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Dear Keith

AASB Invitation to Comment ITC 46 AASB Agenda Consultation 2022-2026

Deloitte is pleased to respond to Australian Accounting Standards Board (‘AASB’ or ‘Board’) Invitation to Comment
ITC 46 AASB Agenda Consultation 2022-2026 (ITC 46).

We appreciate the opportunity to comment on the Board’s 2022-2026 priorities to ensure it is focusing its limited
resources appropriately to address the highest priority topics to its stakeholders.

Overall, we recommend the Board include the following projects to its work program as we believe progress on
these projects will result in improved financial statements that are useful to users:

e  Sustainability reporting

e Remuneration reporting

e Service performance reporting
e Digital financial reporting.

We also recommend the AASB consider adding the following potential projects to provide much needed clarity for
stakeholders in these areas:

e Auditor remuneration disclosures

e Imputation (franking) credits, including the impacts of the revised research and development (R&D) tax
offset regime

e Interpretation 1052 Tax Consolidation Accounting

e Specialised assets in the public sector.

Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited (“DTTL”), its global network of member firms, and their related entities (collectively, the “Deloitte
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Deloitte is a leading global provider of audit and assurance, consulting, financial advisory, risk advisory, tax and related services. Our global network of member firms
and related entities in more than 150 countries and territories (collectively, the “Deloitte organisation” serves four out of five Fortune Global 500® companies. Learn
how Deloitte’s approximately 312,000 people make an impact that matters at www.deloitte.com.
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KPMG

Sustainability reporting and Service Performance reporting
We support research into sustainability and service performance reporting for
reasons as outlined above in Question 2 above.

(b) Are there any other research projects you think the AASB should include
as part of its work program for 2022—-2026? Specify the scope of these
projects and take into consideration the AASB’s capacity for additional
projects.

There are no additional research projects we believe the AASB should include
as part of its work program.

(c) What priority would you give to each of the potential projects — high,
medium or low?

Area of Research Priority | Reasoning for priority

Intangible asset: High IAS 38/AASB 138 is no longer fit for purpose
recognition and with an increasing number of questions
measurement arising about how to deal with new-age

intangible assets and digitalisation which
need to be urgently addressed.

Sustainability reporting High Refer comments in Question 2(c) above.
Service performance Medium | Linked to the social responsibility aspect of a
reporting sustainability framework. Refer comments in

AASB 112 Income Taxes | Medium | Question 2(c) above.
and tax transparency

disclosures :
Digital financial reporting | Low Refer comments in Question 2(c) above.
Encouraged disclosures | Low Although this research would contribute to

the IASB Board’s Disclosure Initiative project,
given the number of high priority projects, we
consider resources should be focused on
these high priority projects.

Question 4 — Other comments:
Do you have other comments on the AASB’s activities and work program?

We have no further comments on the AASB’s activities and work program.
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Dr Keith Kendall

Chair, Australian Accounting Standards Board
PO Box 204

Collins St West

VIC 8007, Australia

7 February 2022
Dear Dr Kendall,
Invitation to Comment — ITC 46 AASB Agenda Consultation 2022-2026

We are pleased to respond to the invitation to comment on the agenda consultation of the AASB
published on 7 October 2021. Our comments are directed at Service Performance Reporting
(SPR)-related matters in ITC 46, informed by our research on the potential standardisation of SPR
for Not-For-Profits (NFPs) in Australia. In addition to our direct research on SPR, we also have
wide-ranging research experience in both the NFP sector and standard-setting, publishing articles
in a variety of leading accounting journals such as Accounting, Organizations and Society, Harvard
Business Review, Nonprofit and Voluntary Sector Quarterly, and Voluntas. While the members of
this research team are employed in the Department of Accounting at Monash University, the views
expressed in this letter do not necessarily reflect the position of the department or the university.

Our research on the potential standardisation of SPR for Not-For-Profits (NFPs) in Australia
analysed the development of ED 270 Reporting Service Performance Information, drawing on
publicly available documents and 66 interviews with a broad range of stakeholders in Australia.
The preliminary findings of our research were presented at the 2019 AASB Research Forum in
Melbourne (Hall et al., 2019), and we have since developed a Working Paper that was cited at the
November 2021 meeting of the AASB in regards to the Not-for-Profit Private Sector Financial
Reporting Framework (Hall et al., 2021). Our research points to the value of basing future SPR
standard-setting decisions on a more robust evidence base that includes analysis of international
experiences with SPR and deeper engagement with stakeholders — in particular, NFPs and donors
— many of which were not directly involved in or consulted during the development of ED 270.

We recommend undertaking a research project to inform the development of an SPR standard
and, in particular, to determine the scope of an SPR standard. To address some of the problems
raised with ED 270, the research would focus on understanding the information needs of SPR
users and identifying what is feasible for NFPs to prepare, taking into the account the diversity of
NFPs — some of which have limited capacities for external reporting.

In developing a more robust evidence base, we suggest the AASB consider: (1) recent
international experiences; and (2) deeper engagement with NFPs and donors.

1. Further research on international SPR experiences

e |n comparison with ED 270, our study suggests that the relevant standard in New Zealand
(PBE FRS 48) effective from 1 January 2022 — which comprises high-level principles — has the
potential to be more workable because it provides NFPs with flexibility to ‘tell their own story’,
rather than being required to report on measures of efficiency and effectiveness.



e Future research on SPR should include a study of the implementation of PBE FRS 48. In
addition to analysing publicly available material, the research would benefit from direct
engagement with a variety of NFPs and users of SPR in New Zealand following its
implementation.

2. Deeper engagement with private NFPs and donor communities on SPR

« AASB Research Report 14 Literature Review: Service Performance Reporting for Not-for-
Profits concludes that stakeholders prefer standardised service performance information,
particularly quantitative output-based or outcome-based measures of effectiveness. Based on
our own deep knowledge and assessment of the international research evidence, coupled with
our direct research on SPR in Australia, we believe such a conclusion is quite premature and
should not form the starting point for developing any new standard on SPR in Australia.

o Our direct research with stakeholders in Australia indicates that many of the detailed
assumptions and prescriptions in ED 270 were problematic, including the use of quantitative
measures of effectiveness. How different stakeholders would react when presented with a
more flexible standard or guidance on SPR is not well understood. Research is needed that
involves direct dialogue with representatives of large NFPs, small-medium size NFPs, and
public sector organisations, along with a variety of donors (e.g. philanthropists, grant makers,
everyday donors). Discerning the views of smaller NFPs and the potential users of this
information would be particularly important due to their limited participation in previous
consultations on SPR. In this vein, more needs to be done to encourage stakeholders to
participate in consultation exercises who are typically not involved in accounting standard
setting within the current due process framework. In particular, more could be done to specify
how the relevant stakeholders (especially the users of SPR information) are identified and
engaged in standard setting initiatives.

e Insights from deeper engagement with private NFPs and donor communities would help inform
the AASB as to whether a new SPR standard is needed, whether the standard should be
mandatory or voluntary, and crucially, how the content of any subsequent exposure draft might
be designed in such a way as to be more workable and useful to users and preparers alike.

We urge the AASB to consider these issues in its deliberations on future standard-setting activities
for SPR in Australia. We are happy to discuss any of these points in more detail.

