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What’s changed? 

What’s being proposed? 

Is this a significant change? 

What do the proposals mean for SPFS for 

30 June 2019? 

What are the implications? 

Conclusion 

Talking points 

 The Australian Accounting Standards Board (AASB) has issued an exposure 

draft proposing special purpose financial statements (SPFS) contain additional 

disclosures of: 

o The basis on which the decision to prepare SPFS was made 

o Information about whether the SPFS have been prepared on a 

consolidated and/or equity accounted basis and if not, why not 

o An explicit statement as to whether all recognition and measurement 

requirements of Australian Accounting Standards have been applied and 

if not, why not 

 The proposals would apply to both for-profit and not-for-profit entities 

 The AASB intends the disclosures to be applicable to annual periods ending 

on or after 30 June 2020 

 The AASB is also encouraging early adoption of the new disclosures, which 

may include voluntarily making the disclosures in SPFS for 30 June 2019 

 Comments on the AASB’s proposals close on 19 August 2019. 

 

Clarity in financial reporting 
 

Proposed disclosures in special purpose financial statements 

A&A Accounting Technical  

July 2019 

For more information please see 

the following websites: 

www.deloitte.com/au/clarity 

www.deloitte.com/au/models 

www.iasplus.com 

https://www.deloitte.com/au/clarity
https://www.deloitte.com/au/models
file:///C:/Users/fbetkowski/Documents/Technical/Communications%20(publications)/2019/www.iasplus.com
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What’s being proposed? 

Background 

In early July 2019, the Australian Accounting Standards Board (AASB) published ED 293 Amendments to Australian Accounting Standards 

– Disclosure in Special Purpose Financial Statements of Compliance with Recognition and Measurement Requirements (ED 293, available at 

www.aasb.gov.au).  The exposure draft proposes some additional disclosures in special purpose financial statements (SPFS) about 

consolidation, equity accounting and the extent to which the recognition and measurement requirements of Australian Accounting 

Standards have been applied.  The AASB staff have also published a high level summary of the proposals at www.aasb.gov.au.  

If enacted, the proposals in ED 293 would apply to both for-profit and not-for-profit entities, and are intended to apply to annual 

periods ending on or after 30 June 2020. 

The proposals in detail 

ED 293 proposes to amend AASB 1054 Australian Additional Disclosures (AASB 1054) to require for-profit and not-for-profit entities 

applying that Standard and preparing special purpose financial statements (SPFS) to disclose: 

 The basis on which the decision to prepare SPFS was made 

 Where the entity has subsidiaries, investments in associates or joint ventures – whether or not the SPFS are consolidated or 

equity accounted in a manner consistent with the requirements set out in AASB 10 Consolidated Financial Statements or AASB 128 

Investments in Associates and Joint Ventures, as appropriate. If the entity has not consolidated its subsidiaries or equity accounted its 

investments in associates or joint ventures consistently with those requirements, it shall disclose that fact, and the reasons why 

(or, in respect of not-for-profit entities, if the entity has not determined whether or not its interests in other entities give rise to 

interests in subsidiaries, associates or joint ventures, the entity shall instead disclose that fact) 

 Disclose an explicit statement as to whether or not the accounting policies applied in the financial statements comply with all the 

recognition and measurement requirements in Australian Accounting Standards and, if not, an indication of where they do not 

comply. 

In addition, ED 293 would introduce implementation guidance and illustrative examples to AASB 1054, including a number of 

examples of both for-profit and not-for-profit entities.   

Why is the AASB proposing these disclosures? 

As part of its broader financial reporting framework project, the AASB has commissioned research on existing SPFS.  This research has 

indicated that SPFS available on the public record have “low levels of transparency”, specifically that it is unclear to users: 

 Whether the recognition and measurement requirements of Australian Accounting Standards have been applied (as users see 

comparability of recognition and measurement as important) 

 Whether entities preparing SPFS have consolidated subsidiaries or equity accounted investments in associates and joint ventures. 

Accordingly, the AASB is proposing to amend AASB 1054 to include explicit requirements addressing these points. 

The proposals are effectively an interim step in the AASB’s broader project to enhance comparability, consistency and transparency in 

financial reporting, which may result in the removal of SPFS for entities required to prepare financial statements in accordance with 

Australian Accounting Standards.  Further exposure drafts on these proposals are imminent. 

Is this a significant change? 
The AASB’s proposals are not a significant change.  At most, the proposals should reinforce and expand existing best practice. 

What would the disclosures look like? 

 Common example 

The following is an example disclosure that might be made in SPFS of a for-profit entity that has subsidiaries, but 

prepares unconsolidated financial statements in accordance with Part 2M.3 of the Corporations Act 2001 as it is not a 

reporting entity: 

“[Entity name] (the Company), a for-profit entity, has prepared special purpose financial statements as, in the opinion 

of the directors, it is unlikely there are users of these financial statements who are not in a position to require the 

preparation of reports tailored to their information needs. Accordingly, these financial statements have been 

prepared to satisfy the directors’ reporting requirements under the Corporations Act 2001. 

As the requirements of AASB 10 Consolidated Financial Statements are not applicable to non-reporting entities, these 

financial statements do not consolidate the Company’s subsidiaries. The Company’s unconsolidated special purpose 

financial statements comply with all the recognition and measurement requirements in Australian Accounting 

Standards. The significant accounting policies adopted in these special purpose financial statements are outlined in 

[cross reference to accounting policy note].” 

