
Preparers must act ethically

Given the reporting season, I thought I should take the 
opportunity to remind preparers of their responsibilities under 
APES 110 Code of Conduct for Professional Accountants.

The code notes that members in business (MIB) in for-
profit and not-for-profit entities are often involved in the 
preparation and reporting of information such as:

• Financial or management details, for example, forecasts 
and budgets

• Financial statements

• Management’s discussion and analysis, and

• The management letter of representation provided to the 
auditors during an audit.

MIBs must prepare or present such information fairly, 
honestly and according to relevant professional standards so 
that the information is understood in its context.

An MIB who has responsibility for the preparation (CFO) 
or approval (governance/board) of general-purpose financial 
statements must be satisfied that they comply with applicable 
standards.

Where an MIB suspects that statements fail to comply, the 
member must:

• In all cases, notify governance and document the 
communication, and

• Qualify any declarations given by the MIB in compliance 
with legislative and regulatory requirements or the 
entity’s reporting requirements.

Members of accounting teams must take reasonable steps to 
maintain information for which an MIB is responsible in a 
manner that:

• Describes clearly the true nature of business transactions, 
assets, and liabilities

• Classifies and records information in a timely and proper 
manner, and

• Represents the facts accurately and completely in all 
material respects.

Threats to compliance with fundamental code principles, 
for example, self-interest or intimidation, and threats to 
objectivity, professional competence and due care are 
created when an MIB is pressured (either externally or by 
the possibility of personal gain) to become associated with 
misleading information that might have been provided by 
others.

The significance of such threats will depend on factors such 
as the source of the pressure and the degree to which the 
information is, or may be, misleading. The significance 
of the threats must be evaluated and safeguards applied 
when necessary to eliminate them or to reduce them to an 
acceptable level.
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Special GAAP Report Financial 
reporting and audit considerations 
for 30 June 2017

As the 30 June reporting season has arrived, 
the GAAP Consulting team thought that it 
would be good to share several financial-
reporting, ethical and auditing considerations 
with you.

We’ve listed them as:
• Write useful reports, says ASIC
• What ASIC’s latest review has taught us
• Corporate tax cuts and AASB 112 Income 

Taxes
• New draft guidance promotes tax clarity
• ASIC’s advice on communicating to boards
• How to pay dividends
• Size does matter for proprietary companies
• Guidance on narrative reporting
• APESB issues guidance on management 

representations
• ASIC guides on risk management for 

responsible entities
• Audit Committees good-practice guide 

released
• Enhanced audit-reporting standards in force
• ATO releases revised SMSF independent 

auditor’s report, and
• ASIC releases audit inspection results.

The supporting appendices are:
• Appendix 1 ASIC focuses-for 30 June 2017 

financial reports.
• Appendix 2 Accounting Standards operative for 

the first time for 30 June 2017
• Appendix 3 Issued but not yet operative 

Accounting Standards, and
• Appendix 4 Lessons from ASIC review of 31 

December 2016 financial reports.

We trust that you find this Special GAAP 
Report helpful – it may be downloaded 
from www.gaap.com.au and has been made 
available to Colin’s LinkedIn network. 

All of us at GAAP Consulting look forward to 
working with you to meet the challenges of 
the new financial year.

More companies should report on  
tax liabilities

More Australian companies could be recognising 
amounts in dispute with the Australian Tax 
Office, according to new guidance from the 
International Financial Reporting Standards’s 
interpretations committee. 

The committee’s guidance will soon be issued 
by the Australian Accounting  
Standards Board.

Directors are required to assess the 
aggressiveness of tax positions taken. They 
must assume that a tax authority has full 
knowledge of all relevant facts, regardless 
of whether their companies have had or are 
likely to have a tax audit or are likely to be 
issued with an amended assessment.

If it is probable that a tax authority will not 
accept a company’s treatment, a tax liability 
for an expected settlement amount must be 
recognised in statements of financial position 
along with an associated tax expense. Even if 
it is probable that the tax authority will accept 
the treatment, directors will still need to assess 
whether disclosure of a contingent liability is 
necessary.

Important players in taxation have 
commented on the new guidance.

Minister for Revenue and Financial Services 
Kelly O’Dwyer says: ‘Tax is a key focus of 
the Australian government, so it is good to 
see an increased emphasis on encouraging 
clearer disclosures by corporates of areas of tax 
uncertainty […].’

