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ACCOUNTING

news
Listed company reporting
deadlines
Tight reporting deadlines for Australian listed entities continue
to place strain on preparers of financial statements, members of
audit committees and their auditors. Although we are starting to
see listed entities lodging slightly earlier than in previous years,
almost fifty percent of Australian listed entities are still lodging
their annual reports in the last week of September (the deadline
being 30 September).
We continue to question why Australia has tighter corporate reporting deadlines for its listed
entities (refer Table 1 below) when compared to the US and UK and therefore we continue to lobby
for extensions in this regard, particularly as it impacts the smaller listed company sector.
Table 1: Lodgement deadlines for ASX listed entities
Deadline
Appendix 4E – Preliminary Final Report (except
mining entities)
Annual Reports

Two months after year end (31 August 2010)
Three months after year end (30 September 2010)

Table 2 below includes a summary of this season’s lodgement statistics for Appendix 4Es and
Annual Reports for 30 June 2010 year ends, from three weeks before the respective deadline, until
the day of the deadline, and even the day after the deadline. Comparative statistics from last year
are shown in brackets.
Similar trends emerge to what we have identified in previous years. These include:
• A significant proportion (more than a quarter) of Appendix 4Es and Annual Reports continue
to be lodged on the day of the deadline (28 percent of all Annual Reports and 29 percent of all
Appendix 4Es lodged on the day of the deadline).
• About half of all Annual Reports are lodged in the last week of September (week of the
deadline). In 2010, 49 percent of Annual Reports were lodged in the week of the deadline
compared to 58 percent in 2009, a slight improvement, most likely explained by the relatively
stable IFRS platform we have seen over the last few years, the only significant new Accounting
Standard for 2010 being AASB 8 Operating Segments.
• Trends are worse for Appendix 4Es, with 64 percent lodging in the last week of August (week
of the deadline), only a slight improvement from 2009 when 68 percent of entities lodged
their Appendix 4E in the week of the deadline. This trend provides confirmation that Australian
entities struggle to get their results finalised within the two month deadline period.
• Further, only ten percent of all entities are able to lodge their Annual Report one week before
the deadline (i.e. second last week in September) and only 20 percent are able to lodge their
Appendix 4Es one week before the deadline (i.e. second last week of August). Lodgement
statistics before these dates are very low, indicating that by far, the majority of entities are
having trouble meeting these deadlines.
• Lastly, 23 entities were suspended on 1 October 2010 due to their failure to lodge their Annual
Reports on time, which is the same number as were suspended last year.
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Each year BDO gathers and summarises
data to highlight the impact of Australia’s
tight reporting deadlines. This newsletter
displays the statistics for 30 June 2010
year ends and we once again suggest that
the reporting deadlines continue to place
a huge amount of pressure on the financial
reporting system for Australian listed
entities.
Also in this edition is a summary of the
new IFRS 9 requirements for recognising
fair value changes to financial liabilities
for changes in credit risk. The Financial
Reporting Panel has made its first four
determinations and we clarify the use of the
term ‘Tiers’ in different circumstances.
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Table 2: Lodgement statistics for 30 June 2010 year ends
Appendix
4Es Preliminary
Final
Reports

Annual
Reports

Listed entities with 30 June year ends

Table 4: Day of deadline and day after deadline
Hour

Number of Lodgements
Annual Reports
30/09/2010

30/09/2009

2:00am – 3:00am

1

0

7:00am – 8:00am

2

0

Deadline

30-Sep-10

31-Aug-10

1560
(1476)

952
(951)

8:00am – 9:00am

7

24

Total no. of lodgements

9:00am – 10:00am

14

14

Data not available

10:00am – 11:00am

14

19

11:00am – 12:00pm

20

15

Total no. of listed entities suspended due 23
to failure to meet lodgement deadline
(23)

277
(260)

12:00pm – 1:00pm

24

17

99.5M

40M

1:00pm – 2:00pm

24

24

28%
(33%)

29%
(27%)

2:00pm – 3:00pm

32

34

3:00pm – 4:00pm

45

46

The day after the deadline before 10am

52
(57)

14
(18)

4:00pm – 5:00pm

57

58

5:00pm – 6:00pm

52

69

Week of the deadline

49%
(58%)

64%
(68%)

6:00pm – 7:00pm

49

59

One week before the deadline

10%
(10%)

