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Project summary 
The objective of the project is to develop a reporting framework that is 
simple, proportionate, consistent, transparent and cost effective for all 
not-for-profit (NFP) private sector entities in Australia. 
Features of such a framework could include additional reporting tiers 
with simplified recognition and measurement requirements that are 
capable of being audited and enforced. 
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Latest project news  
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20 May 2022 
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AASB Action Alert Update, Minutes and Board Papers 
Meeting Date Update 

February 2026 The Board continued its redeliberations of the proposals in Exposure Draft ED 335 
General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 Entities. The 
Board considered a working draft of a Tier 3 Standard and made the following 
decisions: 
(a)  to clarify that revenue is recognised in a manner that faithfully represents the 

pattern of the entity’s satisfaction of the commitments relevant to the transaction, 
which may be different to the timing of use of the transferred asset received by the 
entity; 

(a)  to require an entity to classify a deferred revenue obligation (or part thereof) as a 
current liability if it expects to recognise that revenue within twelve months after 
the reporting date; 

(c)  to require hedge accounting to be discontinued at the date of transition to the 
Tier 3 Standard; 

(d)  to add the option of permitting entities to use the carrying amount for investments 
in subsidiaries, associates, joint ventures and notable relationship entities in their 
most recent previous financial statements as the investment’s deemed cost at the 
date of transition; 

(e)  to clarify that a goodwill balance is derecognised at the date of transition, including 
in instances where the previous entity combination accounting was not restated, as 
permitted on transition; 

(f)  to require an entity that applied all relevant Tier 3 recognition and measurement 
requirements in its most recent previous financial statements but did not make an 
explicit and unreserved statement of compliance and is resuming application of the 
Tier 3 Standard to disclose why the entity stopped fully applying the Tier 3 reporting 
requirements and why it is resuming the application of those requirements; 

(g)  to permit an entity to early adopt the Tier 3 Standard only if it also applies to the 
same period the forthcoming amending Standard that will result from ED 334 
Limiting the Ability of Not-for-Profit Entities to Prepare Special Purpose Financial 
Statements; and 

(h)  to require entities transitioning from Tier 3 to Tier 2 requirements that apply one or 
more of the exemptions in proposed Appendix F of AASB 1053 (i.e. relief from 
restating comparative information, providing comparative information not 
previously disclosed or distinguishing the correction of errors from changes in 
accounting policies) to disclose that fact. 

4.0  Cover memo: NFP Private Sector Framework Project 
4.1  Working Draft of the Tier 3 Standard; and 
4.2  Clean Working draft of the Tier 3 Standard. 
  

November 2025 The Board continued its redeliberations of the proposals exposed in Exposure Draft 
ED 335 General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 
Entities. The Board considered a working draft of a Tier 3 Standard and made the 
following decisions: 
(a)  to more clearly explain the not-for-profit entities to which the Tier 3 Standard is 

intended to apply, such as charities; 
(b)  to align the titles of financial statements in the Tier 3 Standard with those used in 

AASB 18 Presentation and Disclosure in Financial Statements; 

https://aasb.gov.au/media/unlokz5h/10-0_cm_nfpfrf_m216_pp.pdf
https://aasb.gov.au/media/cnljfsaj/10-1_sp_effectivedate_nfpfrf_m216_pp.pdf
https://aasb.gov.au/media/mc3n1uz1/10-2_sp_workingdraftoftier3std_m216_pp.pdf
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(c)  to require an entity that accounts for investments in notable relationship entities to 
present the same financial statement line items as specified for investments in 
associates and joint ventures; 

(d)  to clarify that an entity discontinues fair value measurement and applies the cost 
model – which includes impairment as specified in Section 10 – for investments in 
unlisted equity instruments, including investments in notable relationship entities, 
and investments in subsidiaries, associates and joint ventures in separate financial 
statements, when the variability in the range of reasonable fair value 
measurements is significant and their probabilities cannot be reasonably assessed; 

(e) to require investment property measured under the fair value model to be 
measured under the cost model in Section 15 until disposal of the investment 
property if the entity determines that the fair value is not reliably measurable on a 
continuing basis; 

(f) given the disclosures about significant loans in Section 10 – to delete the 
requirements in Sections 15 and 16 to disclose the nature and amount of loans for 
which items of property, plant and equipment and intangible assets are pledged as 
security; 

