

Non-IFRS financial information: 
Directors should continue to review their 
use of non-IFRS financial information 
against the guidance in Regulatory Guide 
RG 230 “Disclosing non-IFRS financial 
information”. 

Non-IFRS financial information should not 
appear in the financial statements, except 
that the management basis of accounting 
is used in segment disclosures.

To ensure non-IFRS financial information 
in other documents (e.g. market 
announcements, investor and analyst 
presentations, and related media 
releases) is not potentially misleading, 
it should not be given more prominence 
than corresponding IFRS measures. 

It should be presented on a consistent 
basis between reporting periods, 
and items of expense should not be 
described as ‘one-off’ or ‘non-recurring’ 
where they are inherent to the entity’s 
business or can be reasonably expected 
to recur.

Failing to lodge reports with ASIC
A West Australian mining company has 
been convicted in the Perth Magistrates 
Court of failing to lodge statutory reports, 
following an ASIC investigation. 

Black Earth Resources Ltd, a public 
company based in Malaga that mines 
landfill for organic resources, pleaded 
guilty to twelve charges of failing to:

 n Hold Annual General Meetings for the 
2008, 2009, 2010 and 2011 financial 
years; 

 n Provide annual reports to members for 

the 2008, 2009, 2010 and 2011 financial 
years and;

 n Lodge annual reports with ASIC for the 
2008, 2009, 2010 and 2011 financial 
years.

The company was fined $18,000.  

Under the Corporations Act 2001, public 
companies must hold annual general 
meetings at least once in each calendar 
year and within five months of its financial 
year end, provide members annual reports 
and lodge annual reports with ASIC. 
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Information Sheet 183 “Directors and 
financial reporting” (INFO183) was 
recently published by ASIC explaining 
the financial reporting responsibilities 
of directors. It covers: general duties; 
company’s duty to keep proper books 
and records; issues to be considered 
when preparing a financial report; financial 
literacy obligations; and the relationship 
with the auditor.

In relation to using external advice and 
information, the Information Sheet states:

“You are entitled to delegate to others 
the preparation of books and financial 
reports.  However, you are expected to 
take a diligent and intelligent interest 
in the information available to you, to 
understand that information, and apply an 
inquiring mind.

In making inquiries, you might request 
that management obtains professional 
accounting advice on whether treatments 
to be applied in the financial report 
comply with accounting standards 

and give a true and fair view. You must 
ensure that any such advice is provided 
by a suitably qualified accountant with 
an appropriate level of expertise and 
knowledge of the accounting standards, 
and that such advice is unbiased and 
objective. 

You should also read and focus on the 
content of any market announcements 
of results, presentations to investors or 
briefings to analysts.” 

Corporate insolvencies 2012–2013

Directors using external advice and information – 
ASIC’s INFO183

ASIC published an annual overview of 
corporate insolvencies based on statutory 
reports lodged by external administrators 
for the 2012–13 financial year. 

Report 372 “Insolvency statistics: 
External administrators’ reports (July 2012 
to June 2013)” provides insight around 
the 9,254 reports received. 

REP 372 includes information about the 
profile of companies placed into external 
administration including: industry types; 
employee numbers; causes of company 
failure; estimated number and value of 
a company’s unsecured creditor debts, 
and estimated dividends to unsecured 
creditors.

Highlights from the report include:

 n Small to medium size corporate 
insolvencies again dominated external 
administrators’ reports. Of note, 85% 
had assets of $100,000 or less, 81% 
had less than 20 employees and 43% 
had liabilities of $250,000 (or less);

 n 97% of creditors in this group received 
between 0–11 cents in the dollar, 
reflecting the asset/liability profile 
of small to medium size corporate 
insolvencies;

 n The percentage of reports by cause 
of failure was: 42% poor strategic 
management of business; 41% 
inadequate cash flow or high cash 
use; and 32% trading losses. These 
percentages were consistent of the 
three year period 2010-11 to 2012-13; 
and

 n The top three alleged possible 
misconduct by company officers were: 
insolvent trading, obligation to keep 
financial records, and lack of care 
and diligence towards directors’ and 
officers’ duties. These top three were 
unchanged over the period 2010-11 to 
2012-13.