AASB chair Kris Peach said: ‘The probability 
threshold is now being applied at an earlier 
point and could result in more tax liabilities 
being recognised. Previously, a tax liability 
was only recognised if the directors assessed 
it was probable that the entity would be 
required to pay additional tax.’

ATO deputy commissioner Jeremy 
Hirschhorn said: ‘In applying the new rules, 
companies should have regard to ATO public 
guidance as to what we are likely to dispute, 
as well as to the ATO’s success in disputed 

matters in determining the likely resolution 
when we do dispute.

‘Thanks to our improved management 
of disputes, the ATO has a success rate in 
matters that ultimately go to litigation of 
more than 75 per cent, and a recent track 
record in settled matters of recovering about 
75 per cent of the disputed tax on average. 
When companies are in doubt as to their tax 
positions, we strongly encourage them to 
engage with us to obtain certainty rather than 
be exposed to significant uncertain positions, 
which rarely improve with time.’

ASIC commissioner John Price says: 
‘Tax is a focus area for ASIC’s review of 
financial reports as at 30 June. Directors 
should consider the appropriate treatment 
of uncertain and disputed tax positions […], 
including whether there is a need to recognise 
a liability or disclose a contingent liability.

‘Listed companies will also need to ensure 
that they appropriately disclose uncertain and 
disputed tax positions under their continuous 
disclosure obligations.’

While the new guidance is not effective until 
1 January 2019, companies should reassess 
whether to record a tax liability in their 2017 
reporting. 

ASIC pursues former managing 
director

ASIC has begun civil proceedings in the 
Federal Court in Melbourne against Patrick 
John Godfrey, former managing director 
of Banksia Securities Limited, which is in 
liquidation, receivers and managers appointed.

ASIC alleges that:

• Banksia’s financial reports for the years 
ending 30 June 2011 and 30 June 2012 and 
the half-year report ending 31 December 
2011 did not comply with relevant 
accounting standards, nor did they give 
a true and fair view of Banksia’s financial 
position and performance, given that the 
amount disclosed for the provision for 
impairment of receivables was significantly 
less than it ought to have been

Financial reporting

Such safeguards include consultation with 
superiors within the employing entity, the 
audit committee or governance of the entity, 
or with a relevant professional body.

Where it is not possible to reduce the threat 
to an acceptable level, an MIB must refuse to 
be or remain associated with information the 
member determines is misleading.

Sometimes, an MIB may have been 
unknowingly associated with misleading 
information. Upon becoming aware of this, he 
or she must take steps to disassociate from it. 

In determining whether there is a requirement 
to report, the MIB may consider obtaining 
legal advice. In addition, the member may 
consider resigning.

There are also requirements regarding ‘acting 
with sufficient expertise’ (section 330) and 
‘financial interests, compensation and incentives 
linked to financial reporting and decision 
making’ (section 340) that preparers should also 
be familiar with.

Ethics in financial reporting matter.
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• Mr Godfrey did not have, and failed to 
obtain, a proper understanding of the 
requirements of AASB 139 Financial 
Instruments: Recognition and Measurement 
as it applied to the determination of the 
value at which a loan or receivable was to 
be recognised in Banksia’s financial reports 
and whether or not there was objective 
evidence that a loan or receivable was 
impaired and, if so, the proper amount of 
any provision for impairment

• Mr Godfrey calculated and approved 
Banksia’s impairment of receivables and, 
consequently, Banksia’s financial reports 
failed to give a true and fair view of the 
company’s financial position, and

• Mr Godfrey failed to take all reasonable 
steps to secure compliance with AASB 139.

ASIC is asking the court to decide that Mr 
Godfrey contravened section 344(1) of the 
Corporations Act. ASIC also seeks orders for 
the imposition of a pecuniary penalty and 
Mr Godfrey’s disqualification from managing 
corporations.

