
NOCLAR affects us now

It’s a game-changer, the bundle of non-compliance-with-
laws-and-regulations (NOCLAR) requirements released by 
the Accounting Professional & Ethical Standards Board. 

No longer can accountants ignore suspected non-compliance 
with laws and regulations.

NOCLAR applies to all of us – accountants in commerce 
and industry, public sector and not-for-profits, as well 
as accounting firms. We must act in accordance with a 
heightened public interest in compliance.

NOCLAR covers acts of omission or commission, 
intentional or unintentional, committed by a client or those 
charged with governance, by management or by other 
individuals working for or under the direction of a client.

Examples of NOCLAR are:

• Fraud, corruption, bribery
• Money-laundering, terrorist-financing, proceeds of crime
• Securities markets and trading
• Banking, financial products and services
• Data protection
• Tax and pension liabilities and payments
• Environmental protection, and
• Public health and safety.

There are many real life examples of breaches. You can read 
about them daily in the Press. So it’s time we asked ourselves 
what we would do if we suspect non-compliance.

The new ethical rules respond to the following key public-
interest concerns: 

• The duty of confidentiality in the code’s acting as a 
barrier to the disclosure by professional accountants of 
potential NOCLAR to public authorities

• Professional accountants and auditors simply resigning 
from employer/client relationships without NOCLAR 
issues being appropriately addressed, and

• A lack of guidance to help accountants in working out 
how best to respond to potential NOCLAR, a situation 
that may often be difficult and stressful.

The responsibilities under of APES 110 Code of Professional 
Ethics for Professional Accountants differ depending on whether 
an accountant is:

• An employee of an entity

• A senior professional (part of the management team or a 
member of governance)

• An auditor of an entity, and

• A member in public practice interacting with his or her 
client in a professional capacity.
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New draft guidance promotes tax 
clarity

Australian stakeholders (and international 
investors) wanting to see clearer, more 
consistent and ‘comparable’ tax reporting this 
financial year will benefit from new guidance 
from the Australian Accounting Standards 
Board.

The AASB’s draft appendix to the Board of 
Taxation’s tax-transparency code promotes 
consistency and comparability of key 
information about entities’ tax positions and, 
in particular, their effective tax rate (ETR) 
relative to corporate tax rates.

Effective tax rates are the amount of tax 
incurred as a proportion of profit before 
tax. The guidance aims to help entities to 
communicate tax information in a way that 
is consistent with evolving international 
disclosure practices and the Australian 
Securities and Investments Commission’s 
requirements regarding non-GAAP 
information.

The taxation board’s code aims to improve 
comparisons among companies on tax reports. 

Its chair Michael Andrew said: ‘The aim 
of the code is to increase transparency 
around tax and to help educate the public 
about compliance with tax laws. But tax 
is a complex subject that can be difficult 
for companies to explain in a way that is 
accessible to the readers of their reports, and 
there is potential for inconsistency in some 
key areas.’

AASB chair Kris Peach said: ‘This guidance 
helps to establish some common approaches, 
makes it easier for preparers to pull reports 
together, and easier for readers to understand 
and compare information.’

Explaining tax and the financial statements, 
the code requires disclosures of effective tax 
rates based only on corporate tax to enable 
comparisons with company tax rates. 

The guidance sets out the necessary 
disclosures to ensure interested parties can 
better understand the differences, if any, 
between an ETR under the code and an ETR 
prepared according to accounting standards. 

The guidance also sets out how companies 
can improve their disclosures by reconciling 
their profit-to-income tax expense and their 
income-tax expense to income-tax paid or 
payable, including any material temporary and 
non-temporary differences.

Ms Peach said: ‘While there are good reasons 
the numbers in financial statements and tax 
transparency reports are not the same, this 
often causes confusion for the reader and 
can be a difficult area to explain. The AASB 
has set out some principles and examples to 
help companies better communicate their tax 
positions and practices to stakeholders.’

The guide has been published as a draft to 
allow companies to trial its advice in the 
upcoming reporting season and can be found 
on the Board of Taxation and AASB websites.

IASB overhauls insurance accounting

The International Accounting Standards 
Board has issued IFRS 17 Insurance Contracts, 
the first truly international standard for 
insurance contracts.

It will help investors and others to understand 
better insurers’ risk exposure, profitability and 
financial positions.

The standard applies to insurance companies 
as well as contracts. Many non-insurance 
entities have insurance contracts.

IFRS 17 replaces IFRS 4, which was brought 
in as an interim standard in 2004. IFRS 4 
gave companies dispensation to carry on 
accounting for insurance contracts using 
national standards, resulting in a multitude of 
approaches. As a consequence, it is difficult 
for investors to compare and contrast the 
financial performances of otherwise similar 
companies.

The new standard solves the comparison 
problems by requiring insurance contracts 
to be accounted for in a consistent manner, 
benefiting both investors and companies. 
Insurance obligations will be accounted for 
using current values instead of historical cost. 
The information will be updated regularly, 
providing more useful information for users.