Yours sincerely,

Makdalhu

Professor Matthew Hall
Dr Damien Lambert

Dr Richard Pucci

Dr Paul J. Thambar
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!st Treasury

Contact: Peter Gibson
Telephone: (02) 6215 3551
NSW TSY Ref: fA895939

Dr Keith Kendall

Chair, Australian Accounting Standards Board
PO Box 204

COLLINS STREEET WEST, VIC, 8007
Email: kkendall@aasb.gov.au

Dear Dr Kendall

AASB Agenda Consultation — Invitation to Comment 46

The purpose of this letter is to respond to the invitation to comment on the AASB Agenda
Consultation. HOTARAC has focussed on projects where the AASB has the capacity to undertake
Australian-specific work.

Existing Projects

HoTARAC notes that the AASB does not intend to consult about existing active projects, on the basis
that these will be completed as planned. Not all of these are necessarily on the currently published
work plan, and we referred to Paragraph 12 of the April 2021 AASB Board Paper for the full list.

In particular, HOTARAC requests that the post-implementation review (PIR) of AASB 1059 Service
Concession Arrangements be expedited, as this standard continues to cause implementation
difficulties in jurisdictions. It could be expedited by giving it priority in the series of PIRs planned for
the next three years.

Inactive Projects

HoTARAC strongly holds the view that long term discount issues should remain on the agenda as a
high priority. The nature of public sector liabilities, particularly defined-benefit superannuation,
means that minor changes in discount rates have accounting impacts that potentially dominate the
financial statements to the extent that other important issues of financial position and financial
performance are masked.

This issue was accepted onto the current AASB agenda following the previous agenda consultation.
We understand that it was made inactive, because the IASB also had an issue on discount rates.
However, the IASB project did not consider the specific issue of concern to HOTARAC.

HoTARAC also believes that remuneration reporting, for the public sector, should remain on the
agenda, due to diversity in reporting between jurisdictions.

GPO Box 5469, Sydney NSW 2001 ® Telephone: (02) 9228 4567 ® www.treasury.nsw.gov.au
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Question 2 — Potential Projects

OFFICIAL

R

(@) Do you agree that the AASB should add any of the proposed external reporting projects to
the work program? Include any feedback as to the scope of the proposed external

reporting projects.

ACAG agrees that all three of the proposed projects have merit and should be included in the work
program. Feedback on the scope of the proposed projects is provided in the table below.

Sustainability reporting

Service performance reporting
(SPR)

ACAG agrees there is a growing demand for global harmonisation and
better disclosure in this area of reporting. This project will be important to
ensure the AASB can influence key developments and achieve
consistency in sustainability reporting, particularly with any input into any
new standards proposed by the International Sustainability Standards
Board.

ACAG supports the AASB’s intent to proactively gather feedback from
stakeholders on the matter as it develops. This will ensure the AASB’s
input into international standard-setting projects is well-informed and can
mitigate issues upon implementation of any new standards and guidance
developed.

ACAG supports this project as:
» there is a growing demand for this type of reporting, and

« it can lead to more relevant and understandable information about
the entity's financial and non-financial performance, promote greater
consistency in NFP reporting and help better discharge
accountability obligations.

In the public sector context, performance information and measures are
an important accountability mechanism. This information can be used by
stakeholders to understand how efficient and effective an agency has
been in delivering its legislative objectives. The Commonwealth and
some state jurisdictions have established performance frameworks, and
some have also established assurance requirements over this
information. However, this is not the case in all jurisdictions and concerns
have been raised in the past around the quality and consistency of how
agencies report their performance in annual reports or other
accountability documents. ACAG believes having a standard would
promote greater consistency and comparability across state and territory
governments, and the Commonwealth government.

Several issues were raised on Exposure Draft 270 Reporting Service
Performance Information including:

*  whether service performance reporting should be mandatory, and if
so, when. If a standard was not mandatory, it may lead to
inconsistent application and reporting.

* whether there is a need for service performance information at a
consolidated level in the public sector

» the need to establish a user-friendly, principles-based, framework
that is not rigid and too prescriptive. This will be important to better
enable users from non-accounting backgrounds to also be able to
comply with the standard

OFFICIAL



Digital financial reporting (DFR)
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» the equally important need for those principles to be clear on
outcome measures to enable a baseline level of disclosure that can
be consistently applied by all preparers.

Additional areas ACAG believes the project could focus on include, but
are not limited to:

* understanding the information needs of users of this information

« understanding the current state of performance reporting, including
divergent practices

» researching current performance frameworks adopted in the public
and private sectors

+ researching approaches and standards that support the collection
and/or development of reliable, accurate and complete information
on which performance information and measures are based.

Reporting of performance-based information should closely align to an
entity’s objectives so that the information is relevant and should be
transparent and unbiased. A performance reporting framework should
support these principles.

ACAG suggests when developing the scope for this project, these issues
are considered and addressed to mitigate any issues upon future
implementation. ACAG also agrees with the AASB’s view that service
performance reporting and sustainability reporting are potentially closely
related projects and suggest that the scoping of each be designed to
complement one another. Scoping should also be designed with a view of
achieving consistency in reporting across states and territories.

ACAG also suggest that the AASB consider the reviews conducted by
Australian Auditors-General of performance reporting in the public sector
as the AASB Literature Review focused on academic publications and
had little material covering the public sector.

ACAG supports this project as it will be important for the AASB to be
actively involved with the Australian Government in implementing the
recommendation by the Parliamentary Joint Committee (PJC) to make
DFR standard practice in Australia.

Whilst the recommendation was to make DFR standard practice through
legislation, it will be important for the AASB to establish frameworks that
enable consistency in how DFR is prepared and presented in Australia.

ACAG would highlight that the use of DFR in the public sector has not
been considered and would suggest this be included within the scope of
the project. There are several benefits from the use of DFR that are
transferrable to the public sector such as increasing transparency,
leading to improvements in financial statement quality. It would also be
important to understand to what extent benefits outweigh the costs to
produce DFR in the public sector and their ability to embrace digital
reporting. For example, DFR would be beneficial for whole-of-government
reporting where increased transparency and increased comparability of
financial information between states and territories would be useful for
users. However, the costs may exceed the benefits for smaller agencies
within government which may justify the continued manual production of
their financial reports.

OFFICIAL



OFFICIAL

(b) Are there any other projects you think the AASB should include as part of its work program
for 2022-2026? Specify the scope of these projects and take into consideration the AASB’s
capacity for additional projects.

ACAG supports the AASB’s current and proposed work program of standard-setting projects as they
are important and relevant areas of attention for public sector financial reporting.

ACAG does not recommend the inclusion of any additional projects to the proposed AASB work
program as the current and proposed projects are adequate and cater for a range of constituents such
as for-profit entities, not-for-profit entities and public sector entities.

(c) What priority would you give to each of the potential projects — high, medium or low?

Sustainability reporting High With the establishment of the International Sustainability
Standards Board, it is likely that progress in developing
standards on sustainability reporting will accelerate
significantly in the coming years. It will be important for
the AASB to be involved in this process to ensure future
standards developed consider Australian specific issues.

Service performance reporting High ACAG supports the AASB’s view that service
performance reporting and sustainability reporting could
be closely related projects. It makes sense that these
projects be given equal priority to enable parallel scoping
that would facilitate benefits to be realised and leveraged
from both.

