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Dear Sir

Submission - ED 200A and 200B Proposals to Harmonise Australian and New
Zealand Standards
We are pleased to have the opportunity to comment on ED 200A Proposals to Harmonise
Australian and New Zealand Standards in Relation to Entities Applying IFRSs as Adopted in
Australia and New Zealand and ED 200B Proposed Separate Disclosure Standards issued by
the Australian Accounting Standards Board.

Executive summary
The key issues discussed in this submission are as follows:
•

Overall we support the proposals to remove differences from IFRS and to reduce the
differences between Australian and New Zealand standards.

•

We are concerned that the proposed wording related to the disclosure of remuneration of
auditors is unclear and will not lead to consistent approaches to the disclosnre. The AASB
should state the objective of the disclosure requirement and then provide the more detailed
guidance of how to make the disclosure. Also, any disclosure requirement should not create
inconsistency with the directors' report disclosures of transactions with auditors.

•

We encourage the AASB to also take this opportunity to delete the requirements over the
remuneration of individual key management personnel of disclosing entities that are not
companies (e.g. registered managed investment schemes), on the basis that the relevant
governance disclosure is the related party transactions between the scheme and its
responsible entity, and any disclosures for individuals should be Corporations Act 2001
requirements, not accounting standard requirements.

Our comments on the specific matters raised for comment and on other issues are set out in
Appendix 1.
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We would be pleased to discuss our comments with members of the AASB or its staff. If you
wish to do so, please contact me on (02) 94559120, or Sarah Inglis on (02) 94559773.
Yours faithfully

Kim Heng
Partner, Department of Professional Practice
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Appendix 1
Topics that the AASB has requested specific comments on, applicable to all proposals:
(a) Do you agree with the concept of harmonising the reporting requirements in Australia and
New Zealand in relation to for-profit entities applying IFRSs as adopted in Australia and New
Zealand?

We support the concept of harmonising the repotting requirements of for-profit entities applying
IFRSs in Anstralia and New Zealand as proposed in ED 200. Our support is conditional on the
hannonisation not creating further differences from Inte111ational Financial Repotting Standards
(IFRSs), even if this means achieving greater harmonisation between Australian and New
Zealand standards.
We have not noted any proposals that create additional differences from IFRS.

(b) Should the retained additional disclosure be contained in a separate disclosure standard (as
proposed) or contained with each Standard relevant to the topic of the disclosures (which is the
current practice)?

Creating a separate disclosure standard to contain each disclosure requirement that is additional
to !FRS disclosure requirements has the advantage of giving a user unfamiliar with the AASBs
the means to simply and easily locate and comply with the additional requirements. Clearly
separating the additional disclosure requirements will also have the advantage of being able to
clearly demonstrate that the Australian-specific requirements do not create differences from
IFRS and should not result in non-compliance with !FRS for most for-profit entities.
As a result, we support the separation of the additional disclosure requirements into a separate
self-contained accounting standard, regardless of whether there is a 'harmonised' requirement in
Australia and New Zealand. All AASB-generated disclosure requirements that are retained
after these proposals have been finalised should be relocated into a separate standard.
We encourage the AASB to avoid partial separation of the additional disclosure requirements.
An outcome that results in preparers having to find these requirements in both the !FRS
equivalent standards and in a separate standard will be burdensome and could lead to a prepareI'
overlooking celtain requirements.

(c) Do you agree with the specific proposals in this Exposure Draft regarding alignments,
deletions, relocations and relocation and harmonisations?

Unless we have specified otherwise below, we SUppott the proposals in ED 200A and 200B
regarding alignments, deletions, relocations and relocation and harmonisation.
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True and fair override
The proposed footnote to paragraphs 19-21 of AASB 101 Presentation ofFinancial Statements
only refers to the Corporations Act 2001 prohibiting the 'true and fair over-ride'. However,
there are numerous other statutory reporting frameworks, and we are concerned that this
footnote may appear to capture all the circumstances in which the over-ride is not available,
when it in fact only picks up one such circumstance.
We suggest that the AASB add a further sentence to the footnote to caution preparers and users
that other frameworks may exist that also disallow the true and fair over-ride.