Hans Hoogervorst, IASB chair said: ‘The 
insurance industry plays a vital role in the 
global economy; high-quality information to 
market participants on how insurers perform 
financially is therefore extremely important. 
IFRS 17 replaces the current myriad of 
accounting approaches with a single approach 
that will provide investors and others with 
comparable and updated information.’

Due to the range of accounting methods 
in use today, some countries will see more 
significant changes than others with the new 
standard’s introduction.

IFRS 17 is published together with illustrative 
examples and an explanation of the board’s 
basis for conclusions. Other materials 
accompanying the standard are:

• An ‘effects’ analysis, which outlines in detail 
the expected costs and benefits of the new 
standard

• A project summary that provides an 
overview of the project to develop the new 
standard, and

• A feedback statement that summarises 
comments received at consultations 
undertaken as part of the project.

IFRS 17 has an effective date of 1 January 
2021 but companies may apply it earlier.

AASB backs IFRS 17

The AASB has backed the new international 
insurance standard, saying that Australian 
insurance analysts and preparers will benefit 
from the improved international comparability 
it offers.

Australia has led the way with transparent 
reporting of an insurer’s risk, exposure, 
profitability and financial position with AASB 
1023 General Insurance Contracts and AASB 
1038 Life Insurance Contracts (effective since 
1990 and 1998 respectively).

Like AASBs 1023 and 1038, IFRS 17 is based 
on current values, meaning that international 
insurers will no longer be permitted to use 
historical costs in their financial statements. 
Internationally, IFRS 17 will result in 
significantly more insurance liabilities being 
recognised.

Financial reporting

The NOCLAR rules are incorporated in new 
sections 225 (Members in Public Practice) and 
360 (Members in Business) of APES 110.

Auditors’ responsibilities for NOCLAR will be 
addressed in the forthcoming revised auditing 
standard ASA 250 Consideration of Laws and 

Regulations in an Audit of a Financial Report that 
will be operative for financial reporting periods 
commencing after 15 December.

NOCLAR rules are effective from 1 January 
next year.

Much to do in such a short-time. We need to 
understand NOCLAR, inform stakeholders, 
develop internal policies and procedures, and 
train. You can’t ignore NOCLAR or just wing 
it. Get started now.
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AASB chair Kris Peach said: ‘Insurance 
accounting has sometimes been considered by 
investors as a “black box”. IFRS 17 will help 
analysts compare insurers with non-insurance 
entities, as the revenue and expenses in 
statements of financial performance will now 
be determined similarly to other entities.’

Australian investors will also appreciate the 
greater ‘granularity’ provided by IFRS 17. It 
reduces opportunities to combine unprofitable 
and profitable business within one portfolio, 
resulting in earlier recognition of losses.

Ms Peach said: ‘IFRS 17 is validation that our 
decision to move to current-value insurance 
accounting has served Australian investors 
well. The Australian experience is clearly 
reflected in the requirements of IFRS 17.

‘At first glance IFRS 17 appears very 
consistent with AASBs 1023 and 1038, 
however there are some subtle differences that 
need to be carefully considered. Life insurers 
– and general insurers providing products 
with long-term coverage – are likely to find 
increased complexity when implementing 
IFRS 17 while other general insurers are 
likely to experience limited impacts. While 
the effective date of 1 January 2021 seems 
a long way off, system changes should be 
identified early.’

IFRS 17 treats insurance products with similar 
risks in the same manner regardless of how 
they are labelled – that is ‘general’, ‘life’ or 
‘health’. This may be beneficial for some life-
insurance entities as some of their products 
will qualify for simpler determination of 
liabilities. 

Ms Peach said: ‘Given our long history 
with insurance accounting, some Australian 
preparers may feel that IFRS 17 introduces 
unnecessary complexity. Due to our existing 
standards, they are well-positioned for 
transition and the benefits of a more level 
international playing field will be significant.’

IFRS 17 will be considered for adoption in 
Australia by the AASB by the end of July. If 
adopted, it will replace AASBs 1023 and 1038.

Standards modified for NFPs

Preparers and auditors of not-for-profit 
financial statements have the chance to 
understand better the extent of – and thinking 
behind –Australian-specific modifications to 
IFRS Standards following the release of the 
AASB staff paper Modifications to Australian 
Accounting Standards for Not-for-Profit Entities.

Following the board’s fourth research report 
Review of Adoption of International Financial 
Reporting Standards, it is interested in views 
on what further modifications should be 
considered for NFP entities.

As part of its transaction-neutrality policy, the 
AASB uses IFRS standards as a base on which 
to build standards for NFPs. Where necessary, 
it modifies international standards to address 
user needs and NFP-specific issues that would 
cause undue cost and effort in application.

To be updated from time-to-time, the 
research paper will act as an important basis 
in the review of NFP modifications and will 
enable stakeholders to understand existing 
modifications and their rationale. 

Our GAAPinar on 15 June will address NFP 
activities and ACNC activities – the latest. You 
can register for this session at www.gaap.com.
au or contact Colin.

IASB calls for reactions to IFRS 13 

The International Accounting Standards 
Board is reviewing IFRS 13 Fair Value 
Measurement. 

It has asked stakeholders to respond about the 
standard, which shows how to measure the 
‘fair value’ of assets and liabilities. 