(g) to delete the requirement in Section 16 for an entity to disclose the line items in the 
statement of profit or loss and other comprehensive income (or alternative 
statements) that include any amortisation of intangible assets; 

(h) to provide an impracticability exemption from the disclosures about contingent 
liabilities and contingent assets in Section 19 (other than brief descriptions), and to 
require disclosure when the exemption has been applied; 

(i) to delete the specific disclosures of guarantees and the examples of firm 
commitments in Section 19; 

(j) to delete Section 22: Borrowing Costs, as the requirements are covered in other 
sections; and 

(k) to clarify in Section 23 that the loss of service potential of inventories held for 
distribution is measured by reference to the cost or current replacement cost of the 
inventories, as appropriate, rather than to the more easily determinable amount.  

The Board decided that the effective date of the Tier 3 Standard would be annual 
reporting periods beginning or after 1 July 2029, with earlier application permitted. 
10.0  Cover memo: NFP Private Sector Framework Project 
10.1  Redeliberation – Effective Date; 
10.2  Working Draft of the Tier 3 Standard;  
10.3  Clean Working draft of the Tier 3 Standard;  

Oct 2025 The Board continued the redeliberation of the proposals exposed in Exposure Draft ED 
335 General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 Entities. 
The Board made the following decisions: 
(a) To finalise the proposals in Section 10: Financial Instruments as exposed, except to; 

(i) specify that AASB 9 (or other relevant Standards) applies only to the more 
complex financial instruments and financial instruments not commonly held by 
Tier 3 entities listed in paragraph 10.3, such that the entity will be required to 
develop an appropriate accounting policy for other such financial instruments;  

(ii) explicitly specify that an entity need not separately recognise and measure embedded 
derivatives; 

(iii) no longer require the recognition of a commitment to provide a loan at a below-
market rate; 

https://aasb.gov.au/media/unlokz5h/10-0_cm_nfpfrf_m216_pp.pdf
https://aasb.gov.au/media/cnljfsaj/10-1_sp_effectivedate_nfpfrf_m216_pp.pdf
https://aasb.gov.au/media/mc3n1uz1/10-2_sp_workingdraftoftier3std_m216_pp.pdf
https://aasb.gov.au/media/tjrd2i2w/10-3_clean_wiptier3standard_m216_sm.pdf
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(iv) amend paragraph 10.7(a) to clarify that all financial assets held to generate both 
income and a capital return for the entity are to be measured at fair value; 

(v) amend paragraphs 10.12 and 10.13 to avoid the apparent inconsistency with fair value 
as described in Tier 1 and Tier 2 reporting requirements; 

(vi) amend paragraph 10.16 so that the calculation of interest income and expense is not 
limited by the carrying amount of the financial asset or financial liability at the 
beginning of a period; 

(vii) amend paragraph 10.21 to require an impairment loss to be measured as the 
difference between the asset’s carrying amount and the estimated future cash flows 
receivable; and  

(viii) amend paragraph 10.27 to clarify that separate disclosure is required of those fair 
value measurements that are based are a quoted price in an active market for an 
identical asset or liability;  

(b) to finalise the proposals in Section 20: Revenue as exposed, except to: 
(i) include brief guidance that internal expectations communicated by an entity’s 

management regarding the intended use of an asset received do not, on their own, 
give rise to a deferred revenue obligation if those expectations were formed and 
communicated after the asset has been received;  

(ii) clarify in illustrative examples E, F and H that the ‘common understanding’ referred to 
in the examples exists regardless of whether the reporting entity has an enforceable 
obligation to provide the promised goods or services; 

(iii) add an illustrative example of a charity that establishes a common understanding with 
donors when it raises donations for a specified appeal but also indicates that if greater 
funds are raised than needed for the intended purposes, the excess funds will be 
redirected to an alternative charitable purpose; 

(iv) clarify in the scope paragraph that sales of assets are revenue when they arise in the 
course of the entity’s ordinary activities; 

(v) replace the reference to fair value as the initial measurement requirement for debtors 
with a reference to transaction price in paragraph 20.5; and 

(vi) clarify that if a pledge has been made to the entity and is probable to result in an 
inflow of economic benefits, the disclosure requirements for contingent assets in 
paragraph 19.15 would apply to the pledge; 

(c) to finalise the proposals in Section 28: Related Party Disclosures as exposed; 
(d) to finalise the proposals in Section 29: Transition to Tier 3 General Purpose Financial 

