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Objective of this paper

1 The objective of this agenda item is for the Board to decide how to finalise the proposed
requirements exposed in ED 334 Limiting the Ability of Not-for-Profit Entities to Prepare Special
Purpose Financial Statements regarding disclosures in special purpose financial statements of
not-for-profit (NFP) entities.

2 The Board’s decisions in Agenda Paper 4.1 regarding scoping may have implications for the staff
analysis in this paper.

Structure of this paper

3 This paper is set out as follows:
(a) background and reasons for bringing this paper to the Board — paragraphs 4 — 6;

(b) summary of the proposed requirements for disclosures in special purpose financial
statements — paragraph 7 - 8;

(c) staff analysis of the feedback received — Table 1 and paragraph 13; and

(d) Appendix A: Extract from ED 334 — Amendments to AASB 1054 Australian Additional
Disclosures.

Background and reasons for bringing this paper to the Board

4 ED 334 exposed proposals to extend the application of the Conceptual Framework for Financial
Reporting (Conceptual Framework) to more NFP private and public sector entities. The proposals
would bring a majority of Australian entities under the aegis of the same conceptual framework
document for guiding the development of accounting policies.

5 At its 1 May 2025 meeting, the Board considered a summary of the feedback received on the
Exposure Draft.! Having regard to that feedback, the Board decided to continue its Conceptual
Framework: Not-for-Profit Amendments project and develop a final Standard based on ED 334.2

6 With respect to disclosures in special purpose financial statements, ED 334 exposed the Board’s
intention to require a new cohort of NFP entities to disclose certain information about the
financial statements in their special purpose financial statements, where prepared. The
proposed requirements largely mirror those applicable to for-profit private sector entities, and

1 Refer Agenda Paper 3.2 of the 1 May 2025 AASB meeting
2 Refer Agenda Paper 2.2 for draft minutes of the 1 May 2025 AASB meeting
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differs in some instances from those currently specified of NFP entities (for example, to no
longer require the disclosure of information about audit fees or a reconciliation of cash flows
from operating activities to profit or loss). This paper analyses the stakeholder feedback received
about the Board’s proposals regarding disclosures in special purpose financial statements, and
seeks a Board decision as to how to finalise its requirements in this regard.

Summary of the proposed requirements for disclosures in special purpose financial
statements

7

In ED 334, the Board proposed amending AASB 1054 Australian Additional Disclosures and

AASB 1057 Application of Australian Accounting Standards® to require a NFP private sector entity
that is required only by its constituting document or another document to prepare financial
statements that comply with Australian Accounting Standards to disclose the following
information:

(a) the statutory basis or other reporting framework, if any, under which the financial
statements are prepared;

(b) whether, for the purposes of preparing the financial statements, it is a for-profit or not-for-
profit entity;

(c) whether the financial statements are general purpose financial statements or special
purpose financial statements;

(d) the basis on which the decision to prepare special purpose financial statements was made;

(e) the following about the material accounting policies applied in the special purpose
financial statements, if not already required by another Australian Accounting Standard:

(i) the measurement basis (or bases) applied in preparing the special purpose financial
statements; and

(i)  the other accounting policies applied that are relevant to an understanding of the
special purpose financial statements;

(f)  when a change in a material accounting policy has an effect on the current period or any
prior period, disclose the following, if not already required by another Australian
Accounting Standard:

(i)  the nature of the change in accounting policy;

(i)  the reasons why applying the new accounting policy provides reliable and more
relevant information;

(iii) to the extent practicable, the amount of the adjustment for each financial statement
line item affected, shown separately:

(A) for the current period;
(B) for each prior period presented; and
(C) inthe aggregate for periods before those presented; and

(iv) anexplanation if it is impracticable to determine the amounts to be disclosed under
paragraph (iii); and

(8) where the entity has interests in other entities — either:

(i)  whether or not its subsidiaries and investments in associates or joint ventures have
been consolidated or equity accounted in a manner consistent with the requirements

The scope of AASB 1054 is amended by AASB 1057. The revised requirements that apply are specified in
AASB 1054.
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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

(ii)  that the entity has not determined whether its interests in other entities give rise to
interests in subsidiaries, associates or joint ventures, provided it is not required by
legislation to make such an assessment for the purpose of assessing its financial
reporting requirements and has not made such an assessment;

(h) for each material accounting policy applied and disclosed in the financial statements that
does not comply with all the recognition and measurement requirements in Tier 1:
Australian Accounting Standards (except for requirements set out in AASB 10 or AASB 128),
disclose an indication of how it does not comply; or if such an assessment has not been
made, disclose that fact; and

(i)  whether or not the financial statements overall comply with all the recognition and
measurement requirements in Tier 1: Australian Accounting Standards (except for
requirements set out in AASB 10 or AASB 128) or that such an assessment has not been
made.

8 ED 334 also proposed limited revisions to the related implementation guidance and illustrative
examples accompanying AASB 1054 to reflect that the disclosure requirements will apply to a
different cohort of entities to those presently required to make these disclosures, and to
recognise changes in the disclosures specified.

9 An extract from ED 334 showing the proposed disclosures in special purpose financial
statements and amendments to the related implementation guidance and illustrative examples
is included as Appendix A to this paper.

