
 

 

Straight away 
IFRS bulletin from PwC 
 

AASB proposes solution to reporting entity 
and special purpose reporting issues 
 

What is happening? 

The AASB has issued a consultation paper1 proposing to remove entities’ ability to 
lodge special purpose financial statements (SPFS) with ASIC and other regulators. This 
will apply to entities whose financial statements must comply with Australian accounting 
standards.  
 
There will still be a two-tier reporting framework, but entities will no longer be able to opt 
out of standards by self-assessing as non-reporting entities. Tier 1 of the reporting 
framework will continue to be fully IFRS compliant and mandatory for all entities with 
public accountability. 
 
For tier 2, the AASB is proposing two options and is looking for feedback from 
stakeholders on which option they believe is more appropriate for both users and 
preparers: 

 Option 1: existing tier 2 (reduced disclosure regime, RDR) disclosures, and 

 Option 2: new tier 2 disclosures which will encompass the disclosures in the 
accounting standards that were previously mandatory for SPFS (AASB 101, 
AASB 107, AASB 108, AASB 1048 and AASB 1054) plus disclosures about 
related parties, revenue, impairment of assets and income tax. 

 

Why is this happening? 

The IASB has issued a revised Conceptual Framework for Financial Reporting (the 
revised Framework) which introduces a new definition of ‘reporting entity’ that is 
different to the notion of reporting entity currently used in the Australian accounting 
standards.2  
 
To allow Australian companies to remain IFRS compliant, the AASB needs to adopt the 
revised definition. However, this means entities will no longer be able to use the notion 
of ‘reporting entity’ in order to self-assess what type of financial statements (general 
purpose or special purpose) they should prepare. Additionally, Australia is the only 
country which allows companies to self-assess their reporting obligations. There has 
been much criticism of this and the AASB considers it’s time to better align globally. 
 
 

                                                   
1 Invitation to Comment ITC 39 Applying the IASB’s Revised Conceptual Framework and Solving the 

Reporting Entity and Special Purpose Financial Statement Problems, May 2018. 
2 Reporting entity is currently defined as “an entity in respect of which it is reasonable to expect the existence 

of users who rely on the entity’s general purpose financial statements for information that will be useful to 
them for making and evaluating decisions about the allocation of resources. A reporting entity can be a single 
entity or a group comprising a parent and all of its subsidiaries.” In contrast, the definition in the revised 
Conceptual Framework is “an entity that is required, or chooses to prepare financial statements. A reporting 
entity can be a single entity or a portion of an entity or can comprise more than one entity. A reporting entity is 
not necessarily a legal entity.” 
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http://www.aasb.gov.au/admin/file/content105/c9/ITC39_05_18_1525940517548.pdf
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When will this be happening? 

The AASB proposes that the revised Framework be adopted in two steps: 
 
Phase 1: Adoption by publicly accountable for-profit entities (eg. listed and disclosing 
entities) and other entities that voluntarily comply with IFRS. The proposed effective 
date is 1 January 2020. This phase will also involve revising the definition of public 
accountability to align with the terminology now used in the IFRS for Small and Medium 
Entities standard.3 
 
Phase 2: Adoption by other entities will start from 2021. Different application dates may 
apply to different types of entities (eg. for-profit and not-for-profit entities) depending on 
feedback received by the AASB. 
 

What does this mean for my company? 

You will be affected if you are required to prepare and lodge a financial report with a 
regulator that complies with the Australian accounting standards, but you have identified 
yourself as a non-reporting entity and lodge a ‘special purpose financial report’. 
Depending on which alternative is adopted for tier 2 and how much you are currently 
voluntarily disclosing, there may be some additional disclosures. Also, you will no longer 
be able to opt out of preparing a consolidated financial report or equity accounting for 
your investments in associates. 
 

Where do I find more information? 

You can find the full proposals on the AASB’s web site. The document also explains the 
other options that the AASB has considered and the reasons as to why the AASB 
prefers the approach outlined in this publication. The key facts of the new proposals are 
explained here. 
 

What I can do now?  

The AASB has asked for feedback on the phase 1 proposals by 9 August and on the 
phase 2 proposals by 9 November 2018.  
This is one of the most significant changes to the Australian financial reporting 
framework since the adoption of IFRS. You should take the time to familiarise yourself 
with the proposals and use the opportunity to shape future financial reporting in 
Australia by participating in the discussions and providing feedback.  
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3
The AASB is proposing to revise the definition of public accountability in phase 1 of the proposals, to align it 

with the wording now used in the IFRS for Small and Medium Entities standard. The following marked-up text 
shows the proposed changes to the definition, where public accountability is defined as: “accountability to 
those existing and potential resource providers and others external to the entity who make economic 
decisions but are not in a position to demand reports tailored to meet their particular information needs.  
A for profit private sector An entity has public accountability if  
(a) its debt or equity instruments are traded in a public market or it is in the process of issuing such 
instruments for trading in a public market (a domestic or foreign stock exchange or an over-the-counter 
market, including local and regional markets); or  
(b) it holds assets in a fiduciary capacity for a broad group of outsiders as one of its primary businesses. This 
is typically the case for banks, credit unions, insurance companies, securities brokers/dealers, mutual funds 
and investment banks. 
 

https://www.pwc.com/gx/en/about/corporate-governance/network-structure.html
http://www.aasb.gov.au/News/AASB-Consultation-Paper--Applying-the-IASB-s-Revised-Conceptual-Framework-and-Solving-the-Reporting-Entity-and-Special-Purpose-Financial-Statement-Problems?newsID=268256
http://www.aasb.gov.au/admin/file/content102/c3/7_KEY_FACTS_CF.pdf
http://www.aasb.gov.au/admin/file/content102/c3/7_KEY_FACTS_CF.pdf

