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

Need to know:

 n Change in Control of an AFS Licensee ASIC 
Reminder

 n Crowd Funding ASIC Guidance

 n Two AUASB Bulletins – Uncertain Economic 
Times and Professional Scepticism

 n ACNC Legislation Introduced

 n Audit Committees: A Guide to Good Practice

 n ASIC’s Hybrids Warning “Don’t be dazzled, be 
wary of the risks”

 n Charity Registration with ACNC

 n Audit Transparency Reports Regulations Issued

Nice to know:

 n Twelve New Compiled Versions of Standards from 
1 July 2012

 n Proposed Withdrawal of Substantive Enactment 
of Major Tax Bills

 n Final Tranche of Director Liability Reform

 n FOFA Reforms ASIC Consultations Papers

Continued page 2

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. 



Need to 
know

Directors should ensure compliance 
with the disclosure requirements for 
the financial report under accounting 
standards and for the directors’ 
report under the Corporations Act 
2001.
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Nice to know (Continued):

 n Tax Laws Amendment (Investment 
Manager Regime)

 n RDR for 30 June 2012

 n Fined $127,000 for Failing to Lodge 
Reports

 n SA Public Company Failure to 
Lodge Reports

 n Company Loss Carry–Back ED 
Legislation and Explanatory 
Material

 n ‘Clean Building’ Managed 
Investment Trusts – Draft 
Legislation

 n Valuation of Trade Related Property

 n Post-implementation Review of 
Segments

 n Going concern amendment

 n Business Tax Reform – Discussion 
Paper

ASIC has reminded AFS 
licensees of the need to 
notify the Commission 
where there is a change 
of control.  An AFS licence 
is subject to conditions 
prescribed by regulations in 
addition to the conditions 
imposed on the AFS licence 
certificate (s914A(8) of the 
Corporations Act 2001).  

One of these conditions 
is that an AFS licensee 
which becomes aware of 
any change in control of the 
financial services licensee 
must notify us (reg 7.6.04(1)
(i) of the Corporations 
Regulations 2001.  An AFS 
licensee must notify ASIC 
of the particulars of the 
change in control not later 
than 10 business days after 
the change.

A change in control includes 
a transaction, or a series of 
transactions in a 12 month 
period, that results in a 
person having control of the 
financial services licensee 
(either alone or together 
with associates of the 
person) (reg 7.6.04(2)(a) of 
the Regulations).  

Control means: 

 n If the financial services 
licensee is a body 
corporate: having the 
capacity to cast, or 
control the casting of, 
more than one-half of 
the maximum number 
of votes that might be 
cast at a general meeting 
of the financial services 
licensee, or directly or 
indirectly holding more 
than one half of the 
issued share capital of 
the financial services 

licensee (not including 
any part of the issued 
share capital that carries 
no right to participate 
beyond a specified 
amount in a distribution 
of either profits or 
capital); 

 n The capacity to control 
the composition of 
the financial services 
licensee’s board or 
governing body; or 

 n The capacity to 
determine the outcome 
of decisions about the 
licensee’s financial and 
operating policies.  In 
determining whether a 
person has the capacity 
to determine the 
outcome of decisions 
about a financial services 
licensee’s financial and 
operating policies, the 
following matters are 
taken into account: the 
practical influence the 
person can exert (rather 
than the rights it can 
enforce); any practice 
or pattern of behaviour 
affecting the financial 
services licensee’s 
financial or operating 
policies is to be taken 
into account (whether or 
not it involves a breach 
of an agreement or a 
breach of trust). 

To notify ASIC of a change 
in control, an AFS licensee 
must send a letter clearly 
stating: 

 n The name and number of 
the AFS licensee;

 n The effective date of the 
change of control;

 n The capacity of the 
person lodging the 
notification of the change 
in control (director and / 
or secretary of the AFS 
licensee);

 n The identity of the 
person who acquired 
control of or who has the 
capacity to control the 
AFS licensee;

 n If the AFS licensee is a 
body corporate, details 
of the person: having 
the capacity to cast, or 
control the casting of, 
more than one-half of 
the maximum number of 
votes that might be cast 
at the general meeting 
of the AFS licensee, 
or directly or indirectly 
holding more than 
one half of the issued 
share capital of the AFS 
licensee (not including 
any part of the issued 
share capital that carries 
no right to participate 
beyond a specified 
amount in a distribution 
of either profits or 
capital);

 n Details of the effects of 
the change in control on 
the capacity to control 
the composition of the 
board or governing body 
of the AFS licensee; and

 n Details of the effects of 
the change in control 
on the capacity to 
determine the outcome 
of the financial and 
operating policies of the 
AFS licensee.