IFRS 13 defines ‘fair value’ and sets out in a 
single standard how it should be measured and 
which disclosures are required. The standard 
was issued in May 2011 and became effective 
from 1 January 2013.

The call for responses is part of the standard’s 
post-implementation review and should 
indicate if it works as intended.

The assessment involves analysing how the 
standard’s requirements affect investors, 
companies and auditors. The review will also 
help to detect where the standard presents 
challenges that could result in inconsistent 
applications. 

The IASB’s request for information focuses 
on:

• Disclosures about fair-value measurements

• Further information about measuring 
quoted investments in subsidiaries, joint 
ventures and associates at fair value

• Application of the concept of the ‘highest 
and best use’ when measuring the fair value 
of non-financial assets, and

• Application of judgement.

In addition, the request explores whether 
there is a need for further guidance on 
measuring the fair value of biological assets 
and unquoted equity instruments.

IASB chair Hans Hoogervorst said: ‘Post-
implementation reviews form an important 
part of our work to maintain IFRS standards, 
and I encourage our stakeholders to share 
their experiences with IFRS 13.’

The deadline for submitting responses is 22 
September.

ASIC calls on preparers to focus on 
quality

ASIC has continued to call on companies to 
provide useful and meaningful information for 
users of financial reports.

ASIC commissioner John Price said: ‘As 
with previous reporting periods, directors 
and auditors should focus on values of 
assets and accounting-policy choices. ASIC 
continues to see companies use unrealistic 
assumptions in testing the value of assets or 
apply inappropriate approaches in areas such as 
revenue recognition.’

The GAAP Consulting team will address ASIC 
targets and findings in the forthcoming special 
GAAP report 30 June 2017 Financial Reporting 
and Auditing Considerations.

GAAP Alert subscribers will automatically 
receive the report (register for it at  
www.gaap.com.au).

Colin and Sonya will analyse ASIC issues and 
findings in GAAPinar No.12 Financial reporting 
and auditing update for 30 June 2017.

ASIC reminders on new standards

As 30 June approaches, ASIC has twice 
reminded preparers, boards and auditors of the 
importance of timely disclosures concerning 
new standards AASB 15 Revenue from Customer 
Contracts, AASB 9 Financial Instruments and 
AASB 16 Leases. 

ASIC commissioner John Price said in 
December: ‘We remind directors and 
management of the importance of planning 
for the new standards and informing investors 
and other financial report-users of the impact 
on reported results.’ 

In May, ASIC stated that ‘directors and 
auditors should ensure that notes to 30 June 
2017 financial statements disclose the impact 
on future financial positions and results of 
new requirements for recognising revenue, for 
valuing financial instruments, and accounting 
for leases. New accounting standards in 
these areas will apply to future financial 
reports and may significantly affect how and 
when revenue can be recognised, the values 
of financial instruments (including loan 
provisioning and hedge accounting), and assets 
and liabilities relating to leases’.
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Governance
Queensland court imposes heavy 
penalties for dishonesty

The Supreme Court of Queensland has 
disqualified from managing corporations 
and fined four former officers and the funds 
manager of MFS Investment Management 
Limited.

The court found that they had acted 
dishonestly in managing MFS, the responsible 
entity of the premium income fund, which 
held millions of dollars of investors’ money. It 
also ordered them to pay compensation.

The court disqualified the former officers 
and the funds manager from managing 
corporations for various periods, ranging from 
a permanent ban to five years, and imposed 
total pecuniary penalties ranging from $90,000 
to $650,000. The court also ordered that the 
former officers pay various amounts up to 
$205,755,601 in compensation to PIF and 
most of ASIC’s costs.

In May 2016, the court found that Michael 
Christodoulou King, Craig Robert White, 
David Mark Anderson, Guy Hutchings and 
Marilyn Anne Watts had committed 217 
contraventions of the Corporations Act.

The breaches related to their involvement 
in the misappropriation of $147.5 million of 
funds that had been held by the premium 
income fund on behalf of unitholders. The 
misappropriated funds were used to pay debts 
owed by related entities in the MFS group, 
which was subsequently known as Octaviar. 
The group collapsed in 2008 owing $2.5 
billion.

The court ordered that:

• Michael Christodoulou King (former 
CEO and director of MFS) be disqualified 
from managing corporations for 20 years, 
pay a pecuniary penalty of $300,000, 
pay $177,017,084 compensation to the 
premium income fund (PIF) and 60 per 
cent of ASIC’s costs

• Craig Robert White (former deputy 
CEO – and for a short period CEO – 
and director of MFS) be permanently 
disqualified from managing corporations, 
pay a pecuniary penalty of $650,000, pay 
$205,755,601 compensation to the PIF and 
70 per cent of ASIC’s costs

• Guy Hutchings (former CEO and director 
of MFS) be disqualified from managing 
corporations for 25 years, pay a pecuniary 
penalty of $350,000, pay $28,738,517 
compensation to the PIF and 70 per cent of 
ASIC’s costs 

• David Mark Anderson (former CFO and 
company secretary of MFS) be disqualified 
from managing corporations for 25 years, 
pay a pecuniary penalty of $500,000, pay 
$205,755,601 compensation to the PIF and 
80 per cent of ASIC’s costs, and

• Marilyn Anne Watts (former funds manager 
of MFS) be disqualified from managing 
corporations for five years, pay a pecuniary 
penalty of $90,000 and 40 per cent of 
ASIC’s costs.

