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Attachment:  CPA Australia submission to the AASB (re AASB 
specific questions) 
 
A:  QUESTIONS RELEVANT TO ALL ENTITIES 
 
1. Do you agree that stewardship (or accountability) should not be identified as 

a separate objective of financial reporting?  If not, which information 
additional to that provided to meet the Discussion Paper's (DP's) proposed 
objective of financial reporting would be necessary to meet a stewardship (or 
accountability) objective?  (See paragraphs OB27 and OB28 of Chapter 1, 
paragraphs BC1.32-BC1.41 of the Basis for Conclusions on Chapter 1, and 
the Alternative View on Chapter 1, and report of monitoring group on 
implications for not-for-profit entities, paragraphs 1.5 – 1.13) 

 
CPA Australia disagrees with the proposal in the DP to subsume 
stewardship within a decision usefulness objective.  We support the 
identification of stewardship as a separate objective of financial reporting.  
We agree with the alternative view put in paragraph AV1.3 that 
“Stewardship is concerned with the accountability of the directors, or 
management board, of a business entity to its proprietors or owners.” and 
consider that this concept of stewardship extends to not-for-profit sector 
entities.  We understand the decision usefulness objective to be framed 
around resource allocation decisions – whether to buy, sell, or hold the 
entity’s securities or whether to lend money to the entity.  We acknowledge 
that information relevant to predicting future cash flows is relevant to the 
stewardship objective.  However, we do not think that such information 
comprises the complete set of information required to satisfy the stewardship 
objective – and in the case of not-for-profit entities is most unlikely to 
comprise the primary set of information required.  Further, we are concerned 
that by subsuming stewardship within a decision usefulness objective some 
information that would be not be reported under the decision usefulness 
objective for reasons of materiality may well be of significant importance 
from a stewardship objective.   

 
2. Do you agree that the objective of financial reporting should identify a 

primary group of users of financial reports?  If so, do you agree that they 
should be present and potential investors and creditors (and their advisers)?  
(See paragraphs OB12 and OB13 of Chapter 1, and paragraphs BC1.14 – 
BC1.17 of the Basis for Conclusions on Chapter 1)   

 
CPA Australia does not think it necessary to identify a primary group of 
users.  The extensive list of users identified in paragraph OB6 seems 
complete.  However, we consider that the wording used to identify and 
describe users would be improved by making it relevant to all sectors (see 
also our answer to question 7).   

 



3. Do you agree with replacing reliability with faithful representation as a 
qualitative characteristic of decision-useful financial information?  (See 
paragraphs QC7 and QC16 – QC34 of Chapter 2, and paragraphs BC2.13 – 
BC2.29 of the Basis for Conclusions on Chapter 2) 

 
We are not aware of misunderstandings around the meaning of reliability.  
Nonetheless, we do not disagree with the proposal to replace reliability with 
faithful representation  

 
4. Do you agree verifiability is a necessary ingredient of faithful representation?  

(See paragraphs QC23 – QC26 of Chapter 2, and paragraphs BC2.14, 
BC2.16, BC2.28 and BC2.51 of the Basis for Conclusions on Chapter 2) 

 
We do not disagree with the DP’s tentative conclusions that information 
needs to be verifiable to assure users that it is free from material error and 
bias and thus can be depended on to represent what it purports to represent 
(i.e., a faithful representation).  However, we would be concerned if 
verifiable was to connote verifiability solely for the purposes of audit. 

 
5. Do you think that the distinction between relevance and materiality is 

explained clearly?  (See paragraphs QC8 – QC15 and QC49 – QC52 of 
Chapter 2, and paragraphs BC2.3 – BC2.12 and BC2.66 – BC2.67 of the 
Basis for Conclusions on Chapter 2) 

 
We do not disagree with DP’s tentative conclusions that information must be 
capable of making a difference to be relevant and that materiality is a 
pervasive constraint on financial reporting because it is pertinent to all of the 
other qualitative characteristics.  We do not think the distinction between 
relevance and materiality to be lacking in clarity.   

 
6. Are there any other issues regarding the DP you wish to raise? 
 

CPA Australia does not raise any other issues. 
 
B:  QUESTIONS RELEVANT TO ENTITIES OTHER NOT-FOR-PROFIT 
PRIVATE SECTOR AND PUBLIC SECTOR ENTITIES   
7. Should the primary group of users of financial reports identified in the 

objective of financial reporting include users other than present and potential 
investors and creditors (and their advisers)?  If so, what types of users of 
financial reports should be identified?  (See report of monitoring group on 
implications for not-for-profit entities, paragraphs 1.14-1.16) 

 
CPA Australia does not support the identification of a primary group.  
However, we consider that the group of users identified in paragraph OB6 
requires supplementation by the inclusion of funders, financial supporters 
and legislatures. 

 



8. Do you agree with the statement in the DP that: 
“To help achieve its objective, financial reporting should provide 
information to help (users) to assess the amounts, timing and 
uncertainty of the entity’s future cash inflows and outflows…” 
(Chapter 1, paragraph OB3) and with the concentration on information 
for assessing the entity’s future cash flows in Chapter 2 (which 
discusses Qualitative Characteristics)?  (See report of monitoring 
group on implications for not-for-profit entities, paragraphs 1.17 – 
1.20) 
 

No.  CPA Australia contends that for not-for-profit private sector and public 
sector entities cash flows are important.  However, we consider that there are 
other aspects that are more important – for example, the asset is a store of 
future services able to be delivered as opposed to a store of cash flows.    
 

9. Are there any other issues regarding the DP you wish to raise, specifically in 
respect of entities other than private sector businesses? 

 
CPA Australia does not raise any other issues. 