Change in Control of an AFS Licensee ASIC 
Reminder

A change in control 
includes a transaction, or 
a series of transactions in 
a 12 month period, that 
results in a person having 
control of the financial 
services licensee (either 
alone or together with 
associates of the person).
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Directors should ensure compliance 
with the disclosure requirements for 
the financial report under accounting 
standards and for the directors’ 
report under the Corporations Act 
2001.

ASIC issued guidance to promoters of 
‘crowd funding’ to clarify arrangements 
which may be regulated by ASIC under the 
Corporations Act 2001 and Australian 
Securities and Investments Commission 
Act 2001. ASIC has also highlighted some 
risks for operators of crowd funding 
websites and people considering 
participating in crowd funding projects. 
‘Crowd funding’ involves the use of the 
internet and social media to raise funds in 
support of a specific project or business 
idea.  Project sponsors or pledgers 
typically receive some reward in return for 
their funds.  In some cases, the reward 
expected may be of minor value and is 
merely incidental rather than the purpose 
of the contribution. 

Crowd funding, as a discrete activity, 

is not prohibited in Australia nor is it 
generally regulated by ASIC.  

Depending on the particular crowd funding 
arrangement, ASIC’s view is that some 
types of crowd funding could involve 
offering or advertising a financial product, 
providing a financial service or fundraising 
through securities requiring a complying 
disclosure document.  These activities are 
regulated by ASIC under the Corporations 
Act and ASIC Act and may impose legal 
obligations on operators of crowd funding 
sites and on people using those sites to 
raise funds.

Along with other factors, depending 
on the type of ‘reward’ offered by the 
project creator to those giving funding, 
crowd funding could involve a managed 
investment scheme under Chapter 
5C of the Corporations Act, provision 
of a financial services requiring an 
Australian financial services (AFS) licence 
or a fundraising under Chapter 6D of 
the Corporations Act.  There are also 
advertising and publicity restrictions that 
apply to advertising and publicising an 
offer of financial products or securities, in 
certain circumstances.

ASIC has written to a number of 
Australian-based operators of crowd 
funding websites outlining its views on 
crowd funding and the circumstances that 
may impose legal obligations.  In addition, 
as a result of its current monitoring of 
crowd funding, ASIC has identified some 

risks in crowd funding that website 
operators can help manage. These include: 

 n A risk of fraud being carried out through 
crowd funding websites.  Website 
operators can help manage this risk 
by doing background and credentials 
checks on project creators to help 
minimise the opportunity for fraud;

 n A risk that funded projects are not 
completed and the project sponsors 
do not receive the rewards promised.  
As well as background and credentials 
checks, the website operators can 
manage this risk by assessing the 
viability of the project before it is 
posted on their website, requiring 
the project creator to provide more 
information on how and when they 
complete the project and consider 
requiring the project creator to report 
periodically through the website on 
their progress in implementing the 
project; and

 n A risk that the money collected is lost 
due to the fraud or bankruptcy of the 
website operator before the money is 
passed on to the project creator.  The 
website operator can manage this risk 
by holding all crowd funding money in 
a trust account separate from its own 
assets, avoiding excessive holding 
periods and implementing appropriate 
internal controls to ensure withdrawals 
are appropriate. 

Crowd Funding ASIC Guidance

Two AUASB Bulletins – Uncertain Economic Times 
and Professional Scepticism
The AUASB issued AUASB Bulletin ‘Auditing Considerations in a Prolonged Uncertain Economic Environment which is an update to the 
April 2009 issued AUASB Bulletin ‘Auditing Considerations in an Uncertain Economic Environment’.  It reminds auditors to remain alert 
to issues associated with prolonged economic uncertainty that may individually, or in combination, impact on the audit approach.