Justice Douglas endorsed ASIC’s view that 
legal requirements ‘were flagrantly ignored’ 
and that the penalties ‘should reflect the 
complete disregard which these defendants 
had to their duties under the Corporations 
Act.

‘[ASIC’s] submissions were justified. The 
insouciant attitude of the defendants to this 
misuse of money intended to be used for PIF’s 
investors beggars belief,’ Justice Douglas said.

ASIC commissioner John Price said: ‘The 
substantial disqualifications from managing 
corporations and pecuniary penalties imposed 
by the court reflect the seriousness with 
which courts view abuses by directors and 
senior managers of corporations who occupy 
positions of substantial trust in the investment 
community – in this case their obligations to 
protect the assets of the PIF. To say the least, 
the court’s judgment demonstrates that this 
trust was most seriously abused in this case.’

As the responsible entity for the PIF, MFS 
and its directors and officers were required to 
operate the fund with care and diligence and 
in the best interests of its members. In breach 
of their duties, MFS’s directors and officers 
attempted to justify using the misappropriated 
funds by falsifying and backdating company 
documents between November 2007 and 
February 2008.

Former director jailed for dishonesty

Gavin Keith Hyland has been convicted 
in the Brisbane District Court on two 
counts of dishonestly using his position to 
misappropriate investor funds. 

Mr Hyland was sentenced to two years 
imprisonment on the first count and a year 
on the second. The sentences are to be served 
concurrently.

Mr Hyland pleaded guilty to counts of 
dishonestly using his position as director with 
the intention of gaining an advantage for 
himself, contrary to s184(2) of the Corporations 
Act 2001.

Between 8 March 2010 and 4 November 2010, 
Mr Hyland was a director of Jacqalex Pty Ltd 
and solicited and received funds from investors 
to trade on their behalf in financial products, 
including shares, bonds and derivatives.

An ASIC investigation revealed that Mr 
Hyland had dishonestly used $104,110 for 
personal trading and to pay his credit card 
debts and other expenses.

He will be released on a recognisance after 
serving six months, paying a security of $3000 
and on the condition that he be of good 
behaviour for three years.

As a result of his conviction, Mr. Hyland will 
be automatically banned from managing a 
corporation for five years.

ASIC commissioner John Price said: ‘ASIC will 
not tolerate directors and officers of companies 
conducting their businesses dishonestly. [The 
commission] will continue to take enforcement 
action against directors where they fail to 
perform their duties with integrity and at the 
standards the community expects.’

AAT upholds disqualification of 
former director

The Administrative Appeals Tribunal has 
upheld ASIC’s decision that Michael Roger 
O’Sullivan of Sydney, formerly managing 
director of Provident Capital Ltd, be 
disqualified from managing corporations 
for five years and from providing financial 
services for seven years.

The AAT has allowed Mr O’Sullivan 
to remain as a director of three private 
companies provided that their activities 
concern Mr O’Sullivan’s immediate family.

The tribunal said that Mr O’Sullivan’s 
behaviour had fallen below expected and 
required standards of a public-company 
director. It also found that Mr O’Sullivan had 
shown no ‘genuine contrition for his conduct 
or genuine insight into his corporate failures’. 

The AAT said that Mr O’Sullivan’s behaviour 
‘involved either a subconscious or at times 
an attempt to camouflage or massage critical 
information and to even completely prevent 
that information from being disclosed on a 
timely basis’.

The tribunal highlighted that ‘deficient 
disclosure [of information] was designed 
to obfuscate the real position’ and that this 
behaviour ‘put at risk the funds of certain 
third-party investors who were largely being 
kept in the dark about the precarious nature’ 
of one of Provident’s biggest loans.
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ASIC commissioner John Price welcomed 
the AAT finding, saying: ‘ASIC is committed 
to taking action against directors who fail to 
exercise care and diligence in the management 
of company assets. [the commission’s] powers 
to disqualify directors of failed companies and 
to ban individuals from providing financial 
services are important preventative measures 
to safeguard the public interest.’

ASIC endorses whistleblower 
research

ASIC has strongly endorsed the 
announcement of the second stage of Whistle 
While They Work, research to build a major 
database on whistleblowing.

The Strength of Whistleblowing Processes report, 
undertaken by a multi-university team led by 
Griffith University’s Professor A. J. Brown 
and funded by the Australian Research 
Council, follows ASIC’s own Whistle While 
They Work report. It identifies the factors 

ACNC update

The Australian Charities and Not-for-profits 
Commission (ACNC) has:

• Revoked the charity status of the 
Townsville Aboriginal & Torres Strait 

Federal Court disqualifies former 
directors

Former directors of Avestra Asset 
Management Ltd Paul Rowles and Clayton 
Dempsey have each been disqualified from 
managing corporations and banned from 
providing financial services for 10 years, the 
Federal Court has ordered.

