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New consolidated entity disclosure statement for

public companies

What public companies need to know as they prepare their June 2024 annual financial reports.

Background

For annual financial years commencing on or after 1
July 2023, public companies that prepare financial
statements under Chapter 2M of the Corporations
Act 2001 are required to make specific disclosures
about the subsidiaries that make up the consolidated
group. This applies to both listed and unlisted public
companies.

The consolidated entity disclosure statement (CEDS)
is part of the Federal Government’s broader reforms
to enhance transparency about how entities structure
their subsidiaries and operate in different jurisdictions,
including for tax purposes.

The CEDS is a new requirement under s295 of the
Corporations Act 2001, being the section that deals
with the contents of an annual financial report.
Accordingly, an annual financial report now comprises
the following:

. the financial statements for the year;
. notes to the financial statements;

. the consolidated entity disclosure statement (for
public companies); and

. the directors’ declaration about the statements and
the notes.

Note that proprietary companies, trusts, registered
schemes, registrable superannuation entities and
public companies that report under the Australian
Charities and Not-for-profits Commission Act 2012 are
not affected by these changes.

What information must the CEDS contain?

The extent of the disclosures to be made within the
CEDS will depend on the consolidation requirements
applicable to the public company in question.

Where a public company is required to prepare
consolidated financial statements under accounting
standards, the following information about each
entity that is part of the consolidated entity must
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appear in the CEDS (i.e. the parent entity and each of
its subsidiaries, both directly and indirectly owned):

. The entity’s name

« Whether the entity is a body corporate, partnership
or trust

. Whether the entity was a trustee of a trust within
the consolidated entity, a partner in a partnership
within the consolidated entity, or a participant in a
joint venture within the consolidated entity

« Where the entity was incorporated or formed (if
the entity is a body corporate)

.« Where the entity is a body corporate with share
capital, the percentage of the entity’s issued share
capital held directly or indirectly, by the public
company

. Whether the entity was an Australian resident or a
foreign resident within the meaning of the /ncome
Tax Assessment Act 1997

. If the entity is a foreign resident, a list of each
foreign jurisdiction in which the entity was a
resident for the purposes of the law of the foreign
jurisdiction.

Where a public company is not required to prepare
consolidated financial statements under Australian
Accounting Standards, a separate CEDS must still be
prepared however it will only contain a statement to
this effect.

For example, where a public company does not have
any subsidiaries, it will still have to prepare a CEDS
but will just include a statement to the effect that it
has no subsidiaries and is therefore not required to
prepare consolidates financial statements.

Another example is an investment entity that does
not prepare consolidated financial statements due
to the investment entity exemption in AASB 10
Consolidated Financial Statements.
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Such an investment entity will still have to prepare

a CEDS but will not need to include the detailed
disclosures above for the subsidiaries that have not
been consolidated. A statement explaining this will be
included in the CEDS.

Refer to Appendix A for example disclosure.
What is the impact on the directors’ declaration?

The amendments result in an extension of the
directors’ declaration currently required by the
Corporations Act 200].

The directors’ declaration is required to include a
statement about whether, in the directors’ opinion,
the consolidated entity disclosure statement is ‘true
and correct’ (as opposed to ‘true and fair’ as is used
when certifying the financial statements and related
notes are not materially misstated).

‘True and correct’ is not defined in the legislation.
Being tax terminology, and considering the intention
of the CEDS being a tax transparency measure

that has been introduced into the Corporations Act
2001, the words take on their ordinary meaning of
‘complete and accurate’. This is different to the ‘true
and fair’ concept that is used when preparing financial
statements under accounting standards. Materiality
does not apply when preparing the CEDS, and all
subsidiaries that form part of the consolidated group,
even if dormant or immaterial, must be included in the
CEDS.

What is the impact on the CEO and CFO’s
declaration to directors for listed companies?

CEOs and CFOs of listed public companies will

be required to make the same ‘true and correct’
declaration regarding the CEDS in their declaration to
the directors required by s295A of the Corporations
Act 200]1.

Where should the CEDS be located?

The CEDS must be presented as a separate statement
within the annual financial report, as explicitly stated
by ASIC in Information Sheet 284. We suggest the
CEDS be presented after the notes, before the audit
report.

Is a CEDS required in interim reports?

No, public companies are only required to prepare a
CEDS as part of their annual financial reports.
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Must comparative information be provided in the
CEDS?

No, comparative information is not required to be
disclosed in the CEDS. The required information
provided must relate to those subsidiaries that form
part of the group as at reporting date.

How is a subsidiary’s tax residency determined?

Tax residency is determined under the domestic rules
of a country. This may involve complex assessments
and entities my have to seek expert tax advice in this
regard.

Where significant judgement is involved in
determining the tax residency of certain subsidiaries,
an explanation of the basis on which this information
has been determined should be included within the
CEDS.

Generally, trusts and partnerships are taxed on a
flow-through basis so tax residency tests do not apply
to these entities. Additional information on the tax
status of trusts and partnerships can be provided
where relevant.