The AUASB also released a new AUASB Bulletin ‘Professional Scepticism in an Audit of a Financial Report’ that is presented in Q&A 
form and seeks to encourage auditors to bring professional scepticism to front-of-mind in the conduct of their audits.  The Bulletin will 
also provide a useful indicator for audit clients, board audit committees and regulators in their efforts to understand and question the 
application of professional scepticism by auditors.
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ACNC Legislation Introduced

The Federal Government introduced into 
the House of Representatives legislation 
to establish the Australian Charities and 
Not-for-profits Commission (ACNC).  The 
Australian Taxation Office is currently the 
de facto Commonwealth regulator of 
charities, with the dual roles of 
determining an entity’s charitable status 
and enforcing the taxation laws.  The 
ACNC will serve as an independent 
national regulator, with a greater focus on 
the particular needs of the NFP sector.  

It will determine an entity’s charitable 
status and provide information to the 
public about the NFP sector and the 
work that it does.  There are 178 pieces 
of Federal, State and Territory legislation 
and 19 separate agencies determining 
charitable purpose!

The Bill incorporates changes made in 
accordance with the recommendations in 
the House of Representatives Standing 
Committee on Economics report into 
the draft ACNC legislation. The report 
made a number of constructive and 
useful recommendations which the 
Government has adopted and which have 
been included in the final version of the 
legislation.  These included:

 n Adding a new clause to the Objects 
in the legislation to make clear that 
the ACNC’s role includes promoting a 
reduction in the regulatory burden on 
the NFP sector;

 n Additional procedural fairness 
requirements where the ACNC 
Commissioner exercises particular 
powers under the legislation;

 n Adding a statutory review provision to 
provide for a review of the legislation 
after it has been in operation for 5 
years;

 n A new power to make regulations to 
protect the privacy of private donors 
such as those who maintain a private 
ancillary fund; and

 n A substantial redrafting of provisions 
relating to directors’ liability, clarifying 
that a director of an incorporated charity 
will only be liable under the Act where 
there is a deliberate act or omission 
of the director involving dishonesty, 

gross negligence or recklessness.  No 
criminal offences will now apply to 
directors of an incorporated charity, 
as the one criminal offence relating 
to directors included in the exposure 
draft of the Bill has been removed.  This 
will provide additional assurances and 
protections for volunteer directors.

The Government also introduced the Tax 
Laws Amendment (Special Conditions 
for Not-for-profit Concessions) Bill 2012.  
This Bill re-states the ‘in Australia’ special 
conditions for income tax exempt entities, 
and codifies the ‘in Australia’ special 
conditions for deductible gift recipients.

The Senate referred the three Bills for 
inquiry and report.  

The bills have been referred by the House 
of Representatives to the Parliamentary 
Joint Committee on Corporations and 
Financial services, and the Senate 
Standing Committees on Community 
Affairs.  

Both inquiries provide stakeholders with 
the opportunity to comment on the three 
bills by 30 August 2012.  

The House of Representatives Standing 
Committee recently tabled its report into 
the draft legislation for the ACNC bill and 
the Consequential and Transitional bill.  

The Federal Government has stated that 
it has adopted the 11 recommendations 
made by the House Committee.

Audit Committees: A Guide to Good Practice
With watershed cases such as Centro 
adding greater complexity to directors’ 
duties and regulatory compliance, the 
Australian Institute of Company Directors 
(Company Directors), Institute of Internal 
Auditors - Australia (IIA-Australia) and 
Auditing and Assurance Standards Board 
(AUASB) have published the second 
edition of ‘Audit Committees: A guide to 

good practice’ to provide boards and audit 
committees with essential guidance for 
financial reporting, corporate governance, 
risk management and internal control.

The Guide provides a practical introduction 
to the role and responsibilities of an audit 
committee, outlining ‘good practice’ and 
how the audit committee can effectively 
serve the board, including communicating 

effectively with internal auditors and 
external auditors.  

This second edition of the guide 
reflects the significant regulatory and 
legal developments in audit committee 
practice, legislation and guidance from 
regulatory bodies and in leading global 
board practices since the first edition was 
published in 2008.
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ASIC’s Hybrids Warning “Don’t be dazzled, be wary 
of the risks”

ASIC reiterated its advice to consumers to 
be aware of the risks and complexities of 
hybrid securities following a number of 
offers to have hit the market recently.  

Hybrid securities are one way for 
companies to borrow money from 
investors, while paying interest in return.  
They blend some of the features of debt 
and equity (shares), and can often be 
traded on a secondary market such as 
the ASX. However, hybrid securities have 
higher risks than most types of corporate 
bonds.  While the conditions, timeframe, 
risks and interest rates (coupons) of each 
hybrid offer differ, some recent offers have 
particularly complex features and risks.