Digital financial reporting Medium ACAG believes digital financial reporting may take longer
to implement in Australia than sustainability and service
performance reporting due to the practical issues of
implementation. For example, preparers may need more
time to implement new systems and procedures to
produce DFR. If the Australian Government makes DFR
standard practice through legislation, this could also take
time to enact. On this basis, treating the DFR research
project as a medium priority, longer-term project may be
more appropriate.
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Question 3 — Research projects

(@) Do you agree that the AASB should add any of the proposed research projects to the work
program?

ACAG is of the view that research projects related to the proposed standard-setting projects in section
2 of ITC 46 should be added to the work program. These are complex and evolving areas of reporting
that will require research to inform the standard setting process. The reasons for this are included in
our comments on Question 2 (a).

(b) Arethere any other research projects you think the AASB should include as part of its
work program for 2022-2026? Specify the scope of these projects and take into
consideration the AASB’s capacity for additional projects.

ACAG supports the AASB’s current and proposed work program of research projects as they are
important and relevant areas of attention for public sector financial reporting.

ACAG does not recommend the inclusion of any additional projects to the proposed AASB work
program as the current and proposed projects are adequate and cater for a range of constituents such
as for-profit entities, not-for-profit entities and public sector entities.

(c) What priority would you give to each of the potential projects — high, medium or low?

Encouraged disclosures Low While ACAG believes there is merit in this research
project, other research projects are a higher priority at
this time. ACAG also notes that these types of
disclosures will be reviewed by the IASB in its
Disclosure Initiative standard-level project.

AASB 112 Income Taxes and tax  Low While ACAG believes there is merit in this research
transparency disclosures project, other research projects are a higher priority at
this time.

Intangible assets: recognition Low While ACAG believes there is merit in this research
and measurement project, other research projects are a higher priority at
this time.

Sustainability reporting High Efficiencies can be obtained by prioritising research in
both sustainability reporting and service performance
reporting concurrently with the standard-setting
projects. Sustainability reporting and service
performance reporting are novel and evolving areas
of interest and continued, targeted research in these
areas will be crucial to inform the standard-setting
process.

Service performance reporting High

Digital financial reporting High The Parliamentary Joint Committee’s
recommendation for the Australian Government to
make digital financial reporting standard practice in
Australia will create an urgency for a
standard/framework. Therefore, research on this topic
will be a high priority to inform the legislative and
standard-setting process.

Costs and benefits analysis Low While ACAG believes there is merit in this research
project, other research projects are a higher priority at
this time.

OFFICIAL
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Question 4 — Other comments
Do you have other comments on the AASB’s activities and work program?

ACAG welcomes the inclusion of the public sector financial reporting framework project on the work
plan. A contemporary and simplified public sector financial reporting framework will assist with
realigning financial reporting requirements to the current needs of users of financial reports at all levels
of government. ACAG believes this project warrants a high priority on the work plan given its
significance to the sector.

ACAG also notes and welcomes the high priority projects in Appendix C of ITC 46, including fair value
measurement for public sector entities and implementation issues related to AASB 1058 and AASB
1059.

Appendix D of ITC 46 lists the forthcoming post-implementation reviews (PIRs). ACAG agrees with the
inclusion of the post-implementation reviews of domestic standards and interpretations listed in
Appendix D on the AASB’s work plan.

While all of the PIRs are important, ACAG believes that some of the PIRs are of higher priority to the
public sector than others.

The table below outlines the PIRs that ACAG believes are higher priority for the public sector.

AASB 1059 Service Concession  The majority of jurisdictions, except Victoria (which early adopted AASB

Arrangements: Grantors 1059) applied AASB 1059 for the first time from 1 January 2020. Whilst
AASB 1059 has only been effective for a short period of time, the public
sector has encountered practical challenges and issues in its application.
Service concession arrangements are often unique and complex and can

vary from agreement to agreement. ACAG has identified some practical
application issues associated with implementation of AASB 1059.

ACAG would welcome the opportunity to provide feedback to the AASB
on implementation issues.

AASB 1058 Income of Not-for- The public sector has encountered practical challenges and issues in its
Profit Entities and AASB 15 application of AASB 15 and AASB 1058, particularly in relation to the
Revenue from Contracts with assessment of the existence of sufficiently specific performance
Customers: Appendix F obligations.

Australian Implementation ACAG would welcome the opportunity to provide feedback to the AASB
Guidance for Not-for-Profit on implementation issues.

Entities

AASB 1050 Administered Items  The AASB carried forward the differentiation in accounting treatment of
administered items of government departments from AAS 29 Financial
Reporting by Government Departments, which was only meant to be a
short-term measure. There is a need to reconsider:

» the scope of AASB 1050 as this does not reflect contemporary
government structures where agencies other than departments
manage administered items on behalf of the government, for
example in NSW, Treasury mandates the application of AASB 1050
to all general government sector entities.

* giving the disclosure of administered items more prominence in the
financial statements, including whether other disclosure requirements
in accounting standards should be disclosed for administered items.

OFFICIAL
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AUSTRALASIAN COUNCIL
OF AUDITORS GENERAL

Standard/Interpretation Reasons

It would also be beneficial to include guidance on:

key criteria for “controlled” or “administered”, including how these
terms link to an entity’s potential role as merely an “agent”
responsible for administering items on behalf of the government

the disclosure requirements when more than one agency may
administer the item.

OFFICIAL



Hello AASB

Please find attached the Australian Bureau of Statistics submission to ITC 46. These were prepared by Standards and Statistical Infrastructure Section and the
Finance and Wealth Branch of ABS, and we have consulted with internal stakeholders about the AASBs ITC 46 Agenda Consultation for 2022-26.

Please note: ABS Suggested Projects from a public sector perspective as identified by our Finance and Wealth Branch are included in the ABS Suggested
Projects section of the document. Finance and Wealth Branch have also contributed to the Heads of Treasuries Accounting and Reporting Advisory
Committee (HOTARAC) public sector’s ITC 46 submission which will be separately submitted to AASB.

In the tables below, we have noted which of AASBs inactive, potential and research projects are of interest or importance to the ABS and the reasons why.
We have also made some suggestions about other research projects the ABS believes should be added to AASBs forward work program.

Our comments and suggestions have incorporated your questions, such as

Inactive projects

* Are there any inactive projects you think should be retained in the AASB 2022—-2026 work program?

Potential projects

* Do you agree that the AASB should add any of the proposed external reporting projects to the work program? Include any feedback as to the scope of the
proposed external reporting projects.

* Are there any other projects you think the AASB should include as part of its work program for 2022—-20267 Specify the scope of these projects and take
into consideration the AASB’s capacity for additional projects.

e What priority would you give to each of the potential projects — high, medium or low?

Research projects

* Do you agree that the AASB should add any of the proposed research projects to the work program?

* Are there any other research projects you think the AASB should include as part of its work program for 2022-20267 Specify the scope of these projects and
take into consideration the AASB’s capacity for additional projects.

e What priority would you give to each of the potential projects — high, medium or low? Other comments

Other comments

¢ Do you have other comments on the AASB’s activities and work program.

Table of Contents

e Comments on Inactive Projects
e Comments on Potential Projects
e Comments on Research Projects
e ABS Suggested Projects



Comments on Inactive Projects

ABS Comments

For Profit Sector projects

e Remuneration reporting

Low Priority Project for ABS.