External administrators’ reports provide 
ASIC with important intelligence and can 
alert ASIC to possible misconduct. 

ASIC asked external administrators to 
prepare 677 supplementary reports 
where external administrators alleged 
company officer misconduct. This 
accounted for 10% of the 6,761 reports 
that were lodged in the 2012–13 financial 
year.

Supplementary reports are typically 
detailed, free-format reports, which 
set out the results of the external 
administrator’s inquiries and the evidence 
they have to support any alleged offences. 

Generally, ASIC can determine whether to 
commence a formal investigation on the 
basis of a supplementary report. 

In both 2011–12 and 2012–13, after 
assessment, ASIC referred 29% and 
25% of these cases respectively for 
investigation or surveillance.

ASIC released its insolvency statistics 
for July and August 2013. For the first 
time ASIC’s monthly insolvency statistics 
reporting provides analysis by industry 
on companies entering into external 
administration.  

The top six industries are: construction; 
accommodation and food services; retail; 
manufacturing; transport and postal 
warehousing; other business and personal 
services. 
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Continuous disclosure breach

Central Asia Resources Limited (CVR) has 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 
several announcements made by CVR on the Australian Securities Exchange (ASX).

CVR made announcements on ASX between 10 August 2012 and 1 November 2012 indicating that it was producing approximately 
1,000 ounces of gold per month at Dalabai. By 24 December 2012, CVR was aware that its gold equivalent production figures at 
its Dalabai operations for the period August 2012 to October 2012 were: August 2012 - 515 oz (gold 476 oz and silver 2,175 oz); 
September 2012 - 284 oz (gold 264 oz and silver 1,064 oz); October 2012 - 160 oz (gold 149 oz and silver 595 oz). CVR informed ASX of 
its gold equivalent production figures on 30 April 2013.

ASIC alleged that, upon becoming aware of its gold equivalent production figures on 24 December 2012, CVR was required to inform 
ASX, and by failing to do so, CVR was in breach of s674(2) of the Corporations Act 2001. 

In just over two months since the first 
letters went out in late July, 3,000 
registered charities have submitted their 
2013 AIS to the Australian Charities and 
Not-for-profits Commission (ACNC).

The 2013 AIS marks the first time all  
58,000 Australian registered charities have 
been required to report to a single national 
regulator. 

The AIS asks registered charities twenty 
questions about what they did and who 
they helped in the community over the 
past 12 months. 

The information charities provide is then 
uploaded on to the ACNC Register for the 
public to use.

Those charities which operate on a 1 July 
to 30 June financial year need to complete 
an Annual Information Statement by 31 
December 2013. For charities using a 
calendar year for reporting purposes, the 
due date is 30 June 2014.

The ACNC is providing support for charities 
in meeting their obligations. The ACNC 
website has a range of guidance and 
information, including a new YouTube 

video which is a visual step-by-step guide 
to completing the Annual Information 
Statement.  

For guidance and support, charities can 
visit acnc.gov.au/2013AIS, call  
13 ACNC (13 2262) or email  
advice@acnc.gov.au. If charities have 
not yet received their user name and 
password, they need to contact ACNC.

In 2013, charities whether small medium 
or large, do not need to provide financial 
information to the ACNC. 

2013 AIS deadline nears

MOGs enhanced disclosures – a reminder
New listing rules to enhance disclosure of reserves and resources by ASX-listed mining and oil and gas exploration and production 
companies (‘MOGs’) come into effect on 1 December 2013. The new rules are underpinned by an updated Australasian Code for 
Reporting Exploration Results, Mineral Resources and Ore Reserves (JORC Code).  

Summary of the new ASX Listing Rules:

 n For mining companies – a requirement to report in accordance with the 2012 JORC Code and 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 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;

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

 n 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. 
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Not-for-profit governance study Nice to 
know

Hedge fund disclosure ASIC guidance
ASIC has refined the definition of a hedge fund to ensure ASIC’s disclosure requirements are appropriately targeted at those funds that 
pose more complex risks to investors.  