Consumers to be wary of these 
complex products, which can be issued 
as subordinated notes or convertible 
preference shares.  Hybrids need to be 
closely reviewed.  Consumers should think 
hard about whether hybrids are suitable 
for them, and read and understand the 
prospectus.  

If they are still in doubt, they should get 

unbiased financial advice.

There have been some cases where 
hybrids had not been paid back when 
investors expected because the company 
had a choice about when to redeem those 
investments.  Other risks include:

 n Some hybrids have investment terms 
lasting several decades if they are not 
redeemed earlier;

 n The price of hybrids can drop below 
what originally paid; and

 n Despite the advertised high interest 
rates, some companies will stop 
paying interest if their financial position 
deteriorates. 

 n Hybrids are generally subordinated.

Charity Registration with ACNC
As the start date for ACNC draws near, 
there has been clarification over the 
registration process for charities:

 n Existing charities receiving tax 
concessions:  Need not to do anything 
to register with the ACNC.  The 50,000 
charities that already receive charity 
tax concessions from the ATO will 
be automatically registered with the 
ACNC.  This applies to any successful 
applications made to the ATO for 
charity tax concessions prior to the 
ACNC’s proposed 1 October start date;

 n Existing charities currently not 
receiving tax concessions:  There are 
some existing charities which do not 
receive charity tax concessions from 
the ATO.  Registration is voluntary; 
charities should weigh up the benefits 
and costs of registration;

 n New charities:  If a new charity which 
not wish to seek tax concessions from 

the ATO, there is no need to register 
with the ACNC.  If a new charity which 
is intending to seek tax concessions 
from the ATO it must register with the 
ACNC;

 n Not-for-profits which are not 
charities:  If a not-for-profit that is not 
a charity, no need to register with the 
ACNC; and

 n Fundraising:  At this stage, the ACNC 
does not have a role in the registration 
of fundraising. Registering fundraisers 
is largely the function of state and 
territory government regulators.  There 
is discussion occurring at the Not-for-
profit Reform Working Group of the 
Council of Australian Governments 
on fundraising in all Australian 
jurisdictions.  If currently registered as 
a fundraiser with another government 
regulator and would also like to 
register as a charity apply separately 

to the ACNC for this registration.  The 
application will be treated as a new 
charity seeking registration with the 
ACNC, and will not be automatically 
registered.
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Twelve New Compiled Versions of Standards 
from 1 July 2012

The AASB has compiled versions of 12 
Standards that apply to annual reporting 
periods beginning on or after 1 July 2012.  
There are new versions of the following 
Standards:

 n AASB 1 ‘First-time Adoption of 
Australian Accounting Standards’;

 n AASB 5 ‘Non-current Assets Held for 
Sale and Discontinued Operations’;

 n AASB 7 ‘Financial Instruments: 
Disclosures’;

 n AASB 101 ‘Presentation of Financial 
Statements’;

 n AASB 112 ‘Income Taxes’;

 n AASB 120 ‘Accounting for Government 
Grants and Disclosure of Government 
Assistance’;

 n AASB 121 ‘The Effects of Changes in 
Foreign Exchange Rates’;

 n AASB 132 ‘Financial Instruments: 
Presentation’;

 n AASB 133 ‘Earnings per Share’;

 n AASB 134 ‘Interim Financial Reporting’

 n AASB 1039 ‘Concise Financial Reports’; 
and

 n AASB 1049 ‘Whole of Government and 
General Government Sector Financial 
Reporting’.

The compiled versions incorporate the 
amendments made by the following 
Standards: AASB 2011-3 ‘Amendments 
to Australian Accounting Standards – 
Orderly Adoption of Changes to the ABS 
GFS Manual and Related Amendments’; 
AASB 2011-9 ‘Amendments to Australian 
Accounting Standards – Presentation 
of Items of Other Comprehensive 
Income’; and AASB 2011-13 ‘Amendments 
to Australian Accounting Standard – 
Improvements to AASB 1049’.