ABS has no stake or interest in retaining this project in the AASB 2022-26 work program as this project should have
minimal impact on the ABS Statistical Program.

Employee Earnings and Hours (EEH) collect information on Senior Executive Remuneration under ANZSCO 1111 (Chief
Executives and Managing directors) through surveys and potentially administrative data, but less likely to use
information reported through financial statements and annual reports.

There may be impacts on data confrontation of compensation of employees estimates in the National Accounts from
any change to the proposed associated disclosure on executive remuneration, but this would only provide a partial
indicator for data confrontation at best.

e Crowd-sourced equity funding (CSEF)

Low Priority Project for ABS.

This project should have minimal impact on the ABS Statistical Program as SSl is not aware of any known statistical
surveys that would collect or publish information on how an entity gets funding. As this project focuses on changes
to regulatory framework and reporting of CSEF, especially to support small business in fund raising opportunities, it
should have little consequence to ABS statistical operations as small business are unlikely to be widely surveyed in
our economic survey collections.

Not For Profit Sector Projects

e Definition of Fundraising

Medium Priority Project for ABS
IABS recommend retaining this project in the AASB 2022-26 work program.

Having a standardised definition of fundraising across all Australian jurisdictions would be supported by ABS, as it
would improve the current transfer estimates and support future Non-Profit Institutions (NPI) satellite account.

Equally important is that this and other forms of donations are identified in financial statements. and are well-
distinguished from payments for services.

Other Projects

e Cooperatives and mutual entities (CMEs)

Low Priority Project for ABS.
IABS has no stake or interest in retaining this project in the AASB 2022-26 work program

This project looks more into providing additional guidance to Cooperatives and Mutual Entities in how they should be
reporting and disclosing information in their financial statements and how they report on their activities to achieve
their objectives. The project is also aimed to improve understanding of the financial statements of CMEs.

There should be limited impact on any data received by the ABS due to the guidance note issued by AASB and

therefore is not a priority item for the ABS.




Comments on Potential Projects

ABS Comments

Sustainability reporting

High Priority Project for ABS
Ties in with SNA 2008 discussions at the International Statistical fora and Australian Climate Service.

As part of the System of National Accounts 2008 (SNA 2008) review process, the Inter-Secretariat Working Group on
National Accounts (ISWGNA) of UN Statistical Commission has identified the theme of "well-being and sustainability"
and added it to the SNA Research Agenda. The revised SNA is expected to be published in 2025.

The research agenda emphasises the need to develop a guidance note in providing clearer links between broader
issues of well-being and sustainability and develop an overarching accounting framework, in which statistics on
economic, societal, and environmental issues are integrated (not necessarily monetised).

For details on SNA research agenda on "Well-being and Sustainability" please refer to the following document
Detailed RA Issues.pdf (un.org)

Discussion on Climate change is currently very topical both nationally and internationally and the policy needs around
the topic is significant. ABS is also working collaboratively with the Australian Climate Service on a project to deliver
improved understanding of socio-economic exposure, impact and vulnerability to natural hazards and climate risks.
Survey areas in ABS that are involved in collating Environmental-economic accounts have noted this as a high priority
project. There are currently a range of international efforts to harmonise standards in this space, and the accounting
standards through the International Sustainability Standards Board is a positive development to harmonise business
reporting requirements with ABS's statistical needs. The International Public Sector Accounting Standards Board
(IPSASB) is consulting on the inclusion of natural capital assets on government's balance sheet so hopefully these
initiatives are linked.

Given the existing and growing demand for useful and robust disclosures relating to Climate related statistics, the
AASB project on sustainability reporting has the potential to address any data gaps associated with ABS's
Environmental Account Statistics and measuring the impact of climate change.

The key issue for national accounts which has a strong relevance to sustainability reporting would be the treatment of
depletion of natural resources and whether this should become a production cost.



https://unstats.un.org/unsd/nationalaccount/docs/Detailed_RA_Issues.pdf

Service Performance Reporting

Low Priority Project for ABS

This project will affect both private and public sector NFP. As the ABS survey program does not currently capture how
entities are performing in meeting their expectations, this project would not be of interest to ABS. However, we
recognise that any service performance information reported, especially quantitative information, on output/volumes
produced by the entity including inputs used to produce those outputs to some extent may be useful for data
confrontation purpose for Not-For-Profit sector.

Digital Financial Reporting

Medium Priority Project for ABS

As the remit of this project is to standardise the use of digital financial reporting, the general impact on current ABS
survey data collection would be minimal.

However, ABS has a general interest in the project as, to reduce provider burden, the ABS is investigating different
data sources such as use of administrative data from accounting software. Digital Financial reporting requirements
may lead to modifications of existing accounting software as used by a business to generate financial statements.

Therefore, this project may have some impact on administrative data usage.




Comments on Research Projects

ABS Comments

Potential accounting standards research projects

e Encouraged disclosures

Low Priority Project for ABS

Project aims to look at encouraged information disclosures on financial statements. Although disclosure will not alter
or affect how data is received by the ABS or have an impact our data collection, additional disclosure in financial
statements are useful sources for data confrontation in macro-economic statistics.

e AASB 112 Income Taxes and tax transparency
disclosures

Low Priority Project for ABS

Project looks at the usefulness of tax disclosure statements as required under AASB 112. Although this project will
not affect the data received by the ABS or the compilation of statistical information, any tax disclosure will be
beneficial in confronting tax estimates collected by our economic survey collections.

e Intangible Assets: recognition and measurement

High Priority Project for ABS

This is a priority project for ABS as there are measurement challenges associated with intangible assets such as need
for timely data source for valuing intellectual property products. There is currently no requirement to break down
intangible assets into lower-level categories in financial statements making comparison across entities very difficult.
Having publicly available disclosure on intangibles along with various assumptions and measurement methods for
intangible assets in business accounting would assist in accurately reflecting their impact on Australian economy.

When completing the AASB intangible asset survey, ABS also noted the asymmetry issue in the treatment of
intangible assets between AASB and the System of National Accounts (SNA). The internally generated intangible asset
rules of AASB 138 relating to research and development results in a majority of this investment being captured as an
expense whereas in the ABS, it is captured as capital expenditure.

The scope of intangible assets is also under review as part of the SNA 2008 review to include data in the production
and asset boundaries.

A key gap is capturing estimates related to databases. The exhaustiveness of software and databases (as financial
reporting requirements) are much more conservative than the System of National Accounts 2008 (SNA) and the likely
recognition of data in the future. Another issue is the line between non-produced intangible assets (e.g., goodwill,
trademarks, permits and licences, etc) and produced intangible assets (e.g., intellectual property products, computer
software, artistic originals, Research and Development) which flow into different components of national accounts
estimate. For example, transactions related to only produced intangible assets are in scope of Gross Fixed Capital
Formation (GFCF).

As a result, ABS wish to be involved in standard setting projects associated with Intangible assets.

Potential External reporting research.




e Sustainability reporting

High Priority Project for ABS
As this project would support the proposed potential standard-setting project related to sustainable reporting as
discussed earlier in this ITC.