Avestra was a Queensland-based holder of 
an Australian financial services licence that 
operated several registered and wholesale-
managed investment schemes.

The court held that Avestra, Mr Rowles 
and Mr Dempsey had several times 
contravened the Corporations Act, including 
contraventions arising from:

• Related-party transactions being undertaken 
without member approval

• Failing to act in the best interests of the 
schemes’ members

• Failing to do all things necessary to 

that influence good and bad responses 
to whistleblowing across a wide range of 
institutions.

The research compares levels, responses and 
outcomes of whistleblowing across public, 
private and not-for-profit sectors worldwide.

The project will provide a clearer basis for 
evaluation and improvement in organisational 
procedures, better public policy, and more 
informed approaches to the reform or 
introduction of whistleblower-protection 
laws.

ASIC commissioner John Price said: ‘The 
release of the … results provides an important 
new picture of where the strengths and 
weaknesses lie in current whistleblowing 
processes.

‘This demonstrates, first, the value of the 
project and of participating in it, but also why 
it’s important that industry take a proactive 
approach to helping to identify and adopt 

Islander Cultural Centre Cooperative 
Society Limited, and 

• Warned charities to watch out for scam 
emails.

The Victorian parliament has passed The 
Consumer Acts Amendment Bill 2016 that will 

ensure that the financial services covered 
by Avestra’s AFS licence were provided 
efficiently, honestly and fairly

• Failing to notify scheme members of a 
material change in investment risk

• Failing to exercise the degree of care and 
diligence that a reasonable person would 
exercise if he or she were in Avestra’s 
position as responsible entity

• Failing to put in place adequate 
arrangements for the management of 
conflicts of interest arising wholly, or 
partially, in the provision of financial 
services, and

• In the case of Mr Rowles and Mr 
Dempsey, failing to comply with duties 
owed by them as officers of the responsible 
entity and as directors of Avestra.

Misconduct by Avestra, Mr Rowles and Mr 
Dempsey that gave rise to ASIC’s action 
included:

best-practice, so that improvements in this 
area are well-informed and well-targeted on 
what’s needed.’

The research should provide a strong impetus 
for industry and regulators to understand 
the importance of effective whistleblower 
programs.

It should also improve understanding of 
how programs should be embedded in large 
organisations. The ability for staff to speak 
up to leaders and identify wrong-doing is a 
feature of a strong organisational culture.

ASIC encourages company officers and 
directors to support this ground-breaking 
research.

Andrew Parker’s Report Fraud service (See 
something say something) will be released in 
July. Enquiries andrew@gaap.com.au or 0401 
858 889. The service will also cover reporting 
of non-compliance with laws and regulations 
(NOCLAR).

lead to significant red-tape reduction for 
thousands of Victoria’s registered charities.

NFP and ACNC developments are reported 
in GAAP Consulting’s quarterly NFP Risks and 
Compliance newsletter.

• The use of schemes’ property to acquire 
substantial shareholdings in an entity related 
to Avestra without member approval

• Investment of schemes’ property in a 
wholesale fund that then made loans to 
related parties without member approval, 
and

• The investment of schemes’ property 
offshore (the Bridge Global CMC Fund 
and Hanhong High-Yield Fund) without 
member approval.

In its judgment, the Court said: ‘…[If] 
Avestra had observed effective compliance 
and conflict-management practices, it is likely 
that the episodes of misconduct described … 
would not have unfolded, or not to the same 
extent. Dempsey’s and Rowles’s omissions 
… were not merely procedural or technical 
contraventions. They were shortcomings that 
created or reflected a significantly deficient 
corporate culture, which enabled Avestra to 
act with a systematic and serious disregard of 
its fiduciary and regulatory obligations.’

Regulators

AFS licensees
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ASIC commissioner John Price said: ‘The 
findings of the Federal Court in this matter 
make very clear that responsible entities are 
required to act in the interests of members. 
ASIC will ensure that responsible entities and 
their directors who fail in these duties are held 
to account.’

ASIC cancels Gallop International’s 
licence

ASIC has cancelled the Australian financial-
services licence of Gallop International 
Group Pty Ltd, formerly known as Weather 

Pro Exchange Pty Ltd. The cancellation is 
effective from 24 May.

Gallop was authorised to provide financial-
product advice, deal in a financial product 
and provide custodial or depository services 
to retail and wholesale clients, and make a 
market in foreign-exchange contracts and 
derivatives products to wholesale clients.

ASIC found that Gallop had repeatedly failed 
to comply with the conditions of its licence 
and obligations under financial-services 
laws. The non-compliance related to late 
lodgement of financial statements, audit 

reports, breach reports, notifications of change 
in control and the appointment of an auditor.

ASIC commissioner John Price said: ‘The 
opportunity to hold an Australian financial-
services licence requires compliance with 
some fundamental obligations, including 
reporting requirements. Where licensees 
fail to meet those obligations, ASIC will act 
to remove them from the financial services 
industry.’

Gallop has the right to appeal to the 
Administrative Appeals Tribunal for a review 
of ASIC’s decision.