20%
(19%)

7:00pm – 8:00pm

54

57

Two weeks before the deadline

5%
(6%)

9%
(6%)

Three weeks before the deadline

3%
(3%)

3%
(3%)

No. of lodgements
The day of the
deadline

Average market
capitalisation
No. of lodgements
as % of total
lodgements

435
(490)

8:00pm – 9:00pm

12

19

9:00pm – 10:00pm

10

15

10:00pm – 11:00pm

12

12

11:00pm – 12:00am

6

8

1/10/2010

1/10/2009

12:00am – 1:00am

17

10

1:00am – 2:00am

6

9

Annual Reports
The final week
The filing statistics for the seven days leading up to the Annual Report
deadline (30 September) are included in Table 3 below. Percentages in
brackets reflect the daily lodgement as a percentage of total lodgements.
The dates in the table with no lodgements are weekends.
Table 3: Seven days leading up to 30 September 2010
Date

30-Sep
29-Sep
28-Sep
27-Sep
25-Sep
24-Sep
23-Sep
22-Sep

2:00am – 3:00am

8

5

3:00am – 4:00am

1

4

4:00am – 5:00am

1

3

No. of Entities Lodging Reports
(% of total lodgements)

5:00am – 6:00am

FY 2010

FY 2009

7:00am – 8:00am

4

1

435
(28%)
145
(9.3%)
69
(4.4%)
38
(2.4%)

490
(33%)
141
(9.5%)
64
(4.3%)

8:00am – 9:00am

10

7

9:00am – 10:00am

5

14

80
(5.1%)
45
(2.9%)
36
(2.3%)

113
(7.6%)
56
(3.8%)
39
(2.6%)
29
(2%)

The final day
The day of the deadline for filing Annual Reports (30 September) saw the
following timing profile with 252 entities filing after 4.00pm (2009: 298)
and 52 filing the day after the deadline but before 10.00am (2009: 56) as
can be seen in Table 4.