Staff analysis of the feedback received

10 Asnoted in Agenda Paper 3.2 of the Board’s 1 May 2025 meeting, almost all stakeholders
commenting on the proposed disclosures in special purpose financial statements of specified
NFP private sector entities agreed with the proposed amendments.* No specific comments were
received about the proposed consequential amendments to the Implementation Guidance and
illustrative examples accompanying AASB 1054, or about the disclosures that will be
discontinued.

11 Stakeholders cited the following as reasons for their support of the proposals:
(a) the appropriateness of having such disclosure in these financial statements;
(b) improved transparency and comparability; and
(c) consistency with for-profit private sector entity requirements.

12 However, a few stakeholders disagreed with, or raised concerns, about the proposals. Staff have
analysed the concerns raised in Table 1 below:

4 42 stakeholders responded to Specific Matter for Comment SMC 5, including 30 polled outreach participants.
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Table 1: Analysis of feedback received — disclosures in special purpose financial statements

Concern

Staff analysis and recommendation

The prescribed population is too broad

1. The Board should not extend the
application of Australian Accounting
Standards to NFP entities that are
required only by their constituting
document to prepare financial statements
that are compliance with Australian
Accounting Standards

The benefit-cost conclusion is not evident

1. The disclosures impose an additional ‘red
tape’ burden on small NFP charities, for
benefits that are not clear

2. The proposed disclosures are challenging
to enforce in practice, such that the costs
of enforcing the disclosures may
outweighed any benefits gained

3. Comparability is unlikely to be the primary
concern for users of these special purpose
financial statements

4. Disclosure is warranted only where of
benefit to users, for example, where the
financial statements are publicly available

Staff think that the stakeholder concerns raised do not provide evidence (for example, evidence of
pervasiveness in practice or a new argument against) that should cause the Board to revise its exposed
position. In staff’s view, the concerns raised are consistent to those already considered by the Board in forming
its proposals.

As noted in paragraphs BC74 and BC76 of ED 334, in forming its AASB 1054 paragraph 9A proposals, the Board
considered:

e the stakeholder feedback from its recent post-implementation review (PIR) of related AASB 1054
disclosures, and that the feedback did not indicate any stakeholder concerns about the implementation or
operability of the paragraph 9A disclosures;®

e the comparability benefits of the disclosure, and that these are likely to be more limited since the
applicable financial statements are less likely to be publicly available; and

e that the Board does not have empirical or other data demonstrating that the information will (or will not)
be useful to users of special purpose financial statements of the specified NFP private sector entities.

In ED 334, the Board had tentatively decided that these limitations do not outweigh the potential benefits of
the disclosure for users. As set out in paragraphs BC73 and BC76 of ED 334, the following benefits of the
disclosure were expected to exceed their costs, as the costs are unlikely to be onerous for entities given the
topics of the disclosures and as the Board’s proposal is to retain the ‘not assessed’ option for a gap analysis:

(a) consistency with transaction neutrality, as the proposed requirements align the requirements of for-
profit and NFP private sector entities; and

(b) improvement of the transparency of the financial statements to users of the special purpose financial
statements of these NFP private sector entities.

A similar rationale applies in respect of the disclosures specified by paragraphs 8 and 9 of AASB 1054: the
benefits of transaction neutrality and providing useful information at minimal cost, as the information is

At its recent 1 May 2025 meeting, the Board discussed how to proceed with this PIR topic. The draft Minutes of that meeting (refer Agenda Paper 2.2) indicate that the Board

decided not to propose any amendments to AASB 1054 in respect of the current NFP private sector entity cohort, but that the Board will monitor these disclosure requirements in
light of the Board's Conceptual Framework: Not-for-Profit Amendments project (this project).
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Concern

Staff analysis and recommendation

5.

NFP entities should not be required to
provide information additional to that of a
for-profit entity

expected to be readily available and could be already expected to be a part of the entity’s considerations in
preparing the financial statements (refer paragraph BC83 of ED 334).

In addition, staff note that:
(a) the disclosures are equivalent to, or less than, those required of for-profit private sector entities;

(b) the disclosures, once made, are unlikely to require change from period to period — further suggesting
costs will be minimal;

(b) any enforcement of disclosures is a matter between the entity and its auditor/regulator, and not a
reason for the Board to not specify a requirement.

Consequently, staff recommend making no changes to the proposed cohort and to the proposed disclosure
requirements in response to these stakeholder comments and concerns.

Appropriateness of the gap analysis disclosure

1.

The absence of a gap analysis, though
permitted, could impact fundraising
success. Or, it may have been a deliberate
decision because of the signal the
information might send about its
governance to regulators and funders

Whether the proposed gap analysis
disclosures are made may depend on an
accountant’s attitude

The gap analysis provides useful
information, but resourcing and capability
might be of issue

Staff think that these comments are all valid observations as to an entity’s attitude towards compliance or
otherwise with the disclosure requirements set out in paragraph 9A(d)-(f) of AASB 1054 (refer paragraph 7(g)-
(i) above).