Ethics
New standard allows accountants to 
act on suspicions 

A new standard requires accountants to 
consider their obligations if they uncover or 
suspect illegal acts such as fraud, corruption, 
bribery or money-laundering.

The ground-breaking Australian standard 
adopts an international approach and permits 
accountants to set aside the principle of 
confidentiality when illegal acts are suspected.

‘This standard encourages professional 
accountants to speak up where they discover 
laws and regulations are not being adhered 
to – and identifies a process to go through 
enabling accountants to raise concerns 
appropriately without breaching other 
professional and ethical standards,’ the 
Accounting Professional and Ethical Standards 
Board chair Nicola Roxon said.

‘It is feared that, in the past, identifying 
potential illegal acts and raising the alarm did 
not always prevail over confidentiality and 
other obligations to a client or employer’, Ms 
Roxon said. 

The new standard, Responding to Non-
Compliance with Laws and Regulations 
(NOCLAR), comes into force on 1 January, 

giving accountants time to update systems to 
comply.

Individual firms and accountants are urged to 
adopt the standard early to meet international 
best-practice. The new requirements will be 
incorporated into the Australian code APES 
110 Code of Ethics for Professional Accountants, 
which will also incorporate changes to the 
provision of non-assurance services.

GAAP Consulting will review the NOCLAR 
requirements and actions required in a pop-up 
GAAPinar in July. It’s a must-view session 
for accountants. A brochure will be available 
shortly.

Guidance for sceptical accountants

The International Ethics Standards Board for 
Accountants released for public comment the 
Exposure Draft Proposed Application Material 
Relating to Professional Scepticism and Professional 
Judgement.

The proposed guidance links key concepts 
of the International Ethics Standards Board 
for Accountants’ Code of Ethics for Professional 
Accountants and clarifies their application 
with respect to professional scepticism and 
judgment.

The proposals address:

• How compliance with the fundamental 
principles in the code supports professional 
scepticism by auditors and assurance 
practitioners for audit, review, and other 
assurance engagements, and

• The importance of professional accountants’ 
obtaining sufficient understanding of facts 
and circumstances known to them when 
exercising professional judgment in applying 
the conceptual framework underpinning 
the code.

The proposed guidance responds to a 
recommendation from the tripartite 
Professional Scepticism Working Group 
established by the IESBA, the International 
Auditing and Assurance Standards Board, 
and the International Accounting Education 
Standards Board.

Once finalised, the material will be included 
in a clarified and restructured code that the 
IESBA plans to complete by the end of the 
year.

The GAAP Consulting team analysed 
professional scepticism in GAAPinar No 4 
Professional scepticism – getting it right in April. 
Recordings are available for those who missed 
it.

Audit reporting – more FAQs

New enhanced auditor-reporting 
requirements have come into effect.

To assist stakeholders, the Auditing and 
Assurance Standards Board has answered 
several frequently-asked questions on its 
website. Here are several more:

• How are key audit matters communicated 
for parent and consolidated financial reports?

• How does the auditor determine the 
documents that go in an annual report?

• What does a finished auditor’s report 
include if not all other information has been 
received?

• How does the auditor’s responsibility 
statements differ for different types of entities?

• How does the auditor refer to the auditor’s-
responsibilities statement on the AUASB 
website?

Audit
• Are auditors’ reports on special-purpose 

financial reports affected by changes to an 
auditor’s report?

• Do auditor’s reports on summary financial 
statements include communication of key 
audit matters?

• What is the auditor’s responsibility for 
documents containing summary financial 
statements?
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Performance engagements – 
comments invited

The AUASB has released exposure draft 
01/17 Performance Engagements on assurance 
performance engagements.

The draft details the conduct of and reporting 
on assurance engagements on performance. 
The proposed standard will replace ASAE 
3500 Performance Engagements, which the 
AUASB last revised in October 2008.

The proposed ASAE facilitates conformity 
with AUASB standards and the revised ASAE 
3000 Assurance Engagements Other than Audits 
or Reviews of Historical Financial Information 
issued in June 2014. The draft standard reflects 
new rules for performance engagements and 
clarifies how to scope, conduct and report on 
an assurance engagement on performance.

Changes arising from the draft will be 
operative for assurance engagements 
commencing on or after 1 January, early 
adoption permitted.

Forward your comments no later than 21 July.

SMSF lodgement extension

The ATO will extend the due date for 
lodgement of self-managed super funds’ 
annual returns for 2015-16. The deadline 

Understanding audit committees

The International Forum of Independent 
Audit Regulators has released Audit 
Committees and Audit Quality: Trends and 
Possible Areas for Further Consideration.

The paper provides information to help to 
understand how audit committees function. 
It also raises questions and identifies areas 
for further consideration that might provoke 
discussion among interested parties, such as 
investors, audit-committee members, audit 
regulators, and policymakers.

Among them are:

• The desirability of criteria that define and 
determine the independence, special skills 
and expertise of audit committees

• Using audit-quality indicators 

• Engaging shareholders in auditor selection, 
and 

• Involving investors in audit committees to 
incentivise firms to sharpen their focus on 
quality.

has been extended to 30 June as SMSF 
professionals struggle to ensure that clients are 
compliant with superannuation reforms that 
take effect from 1 July.

