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Introduction
This factsheet is a brief guide to the continuing place of special purpose financial statements (SPFS) in
Australia’s financial reporting framew ork in light of the framew ork reforms in both the for profit and not for
profit sector currently being implemented by the Australian Accounting Standards Board (AASB).
It has been developed jointly by CPA Australia and Chartered Accountants Australia and New Zealand
(CA ANZ) to ensure our members and other stakeholders understand the AASB’s changes and can
identify if they need to alter their current financial reporting practices.
What has happened?
In March 2020, the AASB released AASB 2020-2 Amendments to Australian Accounting Standards –
Removal of Special Purpose Financial Statements for Certain For-Profit Private Sector Entities (AASB
2020-2).
Compliance w ith this standard means that the preparation and lodgement of an SPFS can no longer be an
option for large for-profit com panies and some other for-profit entities who have legislative or other
reporting requirements that require compliance w ith Australian Accounting Standards (AAS) or, in some
cases the more generic term of ‘accounting standards’. AASB 2020-2 applies to financial years beginning
on or after 1 July 2021, i.e. for financial years ending 30 June 2022 and beyond. Early adoption of the
reforms is encouraged via beneficial transitional provisions that are only available to those w ho choose this
option.
Who isn’t im pacted – i.e. m ay still be able to prepare special purpose financial statem ents?
Entities that are not affected by these changes include:
•
entities reporting under legislation w hich requires the preparation of :
o financial information and not financial statements, such as friendly societies, retirement
villages, superannuation funds and some incorporated associations
o financial statements that are not required to comply w ith either AAS or accounting standards,
such as gaming venue operators and internet gaming licensees.
•
small proprietary companies w hich do not have any financial reporting lodgement requirements under
Chapter 2M.3 of the Corporations Act 2001. Exceptions include those w ho are foreign controlled,
crow d source equity funded or small proprietary companies preparing financial reports at the request
of ASIC or shareholders as they are w ithin the scope of AASB 2020-2. The thresholds defining a large
proprietary company w ere doubled for financial years beginning on or after 1 July 2019 and a large
company is now one that meets tw o of the follow ing three criteria:
o consolidated revenue of $50 million
o consolidated gross assets of $25 million
o 100 employees.
•
entities w hose reporting requirements are contained in non-statutory documents (such as in a
constituting or other governing document). Such entities include self-managed superannuation funds
(SMSFs), trusts, partnerships and joint arrangements. How ever, if those governing documents are
created or amended after 1 July 2021 and include, or retain, a requirement for the financial statements
to comply w ith AAS (but not ‘accounting standards’), then they are captured by AASB 2020-2.
•
private sector NFPs w hose reporting requirements w ill be the subject of a separate consultation later
this year. More information on this reform program can be found in our NFP fact sheet.
•
public sector entities w hose reporting framew ork requirements w ill be considered once the NFP
reform proposals are complete.
More details on the scope of AASB 2020-2 can be found in the AASB’s Key facts on AASB 2020-2 and
AASB 2020-2 paragraph BC93. Entities that are impacted by AASB 2020-2 can find more information on
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their new reporting requirements and transition options in the CA ANZ/CPA Australia For profit framew ork
reporting reform fact sheet.
Can unaffected entities still prepare special purpose financial statem ents ?
The directors, ow ners or others charged w ith governance of entities not impacted by AASB 2020-2 can still
prepare SPFS to meet their legislative or other obligations to keep adequate books and records,
demonstrate adequate discharge of duties and to meet their taxation obligations. These SPFS can also be
used to provide other necessary financial information for internal financial management purposes, to
comply w ith bank financing and other arrangements or for due diligence including sale/purchase of
businesses.
How ever, the preparation of an SPFS presumes that the report is being specifically tailored to the needs of
users and that it does meet those needs. Where the needs of users are more diverse, and/or they cannot
demand inclusion of the information they require, a GPFS may be a more suitable option.
How do I ensure special purpose financial statem ents are still appropriate for a particular entity?
An entity’s directors, ow ners or others charged w ith governance are responsible for determining the
appropriateness of the preparation of SPFS in the specific circumstances of the entity. This decision
should be reassessed and documented at every reporting period in order to demonstrate that user needs
have been considered.