How does the CEDS impact the audit?

Since the CEDS forms part of the annual financial
report, it will be subject to audit. Accordingly, the
scope of the audit engagement will be impacted for
affected companies.

TOGETHER WE MAKE IT HAPPEN


https://asic.gov.au/regulatory-resources/financial-reporting-and-audit/preparers-of-financial-reports/public-companies-to-include-a-consolidated-entity-disclosure-statement-in-their-annual-financial-report/
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Appendix A

Illustrative example of a consolidated entity disclosure statement where the reporting entity is required
to prepare consolidated financial statements

Example Limited
Consolidated entity disclosure statement as at 30 June 2024

Basis of preparation i

This consolidated entity disclosure statement has been prepared in accordance with the s295(3A)(a) of the Corporations Act 2001 and includes the required
information for Example Limited and the entities it controls in accordance with AASB 10 Consolidated Financial Statements .
Tax residency

S295(3A)(vi) of the Corporations Act 2001 defines tax residency as having the meaning in the Income Tax Assessment Act 1997 . The determination of tax
residency may involve judgement as there are different interpretations that could be adopted and which could give rise to different conclusions regarding
residency.
In determining tax residency, the consolidated entity has applied the following interpretations:

Australian tax residency

Current legislation and judicial precent has been applied, including having regard to the Tax Commissioner's public guidance.

Foreign tax residency

Where appropriate, independent tax advisers have been engaged to assist in the determination of tax residency to ensure applicable foreign tax legislation
has been complied with.

Trusts and partnerships

Australian tax law generally does not contain residency tests for trusts and partnerships and these entities are typically taxed on a flow-through
basis. Additional disclosures regarding the tax status of trusts and partnerships have been included where relevant.

Trustee, partner, % of Australian or Foreign
or participant in Country of share foreign tax jurisdiction of
Name of entity Entity type joint venture incorporation capital resident foreign residents
Example Limited Body Corporate n/a Australia n/a Australian n/a
Subsidiary A Pty Ltd Body Corporate  n/a Australia 90% Australian n/a
Subsidiary B Pty Ltd Body Corporate  Trustee Australia 100% Australian n/a
Subsidiary C Pty Lyd Body Corporate  Participantin JV  Australia 80% Australian nla
X Joint Venture Body Corporate  nfa Australia 95% Australian n/a
Subsidiary D Ltd Body Corporate  nfa United Kingdom  100% Foreign United Kingdom
Subsidiary E International Ltd Body Corporate  n/a New Zealand 75% Foreign New Zealand

1 Abasis of preparation section is not required under the legislation however this is recommended as itis considered helpful in providing context for users and also explaining any
Judgements made in preparing the statement. This can be be tailored according to the entity's circumstances.

Illustrative example of a consolidated entity disclosure statement where the reporting entity does not
have any subsidiaries

Example Limited
Consolidated entity disclosure statement as at 30 June 2024

Example Limited does not have any controlled entities and therefore s295(3A)(a) of the Corporations Act 2001 does not apply to the company
as the company is not required to prepare consolidated financial statements under Australian Accounting Standards.
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CONTACT

For further information or assistance,
please contact:

Adelaide

Corey McGowan
T: +61 (0)8 8133 5000
E: cmcgowan@hlbsa.com.au

Auckland
Michael Jaques

T: +61 (0)9 303 2243
E: michael@hlb.co.nz

Brisbane

Adrian Narayanan

T: +61 (0)7 3001 8800

E: anarayanan@hlbgld.com.au
Fiji

William Crosbie

T: +679 670 2430
E: william.crosbie@hlbnadi.com.fj

Melbourne
Michael Gummery

T: +61 (0)3 9606 3888
E: mgummery@hlbvic.com.au

Perth

Marcus Ohm

T: +61 (0)8 9267 3225

E: mohm@hlbwa.com.au
Sydney

Mark Muller

T: +61 (0)2 9020 4000

E: mmuller@hlbnsw.com.au
Wollongong

Ben Fock
T: +61 (0)2 4254 6500
E: bfock@hlbw.com.au

REPRESENTATIVE FIRMS

Hobart / Lorkin Delpero Harris
Lino Delpero

T: +61 (0)3 6224 4844

E: Idelpero@ldh.com.au

Lismore / Thomas Noble and Russell
Richard Watkinson

T: +61 (0)7 5593 1601

E: richard.watkinson@tnr.com.au
Newcastle / Cutcher & Neale
Mark O’Connor

T: +61 (0)2 4928 8500

E: mark.oconnor@cutcher.com.au
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All material contained in this publication is written by way of general comment. No material should be

accepted as authoritative advice and any reader wishing to act upon the material should first contact our office
for properly considered professional advice, which will take into account your own specific conditions. No
responsibility is accepted for any action taken without advice by readers of the material contained herein.

Liability limited by a scheme approved under Professional Standards Legislation.

HLB Mann Judd firms are part of HLB International, the global advisory and accounting network.