When it pays to be biased

The Association of Chartered Certified 
Accountants has released Banishing Bias? 
Audit Objectivity and the Value of Professional 
Scepticism, which explores the importance of 
cognitive biases in auditing. 

The report explains how biases are central 
to improving the exercise of professional 
scepticism and to understanding the 
fundamental ethical principle of objectivity.

Professional scepticism has received a lot of 
attention – from policymakers, regulators, 
politicians and the public. After nearly a 
decade of attention to it, audit quality has 
undoubtedly improved. Yet calls for more 
professional scepticism have not abated.

This report seeks to understand why, and 
what should be done about it. Drawing on 
established and respected psychology literature 
on cognitive biases pioneered by Amos 
Tversky and Daniel Kahneman, it argues that 
a new approach to professional scepticism is 
needed if expectations of further increases in 
audit quality are to be met. There are two 
main reasons.

AICPA releases cyber-security 
framework

The American Institute of CPAs has released 
a flexible, voluntary cyber-security risk-
management reporting framework.

Reporting on an Entity’s Cybersecurity Risk 
Management Program and Controls enables 
industries worldwide to take a pro-active 
and agile approach to cyber-security risk 
management.

Resources that support the framework are:

• Description criteria, allowing management 
to explain its cyber-security risk-
management program in a consistent 
manner and CPAs to report on 
management’s description, and

• Control criteria, allowing CPAs to provide 
advisory and attestation services to evaluate 
and report on the effectiveness of the 
controls.

A third resource – an attest guide –will be 
available shortly. 

First, existing auditing standards are 
susceptible to auditors’ cognitive biases. 
Auditors need to plan and execute their 
audits differently to mitigate the effects of 
unconscious biases. Additionally, in some 
areas auditing standards themselves might need 
to change.

Secondly, other stakeholders in the financial-
reporting supply chain also need to be 
aware of their own cognitive biases. While 
recommendations for auditors and standard-
setters are important, the actions of others 
– including preparers, audit regulators, audit 
committee members, investors and the general 
public – are just as important.

In some cases, these stakeholders’ perceptions 
of a lack of audit quality may be affected by 
cognitive biases. Interventions that require 
auditors to change their behaviour might not 
improve quality. Indeed, to the extent that 
auditors are required to undertake procedures 
that do not add value, they might even 
reduce it. The report recommends a global 
commitment to quality.

An approach to standard-setting that considers 
cognitive biases should help bring clarity to 
the meaning of audit objectivity.

American CAQ updates external-
auditor tool

The Centre for Audit Quality has released 
an updated version of its External Auditor 
Assessment Tool.

The tool is designed to help audit committees 
appoint, oversee and determine an external 
auditor’s fees. It contains sample questions to 
help audit committees in three specific areas:

• Quality of services and sufficiency of 
resources provided by the auditor

• Quality of communication and interaction 
with the auditor, and

• Auditor’s independence, objectivity, and 
professional scepticism.

As a companion, the CAQ has produced a 
video that brings the resource to life through 
interviews with leading audit-committee 
chairs, who discuss the importance of the 
assessment process and how they put the tool 
to work.

International
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What we’ve been up to

Participants in accounting and auditing 
standard-setting in Australia celebrated 
its 50th anniversary at the RACV in 
Melbourne. 

It gave Colin the chance to see many 
friends and colleagues, and he boasts that 
he was at the 25th anniversary as well – he 
recalls it was a low key affair at the AARF 
offices in Caulfield. 

Being an AARF staffer laid the foundation 
for his career, which included director, 
accounting and audit at CPA Australia, 
membership of the urgent-issues group 
and an AASB member, and, of course, 
establishing GAAP Consulting. A wonderful 
journey. Roll on the 75th, but not too 
quickly.

Off the back of a sold-out masterclass on 
AASB 15 Revenue from Customer Contracts 
in Sydney, Carmen and Colin had much 
pleasure in discussing AASBs 15, 16 and 9 
with technical advisers to auditors-general 
in Melbourne (Colin also managed to stay 
over for the Bulldogs and Saints match.)

Feedback? ‘As a participant, thanks Colin 
and Carmen. Very useful sessions, and 
the case studies were a great practical 
application. Still quite a few issues to sort 
out though, and hopefully we will get quite 
a bit of consistency across the jurisdictions.’

‘Great session today on AASB 15 Revenue 
presented by GAAP Consulting Colin 
Parker. As always, the devil is in the detail.’

And on LinkedIn: ‘Colin you’re a star. 
You’re the most viewed person in 40 other 
people’s networks.’ Colin is blushing a 
little, but says that it’s great to know his 
messages resonate with so many.

Sonya has been hosting and presenting 
for the first series of 2017 GAAPinars 
on a range of topics. She has been busy 
presenting at workshops for accounting 
practices, the IPA and the Clean Energy 
Regulator. Recent work visits to 
Melbourne, Adelaide and Perth gave her 
the opportunity to explore the inner-city 
and park areas on her early morning jog 
before getting stuck into money matters. 