If the entity is still preparing an SPFS under reporting requirements that include compliance w ith
accounting standards, reference should be made to SAC 1 Definition of the Reporting Entity for more
specific guidance. It states that an SPFS should only be used by ‘non-reporting entities’ w ho do not have
users dependent on general purpose financial statements (GPFS) to satisfy their information needs (see
paragraph 19 of SAC 1). Typical financial statement users are shareholders, creditors and lenders but may
also be employees or other third parties impacted by the entity.
Significant factors in identifying the existence of users and their needs, as explained in paragraphs 19-22
of SAC 1 include:
•
the degree of separation of ow nership and control,
•
the economic or political influence the entity has on third parties, and
•
its financial characteristics.
It is possible that changes to any of these factors can occur at any time and therefore annual
reassessment of the entity’s non-reporting entity status is required by paragraph 28 of SAC 1. If the
financial statements are audited, then this decision w ill also be review ed by the auditors in forming their
opinion.
What inform ation should special purpose financial statem ents contain?
Subject to some legislative requirements discussed below , the form and content of SPFS remains a matter
for the entity’s directors, ow ners or others charged w ith governance and should be tailored to meet the
needs of its users.
How ever, companies lodging under the Corporations Act (including companies limited by guarantee and
large proprietary companies not early adopting AASB 2020-2) are still required to apply some AAS in their
financial reports. So too are charities lodging w ith the ACNC. These minimum requirements are AASB 101
Presentation of Financial Statements, AASB 107 Statement of Cash Flows, AASB 108 Accounting
Policies, Changes in Accounting Estimates and Errors, AASB 1048 Interpretation of Standards and AASB
1054 Australian Additional Disclosures. Corporations Act entities should also consider the Australian
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Securities and Investments Commission (ASIC) Regulatory Guide 85 Reporting requirements for nonreporting entities w hen preparing SPFS.
In addition, for financial years ending on or after 30 June 2020 NFP entities that are
required to comply w ith AASB 1054 w ill need to make the additional disclosures imposed by AASB 2019-4
Amendments to Australian Accounting Standards – Disclosure in Special Purpose Financial Statements of
Not-for-Profit Private Sector Entities on Compliance with Recognition and Measurement Requirements .
These disclosures relate to the basis of the decision to prepare SPFS and the extent to w hich the SPFS
complies w ith the recognition and measurement requirements of AAS. The disclosures are being
introduced to ensure users, including regulators can clearly identify and understand the bases on w hich
the SPFS is prepared. For more details see our NFP fact sheet.
The AASB is also proposing that that disclosures similar to those required of NFPs by AASB 2019-4 be
extended to some for-profit entities that are still eligible to and do prepare SPFS.
These proposals are contained in ED 302 Disclosures in special purpose financial statements of certain for
profit private sector entities and w ill impact entities
•
w ithin the scope of AASB 2020-2 that choose not to early adopt the requirements of this
standard in their 30 June 2021 financial statements (adoption is mandatory for 30 June 2022).
•
Those w ith constitutional reporting requirements to prepare “financial statements in accordance
w ith accounting standards”, that under AASB 2020-2 are exempt from the need to transition to
GPFS because these documents w ere prepared prior to 1 July 2021. These entities include selfmanaged superannuation funds (SMSFs), trusts, partnerships and joint arrangements . The new
disclosures w ill apply to their SPFS w henever the references to ‘accounting standards or AAS’
remain unamended in those constitutional documents.
They w ill require disclosure of the reasons w hy an SPFS has been prepared, the material accounting
policies applied and the extent to w hich these policies comply w ith the recognition and measurement
requirements of AAS, including the requirements for consolidation/ equity accounting of interests in other
entities. The AASB is of the view that requiring additional disclosures is necessary to ensure that the users
of these reports also clearly understand the basis of the SPFS preparation and that the benefits of this
transparency w ill outw eigh any costs associated w ith their preparation of these disclosures.