AASB June meeting highlights

Highlights of the June meeting of the 
Australian Accounting Standards Board 
included:

• Licences: The AASB noted the prevalence 
and magnitude of divergent accounting 
practices for non-intellectual property 
licences. It decided that accounting for 
licences issued by not-for-profit public-
sector entities and whether proceeds 
received should give rise to immediate 
recognition of revenue or that deferral and 
recognition over time should be addressed

• Crowd-Sourced Equity Funding (CSF): The 
board noted draft legislation to amend the 
Corporations Act to extend the CSF regime 
to proprietary companies and tentatively 
decided to develop guidance for entities 
on the type of financial statements required 
when the legislation is finalised

• Service Concession Arrangements – Grantors: 
The board considered implementation 
guidance relating to the operator’s being 
responsible for managing some public 
services under a service-concession 
arrangement and decided to revise the 
approach to facility maintenance. The 
proposed standard will be voted on early in 
July, and

• Tax disputes: The board addressed a 
request from the Minister for Revenue 
and Financial Services that it consider 
proposals to amend Australian standards to 
require entities to disclose details of taxation 
disputes in financial statements. An action 
plan was agreed.

AASB 116 amendments available

Proposals to make narrow-scope amendments 
to AASB 116 Property, Plant and Equipment 
have been released. 

The proposals specify that proceeds from 
selling items produced while bringing an 
item of property, plant or equipment to the 
location and condition necessary for it to be 
capable of operating in the manner intended 
by management (for example, inventory 
produced while testing machinery) are to be 
recognised in profit and loss and should not be 
deducted from the cost of the asset. 

Feedback sought on fair value

How useful are the disclosures of Level 3 
fair-value measurements? What issues do you 
encounter when applying the ‘highest and 
best use’ concept in measuring the fair value 
of non-financial assets? Is it challenging to 
determine whether a market is ‘active’ or 
whether unobservable inputs are ‘significant’? 

The AASB is seeking feedback on these 
issues, among others, in conjunction with 
the release of the International Accounting 
Standards Board’s request for information 
Post-implementation Review – IFRS 13 Fair 
Value Measurement.

Australian Reporting Essentials and 
New Zealand Reporting Essentials

Chartered Accountants Australia and New 
Zealand has released the June 2017 editions of 
Australian Reporting Essentials and New Zealand 
Reporting Essentials, which highlight key 
accounting and regulatory developments in 
each jurisdiction over the past six months and 
their impact on the preparation of financial 
reports. 

Both publications discuss newly effective 
standards and those that have been issued but 
are not yet effective. This includes the new 
‘big three’ – revenue, leases and financial 
instruments.

Other jurisdictional specific issues discussed 
include:

• Reminder of the requirements for 
significant global entities (A)

• Changes for superannuation entities (A)

• ASIC focus areas (A)

• Reminder of the requirements for 
registered charities (NZ), and

• Changes for Māori incorporations (NZ).

Regulators
Taskforce releases position papers on 
ASIC’s powers

The federal government has welcomed 
ASIC’s Enforcement Review Taskforce’s 
release of position papers titled Harmonisation 
and Enhancement of Search Warrant Powers, 
Strengthening ASIC’s Licensing Powers, and 
Industry Codes in the Financial Sector.

The taskforce was established to implement 
the government’s commitment to strengthen 
ASIC’s enforcement tools in the financial-
services and credit-licensing sectors. It arose 
from its response to the Financial System 
Inquiry (Murray inquiry).

The terms of reference allowed for a 
thorough examination of the adequacy of 
ASIC’s enforcement capabilities, including 
on industry codes of conduct. The aim was 
to deter misconduct and foster consumer 
confidence in the financial system.

Minister for Revenue and Financial Services 
Kelly O’Dwyer said the government was 
ensuring that ASIC had the appropriate 
regulatory toolkit to improve outcomes for 
consumers of financial services.

‘The taskforce review forms part of a range  
of measures the government is undertaking  
to ensure that the financial-services sector 
better serves the interests of consumers,’  
Ms O’Dwyer said.

Industry Codes outlines proposed reforms 
to ensure that codes are more effective in 
delivering better outcomes for consumers 
by ensuring that they meet ASIC’s 
minimum requirements on enforceability 
and governance and that codes are made 
mandatory for participants in appropriate 
industry sectors, such as life insurance and 
banking.

The taskforce positions in the search-
warrants paper are designed to harmonise and 
strengthen ASIC’s powers by aligning them 
with those available to other law enforcement 
agencies and regulators, such as the Australian 
Competition and Consumer Commission.
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The licensing-powers paper seeks to 
strengthen ASIC’s powers by allowing 
the regulator to take appropriate action to 
refuse to grant, or to suspend or cancel, a 
licence where the applicant or licensee is not 
considered to be a fit and proper person.

‘The taskforce is […] seeking community 
and industry feedback on these three papers 
before making final recommendations to 
the government at the end of September,’ 
Minister O’Dwyer said.