In his wife’s absence, Stephen Downes took 
a couple of day-long bush walks, seeing a few 
metres off a little-used track one of the 60 
or so male lyrebirds left in the Dandenong 
Ranges National Park. It declined to display 
its tail for him. He bush-bashed down the 
incredibly rugged Lerderderg Gorge – no one 
within miles, he guessed – getting his feet wet 
and hoping that rescue helicopters would not 
need to be called out. They weren’t.

AASB 16 Leases introduction in July

Calling all CFOs and senior members of audit 
teams. Due to interest, GAAP Consulting will 
be presenting An introduction to AASB 16 
Leases half-day.

AASB 16 is a complex standard. The change 
is not as simple as moving operating lease 
numbers in notes to an asset and liability in 
the balance sheet.

The standard, its application guidance, and 
associated material run to 67 pages, the basis 
for conclusion 93 pages, effects-analysis 105 
pages, and illustrative examples 61 pages. 

Carmen Ridley and Colin Parker, current and 
former member of the AASB, will present our 
training session. 

The dates and places are:

• 18 July, Hilton Brisbane, 190 Elizabeth 
Street

• 19 July, Intercontinental Sydney, 117 
Macquarie Street

• 21 July, Intercontinental Melbourne The 
Rialto, 495 Collins Street

Registration and breakfast will be from 
8.30-9am, and the session closes at 1pm. A 
quarter-hour for mid-morning tea. 

Cost is $440, including GST.

Numbers are strictly limited to enhance 
learning and discussion. Book now to ensure 
your participation (www.gaap.com.au/
training/conferences) or contact Colin. 

Come along to learn how to advise 
your board or clients on changes to lease 
accounting.

GAAPinar series draws to an end 

Our series of 13 GAAPinars is almost over; 
only four remain. You may still register for 
any of them, but be quick. 

Missed early GAAPinars? No worries, 
recordings are available.

Remaining sessions are:

1. Business law for accountants and auditors 
(Thurs 8 June)

2. NFP reporting and ACNC activities – the 
latest (Thurs 15 June)

3. Financial reporting update for 30 June 2017 
(Thurs 22 June), and

4. Provisions and contingencies – a fresh look 
(Thurs 6 July).

Each session costs $297, and discounts are 
available, including for sole practitioners 
and multi-offices.

A brochure can be downloaded from www.
gaap.com.au. Questions? Contact Colin. 

Our next GAAPinar series starts on 
Thursday 2 November with the free session 
What’s new with GAAP, GAAS, APES 
and the regulators. Please feel free to suggest 
topics you would like to see the experts at 
GAAP Consulting present. 

AASB 15 contract-service reminder

Many entities have yet to start 
implementing AASB 15 Revenue from 
Contracts with Customers. It all starts with 
understanding each contract and how it 
is to be accounted for. Let the experts at 
GAAP Consulting get you on track with an 
analysis of one of your contracts. 

AASB 15 requires the application of a five-
step revenue-recognition process. Based on 
the contract supplied, we will identify how 
it should be done.

By all means use our report as a basis for 
analysing other contracts.

Our fee for this service is $900 plus GST 
for simple contracts and $2,500 plus GST 
for complex ones, and we can review 
several contracts for a negotiated price.

Our AASB 15 project team is led by 
Carmen Ridley (AASB member). Other 
team members – Colin Parker, Stephen 
LaGreca, Sonya Sinclair and Stephen 
Newman (corporate lawyer, Hope Earle) – 
are always available. 

Contact Colin to discuss our AASB 
contract-review service or how we 
can assist you with your AASB 15 
implementation.

I N S I D E  G A A P  C O N S U LT I N G
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Men’s Health Awareness Ball

Backed by beyondblue, The Men’s Health 
Awareness Ball will be held at Sydney’s 
Sheraton on the Park on Thursday 15 June.

The ball was started by Vik Bhandari from 
Financial Reporting Specialists (FRS) and 
his wife after the ill health of his dad and 
father-in-law.

It aims to raise awareness among men of the 
importance of monitoring their health, to 
get them talking about it and to seek good 
outcomes. The key aim is to get men to 
have a health check-up at least once year 
and to build a rapport with their GP. It’s 
just that simple.

Men will often say that they’re too busy 
with work to bother. They have important 
meetings to attend, feel nothing is wrong with 
their health and even if something niggles, 
they suspect that it will just go away. They’ll 
see a doctor soon, just not now. Sometimes, 
soon never happens!

First time around, the ball rose $34,500 for 
charity – not bad.

Further details can be found on the website 
http://menshealthawarenessball.com/

Corporate sponsorship tables are still available, 
see http://menshealthawarenessball.
com/tickets-and-flyer/ or contact Vik 
direct via email vik.bhandari@frsgroup.
com.au

For individual tickets please visit  
https://www.trybooking.com/book/
event?eid=274472

Take time out from your busy schedule 
and support the cause. It’s a great way to 
entertain staff and clients and will be a great 
night.

GAAP Consulting team is pleased to help 
Vik promote this important event.