Nice to 
know

Audit Transparency Reports Regulations Issued

The Corporations Amendment Regulation 
2012 (No. 5) was issued that addresses 
the content of annual transparency report.  
The Regulation specifies that an annual 
transparency report must contain:

 n Information about the auditor’s legal 
structure and ownership;

 n Where the auditor belongs to a 
network, information about the 
network and the legal and structural 
arrangements in the network;

 n Information about the auditor’s 
governance structure;

 n Information about the internal quality 
control system of the auditor;

 n Details of when the last reviews of the 
auditor conducted by an authorised 
body took place;

 n The names of entities of audited;

 n Information about the auditor’s 

independence practices;

 n The auditor’s continuing professional 
development policy;

 n Financial information for the auditor 
regarding their audit and non-audit 
revenue; and

 n Information regarding the basis of 
remuneration of an auditor’s partners or 
directors.

Proposed Withdrawal of Substantive Enactment of 
Major Tax Bills
The AASB issued Exposure Draft ED 226 Withdrawal of Australian Interpretation 1039 ‘Substantive Enactment of Major Tax Bills in 
Australia’.  Comments requested by 19 November.
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Final Tranche of Director Liability Reform

The Parliamentary Secretary to the 
Treasurer, the Hon Bernie Ripoll MP, 
released the third and final tranche of the 
Commonwealth’s Personal Liability for 
Corporate Fault Reform Bill 2012 for public 
comment.  The release follows circulation 
of the first tranche of the Bill for exposure 
on 27 January 2012, and the second 
tranche on 1 June 2012, which considered 

Treasury-portfolio non-tax legislation and 
the remaining Commonwealth non-tax 
legislation respectively.  This third tranche 
consists of amendments to 
Commonwealth tax legislation.

On 29 November 2009, the Council of 
Australian Governments (COAG) agreed 
to progress the reforms contained in 
the National Partnership Agreement to 
deliver a Seamless National Economy 
(SNENP).  One of the 27 deregulation 
priorities involves reform to directors’ 
liability for corporate fault.  The project 
aims to harmonise the imposition of 
personal criminal liability for corporate fault 
across Australian jurisdictions.  This project 
came about because of growing concern 
over a trend in regulatory legislation 
across Australia to hold company officers 
criminally liable when their company 
breaches a statutory requirement 
(derivative liability). 

All Commonwealth legislation has now 
been assessed against the reform 
objectives and principles agreed to by 

COAG and the changes identified in the 
three tranches of the draft Bill will bring 
Commonwealth legislation in line with 
these principles.  The reforms released for 
comment will amend several provisions 
which apply personal criminal liability for 
corporate fault in Commonwealth taxation 
legislation.  The final Bill will represent the 
Commonwealth’s implementation of the 
COAG directors’ liability reform project, 
which was one of 27 reforms under the 
National Partnership Agreement to Deliver 
a Seamless National Economy. 

The Government is committed to 
introducing the final form of the Bill into 
Parliament before the end of the year, 
in line with the COAG milestone.  The 
final (consolidated) Bill will comprise all 
proposed amendments to Commonwealth 
legislation, incorporating the proposed 
amendments from all three exposure 
draft tranches.  Submissions close on 3 
September for the third tranche of the 
Personal Liability for Corporate Fault 
Reform Bill 2012.

ASIC released consultation papers containing proposed guidance for two aspects of the Future of Financial Advice (FOFA) reforms; 
best interests duty (Consultation Paper 182 Future of financial advice: ‘Best interests duty and related obligations – Update to RG 175’) 
and scaled advice (Consultation Paper 183 ‘Giving information, general advice and scaled advice’).

The best interests duty obligations commence on 1 July 2013.  

Advice providers can choose to follow the requirements earlier.  If they do so, they must register with ASIC. Update to Regulatory 
Guide 175 ‘Licensing: Financial product advisers—conduct and disclosure’ on the best interests duty covers: acting in the best 
interests of the client; satisfying the ‘safe harbour’ for the best interests duty – including providing guidance on each element of the 
safe harbour; providing appropriate personal advice; and prioritising the interests of the client.

ASIC’s proposed guidance on scaled advice will apply to all industry sectors, including super, financial planners, and banks and 
insurers, and includes practical guidance and examples about giving scaled personal advice, as well as practical examples about giving 
factual information and general advice to clients.  

ASIC’s proposed guidance in this area indicates:

 n All advice is scaled to some extent – advice is either less complex or more complex along a continuous spectrum (i.e. there are not 
two categories of advice ‘scaled’ and ‘holistic’);

 n In general, the same rules, including the best interests duty, apply to all personal advice, regardless of the scope; and

 n It is possible to provide less complex advice in a way that is consistent with the best interests’ duty and the law generally.

