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On 24 June 2010, the Government delivered on its promises to reform financial reporting and
cut red tape. Some of the key changes included in the Bill include:

No more parent entity financial statements

Where consolidated financial statements are required by Accounting Standards, only financial
statements of the consolidated entity will be required for years ending on or after 30 June
2010. Unfortunately, there is a requirement to present parent entity key financial information
in the notes to the financial statements. Therefore attention is still required in respect of
difficult measurement areas e.g. impairment of inter-company loans and investment in
subsidiaries, and the fair value of inter-company loans at below market interest rates. So the
time and cost savings from these changes may not be as great as what some would have
hoped.

No more audits for small companies limited by guarantee

Small companies limited by guarantee no longer require an audit for years ending on or after
30 June 2010 and certain medium-sized ones have the choice of having an audit or a review of
their financial statements.

Dividends subject to solvency test

The ‘profit test’ has been replaced by an ‘assets must exceed liabilities test’, calculated in
accordance with Accounting Standards, for dividends declared on or after the date that

the Bill receives Royal Assent. The following types of entities may be prejudiced by these
changes: small proprietary companies that are not required to use Accounting Standards; large
proprietary companies that prepare special purpose financial reports and do not apply all the
measurement requirements of Accounting Standards; and entities with significant levels of
debt, but which are not insolvent on a cash basis.
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Easier to change year ends

It will also be much easier for companies to change year ends if certain criteria are met. In the
year of change, the financial year cannot be longer than twelve months. However, the earliest
possible date that these new rules can be applied is for years beginning on or after 1 July 2010.

Action Points

- If permitted by your constitution, start deleting all parent entity disclosures for 30 June
2010

- Companies limited by guarantee - determine whether you require or want a review or an
audit of your financial statements for 30 June 2010

« Determine whether you can still still pay dividends.

Our December 2009 Accounting News includes a summary of the proposals in the original
exposure draft and June 2010 Accounting News includes a summary of changes made to the
Bill for the House of Representatives.

The July 2010 edition of Accounting News will include a detailed summary of the final amendments.

MORE INFORMATION

1300 138 991
www.bdo.com.au

ADELAIDE < BRISBANE « CAIRNS
CANBERRA « DARWIN « HOBART
MELBOURNE « PERTH « SYDNEY

BDO (Australia) Ltd, an Australian company limited by guarantee, is a member of BDO International Limited, a UK company limited by
guarantee, and forms part of the international BDO network of independent member firms. BDO in Australia, is a national association of
separate entities (each of which, has appointed BDO (Australia) Limited ACN 050 110 275, to represent it in BDO International. Liability
limited by a scheme approved under Professional Standards Legislation (other than for the acts or omissions of financial services
licensees) in each State or Territory other than Tasmania.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.

This publication has been carefully prepared, but it has been written in general terms and should be seen as broad guidance only. The
publication cannot be relied upon to cover specific situations and you should not act, or refrain from acting, upon the information
contained therein without obtaining specific professional advice. Please contact the BDO member firms in Australia to discuss these
matters in the context of your particular circumstances. BDO (Australia) Limited and each BDO member firm in Australia, their
partners, employees and agents do not accept or assume any liability or duty of care for any loss arising from any action taken or not
taken by anyone in reliance on the information in this publication or for any decision based on it.



http://www.bdo.com.au/__data/assets/file/0008/82448/0911-Accounting_News-December-Final-Web.pdf
http://www.bdo.com.au/resources/news/newsletters/accounting_news/june_2010