Statements as exposed, except to:  
(i) remove the option in paragraph 29.4 to grandfather the application of Tier 1 or Tier 2 

accounting policies for any or all assets or liabilities existing on the date of transition to 
the Tier 3 Standard;  

(ii) add an explanation that the date of transition will be the same date, regardless of 
whether Section 9 or Section 29 is applied, unless a Tier 3 NFP entity transitioning via 
Section 29 elects to present full comparative information in accordance with the Tier 3 
Standard; 

(iii) add a specific exemption for a parent entity first-time adopter of the Tier 3 Standard 
that elects to prepare consolidated financial statements and applies Section 29 may 
elect to apply Section 17 Entity Combinations on a prospective basis to entity 
combinations that occurred before the date of transition to the Tier 3 Standard;  

(iv) extend the optional relief for entities selecting Section 9 on transitioning to the Tier 3 
reporting requirements to apply a modified retrospective approach to correcting prior 
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period errors, with the exemption available only on transition to the Tier 3 Standard; 
and 

(v) extend the scope of the transitional provisions in para. 29.11(e) so that an entity may 
elect to present changes in the fair value of its investments in notable relationship 
entities and investments in associates and joint ventures in other comprehensive 
income at the date of transition to the Tier 3 Standard; and 

(e) to finalise the proposed amendments to AASB 1053 and AASB 1057 Application of Australian 
Accounting Standards as exposed 

6.0  Cover memo: Project redeliberations on selected sections of the draft Tier 3 
Standard 

6.1  Redeliberation – Financial instruments; 
6.2  Redeliberation – Revenue;  
6.3  Redeliberation – Related party disclosures;  
6.4  Redeliberation – Transition to Tier 3 and amendments to other Standards; 

August 2025 The Board continued its redeliberations of the proposals exposed in Exposure Draft ED 
335 General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 Entities. 
The Board made the following key decisions: 
(a) Section 8: Notable Relationships and Consolidated and Separate Financial 

Statements – to amend the drafting to clarify; 
(i) the intended operation of the Section and its requirements, including clarifying 

the interaction between Section 8 and Section 13: Investments in Associates 
and Joint Ventures;  

(ii) that separate financial statements have the same meaning as in Tier 1 and 
Tier 2 reporting requirements; 

(iii) that if the fair value through other comprehensive income (FVTOCI) 
measurement and recognition election is made in accounting for the entity’s 
first investment in a notable relationship entity, then that measurement 
approach applies to all of the entity’s investments in notable relationship 
entities; and 

(iv) the relationship between power and the right to appoint key management 
personnel; 

(b) Section 13: Investments in Associates and Joint Ventures – 
(i) in applying the equity method of accounting: 

A. to require transaction costs incurred in acquiring an associate or joint 
venture to be expensed as incurred; 

B. not to articulate how the consideration paid for the associate or joint 
venture should be determined; and 

C. to allow, but not require, an investor to adjust an investee’s financial 
statements to reflect the application of the investor’s accounting policies; 
and 

(ii) to clarify that the election to measure the investment in an associate or a joint 
venture at FVTOCI applies to all associates, and all joint ventures, respectively; 

(c) Section 16: Intangible Assets – to remove the disclosure requirement in paragraph 
16.28(b) regarding whether an independent valuer was involved when intangible 
assets are stated at revalued amounts; 

https://aasb.gov.au/media/tmyp0dhp/06-0_cm_nfpfrf_m215_pp.pdf
https://aasb.gov.au/media/lczbk51o/06-1_sp_fininst_nfpfrf_m215_pp.pdf
https://aasb.gov.au/media/hlooezwx/06-2_sp_ed335_revenue_m215_pp.pdf
https://aasb.gov.au/media/bk4fsaea/06-3_sp_ed335_relatedparties_m215_pp.pdf
https://aasb.gov.au/media/4p4eupn0/06-4_sp_ed335_transition_m215_pp.pdf
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(d) Section 17: Entity Combinations – 
(i) to require an entity combination to be recognised from the date of gaining 

control of the acquired entity or operating unit; 
(ii) to extend the exemption from measuring assets at fair value to donated non-

financial assets for which the entity paid a nominal or other significantly 
discounted amount and that were originally measured at cost. For the 
purposes of entity combination accounting, the carrying amounts of the 
donated assets should be determined as though the Tier 3 Standard had always 
applied to the assets (for example, the cost of a donated building would be 
subject to depreciation from the time when it is available for use); 