FOFA Reforms ASIC Consultations Papers
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The AASB issued the Reduced Disclosure Requirements 
(RDR) versions of Standards and Interpretations that apply to 
the 2011/12 financial year.  Look for the shading, to see which 
disclosures have been removed for early adopters of RDR.  

To assist entities that wish to early adopt the RDR, compiled 
Standards and Interpretations that include the RDR disclosure 
exemptions will be prepared annually for financial years ending 
30 June.  

This will ensure that most entities that adopt the RDR before 
the mandatory application date, 1 July 2013, are able to apply 
the RDR easily by using versions of pronouncements that clearly 
show the applicable requirements for the year.  There are 25 
new versions of RDR compiled Standards and Interpretations for 
2011/12.

RDR for 30 June 2012

Tax Laws Amendment (Investment Manager Regime)

Australia’s financial services industry will 
benefit from the Tax Laws Amendment 
(Investment Manager Regime) Bill 2012 
was passed by Parliament.  

The Investment Manager Regime removes 
the tax uncertainty that has been a barrier 
to the use of Australian fund managers by 
international investors.  

It is the signature recommendation of 
the Johnson report commissioned by the 
Government to look at reforms that would 
enable the financial services sector to 

take full advantage of opportunities in the 
region.

This legislation constitutes the first two 
elements of the Investment Manager 
Regime (IMR), which are designed to:

 n Address the impact of the application 
of US accounting rules - widely referred 
to as ‘FIN 48’- on managed funds 
which invested in or through Australia 
in the 2010-11 and earlier income years;

 n Exclude from Australian tax, for 2010-11 

and later income years, certain income 
of widely held foreign funds that is 
taxable only because the fund uses an 
Australian based agent, manager or 
service provider; and

 n Remove uncertainty as to the tax 
treatment of ‘conduit income’ of 
managed funds as recommended by 
the Henry review.

Fined $127,000 for Failing to Lodge Reports
Eight Western Australian public companies 
have been fined a collective total 
$127,000 for failing to lodge required 
documents with ASIC.  The companies 
are all subsidiaries of the Barrick Gold 
Corporation of Canada.  

An ASIC investigation found that each 
company had failed to lodge one or more 
of a number of important documents, 
such as financial reports, director’s 
reports, auditor’s reports or a concise 

report for the relevant period for each 
of the companies, in breach of the 
Corporations Act 2001.  The companies 
each pleaded guilty to the various offences 
with which each had been charged, being 
a total of 15 offences which were laid by 
ASIC.  

The companies were each convicted of 
their various offences on 27 August in the 
Perth Magistrates’ Court.

Commissioner Greg Tanzer said “This 
matter demonstrates the ongoing focus 
ASIC has on companies that fail to uphold 
their reporting responsibilities which 
severely compromises the transparency 
around a company and limits shareholders’ 
ability to make informed decisions.  These 
obligations are important and ASIC will 
not hesitate to pursue companies who 
disregard them.”

SA Public Company Failure to Lodge Reports
A South Australian public company has been convicted on nine charges following an ASIC investigation.  Enviro Systems Renewable 
Resources Ltd, involved in the sale and distribution of sustainable firewood, pleaded guilty to failing to lodge its annual financial reports 
with ASIC and not reporting to its members.  The charges relate to the company’s failure to: lodge financial reports for the 2006-2010 
financial years, and report to members by providing them with the auditor’s report for the 2006-2009 financial years.  The company 
was convicted and fined a total of $7,000.
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Company Loss Carry–Back ED Legislation and 
Explanatory Material

The Assistant Treasurer David Bradbury 
and Minister for Small Business Brendan 
O’Connor released for consultation 
exposure draft legislation and explanatory 
material to introduce company loss 
carry-back into the business tax system.  

As part of loss carry-back, from 1 July 
2012, companies will be able to carry back 
up to $1 million worth of losses to get a 
refund of tax paid in the previous year.  

From 1 July 2013, companies will be able 
to carry back up to $1 million worth of 
losses against tax paid up to two years 
earlier.  

The exposure draft legislation released 
includes a minor amendment to the 
definition of ‘tax benefit’ in the general 
anti-avoidance rule known as Part IVA so 
it can apply to loss carry-back in the same 
way as it can for all other deductions.  