However, only one stakeholder (outreach participant) specifically disagreed with the Board’s proposals in this
regard — this stakeholder indicated a preference for the Board not to permit a “choice” (the “not assessed”
option) on making this disclosure. Staff note that this matter was considered by the Board in developing its
proposals. As described in paragraph BC80 of ED 334, the Board decided to retain the “not assessed” option
for the new cohort of NFP private sector entities specifically in response to its concern that the requirements
would be otherwise too burdensome for the affected entities.

Consequently, staff recommend making no changes to the proposed disclosure requirement in response to
these stakeholder comments.
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Concern Staff analysis and recommendation

The disclosures should be sunset Staff think that this stakeholder suggestion reflects a view that the disclosures are only useful for inclusion in
an entity’s financial statements for a certain amount of time. However, the specific users of an entity’s
financial statements may change year-on-year. In addition, disclosures about the extent of an entity’s
compliance with Australian Accounting Standards could change over time, including when Accounting
Standards are revised or are newly applicable.

1. The proposed special purpose financial
statement disclosures should be removed
after a period of time

Consequently, staff recommend making no changes to the proposed disclosure requirements in response to
the stakeholder view.

13  Staff recommendation. Having regard to the staff analysis in Table 1 of the stakeholder concerns raised, and the majority support otherwise for the Board’s
proposals in this regard, staff recommend that the Board finalise the amendments to AASB 1054 exposed in ED 334 (refer Appendix A).

14 Notwithstanding the staff recommendation and while no drafting or other editorial comments were received from the public consultation, staff propose
review the drafting of the amendments — including the related Implementation Guidance and illustrative examples — subsequent to incorporating any
amendments necessary to reflect all the Board’s decisions regarding an Amending Standard. Staff will bring any proposed changes in this regard to a future
meeting as part of the Board’s consideration of a draft Amending Standard (expected November 2025).

Question to Board members

Q1 Do Board members agree with the staff recommendation in paragraph 13 above for the Board finalise the amendments to AASB 1054 exposed in ED 334
(refer Appendix A)?

If not, what do Board members suggest?
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APPENDIX A: Extracts from ED 334 — Amendments to AASB 1054 and AASB 1057

The following extracts from ED 334 Limiting the Ability of Not-for-Profit Entities to Prepare Special
Purpose Financial Statements set out the exposed proposals regarding disclosures in special purpose
financial statements.

Underlining, striking out and other typographical material was used to identify some of the
amendments to a pronouncement, in order to make the amendments more understandable.
Amended paragraphs are shown with deleted text struck through and new text underlined. Ellipses (...)
are used to help provide the context within which amendments are made and also to indicate text
that is not amended.

Amendments to AASB 1057 Application of Australian Accounting
Standards

73 Paragraph AusCF1 is amended as follows:
AusCF1 AusCF entities are:
{a)—not-for-profitentities;-and
{b)y——for-profit entities that are not applying the Conceptual Framework for Financial Reporting
(as identified in AASB 1048 Interpretation of Standards).

For AusCF entities, the term ‘reporting entity’ is defined in AASB 1057 Application of Australian
Accounting Standards and Statement of Accounting Concepts SAC 1 Definition of the Reporting
Entity also applies. Fer-profit-eEntities applying the Conceptual Framework for Financial Reporting
are set out in paragraph Ausl.1 of the Conceptual Framework.

74 Paragraphs 2, 5, 5A, 7, 9, 10, 11A, 18, 18A, 19, 20, 20A, 22, 24 and 25 are amended as follows:

18A AASB 1054 Australian Additional Disclosures applies to:

(da) for-profit private sector entities and not-for-profit entities that are required by legislation

to prepare financial statements that comply with either Australian Accounting Standards or
accounting standards; and

(eb) other for-profit private sector entities and not-for-profit entities that are required only by
their constituting document or another document to prepare financial statements that
comply with Australian Accounting Standards; and

(c) each entity that elects to prepare financial statements that are, or are held out to be, general
purpose financial statements.

Amendments to AASB 1054 Australian Additional Disclosures

63 The table in paragraph 2 is amended, and a footnote added, as follows:

2 The following table identifies the disclosure requirements that, in accordance with this Standard,
apply to each type of entity to which this Standard applies:

Type of entity to which the Subject of paragraphs Paragraph
paragraph is applicable numbers

Entities preparing general purpose financial statements

For-profit entities and not-for-profit Compliance with Australian Accounting 7
entities, whether in the private sector | Standards
or the public sector

Reporting framework 8
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64

Type of entity to which the Subject of paragraphs Paragraph

paragraph is applicable numbers
General purpose or special purpose financial 9
statements
Audit fees 10,11
Imputation credits 12-15
Operating cash flow reconciliation 16
IFRS Standard not yet issued in Australia 17

Entities preparing special purpose financial statements?