1

6:00am – 7:00am

2

Market Capitalisation of Entities
Figure 1 shows Annual Report lodgements grouped by market
capitalisation and illustrates that the tight reporting time frame impacts
most entities, but in particular that of smaller listed entities.
The trend appears to be that the number of lodgements by all entities
remains fairly low until a week before the deadline and rises drastically in
the final few days of the deadline week.
Approximately 40 percent of the entities below the top 500 by market
capitalisation lodged on the day of the deadline (30 September)
compared to the top 200 entities by market capitalisation, with only ten
percent lodging on the day of the deadline. 20 percent of entities falling
into the range of 200-500 by market capitalisation lodged on the day of
the deadline.
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Figure 1: Annual Report lodgements grouped by market capitalisation
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Clustering
Figure 2 below illustrates the market capitalisation of entities lodging their Annual Reports by 30 September 2010. Once again, we see that there is
extensive clustering in the final week leading up to the deadline, especially for those entities with smaller market capitalisation. The statistics suggest
that smaller entities are greatly affected by the tight reporting time frame. Smaller entities with restricted in-house accounting resources are ‘clustered’
within a few days of the deadline. This prevents them getting the media coverage or analyst attention that they require and also puts a significant
squeeze on audit firms in terms of resources and staffing around these reporting dates. In addition, this must place strain on directors and particularly
members of audit committees.
There should be different reporting deadlines for listed entities based on their capitalisation
Figure 2: Market Capitalisation of Companies Lodging Annual Reports – Deadline 30 September 2010
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Summary
As highlighted in BDO’s previous newsletters, we continue to believe that the tight reporting deadlines are not good for the market. In particular we
have major concerns regarding the impact these deadlines have on smaller listed entities. The tight reporting deadlines have the following negative
impacts:
• Governance risk - as annual reports are ‘rushed’ allowing insufficient time for review by audit committees and boards
• Audit risk - this level of clustering will place significant strain on the technical departments of all the major audit firms, increasing the risk of
inappropriate/ inadequate disclosure
• Auditor burn-out – many of the most talented auditors leave the profession after one too many close calls in meeting deadlines
• Overload of analysts - such a degree of clustering means that analysts will be hard pressed to review all but a handful of results in detail, resulting in
the smaller entities not being given adequate analyst attention.
The Way Forward
BDO supports the concept that there should be different reporting deadlines for listed entities based on their capitalisation - a two tier set of filing
deadlines established by market capitalisation. We believe that such a solution would go a long way toward rectifying the risks associated with tight
reporting deadlines.
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IFRS 9 – Fair value of financial liabilities and
‘own credit risk’
The International Accounting Standards Board (IASB) is currently undergoing a process of improving
and simplifying the reporting for financial instruments with the aim of replacing IAS 39 Financial
Instruments: Recognition and Measurement with a new standard, IFRS 9 Financial Instruments. There
are three phases to this project:
• Phase one, classification and measurement
of financial assets and financial liabilities
• Phase two, impairment methodology
• Phase three, hedge accounting.
The first part of Phase one of this project was
completed in November 2009 with the IASB
issuing the first chapters of IFRS 9 Financial
Instruments which deal with classification and
measurement of financial assets. In October
2010, the IASB added the requirements relating
to classification and measurement of financial
liabilities to IFRS 9 and also carried forward the
requirements for derecognising financial assets
from IAS 39 unchanged.
Most of the IAS 39 classification and
measurement requirements relating to financial
liabilities have been carried forward unchanged
into IFRS 9. That is, most financial liabilities are
subsequently measured:
• At amortised cost
• By splitting the financial liability into a
host (measured at amortised cost) and
an embedded derivative (measured at fair
value).
Changes in credit risk to be recognised in OCI
IAS 39 requires changes in the fair value of
financial liabilities measured at fair value to be
recognised in profit or loss. IFRS 9 has amended
these requirements so that fair value gains
or losses must be recognised in profit or loss,
except for the effects of changes in the liability’s
credit risk, which are recognised directly in other
comprehensive income (OCI).
Application guidance paragraph B.5.7.5 does
provide an exception to this principle, in that
when an entity designates the financial liability
as a financial liability at fair value through profit
or loss, it must determine whether recognising
changes in the liability’s credit risk in OCI would create a mismatch in profit or loss. The entity must assess whether it expects the effects of changes
in the liability’s credit risk to be offset in profit or loss by a change in fair value of another financial instrument measured at fair value through profit or
loss. This expectation must be based on an economic relationship between the characteristics of the liability and the other financial instrument. If there
would be a mismatch, all fair value gains or losses are recognised in profit or loss, including those relating to changes in the liability’s credit risk.
Transition
At date of initial application, entities can:
• Designate a financial liability as one being measured at fair value through profit or loss
• Revoke its previous designation of fair value through profit or loss (on the basis of significantly reducing an accounting mismatch), even if there
would still be an accounting mismatch on initial application.
If there is no longer an accounting mismatch on initial application date, the entity must revoke its previous designation of fair value through profit
or loss (originally made on the basis of significantly reducing an accounting mismatch). Any changes in classification are made retrospectively and
comparatives must be adjusted accordingly. It should be noted that there are some exemptions from restating comparatives where these amendments
are adopted for reporting periods beginning before 1 January 2012.
We caution early adoption because IFRS 9 is developing piecemeal and if adopted early, all subsequent changes to the standard must also be adopted
early. So when the new hedging and impairment requirements are added to IFRS 9, you will have to adopt them straight away, which may not suit your
organisation if extensive system changes are required prior to implementation.
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Financial Reporting Panel makes four
determinations
Section 323EC allows the Australian Securities and Investments Commission (ASIC) to refer financial
reports to the Financial Reporting Panel (FRP) if they are of the opinion that the financial report does
not comply with one or more of the financial reporting requirements.
The FRP is an independent expert panel comprising Chartered Accountants with expert knowledge about accounting standards and is a quicker and less
expensive mechanism for resolving disputes about accounting treatments than going through the Courts. This avenue has been available to ASIC since
2006 when the FRP was first established but this is the first year that we have seen ASIC refer matters to the FRP for resolution. The FRP recently made
two decisions in ASIC’s favour and two decisions in favour of the entities whose financial reports were subject to dispute. A summary of these decisions
is included below:
Sino Strategic International Limited (‘Sino’) – reverse acquisition accounting

Matter:

A business combination occurred in the 2005-2006 financial year (first year of IFRS) that
ASIC argued should have been accounted for as a reverse acquisition.

FRP decision:

Agreed with ASIC

Action required:

Retrospective adjustment by Sino of their financial statements, accounting for the
transaction as a reverse acquisition.