The position papers are available on 
the Treasury website. Submissions for 
consultations will close on 26 July.

ASIC releases papers on crowd-
sourced funding

ASIC has released two consultation papers 
on guidance for public companies and 
intermediaries (crowd-funding platform 
operators) in using a new crowd-sourced 
funding (CSF) regime that begins on 29 
September.

Under the regime, eligible public companies 
will be able to make offers of ordinary shares to 
investors via the online platform of an Australian 
financial-services-licensed intermediary.

Consultation paper 288 Crowd-sourced 
funding: Guide for public companies aims to assist 
companies seeking to raise CSF to navigate 
the new regime and to understand and 
comply with its obligations. Many of them 
will not have had experience in making public 
share offers.

Paper 289 Crowd-sourced funding: Guide for 
intermediaries helps intermediaries seeking to 
provide a crowd-funding service, important 
because of unique gatekeeper obligations for 
those operating platforms for CSF offers.

ASIC commissioner John Price said: ‘CSF 
has the potential to be a new source of 
funding for small to medium-sized businesses, 
including start-up and early-stage companies. 
ASIC is keen to assist public companies 
and crowd-funding-platform operators to 
understand and comply with their obligations 
under the new regime, which can help sustain 
investor confidence and support for CSF.’

ASIC invites submissions on the papers by 3 
August.

ACNC update

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

• Announced that more than 600 registered 
charities will no longer be required to 
report to the ACT government as well

• Revoked 109 double-defaulter charities

• Revoked the charity status of two 
Queensland organisations, and 

• Warned tens of thousands of Australian 
charities that they have less than a week 
to submit their 2016 Annual Information 
Statements.

NFP and ACNC developments are reported 
in GAAP Consulting’s quarterly NFP Risks 
and Compliance newsletter. Its content is aimed 
at enhancing subscribers’ brands. The June 
quarter edition is imminent.

The federal government has released a 
discussion paper on potential changes to the 
deductible-gift-recipient (DGR) status system. 
The proposed changes aim to strengthen 
governance arrangements, reduce complexity 
and ensure that eligibility is kept up to date.

There are about 28,000 DGR organisations in 
Australia – 20,500 are registered charities.

AFS licensees
Asset-holding report released

ASIC has released Review of compliance with 
asset holding requirements, a report outlining the 
commission’s findings following an extensive 
review of compliance by custodians and 
responsible entities of managed investment 
schemes in which asset-holding requirements 
are imposed by the commission’s regulatory 
guide 133 Managed investments and custodial or 
depository services: Holding assets. 

ASIC revised the guide four years ago, setting 
out its policy on asset-holding and two related 
class orders that set out the legal requirements 
for asset holding, order 13/1409 Holding 
assets: Standards for responsible entities and order 
13/1410 Holding assets: Standards for providers of 
custodial and depository services.

Late last year and early this year, ASIC 
reviewed compliance by the industry with 
RG 133 and the class orders, identifying 21 
entities for the review – both responsible 
entities and custodians.

In some areas compliance with RG 133 
fell short of expectations; the level of 
understanding of relevant requirements was 
generally poor. Several entities did not appear 
to have revised their custody agreements to 
comply with new RG 133 requirements. 

More fundamentally, some entities with a dual 
responsible-entity and custodial function were 
unable to demonstrate adequate functional 
separation. Some were inadequately resourced 
to comply; some failed to give an appropriate 
level of commitment and priority to the 
selection and monitoring of custodians.

Because of the review, ASIC has required 
several entities to undertake corrective action 
to address these concerns. Furthermore, 
several of those reviewed will be subject to 
separate surveillance.

ASIC intends that compliance with RG 133 
and the class orders by the financial-services 
industry will remain a priority. 

ASIC commissioner John Price said: 
‘Responsible entities and custodians play a 
crucial role in ensuring the overall health of 
our financial system. Their conduct influences 
levels of investor trust and confidence.

‘The custody – or safekeeping – of assets 
is a critical function. Without appropriate 
safeguards by the asset-holder, either a 
responsible entity or a custodian, there is a 
potential threat to investors’ assets. Adequate 
resources and an appropriate risk-management 
framework are therefore necessary for asset-

holders, to ensure that their safekeeping and 
related functions are properly performed.’

ASIC reports on managed-funds’ 
conduct 

ASIC has reported on the findings of its 
surveillance of the compliance with legal 
obligations of entities that manage funds on 
behalf of retail investors.