For-profit private sector entities Reporting framework 8

required only by their constituting . . .
General purpose or special purpose financial 9

document or another document statements

(created before 1 July 2021 and not

amended on or after that date) to Information about special purpose financial 9C, 9D

prepare financial statements that statements

comply with Australian Accounting

Standards

; It with thi |

Not-for-profit private sector entities .

required only by their constituting Reporting framework 8

document or another document General purpose or special purpose financial 9

(created before [date] and not statements

amended on or after that date) to ] - ] -

prepare financial statements that Information about special purpose financial 9A, 9B

comply with Australian Accounting | Statements

Standards Audlit £ 1011
Imputation-credits 12-15

1 These entities may elect to prepare general purpose financial statements instead

Paragraph 9A is amended as follows:
Information about special purpose financial statements

9A A-pot-for-profitp e-sector-entity-that prepares-special-purpose-financi emen

Va /tha 3 3 al-sta The special
purpose financial statements of a not-for-profit private sector entity that is required only by its
constituting document or_another document to prepare financial statements that comply with
Australian Accounting Standards shall:

(a) disclose the basis on which the decision to prepare special purpose financial statements
was made;
(b) disclose the following about the material accounting policies applied in the special purpose

financial statements, if not already required by another Australian Accounting Standard:

(i) the measurement basis (or bases) applied in preparing the special purpose
financial statements; and

(ii) the other accounting policies applied that are relevant to an understanding of the
special purpose financial statements;

(c) when a change in a material accounting policy has an effect on the current period or any
prior period, disclose the following, if not already required by another Australian
Accounting Standard:

(i) the nature of the change in accounting policy;

(ii) the reasons why applying the new accounting policy provides reliable and more
relevant information;

(iii) to the extent practicable, the amount of the adjustment for each financial
statement line item affected, shown separately:
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(A) for the current period;

(B) for each prior period presented; and
(© in the aggregate for periods before those presented; and
(iv) an explanation if it is impracticable to determine the amounts to be disclosed

under paragraph (iii).

Financial statements of subsequent periods need not repeat these disclosures;

(bd) where the entity has interests in other entities — disclose either:

0] whether or not its subsidiaries and investments in associates or joint ventures
have been 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

(i) that the entity has not determined whether its interests in other entities give rise
to interests in subsidiaries, associates or joint ventures, provided it is not required
by legislation to make such an assessment for the purpose of assessing its
financial reporting requirements and has not made such an assessment;

(ee) for each material accounting policy applied and disclosed in the financial statements that
does not comply with all the recognition and measurement requirements in Tier 1:
Australian Accounting Standards (except for requirements set out in AASB 10 or
AASB 128), disclose an indication of how it does not comply; or if such an assessment has
not been made, disclose that fact; and

(gf) disclose whether or not the financial statements overall comply with all the recognition and
measurement requirements in Tier 1: Australian Accounting Standards (except for
requirements set out in AASB 10 or AASB 128) or that such an assessment has not been

made.
65 Paragraphs IG1-1G3 are amended as follows:
1G1 The AASB has prepared this guidance and examples to explain and illustrate the application of the

requirements in paragraph 9A of this Standard and-theirrelationship-to-the requirementsin-AASB-18
jon-and-Disclo e-in-Financia a

1G2 The table below has been provided for ease of reference to illustrate the types of entities that would
be generally be within or outside the scope of the requirements in paragraph 9A of this Standard;-but

some-entities-may-have-different specificrequirements
# | Entity In scope/out of scope of
paragraph 9A

1 | For-profit private and for-profit public sector entities preparing | Not in scope
special purpose financial statements

2 | Not-for-profit private sector entities preparing special purpose
financial statements

Not-for-profit private sector entities that are required only by their In scope. Additionally,
constituting document or another document to prepare financial paragraphs 8-9 apply
statements that comply with Australian Accounting Standards —
provided that the relevant document was created before [operative
date of AASB 20XX-X] and not amended on or after that date

eg a trust, other than a charitable trust, established in 2024

Not-for-profit private sector entities that are required only by their Not in scope — compliance
constituting document or another document to prepare financial with Australian Accounting
statements that comply with Australian Accounting Standards — but Standards results in the

the relevant document was created or amended on or after [operative entity preparing general
date of AASB 20XX-X] purpose financial statements

eg a trust, other than a charitable trust, established in 2031
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# | Entity In scope/out of scope of
paragraph 9A
Not-for-profit private sector entities that are required only by their Not in scope — these entities
constituting document or another document to prepare financial are _not within the scope of
statements that comply with accounting standards or generally AASB 1054 (refer paragraph
accepted accounting principles or practices 18A of AASB 1057)
eg a limited partnership whose partnership agreement does not
clearly require the preparation of financial statements that comply
with Australian Accounting Standards
Not-for-profit private sector entities that are required by legislation to | Not in scope — compliance
prepare financial statements that comply with either Australian with the Standards requires
Accounting Standards or accounting standards general purpose financial
statements
3 | Other-not-for-profitentities—including-not-for-profitpublicsecter | Not in scope
ities_entiti o - rod
comphrwith- AASB-1054 by legislation-or-otherwise Not-for-profit
public sector entities preparing special purpose financial
statements
1G3 The following flowchart summarises some of the key decisions in determining how to apply the

disclosure requirements in paragraph 9A(d)-(f) of this Standard in relation to special purpose financial

statements.
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66

67

The paragraph references in Chart 1 (following paragraph 1G4) are amended to read as follows:

Is the entity required by legislation for the purposes of
Yes assessing its financial reporting requirements to No
) determine whether or not its interests in other entities )
give rise to interests in subsidiaries, associates or joint
ventures as defined in AASB 10 or AASB 1287
v r
N Does the entity have any subsidiaries v Has the entity assessed whether or not
° as defined in AASB 10 or = S | its interests in other entities give rise to

investments in associates or joint interests in subsidiaries, associates or
ventures as defined in AASB 1287 joint ventures?

l Yes

Has the entity consolidated its i )
subsidiaries or equity accounted its ) Disclose that fact
investments in associates or joint ] (paragraph 9A(d)
ventures in a manner consistent with see example 2)
the requirements set out in AASB 10
or AASB 128 as appropriate?