(iii) to specify that an internally generated intangible asset acquired in an entity 
combination is not recognised; and 

(iv) to clarify that it is the acquiree’s accounting policies that are adjusted before 
the carrying amounts of the acquiree’s assets, liabilities and items of equity are 
combined with those of the acquirer; and 

(e) Section 23: Impairment of Assets – 
(i) to clarify that the recoverable amounts of non-financial assets (other than 

inventory) are measured at an individual asset level; 
(ii) to include inventories as a class of non-financial assets for which disclosure of 

information about impairment losses would be required; 
(iii) to clarify that Section 23 applies only to non-financial assets by removing the 

requirement to disclose impairment information for investments in associates 
and joint ventures in paragraph 23.11(c) and (d); and 

(iv) to require impairment losses to be disclosed separately from depreciation and 
amortisation expenses by omitting paragraph 23.12. 

In addition, the Board decided that a Tier 3 Standard should, as proposed in ED 335, 
allow entities to initially measure non-financial assets acquired for significantly less 
than their fair value (‘donated nonfinancial assets’) at either their cost or fair value (or 
the current replacement cost, for inventories).  
The Board will continue its redeliberations of the proposals in ED 335 at the next 
meeting 
4.0  Cover memo: Project redeliberations on selected sections of the draft Tier 3 

Standard 
4.1  Redeliberation – Intangible assets, impairment of assets and donated non-

financial assets; 
4.2  Redeliberation – Subsidiaries and notable relationship entities;  
4.3  Redeliberation – Entity combinations;  
4.4  Redeliberation – Associates and joint arrangements; 

July 2025 The Board continued its redeliberations of certain proposals exposed in Exposure Draft 
ED 335 General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 
Entities. The Board decided to finalise the following Tier 3 requirements as exposed in 
ED 335 for: 
(a) Section 1: Objective, Scope and Application, except to clarify that the requirements 

of the topic based Accounting Standards referred to in paragraph 1.3 apply only to 
those specified transactions, events and other conditions within that Standard’s 
scope; 

https://aasb.gov.au/media/luun0rgh/04-0_cm_nfpfrf_m214_pp.pdf
https://aasb.gov.au/media/az4dneo2/04-1_sp_othercatbtopcis_nfpfrf_m214_pp.pdf
https://aasb.gov.au/media/wcndrsub/04-2_sp_subsidiariesnotablerelationshipsnfpfrf_m214_pp.pdf
https://aasb.gov.au/media/pu2o2fjj/04-3_sp_entitycombinations_nfpfrf_m214_pp.pdf
https://aasb.gov.au/media/0esnrg0a/04-4_sp_associatesja_nfpfrf_m214_pp.pdf
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(b) Section 2: Financial Statement Presentation;  
(c) Section 3: Statement of Financial Position, except to include additional guidance in 

paragraph 3.11 on the disclosures required about an entity’s liabilities with 
covenants;  

(d) Section 4: Statement of Profit or Loss and Other Comprehensive Income, except to 
permit the presentation of the analysis of expenses using a classification based on 
both the nature and function of expenses if this provides information that is the 
most useful structured summary of an entity’s expenses;  

(e) Section 5: Statement of Changes in Equity and Statement of Income and Retained 
Earnings;  

(f) Section 6: Statement of Cash Flows, except to clarify: 
(i) in paragraph 6.4(g) – that cash receipts from investments, and cash receipts 

and payments from loans, are cash flows from operating activities when those 
investments or loans are held for dealing or trading purposes; and 

(ii) the difference between the alternative approaches to present cash flows from 
operating activities under the indirect method, by including “relevant” before 
“revenue and expenses” in paragraph 6.9; 

(g) Section 7: Notes to the Financial Statements;  
(h) Section 9: Accounting Policies, Estimates and Errors, except to require the ‘full’ 

retrospective correction of prior period errors and for the related disclosures to 
align with those specified by Tier 2 reporting requirements;  

(i) Section 11: Fair Value Measurement, except for removing “in general” from 
paragraph 11.7 to limit when an entity would need to consider when a different use 
by market participants would maximise the value of the asset;  

(j) Section 12: Inventories, except to: 
(i) clarify that the accounting policy choice for the initial measurement of non-

financial assets acquired at significantly less than fair value can be made for each 
individual item; 

(ii) remove the reference to education/training course materials under development 
from paragraph 12.2; 

