Manager
Corporate Governance and
and Reporting Unit
Corporations & Capital Ma
Markets
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The Treasury
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10 May 2013
To whom it may concern
Submission on the Dra
Draft
ft Corporations Legislation amendment R
Regulation
egulation 2013 (No. A)
Thank you for the opportu
opportunity
nity to comment on the draft Corporations Legis
Legislation
lation amendment
Regulation 2013 (No.A) (th
(the draft Regulations).
PwC supports the consoli
consolid
dation
ation of all remuneration disclosures in one locat
location,
ion, being the directors’
report, and welcomes that the related requirements will in future only be inc
included
included
luded in two rather than
three locations (section 30
300A
0A of the Corporations Act 2001 and Regulation
Regulation 2M.3.03).
However, we note that the new disclosures extend beyond remuneration and
and now also require
disclosure of loans to key m
management
anagement personnel (KMP) and other transact
transactions
transactions
ions with the KMP.
Arguably, this information
information goes beyond the scope of section 300A. There are
are also a number of drafting
issues with the proposed aamendments
mendments which we have explained in the Appe
Appendix.
Appendix.
ndix.
The disclosure requirement
requirementss for remuneration reports are still very complex
complex and contain a number of
duplicate requirements in section 300A and CR2M.3.03.
CR2M.3. . We encourage the
the Government to undertake
a full review of all of the re
requirements
quirements and eliminate anything that is repetit
repetitive
repetitive or no longer necessary.
We would welcome the opp
opportunity to elaborate on our views if you wish and
and would gladly assist you
identifying
entifying areas for imp
impro
rovement.
vement Please contact me on (03) 8603 5371 if yyou
ou would like to have a
discussion.
Yours sincerely,

Margot Le Bars
Partner
PricewaterhouseCoopers

PricewaterhouseCoopers,, ABN
ABN 52 780 433 757
Freshwater Place, 2 Southba
Southb
Southbank
ank
nk Boulevard, GPO BOX 1331L, MELBOURNE VIC 3001
3001
DX 77 Melbourne, Australia
T +61 3 8603 1000, F +61 3 8603 1999, www.pwc.com.au
Liability limited by a scheme approved unde
underr Professional Standards Legislation.

Appendix: PwC’s specif
speci
specific
fic comments on the proposed amendments
amendments
Drafting style
We noted that the
he new item
itemss that are proposed to be added to Regulation 2M
2M.3.03 are drafted in a
different style to the existin
existi
existing
ng items, which could be confusing for readers. Fo
For
For example, if Item 17 was
written in the same style as
as the other items, the words “disclosure must be m
made
ade of the number of
rights and options” would be deleted from the left hand column and the righ
right
right hand column would say
something like “A reconcili
reconcil
reconciliation
iation of options and rights (a) held at the start ...
... (b) granted during ...”.
Reconciliation
liation of equit
equity
y instruments held
Item 18 refers to options an
aand
nd rights in both columns, but this should read “e
“equity
“equity
quity instruments”
instruments”.
Disclosure of loans to KMP
Item 20 incorporates the re
requirements
quirements of paragraphs Aus29.8 and Aus29.8
Aus29.8.1
Aus29.8.1
.1 of AASB 124. However,
the requirements in the acc
accounting standard operate as follows:


The disclosures in paragraph Aus29.8.1 must be made for all loans to key management
personnel (KMP) in aggregate. There is no need to identify the indiv
individual KMPs that had loans
outstanding at any
any point in time during the year, only the number o
off persons that are included
in the group aggregate at the end of the reporting period.



If an individual KMP
KMP had an aggregate loan amount of more than $
$100,000
100,000 outstanding at
any point in time d
during
uring the reporting period, the disclosures in para
paragraph
paragraph
graph Aus29.8.1 must
also be made for th
tthe
hee individual KMP (identified by name) together w
with
ith the highest amount of
indebtedness during
during the reporting period.

In contrast, item 20 would
would appear to require disclosure of the highest amou
amount
amount
nt of indebtedness for each
KMP, regardless of the tot
tota
al loan balance outstanding. It is also not clear wh
whether
ether the remaining
disclosures are similarlyy rre
required
equired
quired for each KMP or could be provided on an aggregate basis. This
should be clarified in the fi
final
nal regulations. If the Government intended to ex
expand
expand the disclosures to
require separate disclosure
disclosu
disclosures
ress for each KMP regardless of the loan amounts th
then
then the reason for this
change should be explained
explained in the explanatory memorandum.
Duplication of excepti
exceptio
on
n from disclosing ‘other’ transactions
Item 24 appears to be cove
cov
covering
ering
ring the same exception as subregulation 2M.3.03(3C)
2M.3.03
2M.3.03(3C)
(3C) and should be
deleted. This would also ad
address
dress another
a
drafting issue with item 24. Accord
ccording
ing to the preamble to
Subregulation 2M.3.03(1),
2M.3.03(1), the items in the schedule are setting out prescribed
prescrib
prescribed
ed details that must be
disclosed. In contrast, item
item 24 lists conditions of when an exception can be appl
applied.
Difference in scope bet
between
ween Regulations and AASB 124
Lastly, we note that the dra
d
draft
raft
ft amendments carry forward an inconsistency in
in the definition of related
paragraph 9 and the Aus paragraphs in AASB 124 Related P
Party
arty Disclosures
Disclosures.
parties between paragraph
According
cording to the draft ame
amendments,
ndments, the disclosures must also be made in re
relation
lation to entities that are
directly or indirectly cont
contro
controlled,
rolled,
lled, jointly controlled or significantly influenced
influenced by any of the key
This makes the draft Regulations broader in scope and includes entities that
management personnel. Th
are no longer considered tto
o be related parties under the definition in AASB 124/IAS 24. For example,
transactions between the rreporting
eporting entity (a) and an entity (B), over which a director of A has
significant influence,
luence, woul
would
d have to be disclosed in the remuneration report
report but not in the related
party note in the financial statements.
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