 

https://www.aasb.gov.au/admin/file/content105/c9/ACCED293_07-19.pdf
https://www.aasb.gov.au/admin/file/content102/c3/7_KEY_FACTS_1054_Amendments.pdf
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 Examples included in ED 293 

ED 293 includes the following additional examples: 

1. A for-profit entity preparing consolidated SPFS, including equity accounting investments in associates and joint 

ventures 

2. A for-profit entity preparing unconsolidated SPFS as it is eligible to apply the exemption from consolidation in 

AASB 10 Consolidated Financial Statements (i.e. where a parent prepares consolidated financial statements in 

accordance with International Financial Reporting Standards ) 

3. A parent entity preparing partially consolidated SPFS 

4. A not-for-profit entity preparing consolidated SPFS, including equity accounting of investments in associates and 

joint ventures 

5. A not-for-profit entity preparing unconsolidated SPFS where it has not considered whether it has subsidiaries, 

associates or joint ventures 

6. A for-profit entity without subsidiaries, associates or joint ventures, preparing SPFS which comply with most, but 

not all, Australian Accounting Standards 

7. A for-profit entity without subsidiaries, associates or joint ventures, preparing SPFS with extensive departures from 

Australian Accounting Standards  

8. A not-for-profit entity without subsidiaries, associates or joint ventures, preparing SPFS with extensive departures 

from Australian Accounting Standards  

 

Interaction with other guidance 

To some extent, the proposals in ED 293 reinforce, and expand on, existing guidance that relate to SPFS: 

 The Accounting Professional & Ethics Standards Board (APESB) sets out the responsibilities of members of the professional 

accounting bodes in respect of SPFS.  Specifically, APES 205 Conformity with Accounting Standards (available at 

www.apesb.org.au) requires such members to ensure most SPFS (and accompanying documents) state that they are SPFS, the 

purpose for which the SPFS have been prepared, and the significant accounting policies applied in the preparation and 

presentation of SPFS 

 Australian Securities and Investments Commission (ASIC) Regulatory Guide 85 Reporting requirements for non-reporting entities 

(available at www.asic.gov.au) puts forward ASIC’s view that recognition and measurement requirements of Australian 

Accounting Standards must be applied in order to determine the financial position and profit or loss of any entity preparing 

reports in accordance with the Corporations Act 2001.  This would apply to any entity preparing SPFS for lodgement under Part 

2M.3 of the Corporations Act 2001 

 The Auditing and Assurance Standards Board (AUASB) has issued an AUASB Bulletin (available at www.auasb.gov.au) reminding 

auditors of their responsibilities in respect of the financial reporting framework under Australian Auditing Standards, and how 

these responsibilities apply in relation to SPFS.  These include requirements for auditors to evaluate whether the financial report 

adequately refers to or describes the applicable financial reporting framework, and for the audit report to consider and/or report 

on various aspects of the financial reporting framework (including a description of the purpose for which the financial report is 

prepared, and management’s responsibility for determining the financial reporting framework). 

What do these proposals mean for SPFS for 30 June 2019? 
The AASB are expecting to implement the proposals for annual periods ending on 30 June 2020.  However, consistent with discussions 

at its April 2019 meeting, the AASB’s press release announcing the release of the exposure draft (available at www.aasb.gov.au), 

notes that “entities are encouraged to early adopt the proposed disclosures”. 

Accordingly, the disclosures proposed by the AASB might be considered ‘best practice’ for SPFS at 30 June 2019.  Many SPFS will 

already include similar disclosures in complying with other guidance, and aligning with the additional disclosures would not necessarily 

be considered onerous per se. 

What are the implications? 
The AASB’s proposals in ED 293 are a timely reminder for directors and auditors involved in SPFS to consider: 

 Revisiting classification.  The decision that an entity is not a ‘reporting entity’ may have been made some time ago and not 

have been revisited in detail for a number of years.  In addition, the AASB’s research and other anecdotal evidence suggests some 

entities should not be preparing SPFS. Now may be a timely opportunity to revisit whether or not the entity is a reporting entity 

 Documenting conclusions.  Directors and auditors should ensure their assessments are adequately documented and 

supported by robust argument and evidence 

 Preparing disclosures. The AASB’s proposed discloses, whilst not overly onerous, should be prepared and reviewed by an 

appropriate level of management, and approved by the governing entity where relevant 

 Considering early adoption.  As the disclosures may in many cases not be overly onerous, entities should consider whether to 

simply adopt the proposals in their next financial statements. 

https://www.apesb.org.au/uploads/standards/apesb_standards/05062018170049_Revised_APES_205_Oct_2015.pdf
https://download.asic.gov.au/media/1239893/rg85.pdf
https://www.auasb.gov.au/admin/file/content102/c3/BulletinFRF_FINAL.pdf
https://www.aasb.gov.au/News/Exposure-Draft--Amendments-to-Australian-Accounting-Standards---Disclosure-in-Special-Purpose-Financial-Statements-of-Compliance-with-Recognition-and-Measurement-Requirements?newsID=324211
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Conclusion 
The AASB’s proposals in ED 293 are designed to bring more transparency in financial reporting in the form of SPFS.  Entities currently 

preparing SPFS should ensure they understand the proposals and are prepared for their possible implementation. 
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