Report 528 Responsible entities’ compliance 
with obligations: Findings from 2016 proactive 
surveillance program covers 12 key areas. 

The commission reviewed 28 responsible 
entities managing more than $49 billion in 
property through 336 schemes using a risk-
based profiling methodology. The surveillance 
analysed responses on governance, risk and 
compliance with the Corporations Act 
and licence conditions, disclosures, cyber-
resilience and use of assets.

ASIC sought to identify any specific breaches 
and systematic issues in the industry. It also 
identified responsible entities that require 
further, more targeted surveillance work.
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ASIC commissioner John Price said: 
‘While responsible entities demonstrated 
a broad commitment to complying with 
their obligations under the law, there were 
a number of areas where they fell short, 
including managing conflicts of interest, 
breach reporting, custody, risk management 
systems, rewards and incentives, and 
whistleblowing.

‘As the gatekeeper of significant investor 
funds, responsible entities are expected to act 
lawfully and in the interests of the investors 
they represent.

‘ASIC’s 2016-17 corporate plan makes clear 
our expectations about the conduct and 
behaviour of responsible entities, addressing 
and building on the issues identified in our 
previous proactive surveillance work.

‘As a minimum, responsible entities must 
ensure [that] a managed-investment 
scheme is operated in accordance with the 
Corporations Act and that they comply with 
their obligations as a responsible entity, as 
well as the conditions of their Australian 
financial services licence. However, to meet 
higher standards more aligned with growing 
consumer expectations, our surveillance 
showed there is still some work to be done.’

ASIC has made recommendations to improve 
compliance, including:

• Ensuring professional indemnity coverage is 
adequate for the nature, size and complexity 
of the responsible entity’s business

• Reviewing and, where necessary, 
strengthening their conflicts-management 
measures

• Reviewing custody measures to ensure they 
meet the requirements

• Accountability from top management about 
disputes

• Reviewing and strengthening existing 
cyber-resilience measures, focusing on the 
board’s role in influencing the culture of an 
organisation

• Alignment of remuneration, rewards and 
incentives with the values of the responsible 
entity

• Having in place appropriate whistleblowing 
measures, and

• Measures that reflect a consumer-focused 
culture.

‘We will be undertaking further surveillances 
of some responsible entities whose conduct 
fell short of required standards and remind the 
sector more broadly that ASIC will act when 
we identify compliance failures,’ Mr Price 
said.

Three responsible entities remain under 
surveillance. ASIC has required the remaining 
responsible entities to address specific 
concerns that were identified in its report, 
asking them to rectify concerns and provide 
details of actions taken.

ASIC cancels AFS licence

ASIC has cancelled the financial-services 
licence of Sydney-based Investment Advisers 
Alliance Pty Limited for failing to lodge its 
financial statements and auditor’s reports for 
four consecutive years.

The company had held its licence since 
January 2013.

ASIC deputy chairman Peter Kell said: ‘The 
annual lodgement of financial statements 
and auditor’s reports is an important part 

of a licensee demonstrating it has adequate 
financial resources to provide the services 
covered by its licence and to conduct the 
business lawfully.

‘ASIC will act on failures to lodge financial 
statements, resulting in the suspension or 
cancellation of the […] licence.’

The cancellation is part of ASIC’s efforts to 
improve standards across the industry.

ASIC will continue to contact licensees 
that have failed to lodge audited financial 
statements and take appropriate action.

ASIC cancels a suspended AFS 
licence

ASIC has cancelled the financial-services 
licence of Sydney-based Group Underwriters 
& Managers Pty Ltd for failing to lodge 
financial statements and auditor reports.

Group Underwriters provides advice on 
general-insurance and life-insurance products 
and has held its licence since June 2012.

The company’s license was suspended in 
November 2016 for failing to meet its 
obligations in consecutive years. After failing 
to lodge statements and reports during its 
suspension, the company had its licence 
cancelled on 15 May.

Peter Kell said: ‘Licensees are required to 
lodge financial statements and auditor reports 
with ASIC to demonstrate their capacity to 
provide financial services.

‘Failure to comply with reporting obligations 
can be an indicator of a poor compliance 
culture. ASIC won’t hesitate to act against 
licensees who do not meet these important 
requirements.’

