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Discussiolz Paper: Fi~za~~cial  Reporti~zg by Unlisted Public Companies 

The Australiall Accoulltillg Standards Board (AASB) is pleased to provide coml~lents on 
the abovellallled Discussioll Paper. 

The AASB supports the Government's drive to reduce the reposting burden of companies, 
based on a cost-benefit analysis of financial reporting by such entities. I11 particular, the 
AASB welcollles the introductioll of legislatioll that would be complementary to its current 
collsideratioll of the differential reporting regilne in Australia. 

The attached observatiolls on the specific questions in the Discussioll Paper are based on 
the AASB's deliberations whic11 led to the issue of ITC 12. 

If you have queries regarding any nlatters in this submission, please contact Ahmad Hamidi 
(aharnidi@aasb.com.au) or 111yself. 

Yours sillcerely 

David Boymal 
Cl~airn~an 



Some observations on the specific questions in the Discussion Paper 

Issue A Do you support tlie iritroducfiorz of a dijjfererztial reportirzg reginze based orz size 
for companies lirlzited by guarantee? If so, what do you corzsider to be tlze 
appropriate criteria (bo flz irz  ternis of tlie iridicators of size arzd the qua12 frcm of 
tltose irzdicators) for differentiating betweerz tlzose conlpar~ies tlrat are required to 
report arzd tltose companies that are exempt? 

Issue B. Do you believe it is appropriate to differentiate betweeri companies limited by 
guarantee by the nature of tlzeir operations mtlter tlza~z just size? If so, wltaf 
nature of operatioris do you believe warrants greater transparency? 

generally a not-for-profit objective1 and there wou 

beyond the interests of menlbers. 

The public interest eleinent nlakes it 
differentiate between those companies li d report and those that 

. In the AASB's view, accountability (and in particular its 
political and social forn~s) are directly related to public interest and accordingly it concluded 
that ail approach based on the notion of public interest and employing size tl~sesholds would 
be appropriate. The ail11 should be identifying tlveslzolds that reflect various degrees of 
public interest. 

The AASB considers that a revenue test alone would ignore accountabilities associated with 
managing assets, while an assets test on its own would ignore the capacity to meet reporting 
costs. 

1 As confirliied by the U1.riversity of Melbourne's Survey quoted i11 tlie Discussio~l Paper. 



The AASB suggests that a coinbillation of reveilue and assets tlvesl~olds holds the greatest 
promise as an operational test for differential repoi-ting by conlpanies linlited by guarantee. 
The precise quantities of the tlvesholds would need to be the subject of research. 

It should be pointed out that the M S B  considerations were in relation to questions of 
differential levels of repoi-ting requirenleilts and not in relation to absolute exeinption froill 
reporting. 

The 'nature of operations' is fundanlental in assessing wl~ether there is public interest in the 
activities of an entity. The M S B  considers that coillpanies engaged in activities of lligll 
public interest as indicated by their nature of operations such as charities and those involved 
in soliciting illoney froill the public, whether in tlze forin of deposits or donations, sl~ould be 
required to prepare finailcia1 reports, ii-sespective of their size. 

111 respect of other coi~lpanies liixited by guarantee, the AA 
tlxesl~olds of reveilue and assets used for small proprietary 
tl~em from fillancia1 repoi-ting. As the coinpallies linlited by guara 
not-for-profit activities that nlay use voluilteer labour, the ' 
should not be used. Ally other company that 
exempted froill reporting. 

Issue C Do you consider tltat conzpanies lirzzited by g tee tlzat receive arty money 
flzro uglt grarz fs slzo iild It ave financial reporting requirenzents ? If so, carz tlr is 
obligation be satisfied by purpose financial 
reports to flte grantor mtlz e Jirzn~cial reports 
under the Corpomtiorzs Act? 

for a general puspose 
meilt setting out coilditions of 

the grant, iilcludiilg es involve accouiltiilg for the 
including a special puspose 

zited by gunranfee being exenzpted from 
ould be required in order to 

ited by guararztee to prepare n firzancial report? 

illeillbers used in case of sillall proprietary compai~ies would 

Issue E If you he reterztiolz of firtancia1 reporfir~g reqriirenzerzts for all 
by guamrztee, do you consider tltat tlzere is scope to reduce t/ze 

anzourzt offinarzcial irzformatiort tlzese cor.tzpanies are required to report? If so, 
what type offinancial infornzatiorz do users need cortzpnuies limited by guarantee 
to report Cfor exnrnple, relnfed-party disclosures) ? 