BBX Property Fund Limited (‘BBX’) – classification of trade dollars
Shares issued by BBX are settled in ‘trade dollars’, therefore creating an asset for BBX.
Trade dollars are exchanged for goods or services by BBX. At 30 June 2009, BBX classified
trade dollars as a financial asset and then in their 31 December 2009 half-year financial
Matter:
statements as ‘Trade dollar account’. ASIC contended that they should be accounted
for as intangible assets under AASB 138 Intangible Assets and AASB 136 Impairment of
Assets applied for impairment testing.
Agreed with ASIC. Should be accounted for as an intangible asset because they are not a
physical asset, nor a monetary asset. Made various determinations about how fair value
FRP decision:
of the trade dollars should be determined on initial recognition as well as how to calculate
impairment.
Action required:

Reclassify trade dollars as an intangible asset in their financial statements.

ING Real Estate Entertainment Fund (‘IEF’) – gaming and liquor licences included
as investment property
IEF held investments in hotels and clubs that it leased to tenants. Gaming and liquor
licences are attached to the leased premises. In its 30 June 2009 financial statements, IEF
included the licences as part of investment property and thus they were measured at fair
Matter:
value in accordance with IEF’s accounting policy for investment property.
ASIC contended that the licences should have been measured under AASB 138 Intangible
Assets and that they should have been measured using the cost basis because they would
not have met the ‘active market’ criterion in AASB 138 for revaluation of intangible assets.
FRP decision:

Did not agree with ASIC. Licences were not separable from the investment property and
the cash flows cannot be split into the land and buildings, fixtures or licences.

Action required:

IEF to expand their disclosure of their accounting policy so that it was clear what the
components of investment property are.

Oaks Hotels & Resorts Limited (‘Oaks’) – amortisation period for intangibles
Oaks manages strata title apartments and pays to acquire the long-term management
rights for letting. Oaks had used the life of the associated building to amortise the
Matter:
intangible. ASIC contended that it should have used the licence period (including renewal
periods specified in the current contracts).
Did not agree with ASIC. The FRP agreed it was reasonable to consider, in this case, that
expected renewals in further contracts would extend across the life of the building. This
was a Queensland contract where legislation prohibits the term of a contract being more
FRP decision:
than 25 years and some contracts contain restrictive clauses that prohibit other parties
such as real estate agents from undertaking letting activity (hence lending an argument
to using the longer amortisation period).
Action required:

-
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Clarifying the ‘Tiers’

Our lead article in July Accounting News (2010), CORPORATIONS ACT AMENDMENTS GET ROYAL ASSENT,
included a discussion on changes to the reporting requirements for companies limited by guarantee
called ‘Less burden for small companies limited by guarantee’ and summarised these reporting
requirements in the following table (which has been reproduced from our July newsletter):
Tier

One (small company limited by guarantee)

Criteria

Implications

•

Exempt from preparing financial statements under
s292(3), unless requested to do so by members
(s294A) or ASIC (s294B).

•

•
Two

Not a deductible gift recipient under Income Tax
Assessment Act 1997
Revenue < threshold (currently $250,000)

Deductible gift recipient under Income Tax
Assessment Act 1997
Revenue < threshold (currently $250,000)

•
OR
• Revenue ≥ threshold (currently $250,000) but <
$1,000,000

Audit or review of financial statements (s301(3))
Streamlined directors’ report (s300B)
Streamlined process of distributing financial
statements and reports to members (s316A)
Audit of financial statements (s301)

Three

•

Revenue ≥ $1,000,000

Streamlined directors’ report (s300B)
Streamlined process of distributing financial
statements and reports to members (s316A)

This table refers to the different sizes of companies limited by guarantees as ‘Tiers’, i.e. Tier one is the smallest where no audit or review is required on
the financial statements, Tier two are medium-sized ones where an audit or review is required, and Tier three are large ones where an audit is required.
We have identified that some readers are confused between these ‘Tiers’ and the tiers described in the same newsletter, REDUCED DISCLOSURES
STANDARD ISSUED, because they refer to different things, and in different orders. That is, for companies limited by guarantee, Tier one is the smallest
type of entity whereas for Reduced Disclosure Requirements, Tier one is generally the largest type of entity. In order to apply the Reduced Disclosure
Requirements, an entity must fall into ‘Tier two’, i.e. not be a listed company, unlisted disclosing entity, co-operative that issues debentures, etc. Tier
one entities would be those that are listed, etc.
Companies limited by guarantee
It should be noted that the term ‘Tier’ is used to describe different sizes of companies limited by guarantee and can be substituted with any alternate
description because ‘Tier’ is not an official term used in the Corporations Act. Here are examples of alternative wording that can be used to describe
types of companies limited by guarantee.
Tier
One
Two
Three