Ethics
Greater clarity for due diligence on 
non-regulated disclosures

The Accounting Professional & Ethical 
Standards Board has called for stakeholders’ 
comments on proposed new guidance for 
accountants in public practice who provide 
due diligence sign-off on low-doc offerings. 

 ‘We are providing accountants with these 
proposed new guidelines […] to assist with 
determining when a due diligence sign-off is 
appropriate,’ said APESB chair Nicola Roxon. 

 Interested parties are encouraged to respond 
to exposure draft 02/17 APES GN 31 
Professional and Ethical Considerations relating to 
Low Doc Offering Sign-offs by 25 July.
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Amending standard ASA 2017-1 
issued

The Auditing Standards and Assurance 
Board has issued ASA 2017-1 Amendments to 
Australian Auditing Standards, which amends 
the following standards:

• ASA 210 Agreeing the Terms of Audit 
Engagements

• ASA 700 Forming an Opinion and Reporting 
on a Financial Report

• ASA 701 Communicating Key Audit Matters 
in the Independent Auditor’s Report

• ASA 800 Special Considerations – Audits of 
Financial Reports Prepared in Accordance with 
Special Purpose Frameworks, and

• ASA 805 Special Considerations – Audits 
of Single Financial Statements and Specific 
Elements, Accounts or Items of a Financial 
Statement.

Most of the amendments are editorial in 
nature but an amendment to ASA 701 relates 
to auditor’s reports on audited condensed 
financial reports. Aus 5.1 has been added to 
ASA 701 as follows: ‘Key audit matters are 
not required to be communicated in auditor’s 
reports on condensed financial reports 
prepared in accordance with AASB 134 
Interim Financial Reporting.’

The AUASB decided not to amend ASA 
701 and the communication of KAMs to the 
following scenarios:

• Auditor’s reports on financial reports 
containing parent entity and consolidated 
financial statements (four-column financial 
reports), and

• Auditor’s reports on stapled security groups 
and separate issuer’s financial reports.

More details may be found in the Basis for 
Conclusion ASA 701 Communicating Key 
Audit Matters in the Independent Auditor’s 
Report.

New auditor-reporting FAQs posted

The AUASB is continuing to develop FAQs 
to help stakeholders with the implementation 
of new requirements.

The following have been added to the 
AUASB website:

• Does the auditor’s report for entities which 
have products quoted on the ASX AQUA 
Market have to include key audit matters?

• What is included in the ‘Material 
Uncertainty Related to Going Concern’ 
paragraph in the auditor’s report?

Previous FAQs address:

• What has changed in the auditor’s report?

• What are key audit matters, and when and 
how are they communicated?

• Auditor responsibility statements, and how 
to refer to them on the AUASB website

• What is the auditor’s responsibility for other 
information and what does an auditor’s 
report include?

• How are matters related to going concern 
reported in an auditor’s report?

• How do changes affect special-purpose and 
summary financial reports?

The suite of new auditor-reporting 
requirements has come into effect. Reports 
look different and say more. The most 
significant change is the communication of 
key audit matters for listed entities.

AUASB chair Roger Simnett said: ‘The aim 
of the enhanced auditor’s report is to increase 
the public’s confidence in both the audit 
process and the company financial statements. 
The audit report achieves this by providing 
investors with greater transparency and 
insights into the auditor’s responsibilities as 
well as the audit process and the procedures 
the auditor [has] performed on KAMs for 
listed entities.’

AUASB May meeting highlights

Highlights of the AUASB’s May meeting 
included:

• Consideration of laws and regulations in 
an Audit: Approved the release of ASA 
250 Consideration of Laws and Regulations 
in an Audit of a Financial Report (updated 
to include references to updates to the 
Australian Code APES 110 Code of Ethics 
for Professional Accountants resulting from the 
new standard Responding to Non-Compliance 
with Laws and Regulations (NOCLAR) 
that was issued by the APESB on 30 May 
2017). Approved release of ASA 2017-2 
Amendments to Australian Auditing Standards 
(containing conforming amendments 
related to changes in the APESB code). 
Both apply from January

• Auditor’s responsibilities statements: 
Approved the release of new auditor’s 
responsibilities statements, and 

• Auditor-reporting FAQs: Approved the 
release of FAQs on ‘ASX-quoted (AQUA) 
securities’ and ‘material uncertainty relating 
to going concern’. 

Cross-Tasman essentials released

Chartered Accountants Australia and New 
Zealand has released the June 2017 editions 
of Australian Assurance Essentials and New 
Zealand Assurance Essentials. 