(iii) add a reference to net realisable value in paragraph 12.4; and  
(iv) relocate paragraph 12.6 and paragraph 12.7 on measuring a loss of service 

potential for inventories to Section 23 and clarify that the measurement of a loss 
of service potential for inventories is required when one of the impairment 
indicators in paragraph 23.3 is present; 

(k) Section 14: Investment Property and Section 15: Property, Plant and Equipment, 
except to: 
(i) clarify in paragraph 15.1 that parts of Section 15 also apply to investment 

property for which an entity has chosen the cost model;  
(ii) remove the reference to software, and include land and buildings as an example 

class of assets, in paragraph 15.11; and  
(iii) not require the disclosure of commitments for repairs, maintenance or 

enhancements for investment property; 
(l) Section 18: Leases, except that lessees shall not separate the cost of services from 

lease payments;  
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(m) Section 19: Provisions and Contingencies, except to clarify that provisions shall be 
measured at the entity’s best estimate of the undiscounted amount to be paid;  

(n) Section 21: Expenses;  
(o) Section 22: Borrowings; 
(p) Section 24: Employee Benefits;  
(q) Section 25: Income Tax;  
(r) Section 26: Foreign Currency Translation, except to clarify that exchange rate gains 

or losses on translating monetary asset and liability balances at the end of the 
reporting period are recognised in profit or loss;  

(s) Section 27: Events Occurring after the Reporting Period; and  
(t) Appendix A: Glossary of Terms, except to also include the equivalent Tier 2 

terminology within the glossary of terms or within the body of the Tier 3 Standard 
where the Tier 3 requirements do not deviate from the Tier 2 terminology.  

In addition, the Board made several editorial decisions regarding these Sections in 
response to the stakeholder feedback received. 
5.0  Cover memo: Project redeliberations on selected sections of the draft Tier 3 

Standard 
5.1  Redeliberation on objective, scope and application; 
5.2  Redeliberation on certain Category B topics;  
5.3  Redeliberation on primary financial statements;  
5.4  Redeliberation on foreign currency translation; 
5.5  Redeliberation on Category A topics. 

May 2025 The Board considered the feedback received on ED 335 General Purpose Financial 
Statements – Not-for-Profit Private Sector Tier 3 Entities. The Board decided: 
(a) To continue the project and begin redeliberations on the proposals in ED 335; 
(b) The requirements in the final Standard should be developed with regard to the 

principles used to develop ED 335; and 
(c) To update the AASB Not-for-Profit Entity Standard-Setting Framework to address 

Tier 3 general purpose financial statements.  

No specific decisions were made regarding the accounting and disclosure requirements 
for Tier 3 general purpose financial statements.  
4.0  Cover memo and project update 
4.1  Due Process consideration of whether to proceed with the project; 
4.2  Categorisation of the ED 335 proposals;  
4.3  Collation of feedback on ED 335;  
4.4  Written submissions received on ED 335; 
4.5  ED 335 online survey instrument response. 

 

March 2025 The Board received an update on the projects, including a preliminary summary of the 
feedback received to date from outreach activities on AASB ED 334 Limiting the Ability 
of Not-for-Profit Entities to Prepare Special Purpose Financial Statements and ED 335 
General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 Entities. ED 
334 incorporates proposed amendments to the Conceptual Framework for Financial 
Reporting to add limited Australian guidance for NFP entities. No decisions were made. 

https://aasb.gov.au/media/rrpb5hbc/05-0_cm_nfpfrf_m213_pp.pdf
https://aasb.gov.au/media/as0m4mit/05-1_sp_ed335objscopeapplication_m213_pp.pdf
https://aasb.gov.au/media/monmaivs/05-2_sp_ed335catbtopics_m213_pp.pdf
https://aasb.gov.au/media/2xtjcrlx/05-3_sp_ed335pfs_m213_pp.pdf
https://aasb.gov.au/media/2tbjcmcf/05-4_sp_ed335_foreigncurrency_m213_pp.pdf
https://aasb.gov.au/media/au2nd3bl/05-5_sp_ed335catatopics_m213_pp.pdf
https://aasb.gov.au/media/ipxn4czi/04-0_cm_nfpfrf_m212_pp.pdf
https://aasb.gov.au/media/c1rjuxep/04-1_sp_ed335_dueprocess_m212_pp.pdf
https://aasb.gov.au/media/0gqf52nv/04-3_sp_ed335collationoffeedback_m212_pp.pdf
https://aasb.gov.au/media/cu2gqfr5/04-4_combinedsubsed335_m212_sm.pdf
https://aasb.gov.au/media/zj3iyec4/04-5_sp_ed335survey_m212_sm.pdf
https://aasb.gov.au/media/zj3iyec4/04-5_sp_ed335survey_m212_sm.pdf
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6.0  Cover memo and project update 
6.1  Preliminary summary of feedback on ED 334; 
6.2  Preliminary summary of feedback on ED 335; 
6.3  Preliminary categorisation of the ED 335 proposals. 