We do not suppoi-t the retentioil of fillailcia1 repoi-ting requirenlents for the snlallest of 
conlpanies linlited by guarantee uilless they are recipieilts of public deposits or donations. 
A11 exenlptioil from reporting for such conlpanies siinilar to that available to small 
proprietary coinpaizies is prefei-sed. 



Issue F Do you corzsider that there is a need to Ifnrrfzonise the fi~iancial reportirzg 
requirenzerzts of conzpnizies limited by guarantee and irzcorporated associations to 
provide a consisteizt reportiizg franzework for not-for-profit entities iit Australia? 

Many incorporated associations are engaged in not-for-profit activities, wl~ich in Illany cases 
would probably have been carried out tlx-ough the establislmlent of a company linlited by 
guarantee if the incorporated association option were not available. T11e l~arn~onisation of the 
financial repoi-ting requirenlents of the two types of entities would be helpful in creating 
comparability between entities engaged in similar operations and across states. 

Issue G Iiz order to assist in progressirzg tlzis project, it would be useful to obtairz an 
indication from conzpnnies limited by guarantee of the cost of prepnri~zg a 
directors report nizd auditedfiizancial report as required by the Corpo~*ations Act 

T11e AASB has not conducted any researcl~ on this issue. 

Issue H If some conzpn~ies linzifed by gr4ai.n 
reporting, do you consider tlzere 
subject to sonze level of iton-st external assurarzc 
promoting good gover~zance? If so, 
do j)ou tlzi~zk tliis regime slzoirld be 
prnctice guidelines issued by the p 

Issue I For those companies lintited to prepare fi~tnizcial 
Itge tlte cirrreizt audit 
irenzents need fo be 

ontpnnies limited by 
.om distributing profits to inentbers iiz tlre 

The AA iew on this issue. 

Issue R Do priizciple that all forbprofit conzpaizies tlzat have raised 
blic sltould have statutory n ~ ~ u a l  fi~zancial reporting 

All such conlpanies sl~ould have statutory annual financial reporting obligations. However, 
under the AASB's proposed revised differential reporting regime, for-profit conll~anies that 
are publicly accountable or otherwise satisfy ~lonlinated size tl.11-esholds would apply 
Australian equivalents to IFRSs and non-publicly accouiltable entities that fall below the 
tl~sesl~olds apply an SMEs standard2. The AASB notes that not all unlisted public conlpanies 
linlited by shares have raised capital from the public. 

2 See ITC 12 "Proposed Revised Differential Reposting Regime for Australia and IASB Exposzrre Draft 
o f A  Proposed IFRS for S~iinll and Adedium-sized Elltities ". 



Issue L Giverz a sntisfnctory nzecharzism to allow urzlisted public co~fzpnrzies Iinzited bj) 
slrnres witlz a not-for-profir objective to convert to a conzparzy lirztited by 
guamrztee is not nvnilable, would you support nrz equivnlerzt differerztinl 
reportirzg regime to tltat proposed for cornpanies limited by guarantee to be 
established for urzlisted pzrblic conipa~ies limited by shares witlt a not-for-profit 
focus? If so, do you support usirzg flte definitiorz of rtot-for-profit erztiiy irz  flze 
nccourttiizg stanlZcrrds to deterntirze whetlzer a coitzparty has a rzot-for-profit 
focus? 

The M S B  agrees that a11 equivalent differential repol-ting regime should be established for 
uillisted public colllpanies limited by shares with a not-for-pro ective on the basis that 
transactions of not-for-profit entities sl~ould be 
form of the orgallisatioll in wl~ich they are coildu 
view of issue B, only those not-for-profit unlisted 
not engage in activities wllere their nature of opes 
charities and those wit11 a deposit taking fuilctio 

The AASB supports using the definition of not- andards. 
The M S B  is progressillg a project to eilhance t lded in lnakillg use of that 
definition. 

Issue M Irz order to assist irz progr e useful to obtuirz nrz 
irzdicntiorz fionz urilisted p slznres of tlze cost of 

019 as required by the 
ublic conipnrzies Iirfzited by 

The AASB has not c 