Comments on ED 302 close on 11 September 2020 and the AASB plans to have an amending standard in
place for annual reporting periods ending on or after 30 June 2021 and w ill encourage early adoption. The
tw o accounting bodies w ill be making a submission and w elcome member feedback on the proposals.
In addition to these requirements CA ANZ/CPA Australia members w ho are involved in the preparation or
audit of SPFS have professional obligations around required disclosures in these reports under APES 205
Conformity with Accounting Standards. Auditors involved in the audit of SPFS should also consider the
guidance provided by the AUASB Bulletin Auditor’s Responsibilities and the Financial Reporting
Framework.
Is adoption of Australian Accounting Standards m andatory if special purpose financial statem ents
are to provide a “true and fair view ”?
Compliance w ith AAS is only mandatory for the preparation of a GPFS, or w here they are specifically
referenced in a legislative or other reporting requirement. The AASB, w hen finalising the scope of AASB
2020-2 decided not to mandate compliance w ith AAS w hen financial reporting requirements only refer to
preparation of financial statements that are “true and fair” (see paragraph BC77 of AASB 2020-2).
Therefore, complying w ith AAS in SPFS that purport to present a “true and fair” view remains a matter of
professional judgement for those involved in the preparation and audit of those financial statements. Such
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judgement should take into account the specific information needs of the users of the financial information
and w hether such needs are being met through the financial information presented in the SPFS.
AAS are based on IFRS, w hich have been primarily formulated to meet the general needs of a w ide range
of users in the w orld’s capital markets. This focus can result in the AAS prescribing recognition,
measurement and disclosure requirements that are more complex than may be appropriate for an entity
w ith a small group of identified users. The AASB’s NFP framew ork reform project is currently addressing
these concerns and is considering the possible implementation of simplified recognition and measurement
requirements for smaller NFP entities that w ould better reflect their specific reporting needs. The Federal
Government response to the ACNC legislative review has also recommended threshold reform that w ill
ensure reporting requirements are more appropriately targeted to an organisation’s size than is currently
the case.
More inform ation
•
•
•
•
•
•

AASB w ebsite – AASB 2020-2 media release, Research Report 10, AASB 2019-4, ED 302
AASB Research Report No. 10 – Legislative and regulatory financial reporting requirements
CA ANZ w ebsite – Australian framew ork reform and Q&A: Illustrative financial reports
CPA Australia financial reporting professional resources
AASB NFP framew ork reform project
Federal Government ACNC legislation review response

Disclaimer
This factsheet was prepared by CPA Australia ABN 64 008 392 452 (CPAA) and Chartered Accountants Australia and
New Zealand ABN 50 084 642 571 (CA ANZ).
This factsheet has been prepared for use by members of CA ANZ and CPAA in Australia only. It is not intended for use
by any person who is not a CA ANZ or CPAA member and/or does not have appropriate expertise in the factsheet's
subject matter.
The factsheet is intended to provide general information and is not intended to provide or substitute legal or professional
advice on a specific matter. Laws, practices and regulations may have changed since publication of these FAQs. You
should make your own enquiries as to the currency of relevant laws, practices and regulations.
No warranty is given as to the correctness of the information contained in this factsheet, or of its suitabili ty for use by you.
To the fullest extent permitted by law, CA ANZ and CPAA are not liable for any statement or opinion, or for any error or
omission contained in this factsheet and disclaim all warranties with regard to the information contained in it, including,
without limitation, all implied warranties of merchantability and fitness for a particular purpose. CA ANZ and CPAA are not
liable for any direct, indirect, special or consequential losses or damages of any kind, or loss of profit, loss or corruption
of data, business interruption or indirect costs, arising out of or in connection with the use of this publication or the
information contained in it, whether such loss or damage arises in contract, negligence, tort, under statute, or otherwise.
Copyright Notice
© 2020 Chartered Accountants Australia and New Zealand and CPA Australia
Copyright Use Statement
This document is protected by copyright. Other than for the purposes of and in accordance with the Copyright Act 1968
(Cth), this document may only be reproduced for internal business purposes, and may not otherwise be reproduced,
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adapted, published, stored in a retrieval system or communicated in whole or in part by any means without express prior
written permission.