 

September 2024 The Board continued its review of a draft Exposure Draft (ED) of a proposed Tier 3 
financial reporting framework for not-for-profit (NFP) private sector entities and made 
the following key decisions regarding the proposals to be included in the ED: 
(a) when it is impracticable for an entity to determine the cumulative effect, as at the 

beginning of the current period, of applying a new accounting policy to all prior 
periods or correcting a prior-period error, the entity would: 
(i) adjust the opening balances of assets, liabilities and items of equity to reflect 

application of the new accounting policy or correction of the error 
prospectively from the earlier date practicable; and 

(ii) disregard the portion of the cumulative adjustments to assets, liabilities and 
items of equity arising before that date. 
In addition, the entity need not disclose an explanation of why it is 
impracticable to determine the full amount of adjustments to the opening 
balances for the current period; 

 

https://aasb.gov.au/media/aifablhx/06-0_sp_cm_nfp_reptgfwk_m211_pp.pdf
https://aasb.gov.au/media/nhyfqf4s/06-1_sp_ed334preliminaryfeedback_m211_pp.pdf
https://aasb.gov.au/media/12invxrj/06-2_sp_ed335preliminaryfeedback_m211_pp.pdf
https://aasb.gov.au/media/asboopzb/06-3_sp_ed335categorisation_m211_pp.pdf


12 

 (b) for first-time adopters of the Tier 3 Standard, to extend the disclosure 
requirements for entities that elect to apply the transitional provisions in Section 
29: Transition to General Purpose Financial Statements – Not-for-Profit Private 
Sector Tier 3 Entities to entities that elect to initially adopt the Tier 3 Standard 
directly by applying a modified retrospective approach in Section 9: Accounting 
Policies, Estimates and Errors, including: 
(i) an explanation of how the transition from the entity’s previous financial 

reporting framework to the Tier 3 Standard affected its reported financial 
position, financial performance and cash flows – including the nature of each 
change in accounting policy, unless the first-time adopter’s most recent 
previous financial statements were special purpose financial statements; and 

(ii) the requirement to disclose when comparative information is presented on a 
different basis than the basis required by the Tier 3 Standard for subsequent 
periods; 

(c) for first-time adopters of the Tier 3 Standard that elect to apply the transitional 
provisions in Section 29, comparative period information need not be restated, and 
an entity may elect in its first financial statements prepared using the Tier 3 
Standard to include: 
(i) a reconciliation of equity determined in accordance with its previous financial 

reporting framework to its equity determined in accordance with the Tier 3 
Standard; and 

(ii) a reconciliation of the profit or loss determined in accordance with its previous 
financial reporting framework for the latest period in the entity’s most recent 
annual financial statements to its profit or loss determined in accordance with 
the Tier 3 Standard for the same period; 

(d) if a combining entity in an entity combination received a non-financial asset before 
the combination without paying any consideration in return and elected to initially 
measure that asset at cost (i.e. nil) in accordance with the Tier 3 Standard, the 
donated asset is not required to be measured at its fair value as at the deemed 
combination date; 

(e) not to include guidance on: 
(i) the presentation of comparative information for periods prior to the 

combination date; and 
(ii) the impairment of cash-generating units; 

(f) to amend AASB 1053 Application of Tiers of Australian Accounting Standards to: 
(i) restrict the scope of Tier 3 reporting requirements for entities applying 

Australian Accounting Standards to general purpose financial statements of 
not-for-profit private sector entities that do not have public accountability and 
are not prohibited from applying Tier 3 reporting requirements by the relevant 
legislation, constituting document or other document; 

(ii) require entities applying the Tier 3 reporting requirements for the first time to 
apply the first-time application requirements set out in the Tier 3 Standard; 

(iii) require entities reapplying the Tier 3 reporting requirements to apply: 
(A) all relevant first-time application requirements set out in the Tier 3 