The publications highlight the impact of key 
accounting and regulatory developments 
on the audit of financial reports and other 
assurance engagements in each jurisdiction. 
Financial-statement preparers, auditors and 
those charged with governance should find 
them a valuable resource.

Both publications discuss new and not-yet-
operating standards. Other jurisdictionally 
specific issues include:

• Extension of transitional reporting 
requirements for ACNC entities (A)

• New requirements for registered 
organisations (A)

• Revised guidance on registered company 
auditor registration (A)

• Audit-quality focus areas of ASIC (A) and 
the Financial Markets Authority (NZ)

• Requirements for registered charities (NZ), 
and

• Changes for Mãori incorporations (NZ).

Audit



PAGE 7

GAAP ALERT #6/2017 30 JUNE 2017

ATO underlines independence

The Australian Taxation Office has released 
an updated version of the SMSF independent 
auditor’s report effective for reporting periods 
starting on or after 1 July 2016.

The ATO has also reminded auditors of the 
importance of independence. SMSF auditors 
must comply with prescribed independence 
requirements set out in APES 110 Code of 
Ethics for Professional Accountants.

The tax office advised that some threats to 
independence could be eliminated or reduced 
to an acceptable level only by declining or 
removal from an audit engagement, including 
where the auditor:

• Is a trustee or director of a corporate trustee 
or a member of the fund

• Is a relative or close associate of a trustee or 
director of a corporate trustee or a member 
of the fund

• Has prepared the accounts and the 
statements for the fund being audited (if the 
auditor is a sole practitioner, this includes 
instances where an employee has prepared 
the accounts and statements), and 

• Provided advice (such as financial or 
investment) to the fund being audited.

The audit report now includes a specific 
commitment that the auditor has complied 
with auditor independence requirements 
prescribed by the Superannuation Industry 
(Supervision) Regulations 1994 (SISR).

Further guidance on auditor independence 
and adherence to APES 110 is available in 
the Joint Accounting Bodies’ publication 
Independence Guide as well as in AUASB GS 
009 Auditing Self-Managed Superannuation 
Funds.

ASIC disqualifies SMSF auditor

ASIC has disqualified Neil Wilson of Victoria 
from being an approved self-managed 
superannuation fund auditor.

The commission determined that Mr 
Wilson had breached enough fundamental 
independence and audit requirements to 
disqualify him.

ASIC found that Mr Wilson had breached:

• Auditor independence requirements of 
APES 110 Code of Ethics for Professional 
Accountants when he audited a fund of 
which he was a member, and

• Audit documentation requirements of 
Australian auditing standards.

ASIC commissioner John Price said: ‘SMSF 
auditors play a fundamental role in promoting 
confidence in the SMSF sector so it is crucial 
that they adhere to ethical and professional 
standards. ASIC will continue to take action 
where the conduct of SMSF auditors is 
inadequate.’

SMSF

What we’ve been up to

Colin Parker has been on the road 
undertaking 30 June updates for accounting 
firms and their clients. He enjoys 
interacting with clients and meeting their 
needs.

As independent member of an audit-tender 
panel, Colin helped an NFP client to 
choose an auditor. The process included 
input into tender specifications, review of 
the tenders submitted, short-listing, drafting 
questions, participating in interviews and a 
say in the final decision. Colin commented: 
‘It was a robust process with many quality 
tenders and a pleasure to assist with the 
decision-making. It was a pity that there 
could be only one winner.’

During his travels, he managed to see the 
single-point nail-biting Western Bulldogs 
win over North Melbourne (Colin’s son 
Andrew’s team) and attended two 60th 
birthdays (twins) in Daylesford.

He was chuffed to receive the following 
comments on his LinkedIn posts and 
newsletters: ‘Well done, Colin. Love 
the passion and your dedication to 
ensuring CPAs remain well informed 
with contemporary technical knowledge, 

the benchmark of a professional.’ Another 
comment said: ‘You seem very busy and 
active on LinkedIn, which is great. You’re 
giving me excellent insights into audit and 
financial reporting.’

Jim Dixon has been representing the IPA at 
meetings of the AUASB and AASB.

As important was his re-election to the 
council of the Royal Historical Society of 
Victoria and confirmation of his chairing the 
RHSV Foundation. Jim had morning tea 
with the governor of Victoria at Government 
House to celebrate the RHSV’s publishing 
Remembering Melbourne. He has continuing 
responsibilities as immediate past president of 
the Melbourne Sunrise Probus Club Inc.