This project is a high priority for ABS. As discussed earlier, "well-being and sustainability" is identified as a priority on
SNAs research agenda as part of 2008 SNA review. Please refer to the section on potential projects for more
information/details for considering this project as a high-priority project for ABS.

e Service performance reporting

Low Priority Project for ABS

This potential project would build off work already done by the AASB, namely the AASB Research Report 14:
Literature review

Research Paper No. 14 (aasb.gov.au)

As this project would feed into any subsequent AASB standard setting projects, “Service Performance Reporting”
as discussed earlier in this ITC, it is a low priority project for ABS.

Potential emerging technology and reporting
research projects

e Digital financial reporting

Medium Priority Project for ABS

This research project would be done in conjunction with the proposed Digital Financial Reporting project. This
research would investigate a literature review along with other research activities to support any proposed standard
setting around digital financial reporting.

As previously noted, the ABS is investigating the wider use of administrative data from Accounting Software to reduce
provider burden. Digital Financial reporting requirements may lead to modifications of existing accounting software
as used by a business to generate financial statements. Therefore, this project may have some impact on
administrative data usage and is of interest to the ABS.

Potential research projects about enhancing
standard-setting process

e Costs and benefits analysis

Low Priority Project for ABS
This research would undertake a literature review on how best to develop models for undertaking cost and benefit
analysis work that are relevant to different sectors that are affected by accounting standards work.

As this research will have no impact on ABS data or data collection activities it is not a priority for ABS.



https://www.aasb.gov.au/admin/file/content102/c3/AASB_RR14_LitReviewOfSPR.pdf

ABS Suggested Projects

ABS Comments

AASB's guidance on how free digital services (such as
social media), digital data and crypto assets can be
recognised, measured, and disclosed in business
accounting.

(High Priority Project for ABS)

As part of the review of the System of National Accounts 2008 (SNA 2008), the Inter-Secretariat Working Group on
National Accounts (ISWGNA) is currently circulating various guidance notes related to the SNA research agenda.
Digitisation is a broad theme of the SNA research agenda, and the measurement of the digital economy through
compilation of digital supply use table is a statistical priority for ABS.

The digital economy has spawned free digital products which may be produced by volunteers, by consumers
themselves or by platforms which are funded by advertising revenue. In recent years, there has been an explosion in
the generation of data, and the use of data, notably in advertising-based business models. This created the need for
guidance on whether data should be part of the asset boundary, whether it should be considered as produced or non-
produced assets and how data should be valued.

In terms of the topic “free digital services and digital data”, it would be useful to

1. measure the production/consumption of free digital services, and

2. to recognise data as an asset and measure data base.

IAny disclosures on market valuations of data holdings, transactions in data/databases, or classification in the
accounting standards of in-house work on own-account software and own-account software/databases would be
useful to National Accounts.

With the rapid development in issuance and use of crypto assets for transactions, there is also a need to develop
guidance on the treatment of crypto assets and of compilation techniques, including data sources. Further research is
needed on the recording of crypto assets with particular emphasis on their use as medium of exchange or store of
value. The current guidance that has been developed for crypto assets is considered as interim (i.e., they are treated
as a financial asset), pending future development of crypto assets (e.g., regulatory measures). Identifying the value of
transactions associated with Crypto currencies and holding gains/losses associated with them would be very useful to
ABS.

For details on SNA research agenda on digital assets, issues on data and treatment of digital assets, please see the
attached file and following document links.

Detailed RA Issues.pdf (un.org)

M14 5 3 1 Recording of Data in SNA.pdf (un.org)
SNA/M1.20/5.3.2 - Treatment of free digital assets and services (un.org)
M15 7 4 Recording Data Pres.pdf (un.org)

SNA/M1.21/7.4 -The Recording of Data (un.org)



https://unstats.un.org/unsd/nationalaccount/docs/Detailed_RA_Issues.pdf
https://unstats.un.org/unsd/nationalaccount/aeg/2020/M14_5_3_1_Recording_of_Data_in_SNA.pdf
https://unstats.un.org/unsd/nationalaccount/aeg/2020/M14_5_3_2_Free_Digital_Assets_Services.pdf
https://unstats.un.org/unsd/nationalaccount/aeg/2021/M15_7_4_Recording_Data_Pres.pdf
https://unstats.un.org/unsd/nationalaccount/aeg/2021/M15_7_4_Recording_Data.pdf

Disclosures in Financial statements related to
measuring globalisation
(Low Priority Project for ABS)

As part of the review of the System of National Accounts 2008 (SNA 2008), the Inter-Secretariat Working Group on
National Accounts (ISWGNA) is currently circulating various guidance notes related to the SNA research agenda.
Globalisation is one of the broad themes of this SNA research agenda.

Some of the issues related to global production include:

e recording of international flows of intra-company services of multinationals

e transactions related to outsourcing activities

e identification and measurement of non-financial and financial assets and liabilities for the global operation
activities of Multi-National Enterprises (MNEs).

Some data items that would be useful to ABS are royalties transactions with affiliates by country, transfers of
Intellectual Property (IP) on the balance sheet by country, interest paid and received with affiliates by country.

Any related disclosures in these areas would benefit macro-economic statistics.

Please see the link below for details of the issues under the globalisation theme.
Detailed RA Issues.pdf (un.org)

Reporting of provision expenses
(High Priority Project for ABS)

IABS is unsure about the current extent of detail required in financial statements for provisions for customer
remediation, legal settlements which seems to have increased in incidence recently. The important issue for National
Accounts is ensuring that Compensation of Employee estimate (COE) and intermediate consumption are correctly
estimated. Compensation of employees comprises wages and salaries (in cash and in kind) and employers' social
contributions. Intermediate consumption or intermediate use consists of the value of the goods and services
consumed as inputs to the production process.

Provisions are often lumped in expenses in our annual economic activity survey and in recent years have been key
drivers to intermediate consumption for some industries. Provisions such as legal settlement on pay affects COE
estimates, in the sense that any unpaid wages of salaries which workers are legally entitled to but have not been paid
should be in scope of COE estimate. However, as these legal settlement on pay have not been paid to employees,
these are not currently reported as COE estimate by businesses in our economic survey.

Also to note that payment of legal settlements (apart from any legal services, which are considered as Intermediate
use of a business) are treated as current transfers in the income account and thus flowing into different components
of national account estimates. Sometime values associated with these payments are also very large.

Furthermore, timing recognition of many provision expenses such as payment of legal settlements is not in line with
the economic event, leading to a range of adjustments being required in economic statistics to our accounting source

data. As a result, reporting of provision of expenses will be useful to ABS.



https://unstats.un.org/unsd/nationalaccount/docs/Detailed_RA_Issues.pdf

Discount rates
(High Priority Project for ABS)

This suggested project has been raised by the Government Finance Statistics work program at the ABS.

Currently there are a range of different discount rates being used to value certain liabilities. This leads to inconsistent
measurement and in some instances, volatility in measurement between reporting periods. Provision of guidance as
to which discount rate to use to value superannuation liabilities and long-term employee benefit liabilities would
enable a more harmonised approach across jurisdictions and less volatility in data series. This would also increase the
international comparability of Australia’s reported liabilities against these categories.