Disclose that fact
(paragraph 9A(d) —
see example 1)

Disclose that fact and the

reasons why (paragraph
9A(d) - see example 3)

Accounting policy assessment step 1
Assess whether each material accounting policy applied and
»|  disclosed in the financial statements complies with all the <
recognition and measurement requirements in Australian
Accounting Standards (except for requirements set out in
AASB 10 or AASB 128).

Complies Does not fomply Not assessed

A

For each material accounting
policy, disclose an indication of
how the policy does not comply

(paragraph 9A(e) -
see examples 4, 5 & 6)

'

Accounting policy assessment step 2
Based on the accounting policy assessment in step 1, with regard to the
recognition and measurement requirements in Australian Accounting

Standards (except for requirements set out in AASB 10 or AASB 128),
disclose whether or not the financial statements overall (paragraph 9A(f)):

For each material accounting
policy, disclose the
non-assessment

(paragraph 9A(e)
see examples 6 & 7)

For each material accounting
policy, no disclosure of
compliance is required
(paragraph 9A(e) —
see examples 1,2 & 3)

(a) comply (there are no instances of non-compliance or non-
assessment) — see examples 1, 2 & 3;

(b) do not comply (there are one or more instances of non-compliance)
—see examples 4, 5 & 6; or

(¢) compliance has not been assessed (there are one or more instances
where compliance / non-compliance have not been assessed) — see
examples 6 & 7.

Paragraph IG5 is amended and paragraph IG5A is added as follows:

1G5 Not-for-profit private sectorentities required-to-app

As-aresult. Not-for-profit private sector entities preparing special purpose financial statements are
required to include sufficient information to enable users of those special purpose financial statements
to obtain an understanding of the material accounting policies applied in the preparation of the special

purpose financial statements, including changes in those policies adepted-is-required-to-be-disclosed-
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68

69

IG5A

The disclosure of this information may be required by another Australian Accounting Standard, such

as AASB 18 Presentation and Disclosure in Financial Statements or AASB 108 Basis of Preparation
of Financial Statements. Where this is the case, the entity also complies with the requirements of that
other Standard.

Paragraphs 1G6 and 1G9-1G12 are amended as follows:

1G6

1G9

1G10

1G11

1G12

Paragraph 9A{e)(e) of this Standard requires an entity, for each material accounting policy applied
and disclosed in the financial statements to first assess, based on already known information, whether
that policy complies with the recognition and measurement requirements in Australian Accounting
Standards (except for requirements set out in AASB 10 or AASB 128), does not comply, or
compliance has not been assessed. An entity is not expected to perform a detailed assessment of
recognition and measurement differences if that has not already been performed.

Based on the assessment in paragraph 9A{e)(e), paragraph 9A{)(f) then requires an entity to disclose
whether or not overall the material accounting policies applied and disclosed in the financial
statements comply (that is there are no instances of non-compliance or non-assessment) (see
Examples 1, 2 and 3 below) or do not comply (there are one or more instances of non-compliance)
with all the recognition and measurement requirements in Australian Accounting Standards (except
for requirements set out in AASB 10 or AASB 128) (see Examples 4, 5 and 6 below), or that an
assessment has not been made (there are one or more instances of compliance / non-compliance not
having been assessed) (see Examples 6 and 7 below).

Based-—on—the-AASB’sresearch,—some—of the—mostfrequent Some common examples of non-
compliance with recognition and measurement requirements in Tier 1: Australian Accounting
Standards include:

(@)

In relation to paragraph 9A{B)(d) of this Standard, information about the accounting for subsidiaries
and investments in associates and joint ventures is fundamental for a user’s understanding of the
scope of the financial statements. Some entities are required to determine their financial reporting
requirements based on the application of recognition and measurement requirements in Australian

Accountlng Standards mcludmg consolldatlon%pexamplearpmpnetapyeempany—sub}eeﬁeseeuen

eempame&eeneemed Other entltleS—tymeallyJedgmgmuaneHHepeptSMH{hJeheAGNe make thelr

assessments based on individual entity circumstances only. In instances where legislation does not
require assessment on a consolidated basis, and an entity has not made an assessment of whether its
interests in other entities are subsidiaries, associates or joint ventures, an entity shall make a statement
that they have not been assessed (see Example 2 below).