Class Order (CO 13/1128) Amendment of Class Order (CO 12/749) and an updated Regulatory Guide 240 “Hedge funds: Improving 
disclosure”, make changes to the characteristics that prompt a registered managed investment scheme to be classified as a hedge fund.  
ASIC’s disclosure requirements for hedge funds commence from 1 February 2014.

The changes will benefit the industry by relieving some lower-risk funds from the more extensive disclosure obligations imposed on a 
hedge fund under RG 240.  

This will also benefit investors by more clearly differentiating hedge funds from other types of managed investment schemes so that 
they can better understand and assess these products. 

 

The “Directors Social Impact Study” was 
released examining governance of the 
NFP sector and the contribution made 
by its directors. Conducted on behalf of 
Company Directors by researchers from 

the NFP Initiative at Curtin University, the 
study examines the current application 
of governance principles across the 
NFP sector compared to the for-profit 
sector, and provides further information 
on the challenges directors are facing. 
The study is now the largest of its kind in 
Australia and consisted of 2,132 directors 
responding to an online survey and over 
50 directors taking part in eight focus 
groups across Australia.

The main findings of the 2013 study 
include:

 n NFPs are seeking to reduce their 
reliance on government funding, with 
39% receiving more than half of their 
income from government;

 n Sports boards need to do more to 
improve their governance practices;

 n Four out of five NFP directors are 
unpaid;

 n There is no evidence to support the 
view that NFP governance is less 
effective than for-profit governance;

 n Reducing administration burden and 
harmonising regulation are seen as 
the top priorities for government to 
address; and

 n Directors of disability service entities 
are concerned that the long-term 
impacts of the National Disability 
Insurance Scheme (NDIS) have not 
been fully considered by governments 
and the community at large. 

 

AIS bulk lodgement easier

The ACNC released the 2013 Annual Information Statement (AIS) bulk lodgement form. 

The form, an Excel spread sheet, allows charities to submit multiple 2013 AIS in one go, without having to enter the same information 
repeatedly. 

The bulk lodgement form will be particularly useful for corporate trustees administering multiple trusts, or the denomination 
administration offices that look after a number of religious charities.  

The bulk lodgement form and guidance are available on the ACNC website, by calling 13 ACNC (13 22 62), or by emailing  
advice@acnc.gov.au. 
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Complaints to the ACNC and investigations

AASB October meeting highlights

Highlights from the October meeting of 
the Australian Accounting Standards Board 
(AASB) included:

 n Australian Implementation Guidance 
for NFP Entities: Considered sweep 
issues arising from review of the 
pre-ballot draft of the amending 
Standard that would add authoritative 
implementation guidance for NFP 
entities to both AASB 10 “Consolidated 
Financial Statements” and AASB 
12 ‘Disclosure of Interests in Other 
Entities”.  A revised ballot draft of the 
amending Standard will be voted on by 
the end of October;

 n Withdrawal of AASB 1031 
Materiality: Decided to proceed 
with the withdrawal of AASB 1031 
“Materiality”. A paper detailing various 
ways in which the withdrawal of 
AASB 1031 could be achieved will be 
considered at the December meeting;

 n Insurance: Considered the feedback 
received on AASB ED 244 “Insurance 
Contracts” (which incorporates IASB 
ED/2013/7);

 n Recently approved documents: 
Since the 4-5 September AASB 
meeting, the following were approved: 
AASB 2013-6 “Amendments to 

AASB 136 arising from Reduced 
Disclosure Requirements”; AASB 
2013-7 “Amendments to AASB 1038 
arising from AASB 10 in relation 
to Consolidation and Interests of 
Policyholders”; and Tier 2 Supplement 
to ED 242 “Leases”; and 

 n Next meeting (11-12 December) 
agenda: It is expected the AASB will 
deal with the following items: IASB 
Disclosure Initiative; IASB Conceptual 
Framework; Withdrawal of AASB 1031 
“Materiality”; Leases – Project update; 
and Financial Instruments – Project 
update. 