Alternative description
Small company limited by guarantee
Medium company limited by guarantee
Large company limited by guarantee

Reduced Disclosure Requirements
Tier one and Tier two are terms referred to in AASB 1053 Application of Tiers of Australian Accounting Standards and should be used as such.
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for more information

Comments sought on
exposure drafts

NSW/ACT

At BDO, we provide comments locally to the AASB and internationally to the IASB.
We welcome any client comments. If you like to provide any comments please contact
Wayne Basford.
Document

Proposals

Proposes to include general (nonlife) and life insurance liabilities
ED 201 Insurance Contracts
under same model with some
modifications for short-duration
insurance contracts.
Proposes an additional exemption
to AASB 1 to allow an entity
that has been subject to severe
hyperinflation to measure assets
ED 206 Severe Hyperinflation
and liabilities at fair value and to
(proposed amendment to AASB 1)
use that fair value as deemed cost
of those assets and liabilities in the
opening IFRS statement of financial
position.
Proposes that costs associated with
a ‘stripping campaign’ be accounted
IFRIC DI/2010/1 Stripping Costs in
for as an additional component of
the Production Phase of a Surface
an existing asset which should be
Mine
written down over the reserves that
directly benefit the campaign.
Proposes that lessees recognise
a ‘right-of-use asset’ for leases.
Proposes two models to be applied
E202 Leases
by lessors depending on whether
risk or benefits of leased assets is
transferred.
Exemptions from preparing
consolidated financial statements
(or equity accounting or
proportionate consolidation) by an
intermediate parent extended to
ED 205 Extending Relief for
situations where:
Consolidation, the Equity Method Parent is a Tier 2 entity preparing
and Proportionate Consolidation consolidated financial statements
under the Reduced Disclosure
requirements (rather than full IFRSs)
Parent entity is a not-for-profit
Tier 1 entity that is not fully IFRSs
compliant.
Proposes that additional disclosures
ED Tier 2 Supplement to ED
identified in ED 204 Deferred Tax:
204 Deferred Tax: Recovery of
Recovery of Underlying Assets
Underlying Assets (proposed
(proposed amendments to AASB
amendments to AASB 112)
112) be included in the Reduced
Disclosure Requirements.
ED Tier 2 Supplement to ED 198
Proposes various disclosure
Revenue from Contracts with
exemptions for the Reduced
Customers
Disclosure Requirements.

Comments
due to
AASB by

Comments due
to IASB by

8 November
2010

30 November 2010

Wayne Basford
Tel +61 2 9286 5452
wayne.basford@bdo.com.au
North Queensland
Greg Mitchell
Tel +61 7 4046 0044
greg.mitchell@bdo.com.au
Northern Territory
Casmel Taziwa
Tel +61 8 8981 7066
casmel.taziwa@bdo.com.au
Queensland

8 November
2010

30 November 2010

Tim Kendall
Tel +61 7 3237 5948
timothy.kendall@bdo.com.au
South Australia

8 November
2010

12 November
2010

paul gosnold
Tel +61 8 8224 5264
paul.gosnold@bdo.com.au
30 November 2010

Tasmania
Craig Stephens
Tel +61 3 6324 2499
craig.stephens@bdo.com.au

15 December 2010

Victoria
PAUL CARR
Tel +61 3 8320 2129
paul.carr@bdo.com.au
Western Australia

12 January
2011

N/A

31 January
2011

N/A

31 January
2011

N/A

Brad McVeigh
Tel +61 8 6382 4670
brad.mcveigh@bdo.com.au

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) Ltd and each BDO member firm in Australia,
their partners and/or directors, 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.
BDO refers to one or more of the independent member
firms of BDO International Ltd, a UK company limited by
guarantee. Each BDO member firm in Australia is a separate
legal entity and has no liability for another entity’s acts and
emissions. 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.
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