Exemptions from consolidation of subsidiaries are provided in AASB 10, paragraphs 4(a) and Aus4.1
(as modified by paragraph Aus4.2), including when the entity is a wholly-owned subsidiary and its
ultimate parent produces consolidated financial statements that are available for public use and
comply with accounting standards. Bireeters Those charged with governance preparing special
purpose financial statements might have other reasons for non-consolidation of some or all of an
entity’s subsidiaries, and paragraph 9A{b)(d) requires these reasons to be disclosed (see Example 3
below).

A heading ‘Tllustrative Examples’ is added above paragraph IG13, and the table in paragraph IG13 is amended

as follows:
Scenario/Example 1 2 3 4 5 6
ACNG v v v v v
Trust deed
Reporting Corporations
Framework Act 2001 v v v
Other -
document
Yes v v
Subsidiaries Not
No assessed v v v v
Yes v
n/a
Consolidated No n/a n/a n/a n/a
Partially v
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70

Scenario/Example 2 3 4 5 6 7
Associates / Joint Yes Not v
\entures No assessed v v v v
Yes

Equity accounted No v n/a n/a n/a n/a
Partially 4

Material accounting Yes v v

policies comply with No v v v

all recognition and

measurement

requirements Not assessed v v

(except for AASB 10

or AASB 128)

Financial statements Yes v v

overall comply with No v v v

all recognition and

measurement

requirements Not assessed v

(except for AASB 10

or AASB 128)

Paragraph 1G14 and the illustrative examples that follow the paragraph are amended as follows, and
paragraph IG14A is added:

1G14

IG14A

The following examples |IIustrate how an entrty mrght apply the disclosure requrrements in paragraph
9A of this Standard w ’ G

Ilmlted facts presented Although some aspects of the examples mlght be present in actual fact
patterns, all relevant facts and circumstances of a particular fact pattern need to be evaluated when

applying disclosurerequirements-of this the Standard.

In Examples 1 and 3, the not-for-profit entity has interests in subsidiaries, associates and joint

ventures; in Example 2 the not-for-profit entity did not determine whether its interests in other entities
give rise to interests in subsidiaries, associates or joint ventures. If the not-for-profit entities in
Examples 1 and 3 applied the Tier 3 reporting requirements for interests in such entities set out in
[Draft] AASB 10XX General Purpose Financial Statements — Not-for-Profit Private Sector Tier 3
Entities (either in general purpose financial statements they elected to prepare in accordance with
[Draft] AASB 10XX or in special purpose financial statements for which they concluded the Tier 3
requirements are appropriate for meeting their users’ information needs), those interests in
subsidiaries, associates and joint ventures would be identified under [Draft] AASB 10XX (Section 8)
as interests in ‘notable relationship entities’. [Draft] AASB 10XX identifies a notable relationship as
existing whenever the entity has at least significant influence over an entity in which it holds an
interest. Section 8 of [Draft] AASB 10XX specifies certain disclosures to be made about notable
relationships of not-for-profit private sector Tier 3 entities, regardless of whether the entity identifies
the category of each notable relationship (ie whether control, joint control or significant influence).

# Example

Illustrative disclosure

1 Compliance with all recognition and
measurement requirements in Australian
Accounting Standards including

AASB 10 and AASB 128

Charity-A-tre ABC Building Fund, a not-
for-profit parent, prepares consolidated
special purpose financial statements that:

Charity-A-tne ABC BU|Id|ng Fund is a not-for-| proflt entity. The

responsible
officers of the Fund are of the opinion that there are unlikely to be

users of these financial statements who are not in a position to
require the preparation of reports tailored to their information
needs the—Asseerauenmaet—a—repermgennﬁeasesemnay—ebtarﬂ
. These special
purpose financial statements have therefore been prepared in order

consolidate all its subsidiaries in a
manner  consistent  with  the
requirements set out in AASB 10;

equity account all its investments in
associates and joint ventures in a
manner  consistent  with  the
requirements set out in AASB 128;
and

apply accounting policies that
comply with all the recognition and

to meet the requirements of the terms that established the Fund

.[’ st aﬁ Han-Char rtrles aﬁ d-Net Eg' P QIE'FS co - 'SS'EQ Act ng12
MWM%MQWW | i .

Charity-A-tre ABC Building Fund has consolidated all its
subsidiaries consistent with the requirements set out in AASB 10
Consolidated Financial Statements and equity accounted for its
investments in associates and joint ventures in a manner consistent
with the requirements set out in AASB 128 Investments in
Associates and Joint Ventures.
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Illustrative disclosure

measurement  requirements  in
Australian Accounting Standards.

These consolidated special purpose financial statements comply
with all the recognition and measurement requirements in
Auwustralian Accounting Standards.

Compliance with all recognition and
measurement requirements in Australian
Accounting Standards except for

AASB 10 and AASB 128 (interests in
other entities not assessed)

Charity-B-tre DEF Trust, a not-for-profit
entity, prepares special purpose financial
statements that:

e do not consolidate or equity account
any entities as Charity-B—tnc DEF
Trust did not determine whether its
interests in other entities give rise to
interests  in  subsidiaries  or
investments in associates or joint
ventures; and

e apply accounting policies that
comply with all the recognition and
measurement  requirements  in
Australian Accounting Standards.

The legislative framework in which

Charity B-lne DEF Trust operates does

not require it to identify subsidiaries,

associates or joint ventures to determine
its financial reporting requirements.

