
 

 

 

 


 
 

 

 

12 March 2020 

AASB approves removal of special purpose 

financial reports and new simplified disclosure 

standard 

At a glance 
On 6 March 2020 the AASB approved an amending standard (2020-2) that will remove the ability of 
certain for-profit private sector entities to prepare special purpose financial statements (SPFS). 

The AASB also approved a new simplified disclosure standard (AASB 1060) that will replace the 
previous Tier 2 reduced disclosure framework. Both standards will become effective from 1 July 2021 
with early adoption encouraged. 

Will I be affected? 

You will be affected if you are a for-profit private sector entity that is currently preparing SPFS and: 

● you are required by legislation to comply with "Australian Accounting Standards" (AAS) or 
"accounting standards", or 

● your constituting document or another document requires you to prepare financial statements 

that comply with AAS. 

I’m a not-for-profit or public sector entity - can I ignore all this? 

The removal of SPFS will only affect for-profit private sector entities; however, the replacement of 
Reduced Disclosure Requirements (RDR) with the new simplified disclosure standard will apply to all 
entities that are currently preparing Tier 2 general purpose financial statements (GPFS), including 

not-for-profit private sector entities and public sector entities. 

When will this change become effective? 

The amendments and the new disclosure standard become effective for financial years commencing 
on or after 1 July 2021. At the recent hearings of the parliamentary inquiry into the regulation of 



 

 

 

 
 

 

 
  

 

 
 

 
 

 




 

auditing in Australia some senators had clear views that the removal of special purpose financial 
reports should be expedited as soon as practicable. The AASB has encouraged early adoption by 
granting some transitional relief only to early adopters, as outlined below. Additionally, Treasury last 
year had increased the financial reporting thresholds for proprietary companies from 1 July 2019 
(exceeding two of the following: $25m assets, $50m revenue and 100 employees) to ensure financial 
reporting obligations are only targeted at economically significant companies. We are encouraging 
affected entities to early adopt these requirements once available. 

Can I adopt the removal of SPFS and the simplified disclosure standard early? 

Yes, the standards will be available for early adoption once they have been issued. We expect the 

standards to be issued shortly. 

Is there any transitional relief available? 

Special transitional relief applies if you apply the amendments and the new disclosure standard early. 
For financial years beginning before 1 July 2021: 

● You will not need to restate comparative information for any changes as a result of applying full 
recognition and measurement requirements for the first time. This means that if you have not 
complied with all recognition and measurement requirements while preparing SPFS, or have 

prepared stand-alone rather than consolidated financial statements, you can disclose your 
comparatives as they were disclosed in the previous SPFS. You will, however, need to disclose 

a reconciliation of equity from the latest SPFS to the adjusted opening balances in the notes. 
● You will not need to disclose comparatives for those note disclosures that were not previously 

required for SPFS (eg. related party or tax disclosures). This relief applies regardless of 
whether you have previously complied with all recognition and measurement requirements. 

This relief is not available if you wait until the mandatory date of 1 July 2021 to adopt the new 
standards. 

In addition to the above, the AASB will not require entities to distinguish between errors and changes 

in accounting policies when transitioning from SPFS to GPFS. 

Why is there a new disclosure standard? 

To better align our Tier 2 disclosures requirements to the international benchmark of IFRS for small 
and medium-sized enterprises (SMEs), the AASB has approved a new simplified disclosure standard, 
AASB 1060. This will replace the current Tier 2 reduced disclosure regime (RDR) and require less 

disclosures than the RDR. Instead of showing through shading which disclosures can be omitted, 
there will be a separate, stand-alone standard that lists all of the relevant disclosure requirements for 
entities eligible to report under Tier 2. 

You can find a comparison of the disclosure requirements in Appendix I of our latest VALUE 
ACCOUNTS Reduced Disclosure publication. Please note that this was based on the proposals in the 
exposure draft and will need to be updated to reflect a few amendments made in the final standard, 
including: 

● alignment of the presentation requirements for discontinued operations 

● addition of a requirement to disclose a numerical reconciliation of income tax expense (as 

currently required under RDR) and imputation credits 

https://www.pwc.com.au/assurance/ifrs/assets/value-accounts-rdr-dec-2019.pdf
https://www.pwc.com.au/assurance/ifrs/assets/value-accounts-rdr-dec-2019.pdf


 

               
     
             
              

     
 

                   
           

 
 

 
 

                
                  

            
 

  
 

                 
                

                 
           

                  
                   
            

 
 
 

 
  

 
   

 

  
  

   
 

  
  

   
 

 

 

 
 

   
 

 
 

● removal of a number of employee benefit disclosures that would have been above what is 

required under full AAS, and 

● retention of specific transition disclosures where an entity has applied transitional relief on 

adopting another standard and there are specific disclosures associated with that relief (eg. for 
AASB 16 Leases). 

There will be no changes regarding who can report under tier 2 - this will continue to be assessed 

based on whether the entity has public accountability or not. 

What if I am a significant global entity that has already transitioned to RDR 
GPFS? 

If you are currently preparing Tier 2 reduced disclosure GPFS, either because you are a significant 
global entity or for other reasons, you will need to change to the simplified disclosure standard at the 

latest for financial years commencing on or after 1 July 2021. 

What if I am a trust preparing a non-statutory financial report? 

If you are a trust and (i) your constituting document requires you to prepare financial statements that 
comply with AAS and (ii) you have no statutory reporting requirements, AASB 1054 will be amended 

so you will need to make a positive statement about the extent of your compliance with the 

recognition and measurement requirements of AAS, including consolidation and equity accounting 

and the extent of disclosures. For trusts where the constituting document is written or amended after 
1 July 2021, and the financial report is required to be prepared under AAS, then the report will need 

to be a general purpose report under Tier 1 or Tier 2. 

For more information on this publication please contact: 
Regina Fikkers Matt Stott Chelsea Hancock 
Partner Senior Manager Senior Manager 
02 8266 8350 03 8603 0736 02 8266 1450 

regina.fikkers@pwc.com matt.stott@pwc.com chelsea.hancock@pwc.com 
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