Audit fee disclosures
We have significant concerns that the proposals will not lead to consistent disclosures in
practice.
•

As proposed, it is difficult to determine the extent of fees to be disclosed. We are concerned
that this difficulty could lead to differences in practice. For example, a consolidated group
may have overseas subsidiaries that are audited by auditors within the finn network of the
auditor of the consolidated group. Each overseas subsidiary may directly compensate its
local auditor. The work of the local auditor(s) may form part of the evidence for the auditor
of the consolidated financial statements, but it is also possible that some of the work of the
local auditor does not relate to the work on the consolidated financial statements. It is not
clear whether the audit fees to be disclosed should include:
only the audit fees charged by any auditor(s) that relate to the audit of the consolidated
financial statements, or
only the audit fees charged by the auditor to the parent entity for the audit of the
consolidated financial statements, or
all audit fees charged by the auditor of the consolidated financial statements to any
entity in the consolidated group, regardless of whether the work was in relation to the
audit of the consolidated financial statements or the separate financial statements of
other entities in the group, or
all audit fees charged by the group auditor to any entity in the consolidated group,
without consideration of audit fees charged by subsidiary auditors, 01'
the audit fees charged by any auditors to all entities within the consolidated group,
regardless of whether the work pet'fonned related to the audit of the consolidated
financial statements of the group or ti,e financial statements of subsidiaries within the
group.

•

We consider that the first alternative above is most relevant information for users of the
financial statements, and the disclosure requirement should be worded in such a way as to
make that clear, by stating tlmt the objective of the disclosure is to infonn users ofthe fees
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paid or payable to the auditor, or auditors, for the audit of the consolidated financial
statements.
•

Disclosure of transactions with auditors for non-audit services is also required by S300(1IB)
and (II C) of the Corporations Act 200 I. Any disclosure requirement of the AASB should
not create a difference to the amounts disclosed under the requirement already determined
by the government to be necessary for governance reasons. Creating differences will only
serve to make it difficult for readers to understand the disclosures. One way to avoid
unintentional differences is to use the wording from the Corporations Act 200 I.

•

Lastly, it is not clear whether the audit fees to be disclosed are the fees relating to the
financial statements being audited, or the audit fees paid during the year in relation to the
audit of the prior period.

Imputation credit disclosures
•

Paragraph 6.2 of ED 200B should be more clear that the disclosure is of imputation credits
arising from transactions recognised up to the balance date that are available in the future.
This will then clarifY that the amounts discussed in 6.3(a)-(c) are part of the amount of
imputation credits available.

Recognition of an elimination of an unrealised gain or loss
•

We support the deletion of paragraph Aus7.1 from AASB Interpretation 113 Jointly
Controlled Entities - Non-monetary Contributions by Venturers. This will remove one of
the final additional AASB paragraphs that had the potential to lead to non-compliance with
IFRSs. We do not agree with the conclusion in the box marked "Significance of
amendment". We suggest that the AASB include a BC paragraph that explains the deletion
is to remove the possibility of non-compliance with IFRSs that could result by complying
with the more specific or contradictory AASB requirement. Generally, only a few
Australian entities have probably had this issue, and so the impact of the deletion is
probably limited in terms of the number of entities.

•

The requirement to retrospectively apply this change may in certain circumstances prove to
be impracticable. Such entities should be able to apply the impracticability requirements of
AASB 108 Accounting Policies, Changes in Accounting Estimates and Errors to address
that difficulty. Therefore, we consider that the transition requirement should refer to
applying the requirements of AASB 108 in respect of changes in accounting policy, rather
than simply stating that the requirement needs to retrospectively applied. If AASB 108 is
not referred to, it might be read as saying the impracticability exemption is not available.

•

Lastly, in the limited circumstances where an entity changes their accounting policy as a
result of this amendment, they may not be able to claim compliance with IFRS unless they
apply the requirements of IFRS I First-time Adoption ~f International Financial Reporting
Standards. However, because they have been complying with AASBs, there is no reason
for them to re-apply AASB I First-time Adoption of Australian Accounting Standards.
Therefore it is not likely that an entity that currently cannot claim compliance with IFRS
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will be able to claim IFRS compliance after adopting this change. The AASB should refer
to this issue in a BC paragraph, to at least highlight the issue to preparers.
Other
•

We draw the AASB's attention to footnote 2 to the header to paragraphs 33 and 34 in AASB
132 Financial Instruments: Presentation. It states "The Corporations Act prohibits a
company from acquiring shares (or units of shares) in itself except in limited circumstances,
and an entity subject to the Corporations Act cannot have treasury shares." We suggest the
AASB delete this footnote, as it leads to confusion for preparers who take its final statement
too literally. Many Australian consolidated entities hold treasury shares, because they take
advantage of the limited exemption that is available in relation to holding shares for
employee benefit (share-based payment) plans. This results in the consolidated group
recognising a balance of treasury shares.