Charity-B-tre DEF Trust is a not-for-profit entity. It has prepared
special purpose financial statements as +in the opinion of the
Management-Committee trustee, CharityB-lneis-notareporting
entity-as-is-users-may it is unlikely that there are users of these
financial statements who are not in a position to request the
financial information they need. These special purpose financial
statements have been prepared to satisfy the trustee’s reporting
requirements under the trust deed for-distribution-te-members-and
forthe-puresesoi-futfiting-the reportingregtrementsunderthe
.E’ st ? Han-Char |_t||es ? d-Net ? Fpi elﬁl_ts Coma 'ss'ﬁg AGt2012
%depwmehﬁmﬁm—smmw i } .

Charity-B-tre DEF Trust has not assessed whether it has
relationships with other entities which, for financial reporting
purposes, might be considered subsidiaries, associates or joint
ventures as it is not required by the-fAustralian-Charities-and-Net-
for-profits- Commission-Aect-2012] any relevant legislative

framework to do so.

These special purpose financial statements comply with all the
recognition and measurement requirements in Australian
Accounting Standards (except for the requirements set out in
AASB 10 Consolidated Financial Statements or AASB 128
Investments in Associates and Joint Ventures).

Compliance with all recognition and
measurement requirements in Australian
Accounting Standards except for
AASB 10 and AASB 128 (some
subsidiaries not consolidated and some
associates and joint ventures not equity
accounted)

~GHI
as trustee of the GHI Alumni Assocwnon
prepares partially consolidated special
purpose financial statements that:

e  consolidate some but not all of its
subsidiaries (and are therefore
inconsistent with the requirements
set out in AASB 10);

e do not equity account all its
investments in  associates and
investments in joint ventures in a

manner  consistent  with  the
requirements set out in AASB 128;
and

e apply accounting policies to those
partially ~ consolidated financial
statements that comply with all the
recognition and  measurement
requirements in Australian
Accounting Standards (except for
requirements set out in AASB 10 or
AASB 128).

MNO-Ltd GHI as Trustee of the GHI Alumni Association, a not-
for-profit entity, has prepared special purpose financial statements
consolidating the GHI Alumni Association. as-In the opinion of
the Birectors trustee, 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 Direetors>

trustee’s reporting requirements under the fAustratian-Charities
: Q e - ‘ s of

‘ i e £ ; i ol
staterments-are-prepared] trust deed.

These financial statements do not consolidate all of MNO-Etd’s
GHTI’s subsidiaries or equity account all its investments in
associates and investments in joint ventures as the Birectors{did
notperform-a-detailed-assessment-of all of MNO Ltd’s
relationships-with-other-entities;-and-instead trustee has elected to
only consolidate those entities MNO-Etd GHI has a 100%
ownership interest in / insert an explanation of why some
subsidiaries, associates and joint ventures are not consolidated /
equity accounted.]

MNO-Ltd’s The partially consolidated special purpose financial
statements comply with all the recognition and measurement
requirements in Australian Accounting Standards (except for the
requirements set out in AASB 10 Consolidated Financial
Statements or AASB 128 Investments in Associates and Joint
Ventures).

Known non-compliance with all
recognition and measurement
requirements in Australian Accounting
Standards that is not extensive

XYZ Twins £td, a not-for-profit entity
that is ret-a-charity a partnership,
determined that it does not have any
subsidiaries, associates or joint ventures
(and therefore requirements set out in
AASB 10 and AASB 128 are not

XYZ £td-Twins, a not-for-profit entity, has prepared special
purpose financial statements as-in-the-opinion-ofthe Directors-itis
urhkely-there-are-users-of-these-financial-statements-wheo-are-netin
& pﬁesntle_ 0 |equ|.e the-p e_pala‘tle of ﬁ_epe ts tlalleled to-thet
beenprepared to satisfy the Directors™ partners’ reporting
requirements under the Cerperations-Aet-2001 partnership
agreement.

These special purpose financial statements do not comply with all
the recognition and measurement requirements in Australian
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Illustrative disclosure

applicable) and prepares special purpose
financial statements that apply material
accounting policies that do not comply
with all the recognition and measurement
requirements in Australian Accounting
Standards. The differences are not
extensive.

Accounting Standards.

The recognition and measurement requirements that have not been
complied with are those specified in AASB 15 Revenue from
Contracts with Customers and AASB 1058 Income of Not-for-
Profit Entities as, in accounting for income, recognition of all grant
income has been deferred [[until the related expenses are incurred
without assessing whether there are enforceable performance
obligations to transfer a good or service to a third party which are
sufficiently specific to know when the performance obligation has
been satisfied] / [where the grant is for multi-years without
assessing whether there is a performance obligation or the grantor
retains control of the remainder of the grant at the end of each year]
/ insert further details including an indication of how material
recognition and measurement requirements in Australian
Accounting Standards have not been complied with].

