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ACCOUNTING ASPECTS OF DLC
(DUAL LISTED COMPANIES)
STRUCTURE IN AUSTRALIA

Kazuhiro Okazaki
Aichi Institute of Technology

In 1995, CRA of Australia and RTZ Corporation of the UK merged under the DLC
structure and changed their names to Rio Tinto Limited and Rio Tinto Corporation
Plc, respectively. This was the first example of DLC apart from three Anglo-Dutch
companies, i.e. Royal Dutch Shell, Unilever and Reed-Elsevier. This DLC structure
avoids not only possible foreign takeovers and tax law problems in Australia, but also
offers multinationals a new management style using Australia as their Asia-Pacific
headquarters.

The Australian Securities Commission issued an order to CRA under subsection
313(2) of the Australian Corporation Law, providing that financial statements are to
be prepared in accordance with UK GAAP, but with a reconciliation to Australian
GAAP. In accordance with UK accounting standard FRSS6, financial statements are
presented on a consolidated basis.

Rio Tinto's financial statements are unique and intriguing because they satisfy
three different GAAPs in the UK, Australia and the US within the same financial
statements. In these financial statements, US dollar amounts are shown as well as
pound Sterling and Australian dollar amounts, with a reconciliation to US GAAP, as
well, for the convenience of shareholders.

The DLC structure can exist only where GAAPs are easily reconcilable. Even if a
Japanese company tries to adopt the DLC structure with another foreign company,
there are many legal and accounting problems to reconcile and these reconciliations
could be prohibitively expensive and time-consuming.

Therefore, DLC is a benchmark test to measure how efficiently one GAAP is
reconcilable to another.

Australia, like Singapore, is willing to take advantage of the Anglo-American style
GAAP, and seems to be successful at encouraging overseas companles to base their
regional headquarters in Australia. If Japan tries to encourage multinationals to locate
their Asia-Pacific headquarters in Japan, it will need to adopt Anglo-American GAAP
because Anglo-American GAAP has already become a de facto international account-
ing standard.
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