Importantly, Jim spent much time convincing 
people that he was not the Jim Dickson who 
is president of CPA Australia. Our Jim is 
somewhat younger.

Sonya has been busy with quality reviews, 
inspections, webinars, assisting clients with 
technical queries and enjoying presenting 
at conferences. She has revelled in new 
mountain-bike tracks and is looking forward 
to taking the kids to the snow.

Stephen Downes and wife visited Walhalla, 
the old mining town in the Gippsland 
hills, for the first time on the shortest – 
and one of the most miserable – days of 
winter. Nonetheless, he recommends 
the quaint train ride of 14 kilometres 
between Walhalla and Thomson that winds 
beautifully along a heavily ferned and 
forested river valley. 

The tour of the Long Tunnel Extended 
mine could be very much better, however, 
a local resident commentating but failing to 
answer properly, in Stephen’s view, some 
curly questions he posed him. Stephen, for 
instance, can’t believe that in the mine’s 
50-odd years of operation there were only 
about the same number of deaths, bearing 
in mind the dangers of mining in the 19th 
century and the first decade or so of the last.

Stephen Newman has spent considerable 
time training audit firms on the risk and 
quality requirements of accounting and 
auditing standards and alerting them to 
the existence and potential impact of 
NOCLAR on their practices. On the 
family front, his youngest son went overseas 
to complete his degree, leaving his wife and 
Stephen as empty-nesters for the first time. 
Very strange feeling, he adds.

I N S I D E  G A A P  C O N S U LT I N G
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Consulting
advice   •   training   •   risk management   •   information

All Carmen seems to be doing is travelling 
and presenting, but she did manage to sneak 
a couple of days with her kids at Torquay 
and looks forward to January in the UK 
with her family. In her spare time, she 
has been doing pre-issuance of financial 
statements for a NZ firm with Colin.

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. 

And may I share with you the following 
comment regarding a contract review we 
undertook? A partner at the accounting 
firm described the contract as ‘quite 
massive’. He went on: ‘There is a lot of 
detail and it’s not till you start working 
through it that the issues becomes 
apparent. It would appear companies 
have not realised just what is involved in 
understanding the technical and conceptual 
aspects of the standard and […] applying it 
to actual and future contracts. Thank you 
for your comments. We will review and 
work through them and discuss […] what 
the next steps are.’

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

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.

Missed a GAAPinar in series 1?

Our series of 13 GAAPinars has ended. The 
GAAP Consulting presenters would like to 
thank all those who participated and for their 
questions.

Missed one? No worries – recordings are 
available. 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.

ReportFraud independent 
whistleblower services nears

Fraud examiners says that more than 43 
per cent of workplace frauds are detected 
by someone blowing a whistle. And when 
organisations implement fraud-detection 
schemes, criminal activity is detected 50 per 
cent faster, reducing the losses and protecting 
reputations.

ReportFraud is a cutting-edge fraud protection 
tool you need to have. It’s designed to 
safeguard your organisation from fraud, 
bribery and corruption 24 hours a day, seven 
days a week. 

It allows whistleblowers to report unethical 
activity safely and – most importantly – 
anonymously.

Report Fraud’s motto is the core of what it 
does: If you see something, say something.

ReportFraud

• Allows whistleblowers to report by web 
portal, email, and smartphone

• Ensures their anonymity

• Helps your organisation select an internal 
fraud-contact person

• Sends a report of a whistleblower’s 
alleged fraud to him or her within 24 
hours

• Is available 24/7, every day of the year

• Provides tools and quarterly newsletters 
to help manage your fraud risks

• Safeguards sensitive information

• Complies with Australian law, and 

• Is an independent third-party.

Once the fraud (and any non-compliance 
with laws and regulations ‘NOCLAR’) is 
assessed and reported, ReportFraud offers 
several ways of dealing with it. 

An annual subscription to ReportFraud is 
based on employee numbers. It usually 
works out to the cost of a cup of coffee per 
person.

Can you afford NOT to investigate how 
ReportFraud can help your organisation?

Questions? Andrew Parker, chief executive 
officer, ReportFraud, andrew@gaap.com.au 
or 0401 858 889 or Colin colin@gaap.com.
au or 0421088 611.
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