Known non-compliance with all
recognition and measurement
requirements in Australian Accounting
Standards that is extensive

Gharity-D-tne JKL Family Trust, a not-
for-profit entity, does not have any

subsidiaries, associates or joint ventures
(and therefore requirements set out in
AASB 10 and AASB 128 are not
applicable) and prepares special purpose
financial statements that apply material
accounting policies that do not comply
with all the recognition and measurement
requirements in Australian Accounting
Standards. Although the differences have
not been quantified, they are extensive
and an indication of the differences are-is
presented with the appropriate note
disclosing the accounting policy.

Charity-B-lre JKL Family Trust, a not-for-profit entity, has
prepared special purpose financial statements as, in the opinion of

the Management-Gommittee trustees, 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 Management-Committee’s trustees’ reporting
requirements under the fAustratian-Charities-and-Not-for-profits

prepared] trust deed.

These special purpose financial statements do not comply with all
the recognition and measurement requirements in Australian
Accounting Standards.

[The material accounting policies adopted in the special purpose
financial statements are set out in notes X-Y and indicate how the
recognition and measurement requirements in Australian
Accounting Standards have not been complied with.

Note X: Revenue

exist Trust income is recognised on a cash basis. This does not
comply with AASB 15 Revenue from Contracts with Customers or

AASB 1058 Income of Not-for-Profit Entities.

Note Y: Employee Benefits

Long-term provision recognised for long service leave has been
measured on the undiscounted basis which does not comply with
AASB 119 Employee Benefits.

]

At least one material accounting policy
not assessed for compliance with
recognition and measurement
requirements in Australian Accounting
Standards (combined with known non-
compliance with recognition and
measurement requirements in Australian
Accounting Standards)

MLK Pty Ltd, a not-for-profit entity
small proprietary company, does not
have any subsidiaries; or investments in
associates or joint ventures (and therefore
requirements set out in AASB 10 and
AASB 128 are not applicable) and is
required by its company charter to
prepare financial statements for
distribution to its shareholders. MLK Pty

MLK Pty Ltd is a not-for-profit entity. In the opinion of the
directors Gharity-E-Ltd-is-nota-reporting-entity as-Hs-users-may
request-the-financial-information-they-need it is unlikely that there
are users of these financial statements who are not in a position to
require the preparation of reports tailored to their information
needs. These special purpose financial statements have been

prepared for distribution to members-and-forthe-purpeses-of
culfilli - ‘ :

shareholders consistent with the requirement in the company
charter.

These special purpose financial statements do not comply with all
the recognition and measurement requirements in Australian
Accounting Standards.

The material accounting policies adopted in the special purpose
financial statements include:

- [deferring all grant income upon receipt and not recognising as
revenue until the related expenses are incurred, without
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Ltd prepares special purpose financial
statements that apply some material
accounting policies that do not comply
with the recognition and measurement
requirements in Australian Accounting
Standards and some material accounting
policies that have not been assessed for
compliance with the recognition and
measurement requirements in Australian
Accounting Standards.

assessing whether enforceable performance obligations exist,
which does not comply with AASB 15 Revenue from Contracts
with Customers or AASB 1058 Income of Not-for-Profit
Entities;

- insert further details including an indication of how material
recognition and measurement requirements in Australian
Accounting Standards have not been complied with].

The material accounting policies disclosed in note X that have not
been assessed for compliance with the recognition and
measurement requirements of Australian Accounting Standards
include:

- Long-service leave; and
- Impairment of assets.

At least one material accounting policy
not assessed for compliance with
recognition and measurement
requirements in Australian Accounting
Standards (all other material accounting
policies comply with recognition and
measurement requirements in Australian
Accounting Standards)

Trust MNO Charity-Ftre, a not-for-

profit entity, does not have any
subsidiaries; or investments in associates
or joint ventures (and therefore
requirements set out in AASB 10 and
AASB 128 are not applicable) and
prepares special purpose financial
statements that apply some material
accounting policies that have not been
assessed for compliance with the
recognition and measurement
requirements in Australian Accounting
Standards. All other material accounting
policies comply with the recognition and
measurement requirements in Australian
Accounting Standards.

Charity Fne Trust MNO, a not-for-profit entity, has prepared
special purpose financial statements as, in the opinion of the
Management-Committee trustee, 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 Management-Committee’s trustee’s reporting
requirements under fthe-Austratian-Charities-and-Not-for-profits
L : s of ‘ i )
trust deed.
Charity-Fne Trust MNO has not assessed whether these special
purpose financial statements comply with all the recognition and
measurement requirements in Australian Accounting Standards.

[The material accounting policies disclosed in note X that have not
been assessed for compliance with Australian Accounting
Standards include:

- Recognition of income; and

- Long-service leave.]

OR

[The material accounting policies adopted in the special purpose
financial statements are set out in notes X-Y and indicate how they

have not been assessed for compliance with the recognition and
measurement requirements in Australian Accounting Standards.

Note X: Revenue

" . ; .
Trust income is recognised when receivable. This accounting
policy has not been assessed for compliance with the recognition

and measurement requirements in Australian Accounting
Standards.

Note Y: Employee Benefits

Long-term provision recognised for long service leave has been
measured to reflect the direetors trustee’s best estimate of the
amounts payable for those employees expected to achieve seven
years of service at the reporting date, and has not been assessed for
compliance with the recognition and measurement requirements in
Auwustralian Accounting Standards.]
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