Harmonisation differences between accounting
standards and Government Finance Statistics (GFS)
(High Priority Project for ABS)

This suggested project has been raised by the Government Finance Statistics work program at the ABS.
The ABS strongly advocates for the maximum achievable harmonisation between Generally Accepted Accounting
Principles (GAAP) and GFS principles, which is supported by AASB 1049. Harmonisation differences have increased in

recent years due to standard changes which in turn leads to further burden on data providers and data compilers.

It would be beneficial to address these harmonisation differences in a strategic way moving forward, to increase the

comparability and interpretability of different data sources that report on public sector finances in Australia.

Contact Details for ABS

If you need to speak with the ABS about this submission, please contact

Shane Johnston

Economic Standards | Statistical Standards and Infrastructure Section

Statistical Infrastructure Branch | Industry Statistics Division
(P) (03) 9615 7323 (E) shane.johnston@abs.gov.au (W) www.abs.qov.au

The ABS Privacy Policy outlines how the ABS handles any personal information that you provide.

Afroza Rahman

Data and Metadata Management Specialist

Statistical Standards & Infrastructure | Statistical Infrastructure Branch | Australian Bureau of Statistics

(P) (02) 6252 6652
(E) afroza.rahman@abs.gov.au

(W) www.abs.gov.au



mailto:shane.johnston@abs.gov.au
http://www.abs.gov.au/
http://www.abs.gov.au/privacy
mailto:afroza.rahman@abs.gov.au
http://www.abs.gov.au/
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Dear Keith

Australian Accounting Standards Board - AASB Agenda Consultation 2022-2026 - Invitation to
Comment ITC-46

Thank you for the opportunity to comment upon the Board’s Invitation to Comment on its agenda
consultation paper (ITC-46).

We write as Chair of the Australian Business Reporting Leaders Forum (BRLF) and Executive Director of
the Deakin University Integrated Reporting Centre (DIRC) respectively. The Deakin University Integrated
Reporting Centre provides the Secretariat for the BRLF. This is our response to the Invitation to
Comment, and in particular, the questions raised.

We have not commented on all questions, instead focusing on potential project and research project
matters of most importance to the DIRC and BRLF — sustainability reporting, service performance
reporting in the not-for-profit sector, and digital financial reporting. We also believe that these are the
three projects that are of the most importance to all stakeholders in the Australian corporate reporting
system.

1. Do you agree that the AASB should add projects on sustainability reporting, service performance
reporting and digital financial reporting to the work program?

We believe that the AASB should add projects on sustainability reporting and its connectivity to
integrated reporting, service performance reporting in the not-for-profit sector, and digital financial
reporting. For each of these topics we have additional comments that we would like the AASB to
consider.

Our comments reflect the DIRC's desire to see Australian corporate reporting evolve to respond to the
changing information needs of the public, in a manner aligned with developments in the global
corporate reporting system. Researchers at the DIRC have undertaken related research to establish an
evidence-base that can be used to inform these projects, and inform our response to this consultation.
We are happy to share this evidence-base with the AASB.

Sustainability Reporting

A project on sustainability reporting must be added and prioritised. The AASB'’s sustainability reporting
project should not be approached in a silo — it needs to be set in the context of the entire global and
Australian corporate reporting system. It should address integrated reporting which provides the basis
for connectivity between financial reporting standards and sustainability disclosure standards, and so
the way in which the non-mandatory International Integrated Reporting <IR> Framework is used in
Australia. The primary reference to the <IR> Framework is in Recommendations 4.3 and 7.4 in the
Fourth Edition of the ASX Corporate Governance Principles and Recommendations.
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The diagrams below have been sourced from the Value Reporting Foundation’s February 2022 pack
explaining the Value Reporting Foundation’s (VRF) role in the IFRS Foundation (IFRSF) in the
establishment of a global baseline to be picked up as appropriate in individual markets.

As stated in our response to ITC 48, we believe that the Financial Reporting Council should play a key

role in establishing this connectivity, emulating the role of the IFRS Foundation in Australia after the VRF

is consolidated into the IFRSF in the months to come. That will require close interaction with the ASX

Corporate Governance Council.

The distinctive contributions of the <IR> Framework is in guiding preparers on how to describe their

business — their purpose, strategy and resource allocation, governance, business model (including the
process to ensure the integrity of corporate reports) and risk management - in their corporate reports,

and select the metrics to measure and report the performance and prospects of their businesses:

e The first diagram shows that the <IR> Framework will sit above the IASB and ISSB, providing the
basis of connectivity between IASB and ISSB Standards, and the context for reports using those

Standards to determine the metrics in their corporate reports.

e The second diagram, often referred to as the ‘nested materiality diagram’, shows how
integrated reporting is the foundation of both IASB and ISSB Standards
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The AASB project should be set in this global context, where the strategy to be adopted by the ISSB is to

be ‘climate first’, not ‘only climate’.

Compatible standards and global baseline approach

< PR

porting (broader multi-stakeholder focus) Jurisdictional

Reporting on all sustainability matters that reflect significant positive initiatives/GRI

or negative impacts on people, the environment and the economy

i
1
1
1

IFRS Sustainability Disclosure Standards will focus on investor needs but will be compatible with
ads,

R 4

This response should be read in the context of our recent submission on ITC-48 on Extended External
Reporting, which included recommending maximum global alignment and taking a ‘whole of system’
approach, involving both the FRC and ASX Corporate Governance Council.

In particular, we recommended that there should be an Australian equivalent of the ISSB (‘owner’ of
ISSB and Australian equivalents) — a ‘third board’. We said:

“The AASB position should be applied so as to be consistent with the manner in which I1SSB
Standards are to be adopted in Australia, either mandatory or voluntary. If the precedent of
Australian Accounting Standards is followed, which we favour, this would be by law and on a

mandatory basis. If this is the case, phase in first time adoption rules will be required. Other regions
(eg the EU) and countries (eg TCFD Recommendations will be mandatory for large companies in the

UK from April 2022 and New Zealand) are following a mandatory path.
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We believe that a third board to sit alongside the Australian Accounting Standards Board and Australian
Auditing and Assurance Standards Board under the oversight of the Financial Reporting Council —
perhaps an Australian Sustainability Standards Board — should be formed as a matter of urgency.

This board can be strongly aligned with the Australian Accounting Standards Board but with its own
objectives, resourcing and appropriate expertise. That expertise will focus on sustainability and
integrated reporting.”

A third board would have:
e Appropriate mandate and independence from financial reporting setting;

e Obijectives tailored to the role of the Australian equivalents to ISSB Standards and in the context
of the whole of system approach;

e Dedicated resourcing — with no conflicts in resource allocation to financial reporting standard-
setting — delivering the right expertise: business, integrated reporting, and ESG / sustainability
reporting. Standard-setting expertise can best be achieved by resource sharing with the AASB.

The expertise suggested above will be required in the body analysing the outcomes of this consultation.

A critically important connectivity consideration in relation to the use of the ISSB Standards in Australia
is that standards must be the basis of ‘suitable criteria’ for assurance under international Standard on
Attestation Engagements ASAE 3000, ‘Assurance Engagements Other than Audits or Reviews of
Historical Financial Information. We encourage the AASB to work closely with the Australian Auditing
and Assurance Standards Board on assurance issues in relation to Australian equivalents of ISSB
Standards.

