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[Iear Kevin.

We are responding to the Austrabian Accounting Standards Board’s (AASB’s)
request for comments on Exposure Draft 192 - Revised Differential Reporting
Framewark,

We agree with the AASB s decision to not introduce the International Financial
Reporting Standard for Smail and Medium-sized Entities (IFRS for SMEs) in
Australia au this time. Furthermore, we arc supportive of the Board’s proposal to
require the same recognition and measurement requirements for all Australian
enfitics covered by the Corporations Act 2001 while balancing the need to require
limited disclosures, for these reasons:

o Australia 1s already applying the full IFRS recognition and measurement rules.
Conseguently, Australia is beginning with a high degree of IFRS knowledge
and experience in application.

e Introducing new recognition and measurement rules via HRS for SMEs would
reduce comparability within the Australian environment, since practice in
Australia is that all entities that lodge accounts with the Australian Securities
and Investments Commission need to apply the full 1FRS recognition and
measurement criteria.

o It wiil save costs of training and education that would be required of employees,
university lecturers, and analysts it a new set of measurement requirements
were infroduced. including the on-going savings from not having 1o maintain
knowledge of two bodies of GAAP.

Macguarie Group Limited is not an authorised deposit-taking institution for the purposes of the Banking Act 1959
{Cwth}, and its obtigations do not represent deposits or other liabilities of Macquarie Bank Limited ABN 46 008 583 542
(ML), MBL does not guarantee or otherwise provide assurance in respect of the obligations of Macquarie Group
Limited.
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About Macquarie Group

Macquarie Group {*Macquarie’} is a global provider of banking, financial,
advisory, investment and funds management services. Macquarie’s main business
focus is making returns by providing a diversified range of services to clients.
Macquarie acts on behalf of institutional, corporate and retail clients and
counterparties around the world.

Macquarie Group Limited is listed in Australia (ASX:MQG) and 1s regulated by
APRA, the Australian banking regulator, as it is the parent of Macquarie Bank
Limited, an authorised deposit taker, Macquarie also owns a bank in the UK,
Macquarie Bank International, which is regulated by the IFSA. In addition,
Macquarie’s activitics are subject to scrutiny by other regulatory agencies around
the world.

As an owner and manager of significant community assets, Macquarie works
closely with governments around the world to deliver important services including
transport, roads, airports and utilities.

FFounded in 1969, Macquaric operates in more than 70 office locations in 28
counlries. Macquarie employed approximately 14,400 people and had assets under
management of AUID 342 billion at 31 December 2009.
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APPENDIX
Specific Matters for Comment
The AASB has asked for comment on the following:

(a) whether you agree with the introduction of a second tier of reporting
requirements for preparing general purpose financial statements (GPFSs) for:

(i) for-profit private sector entities that do not have public accountability;

(ii) not-for-profit private sector entities; and

(iii) public sector entities other than those required by the AASB to apply Tier
1?

If not, and you support differential reporting, what other classifications of
entities do you think would be more appropriate for differential reporting and
why?

On the assumption that the Board chooses to develop a new Australian framework
for differential reporting:

(i) We agree.
(i1) No comment.
(1)  No comment.

{(b) whether you agree that entities within the second tier should be able to
apply the proposed reduced disclosure regime, which retains the recognition
and measurement requirements of full IFRSs or would you prefer another
approach (e.g. IFRS for SMEs)? If you prefer the IFRS for SMEs, what do
you consider to be the specific advantages of the individual differences of
recognition and measurement requirements in the IFRS for SMEs compared
with full IFRSs?

As noted in our covering letter, we support the AASB’s decision to not incorporate
[IF'RS for SMlis into Australia’s legislation. The only circumstances we consider
the use of IFRS for SMEs might be appropriate is for Australian subsidiaries of
foreign parents. In this instance, the use of [FRS for SMEs should be available
only if:

1. The Australian subsidiary 1s wholly-owned by a foreign parent; and

2. The foreign parent’s documented policy is that its foreign subsidiaries are to
apply the IFRS for SMIis where a jurisdiction permits its use.

(¢) the definition of public accountability (which is used to identify those for-
profit entitics that must apply Tier 1) and whether there are categories of
enfities in the Australian environment that should be cited as examples of
publicly accountable entities other than those already identified in paragraph
26.
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We have no comments.

(d) whether you would require any other ciasses of public sector entities, such
as Government Departments, Government Business Enterprises or Statutory
Authoritics, to be always categorised as ‘Tier 1’ reporting entities and, if so,
the basis for your view.

We have no comments.

(¢) the clarification of the meaning of GPFSs and modifying the way the
reporting entity concept is used

Please refer to our comments within the covering letter.

(f) the extent and nature of the proposed disclosures under the RDR (Tier 2),
inciuding whether the RDR would be effective in reducing sufficiently the
disclosure burden on entities in preparing their GPFSs

Please refer to our comments within the covering letter

{g) any particular disclosure requirements that:

(i) have been retained in the RDR that you consider should be excluded from
the RDR, and your reasons for exclusion;

(ii) have been excluded from the RDR that you consider should be retained,
and your reasons for retention.

We have no comments,

(h) transitional provisions for entities applying Tier 1 or Tier 2 for the first
time and moving between Tiers,

Whilst the Exposure Drafl outlines the proposed transitional requirernents, we ask
that the AASB Haise with the IASB to have them revisit their transition
requirements in order to relieve the burden imposed where an entity moves from
applying IFRS for SME to applying full IFRS.

(i) whether there are any regulatory issues or other issues arising in the
Australian environment that may affect the implementation of the proposals.

We have no comments.

(j) whether, overall, the proposals would result in reducing the costs of
preparing GPFESs that would remain useful to users.

We have no comments.

(k) whether the proposals are in the best interest of the Australian economy.
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We are not convinced that the existing application of Australia’s non-reporting
entity concept warrants its removal. The Board could have retained this concept
and provided (urther guidance to minimise any perceived abuses of this concept.

We agree with the Board’s proposal 1o not adopt IFRS for SMEs in Australia.
31 August 2009





