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Dr Keith Kendall 
Chair 
Australian Accounting Standards Board 
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Collins Street West VIC 8007 

27 February 2025 

Dear Dr Kendall 

ED 334 Limiting the Ability of Not-for-Profit Entities to Prepare Special 
Purpose Financial Statements 
KPMG Australia (KPMG) is pleased to have the opportunity to comment on ED 334 
Limiting the Ability of Not-for-Profit Entities to Prepare Special Purpose Financial 
Statements (ED334). Our comments on ED 335 General Purpose Financial Statements 
– Not-for-Profit Private Sector Tier 3 Entities (ED335) are contained in a separate
submission and therefore, our comments in this submission are focused on ED 334.
We broadly support the proposals, as a whole, set out in ED 334 on the premise that ED 
334 and 335 will be made available for adoption concurrently. We support a single 
financial reporting framework being applicable to all entities, including both for-profit and 
not-for-profit (NFP) entities, to achieve the objectives of financial reporting – consistent, 
comparable, transparent and enforceable.  We agree that ED 334 should have the same 
application date as ED335 such that smaller NFP private sector entities could alleviate 
the burden of preparing general purpose financial statements (GPFS) with the 
application of Tier 3 financial reporting framework as proposed in ED 335. 
It is understood, some NFP entities that have previously assessed to not be reporting 
entities, and therefore prepared standalone special purpose financial statements 
(SPFS), will under the proposals need to prepare consolidated GPFS.  We have 
identified some concerns on the application of the control model under AASB 10 
Consolidated Financial Statements for certain NFP entities, in particular, for some 
religious organisations. Consider an example of a diocese  involved in or responsible for 
wide ranging activities through separate legal structures, e.g. aged care, home care, 
childcare and education.  In such scenarios it can be challenging to assess the level 
within the organisation where control resides.  While agreements or memoranda may 
exist, and separate boards be in operation, applying the control model in AASB 10 to 
assess power, returns (principally non-financial in the NFP context) and linkage may 
result in diversity in application for largely similar arrangements. We recommend the 
AASB consider expanding its current guidance in AASB 10 to include more application 
examples of how the control model can be applied in the context of such religious 
organisations.  
We have set out our detailed comments to select questions in the Appendix to this letter. 
We agree with questions 2, 3 and 8, do not have specific comments on these proposals 
and therefore have not reproduced them in the Appendix. 
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We would be pleased to discuss our comments with members of the AASB or its staff. If 
you wish to do so, please contact Julie Locke on (02) 6248 1190, or myself on (02) 9455 
9120. 

Yours sincerely 

Kim Heng 
Partner 
KPMG Australia 
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Appendix  
Applying the Conceptual Framework to not-for-profit entities 
1. Do you agree with the proposed amendments to extend the application of the

Conceptual Framework to not-for-profit entities, including the proposed
amendments to the Framework for the Preparation and Presentation of
Financial Statement and SAC 1? If you disagree, please explain why.
We agree with the proposed amendments to extend the application of the
Conceptual Framework to not-for-profit entities. We believe the proposed
amendments effectively align the not-for-profit financial reporting framework to the
existing for-profit financial reporting framework resulting in one single financial
reporting framework for entities that prepare GPFS. We believe this is also
consistent with the AASB’s objective of transaction neutrality.

Limiting the ability of certain not-for-profit entities to prepare special purpose 
financial statements  
4. Do you agree with the proposed amendments to AASB 1057 Application of

Australian Accounting Standards to extend the application of Australian
Accounting Standards to, in general, not-for-profit entities that are required:
(a) by legislation to comply with either Australian Accounting Standards or
accounting standards; or
(b) only by their constituting document or another document to prepare
financial statements that comply with Australian Accounting Standards,
provided that the relevant document is created or amended on or after a
specified date;
such that these entities are required to prepare general purpose financial 
statements?  
If you disagree, please explain what you suggest instead and why. 
We agree with the proposed amendments to AASB 1057 on the premise that ED 
334 and 335 will be made available for adoption concurrently. The proposed 
amendments align the requirements for both for-profit and not-for-profit entities to 
prepare GPFS that improves the enforceability, transparency and consistency in the 
Australian financial reporting framework.  The proposed amendments also allow for 
the ‘grandfathering’ of existing constituting documents or other documents, and 
thereby not requiring NFP entities to incur undue cost in amending such documents 
unnecessarily – i.e. only for the change in the financial reporting framework. 
In our experience, a cohort of NFP entities currently prepare SPFS to fulfill their 
financial reporting obligations under agreements referenced to the legislation of 
Australian Government, e.g. funding agreements entered into by a school with the 
Department of Education, and that agreement references the Education Act. Whilst 
we expect these reporting obligations required by the legislation itself are in scope 
of these proposals, we recommend the AASB provide additional guidance to assist 
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NFP entities to understand how this should be assessed, interpreted and applied in 
the NFP sector.   

Disclosure in special purpose financial statements 
5. The AASB is proposing to amend AASB 1054 Australian Additional

Disclosures and AASB 1057 to require 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 to
disclose the information specified by paragraphs 8, 9 and 9A of AASB 1054 in
special purpose financial statements, including information about its adopted
accounting policies and changes in those accounting policies (proposed
paragraphs 9A(b) and 9A(c) of AASB 1054).
Do you agree with this proposal? If you disagree, please explain why.
We agree with the proposal to amend AASB 1054 and AASB 1057 to require certain
NFP private sector entities that prepare SPFS to disclose information relating to their
basis of preparation.
In our experience, comparability might not be the primary concern for the users of
the SPFS, however, we believe requiring additional disclosures about the extent of
compliance with Australian Accounting Standards provides useful and complete
information for the users to understand the accounting policies adopted by the entity.

Transitional provisions 
6. Do you agree with the proposals set out in Appendix F in AASB 1053 and

paragraph Aus12.2 of AASB 1 First-time Adoption of Australian Accounting
Standards? If you disagree, please explain why.
We support the proposals set out in Appendix F in AASB 1053 and paragraph
Aus12.2 of AASB 1. We agree with the AASB’s view that limiting the availability of
transitional relief to early adopter incentivises entities to transition early to GPFS.
However, if the early adoption period of three years as currently proposed is
reduced, we suggest the transitional relief should be made available in the first year
of adoption allowing entities to have sufficient time to transition to GPFS.

7. Do you agree with the proposed amendments to paragraph 20A of AASB
1053? If you disagree, please explain why.
We agree with the proposed amendments to paragraph 20A of AASB 1053.
Providing similar transitional reliefs that were made available to for-profit private
sector entities is consistent with the AASB’s objective of transaction neutrality. Such
relief will also reduce the cost of transition for affected entities.