In the recently released ACNC Annual 
Report, in 2012–13 the ACNC received 
245 complaints or concerns about 
charities. 199 were resolved by the ACNC 
and 46 were in progress at 30 June 
2013. Of the 245 complaints or concerns 
received by the ACNC, 56 were escalated 
for investigation these related to:

 n 36% activities involving alleged 
fraudulent and/or criminal activity;

 n 27% activities not aligned to stated 
charitable purpose;

 n 11% governance issues;

 n 8% other;

 n 5% charity allegedly being operated for 
private benefit; and

 n 4% inadequate record keeping.

For context there were 57,672 registered 
charities as 30 June 2013 and 245 
complaints about charities were received 
from 2 December 2012 to 30 June 2013.

During 2012–13 the ACNC did not use 
enforcement powers under Part 4.2 of the 
ACNC Act. 

The ACNC served nine notices under 
section 70-5 of the ACNC Act to obtain 
information from a range of entities, 
including charities, banks and regulatory 
agencies; and exercised monitoring 
powers with consent on two occasions 
under section 75-15 of the ACNC Act. 

AUASB October meeting highlights
Highlights of the October meeting of the 
Auditing and Assurance Standards Board 
(AUASB) included:

 n Using the work of internal auditors 
and quality control for firms: 
Approved auditing standards ASA 610 
“Using the Work of Internal Auditors” 
and ASA 2013-2 “Amendments to 
Australian Auditing Standards” re 
ASQC 1 “Quality Control for Firms 
that Perform Audits and Reviews of 
Financial Reports and Other Financial 

Information and Other Assurance 
Engagements”;

 n Assurance engagements on 
controls: Considered a further draft 
of proposed Standard for Assurance 
Engagements on Controls and 
agreed that the proposed standard be 
reconsidered at the 24 February 2014 
meeting;

 n Prudential Requirements for RSEs:  
Considered a first draft of the revision 

on GS 002 “Prudential Requirements 
for RSEs” and will consider a final 
draft of GS 002 for approval at the 2 
December meeting; and

 n AFSL: Approved the project plan to 
update Guidance Statement GS 003 
“Audits and Review Requirements for 
Australian Financial Services of AFSL 
Licensees under the Corporations Act 
2001”. The revised Guidance Statement 
is expected to be finalised for release 
in April 2014. 



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
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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 NSW Department of Fair Trading released a discussion paper “Improving governance 
within incorporated associations” seeking comments on ways to improve the governance of 
associations incorporated under the NSW Associations Incorporation Act 2009.

The discussion paper explores a number of possible solutions for associations to strengthen 
governance requirements without introducing undue burden.

The Act provides small, non-profit and non-commercial organisations with a simple and low-
cost means of becoming a legal entity, and also establishes a registration scheme for these 
organisations. 

There are approximately 7,000 small associations such as sporting clubs, environmental 
groups, musical societies and cultural groups currently incorporated under the Act.

The NSW Government is concerned that some associations suffer through ineffective 
governance. It is important for a sustainable and healthy not-for-profit sector that 
incorporated associations have the confidence of their members and communities. Strong 
governance within associations is crucial to ensuring trust and accountability.

The options for improved governance canvassed are: independent returning officer; public 
warnings; dispute mediation; mandatory practice directions; banning powers; enforce 
rules in the local court; oppressive conduct remedy; disclosure of interests; cancellation of 
registration; and misleading or deceptive conduct.

The discussion paper is the first stage in a more comprehensive review of the operation of 
this Act planned for 2014. 

Improving corporate governance for NSW 
associations 

Policyholder consolidation 
amendments
The AASB released Australian Accounting Standard AASB 2013-7 “Amendments to AASB 
1038 arising from AASB 10” in relation to consolidation and interests of policyholders on 14 
October 2013.  

AASB 2013-7 applies to annual reporting periods beginning on or after 1 January 2014.  

Early application is permitted for annual reporting periods beginning on or after 1 January 
2005 but before 1 January 2014. 

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

www.tnr.com.au

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