(d) Which of the disclosures proposed to be included in the separate disclosure standard AASB
ED 200B should be required of entities applying differential reporting requirements, namely in
Australia the proposed Reduced Disclosure Requirements for general pwpose financial
statements (qualifying entities in New Zealand).
All disclosures in ED 200B, paragraphs 2-4 should be required by entities applying differential
reporting reqnirements. The disclosnres in paragraphs 2-4 are essential for understanding the
basis of preparation of the financial statements.
The AASB has previously determined that the disclosures that are being replaced by paragraphs
5 and 6 of ED 200B are not required by an entity applying the differential rep01ling
requirements. Therefore we consider that decision should be cmTied forward into the proposed
separate disclosure standard resulting from ED 200B.

(e) Are there any regulatory issues or other issues arising in the Australian or New Zealand
environment that may affect the implementation of the proposals? Please provide reasons for
your response.
Sections 300(lIB) and (lIe) of the Corporations Act 2001 require cellain entities to disclose
information about non-audit services provided by their auditors. As noted above we consider
that any requirement of AASBs should not contradict that requirement. The AASB should
consider providing an exemption for such entities from having to make duplicative disclosures,
similar to the exemption provided to disclosing entities that m'e companies for paragraphs
Aus25.2-25.7 and Aus25.7.2-.3 in AASB 124 Related Party Disclosures.
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(f) Do you consider that the proposed amendments are in the best interests of users ofgeneral
purpose financial statements of entities in Australia and New Zealand? Please provide reasons
for your response.

We do not consider that the proposed amendments will negatively affect the information
provided to users of general purpose financial statements. Individuals that use sets of financial
statements prepared under both Australian and New Zealand standards will benefit from the
more consistent requirements.

Topics that the AASB has requested specific comments on, applicable to specific proposals:
(a) The Boards note that the proposed auditor remuneration disclosure requirements in AASB
ED 200B are simplified and do not include the existing requirement in AASB 101 Presentation
ofFinancial Statements in respect of 'related practice '. Do you agree with the Boards'
proposals?
See comment above under (c). We have concerns about whether the deletion of the reference to
related practices means that fees paid to such practices that are not in respect of the audit of the
consolidated financial statements should no longer be disclosed in the financial statements.

(b) In relation to the proposed deletion ofparagraph Aus7.1 of Interpretation 113 Jointly
Controlled Entities - Non-monetary Contributions by Venturers, if this causes an entity to
change its accounting policy, do you agree that it should be applied retrospectively?
See response to (c) above.
An entity that is currently unable to state compliance with IFRS due to the Australian guidance
in Aus 7.1 of Interpretation 113 would need to apply IFRS 1 in full in order to be able to claim
compliance with IFRS. But the same entity will have no reason to apply AASB 1, and therefore
is not likely to be able to regain compliance with IFRS, even with the removal of paragraph
Aus7.1, regardless of whether the change in accounting policy is prospective or retrospective.
Therefore, we consider that prospective application may be sufficient for this change.
However, ifthe AASB detennines that a change in accounting policy resulting from the deletion
of Aus7.1 is to be retrospective, then tl,e transition paragraph should refer to AASB 108, rather
than just a simple statement to apply the change retrospectively. AASB 108 has exemptions
that allow an entity to limit the retrospective application when impracticable. These exemptions
should be available to entities that need to change their accounting policy, in cases where
transactions that go back a number of years.
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Other questions
The Boards sought comment as to whether the disclosures requirements related to the
compensation of individual key management personnel of managed investment schemes that are
disclosing entities should be retained.
We consider that the disclosure requirements mentioned should not be retained. The general
feedback from preparers has been that either managed investment schemes do not have
individual key management personnel and so there is no disclosure to make, or that the more
relevant related party disclosure is the compensation of the responsible entity.
We also consider that the individual key management persoIDlel remuneration requirements for
listed companies should be removed from AASB 124, since they are fully replicated in the
Corporations Act 2001. There is no need for an Australian specific requirement in AASBs if
the regulatory environment has already included those disclosures in other repOlling
requirements. At the same time, the AASB should determine whether the disclosures required
by AASB 124 Aus25.7.3-Aus25.9.3 have been explicitly considered by Treasury in their
consideration of the appropriate disclosures related to key management personnel and other
prescribed individuals under S300A of the Corporations Act. Ifthey have been considered but
not taken up by Treasury, tllen they should be removed from AASB 124 on the basis that the
more detailed disclosure requirements are a matter of governance that is more appropriately in
the scope of a regulator.
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