Our research shows that the demand for sustainability information is widespread, spreading down to
small to medium size enterprises (SMEs) being commonly requested to communicate information of
this nature. We recommend that the AASB project be clear on which entities sustainability reporting
requirements will apply to, and if guidance is developed, that consideration be made as to how this
guidance can be appropriately applied to the various types of entities from which this information is
currently being sought.

We make two other observations:

e Sustainability reporting needs to be embraced by the AASB’s digitisation initiative (refer below).
The often-quoted work of Ocean Tomo contains research findings indicating that only 10% of
market capitalisation is represented by assets recognised under IFRS. Accordingly, the maximum
return on a digital reporting investment will be delivered by coverage of the Australian
equivalents to ISSB Standards and well as the Australian equivalents to IASB Standards;

e We recommend that the ‘financial / non-financial’ distinction not be used. At least in the long
term, all matters have a financial consequence. The question at particular reporting dates is
whether those financial consequences are presently material. This is a key feature of the
‘nested materiality diagram’. We would only use that distinction if ‘financial’ is clearly defined to
be matters recognised in the Australian equivalents to IFRS.

Service Performance Reporting
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We also regard an AASB project on service performance reporting as being highly important, but not as
high as the sustainability reporting. This is because some of the issue is currently being addressed by the
ACNC, where information is requested on the Annual Information Statement on how charities and not-
for-profits are achieving their objectives.

The DIRC sees this information as being important information for charities and not-for-profits. As with
sustainability reporting, this topic is aligned with broader reporting of information being demanded by
report users, and consistent with alignment with the intentions of the <IR> Framework. Accordingly, we
concur with this project being given high importance on the basis that service performance reporting
and sustainability reporting are potentially closely related projects, with their own nuances regarding
alignment.

The project should be designed to learn from prior attempts at developing a standard on service
performance reporting and ensure that this is undertaken in close liaison with the ACNC, again being
consistent with taking a whole of system, connected approach to the Australian corporate reporting
system.

There is a wealth of knowledge to be gained from the New Zealand Accounting Standards Board from
the development of their standard in this area, and thus the AASB should aim to learn from those
experiences, including any research undertaken on the implementation of this standard.

Also, another learning point from the New Zealand experience was the importance of working closely
with the Auditing and Assurance Standards Board.

Much research has been done in Australia, and it is important to learn from this.

Digital Financial Reporting

Consistent with our responses above regarding taking a whole-of-system approach and system
connectivity, we believe that there should be an AASB project on digital corporate reporting, not only
digital financial reporting.

Just as the world has moved on from a financial reporting-only corporate reporting system model, so
must digital reporting cover not just financial reporting, nor sustainability reporting (refer comments on
Ocean Tomo research above).

We are not saying that the digital corporate reporting project should cover only XBRL, but it does
provide a useful focus for the discussion. The AASB may find the attached publication about automated
corporate reporting to be of some assistance.

Just as the Australian equivalents to IFRS would provide an appropriate underlying taxonomy for digital
financial reporting, the Australian equivalents to ISSB Standards will provide an appropriate underlying
taxonomy for digital sustainability reporting.

Our work on integrated reporting for SMEs has identified a demand for digital reporting information
even from the SME sector, but the form of information demanded, mainly through either supply chain
or financial capital provider requests for broader information, is currently very disjointed, and any
structure, and automation, would be very beneficial.
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As we analyse various corporate reports to assess report quality, we are very constrained by the format
of the reporting, and the inability to compare across reports. This depletes our ability to provide a most
beneficial evidence base from research in Australia.

Prioritisation of these three projects

We would assign the following priorities to these projects:
e Sustainability reporting — Highest priority
e Digital corporate reporting — Medium-High priority
e Service performance reporting in the not-for-profit sector — Medium-High priority

Further, if total resourcing available would only be sufficient for sustainability reporting, then it should
all be allocated to that project. Hence our rating of this project as highest priority.

Available further resources should be allocated equally between digital corporate reporting and service
performance reporting in the not-for-profit sector. Hence our rating of these projects as medium-high
priority.

2. Do you agree that the AASB should add research projects on sustainability reporting, service
performance reporting and digital financial reporting to the work program?

There is a lot of research available on these projects, and experiences from other standard-setters. This
research should first be evaluated for its ability to inform the objectives of the AASB, and identify
knowledge gaps. Research projects on sustainability reporting, service performance reporting and
digital financial reporting to address these knowledge gaps should be added to the work program.

Should you require further information, we can be contacted at the below e-mail addresses.

Yours faithfully

] o
o e
[af’“té”fﬂg {X 4;*"" g

/

John Stanhope Peter Carey

Chair — Australian Business Reporting Leaders Executive Director — Deakin University Integrated
Forum Reporting Centre

john.v.stanhope@gmail.com p.carey@deakin.edu.au
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About the Deakin Integrated Reporting Centre

The purpose of the Deakin Integrated Reporting Centre is to promote the adoption of integrated
reporting in Australia and internationally and support research, thought leadership and education in
integrated reporting, with the aim that the Centre be recognised by the profession, business
community, government and academic institutions as an international leader in this field.

About the Australian Business Reporting Leaders Forum

The purpose of the Australian Business Reporting Leaders Forum is to drive positive reform in Australian
business reporting. It is a discussion forum on topical issues for providing education, ascertaining points
of view, making submissions on relevant matters and advocating for change in Australian business
reporting - to better inform both the capital markets and broader stakeholders on an organisation's
performance and future prospects.

Page 6 of 6



ITC 46 sub 16

CPA Australia Ltd

ABN 64 008 392 452

Level 20, 28 Freshwater Place
Southbank VIC 3006 Australia
GPO Box 2820 Melbourne
VIC 3001 Australia

T 1300737 373

Outside Aust +613 9606 9677
cpaaustralia.com.au

25 February 2022

Dr Keith Kendall

Chair

Australian Accounting Standards Board
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Collins Street West

Victoria 8007

AUSTRALIA

Via website: www.aasb.gov.au

Dear Keith
Invitation to Comment — ITC 46 AASB Agenda Consultation 2022 -2026

CPA Australia represents the diverse interests of more than 168,000 members working in over a 100 countries and
regions around the world. We thank you for the opportunity to comment on the above Invitation to Comment (ITC)
and make this submission on behalf of our members and in the broader public interest.

We are pleased to provide the following two recently published CPA Australia research reports which we believe are
relevant to some of the projects considered in the ITC:

e Annual Reports of Australian Not-for-profit Organisations: Insights from Internal and External Stakeholders - this

report sets outs findings from research exploring user needs of Australian not-for-profit (NFP) annual reports
which could inform the direction of the ongoing AASB Not-for-profit Entity Standard-Setting Framework project
and the potential standard-setting/research project on Service Performance Reporting.

e Digital Corporate Reporting: Global Experiences from the G20 and Implications for Policy Formulation - this

report summarises a study of digital reporting practices in the G20 and selected other jurisdictions. CPA Australia
is a supporter of mandated digital reporting in Australia (for listed companies) and we commissioned this study to
assist the policy developments associated with introducing mandated digital reporting in Australia. The findings
from this study may also assist the direction of the AASB's potential standard-setting and research projects on
digital financial reporting.

In respect of the proposed standard-setting and research projects on Sustainability Reporting, we refer you to the
comments provided in our submission in response to /nvitation to Comment 48: Extended External Reporting. These
comments are likely to be relevant to the projects on Sustainability Reporting proposed in this ITC.