It also includes integrity rules that mirror 
the rules used for the carrying forward 
of losses to set out how the rules are 
proposed to work for loss carry-back.

‘Clean Building’ Managed Investment Trusts – Draft 
Legislation
The Government released consultation exposure draft legislation and explanatory memorandum for “Clean Building Managed 
Investment Trusts”.  

From 1 July 2012, managed investment trusts that only hold newly constructed energy efficient commercial buildings will be eligible 
for a 10 per cent withholding tax rate.  The concession will be available in relation to office buildings that have obtained a 5-Star 
Green Star rating or a predicted 5.5 star National Australian Built Environment Rating System rating, and retail centres and hotel 
accommodation that meet equivalent standards.  The eligibility criteria will be reviewed after three years to ensure that qualifying 
projects produce above average level of energy efficiency.  The new regime will apply where construction of the building commences 
on or after 1 July 2012.

Valuation of Trade Related Property
The International Valuation Standards 
Council (IVSC) is undertaking an 
examination of the methods used for 
valuing hotels and other leisure properties, 
following concern about the different 
practices being used around the world.  In 
recent years the hotel sector has evolved 
considerably, particularly in the way 
ownerships are held and financed, and the 
need for consistent and reliable valuation 
has become ever more important. 

An IVSC Discussion Paper ‘The Valuation 
of Trade Related Property’ on the subject 
highlights the main issues identified 

by the Standards Board and invites 
responses and comments from valuation 
professionals, hotel operators, lenders, 
investor groups and any others involved 
in the sector who may need to rely on 
valuations.  Although hotels represent 
one of the most significant asset classes 
covered by the project, the IVSC study 
extends to other “trade related” property 
affected by similar valuation challenges, 
for example, bars, restaurants, other 
properties in the leisure sector and 
specialised health care facilities.

The IVSC had previously issued a 

Guidance Note, GN 12 ‘The Valuation of 
Trade Related Property’ and had issued 
an exposure draft which proposed to 
update and reissue the guidance as part 
of its revamped valuation standards.  The 
IVSC decided not to finalise the valuation 
standard on this topic because there were 
questions whether sufficient guidance 
on trade related property was already 
included in other valuation standards, a 
perceived confusion of a real property 
interest with a business, and the need to 
consider the need for specific valuation 
guidance of this type.



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.

Post-implementation Review of 
Segments

The IASB has begun the review of IFRS 
8 ‘Operating Segments’ by release of a 
Request for Information (RFI) on the effect 
of implementing the standard.  The review 
seeks feedback on whether the standard 
is functioning as intended, as well as more 
practical information on the challenges and 
costs associated with implementing the 
standard.  The post-implementation reviews 
allow the IASB to make sure that major new 
standards are working as intended.  

The IASB wants to make sure that the 
standard is being implemented on a 
consistent basis and to understand any 
unintended consequences arising from its 
introduction.  The Request for Information is 
open for comment until 16 November.  

AASB issued ITC 27 Request for Comment 
on ‘IASB Request for Information on Post-
implementation Review: IFRS 8 Operating 
Segments’ for comment by 11 October.

Business Tax Reform – Discussion 
Paper
The Business Tax Working Group released a 64 page discussion paper ‘Business Tax Working 
Group Discussion Paper’ that canvasses a number of possible ways in which a cut to the 
company tax rate could be funded from within the business tax system.  The Working Group 
invites written submissions by close of businesses on 21 September.  The Working Group 
plans to release a draft of its final report to the Treasurer in late October. That report will 
provide a summary of the key themes from consultation on the discussion paper.  

The Working Group’s final report to the Treasurer is due in December.

Going Concern Amendment
The AUASB issued a new Auditing Standard ASA 2012-1 ‘Amendments to ASA 570 Going 
Concern’ operative for financial reporting periods commencing on or after 1 July 2012.  
The amendments change existing guidance contained in the diagram [Aus] Appendix 1 
‘Linking Going Concern Considerations and Types of Audit Opinions’ to ASA 570 ‘Going 
Concern’.  The amendments improve the diagram’s clarity through changes to the nature, 
position, cross referencing and wording of some of the text boxes used to describe the 
auditor’s going concern considerations so that they more closely align to existing ASA 570 
requirements and related guidance.  The amendments do not change existing requirements, 
or add any new requirements. 

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
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