CPA Australia conducted a member survey' on the proposals in the ITC to inform our responses to the questions
raised on the projects under consideration for the 2022-2026 AASB work program. We have incorporated the survey
feedback as part of our detailed responses to the ITC questions in the Attachment to this letter.

Three potential external reporting projects

The survey responses indicate strong support for the inclusion of projects on Sustainability Reporting (75%) and
Digital Financial Reporting (86%) in the AASB work program for 2022-2026. Respondents indicated that Sustainability

1 The member survey was conducted between December 2021 and January 2022 and included 56 responses.
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Reporting should be given a high priority (69%), while feedback was split almost equally between high priority (46%)
and medium priority (44%) for the Digital Financial Reporting project. A majority of responses (59%) supported a
project on Service Performance Reporting as a medium priority (52%).

Research projects

The survey responses indicate strong support for inclusion of research projects in the work program on Intangible
Assets: Recognition and Measurement (82%) and Sustainability Reporting (75%). Details of responses to other
research project questions are included in the Attachment.

If you have any queries about this submission, contact Ram Subramanian, Senior Manager — Reporting and Audit
Policy, on 03 9606 9755 or ram.subramanian@cpaaustralia.com.au.

Yours sincerely,

@‘Z&Wfé

Dr Gary Pflugrath FCPA
Executive General Manager,
Policy and Advocacy
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Attachment

Question 1 - Inactive projects
Section 2.3 and Table 2 summarise inactive projects on which the AASB is seeking stakeholder feedback.
Are there any inactive projects you think should be retained in the AASB 2022-2026 work program?

To help the Board consider the feedback, please provide reasons explaining your views and other relevant
information, including feedback on the project’s proposed scope(s).

We provide the following comments in respect of the inactive projects listed in Table 2 of the ITC:
Remuneration reporting

A majority of respondents to our survey (63%) indicated that this project should be retained. We note that the AASB

Staff Paper Review of Executive Remuneration Disclosure Requirements compared equivalent disclosure practices in
other jurisdictions and observed that Australia’s current disclosure regime is of a high standard. We concur with the
observation in the Staff Paper that there could be opportunities for cutting red tape and further streamlining
disclosure requirements in respect of executive remuneration.

Crowd-sourced equity funding

A majority of respondents to our survey (52%) indicated that this project should not be retained. Although this is a
small majority, we have not identified other feedback to suggest that there is a need for accounting requirements or
guidance to be developed by the AASB on this topic. Therefore, we recommend that the AASB removes this inactive
project from its work program.

Definition of fundraising

Responses from our survey were inconclusive with 50% of respondents indicating that this project should be retained
and the remaining 50% indicating that this project should not be retained. Some of the comments from those who
supported retaining this project included:

- "Reporting on fundraising expenses is an important issue for NFPs”
“A definition of fundraising that is uniform is critical”

We are aware that there is collaborative work underway involving federal, state and territory governments to reform
fundraising regulation in Australia through the Council on Federal Financial Relations (CFFR). We suggest that the
AASB continues to keep this project inactive whilst monitoring the progress of fundraising regulatory reform. The
AASB may then recommence the project when the need arises to address the accounting for fundraising.

Long term discount rates

A majority of respondents to our survey (57%) indicated that this project should be retained.
Co-operatives and mutual entities

A majority of respondents to our survey (54%) indicated that this project should be retained.

In respect of these last two projects, given only a small majority of responses supported retention of these projects,
we suggest that the AASB considers other evidence and feedback in determining whether to retain these projects.

Question 2 - Potential projects

Section 2.4 and Table 3 provide an overview of proposed external reporting projects that the AASB propose to
add to the work program.

(a) Do you agree that the AASB should add any of the proposed external reporting projects to the work
program? Include any feedback as to the scope of the proposed external reporting projects.

(b) Are there any other projects you think the AASB should include as part of its work program for 2022-2026?
Specify the scope of these projects and take into consideration the AASB's capacity for additional projects.
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(c) What priority would you give to each of the potential projects — high, medium or low?

To help the Board consider the feedback, please provide reasons explaining your views and other relevant
information.

Questions 2 (a) and (c)

A majority of responses to our survey support adding all three potential external reporting projects listed in table 3 of
the ITC into the AASB work program for 2022-2026. A significant majority of responses indicated that digital financial
reporting and sustainability reporting should be added to the work programme (86% and 75% respectively) and
should be given medium to high priority.

As indicated in our submission in response to ITC 48 we believe the AASB would be best placed to act in a caretaker
capacity to address sustainability reporting and other related matters in the short term. However, in the medium to
longer-term, we recommend consideration be given to mirroring the international structure adopted by the IFRS
Foundation that could lead to the establishment of a separate Australian Sustainability Standards Board.

The below table summarises the survey responses on potential external reporting projects:

P Percentage of respondents who supforted addition Priority (%)
of the project to the work program (%) Ly Medium High
Sustainability reporting 75 24 28.6 69.0
Service performance reporting 59 12.1 51.5 36.1
Digital financial reporting 86 10.4 43.8 45.8

Question 2 (b)

Respondents to our survey recommended the following additional projects for consideration to be added to the work
program.

e Public sector financial reporting reforms (we note this project is already an active project)
e Intangible assets

e Guidance on digital currencies (we note the AASB work program includes a current research project on digital
assets)

The responses to our survey included a comment that highlights the importance of improving reporting in the public
sector. They note some of the challenges associated with the current framework that has been adapted from a private
sector accounting standards framework and which may not result in information that is useful to stakeholders.

Question 3 - Research projects
Section 3.3 proposes several research projects.
(a) Do you agree that the AASB should add any of the proposed research projects to the work program?

(b) Are there any other research projects you think the AASB should include as part of its work program for
2022-2026? Specify the scope of these projects and take into consideration the AASB’s capacity for
additional projects.

(c) What priority would you give to each of the potential projects — high, medium or low?

To help the Board consider the feedback, please provide reasons explaining your views and other relevant
information.

Questions 3(a) and (c)

A majority of responses to our survey supported adding all of the proposed seven research projects to the work
program. The responses indicate a strong preference for research on Intangible Assets, Sustainability Reporting and
Digital Financial Reporting.
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In addition, a significant proportion of responses recommended that the Intangible Assets and Sustainability
Reporting research projects should be given a high priority.

The below table summarises the survey responses on the proposed research projects:

. Percentage of respondents who agreed to Priority (%)
Projects dd th . h K o

add the project to the work programme (%) L Meclvim High
Encouraged disclosures 55 12.9 67.7 19.4
AASB 112 /ncome Taxes and tax 66 5.4 56.8 37.8
transparency disclosures
Intangible assets: recognition and 82 13.0 28.3 58.7
measurement
Sustainability reporting 75 4.8 23.8 71.4
Service performance reporting 55 12.9 41.9 45.2
Digital financial reporting 82 10.9 54.3 34.8
Costs and benefits analysis 59 9.1 364 54.5

Question 4 — Other comments

Do you have other comments on the AASB’s activities and work program?

The responses to our survey included a comment that while digital currencies are in their infancy, their increasing
popularity and acceptance into mainstream financial transactions suggests that there is a need for guidance on how
such transactions should be addressed in financial reports.
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