Standard if the entity did not apply all applicable recognition and 
measurement requirements of the Tier 3 Standard in its most recent 
financial statements; or 

(B) the Tier 3 reporting requirements directly (i.e. without applying the Tier 3 
Standard’s first-time application requirements) if the entity applied all 
applicable recognition and measurement requirements of the Tier 3 
Standard in its most recent financial statements; 
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 (g) to amend AASB 1057 Application of Australian Accounting Standards to list the 
Australian Accounting Standards and Interpretations that would not be applicable 
to entities applying the Tier 3 Standard; 

(h) to include a non-mandatory illustrative example of a possible methodology for 
calculating long service leave expense; and 

(i) to seek stakeholder feedback on whether guidance on presenting an analysis of 
expenses using a classification based on either their nature or function within the 
entity would be more helpful than developing a more principles-based approach 
requiring expenses to be disaggregated in a manner that provides useful 
information consistently to users of the financial statements. 

The Board decided the ED will have a comment period of at least 120 days and 
delegated the finalisation and approval of the ED to a sub-committee. The ED will be 
issued in conjunction with the ED on the proposed NFP amendments to the Conceptual 
Framework for Financial Reporting. 
3.1  Cover memo and project update 
3.2  Draft AASB Exposure Draft 3XX – General Purpose Financial Statements: Not-

for-Profit Private Sector Tier 3 Entities; 
3.3  Alternative drafting for notable relationships, transition provisions and staff 

analysis of impracticability exemption; and 
3.4  Summary of the ED Tier 3 proposals and extent of simplification against Tier 2 

reporting requirements; and 
3.12  Draft AASB Exposure Draft 3XX – General Purpose Financial Statements: Not-

for-Profit Private Sector Tier 3 Entities (with supplementary notes to Board 
members). 

 

June 2024 The Board is continuing to develop its Exposure Draft of a proposed Tier 3 financial 
reporting framework for not-for-profit (NFP) private sector entities. At this meeting, the 
Board decided to include the following approaches in the ED: 
(a) business combinations – measure the assets and liabilities of the combined entity 

at their pre-combination book values for all combinations. Material assets and 
liabilities that do not have a carrying amount recognised in accordance with 
Australian Accounting Standards would be measured initially at their combination-
date fair value. Any difference between the consideration paid and the net assets 
recognised in the combination is recognised directly in equity; 

(b) a new entity formed upon the combination may elect to present comparative 
information for the combined operations for the periods prior to the combination 
date in the primary financial statements or in the notes; 

(c) align the requirements for intangible assets with Tier 2 recognition and 
measurement requirements, but:  
(i) prohibit the recognition of internally generated intangible assets;  
(ii) the useful life of all indefinite-lived intangible assets to be treated as finite, 

not exceeding ten years;  
(iii) review the useful life, residual value and amortisation method only if a trigger 

event or indicator similar to those the Board decided for Tier 3 impairments 
has occurred since the last annual reporting date;  
 

https://aasb.gov.au/media/k3qgekzy/03-1_sp_cm_nfp_reptgfwk_m208_pp.pdf
https://aasb.gov.au/media/wwrducg2/03-2_tier3ed_m208_pp.pdf
https://aasb.gov.au/media/srpnz4hr/03-3_altnotablerltships_draftt3ed_m208_pp.pdf
https://aasb.gov.au/media/nkehvnl3/03-4_compaisiont3vst2_m208_pp.pdf
https://aasb.gov.au/media/hg2pzrxl/03-12_tier3ed_m208_sm.pdf
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(d) not provide guidance on either configuration or customisation costs in a cloud 
computing arrangement or development costs of a website that facilitates 
donations to the NFP entity;  

(e) develop transitional requirements based on AASB 1 First-time Adoption of 
Australian Accounting Standards for entities applying the Tier 3 Standard for the 
first time. Alternatively, these entities would apply the Tier 3 Standard directly by 
applying a modified retrospective approach to resulting changes in accounting 
policies with the cumulative effects on prior periods recognised in the current 
period’s opening retained earnings, without restating the comparative period(s). In 
particular:  
(i) entities transitioning from special purpose financial statements (SPFS) to 

preparing general purpose financial statements (GPFS) for the first time, 
under Tier 3 requirements, would not be required to provide comparative 
information for new disclosures or distinguish corrections of errors and 
changes in accounting policies; and  

(ii) entities transitioning from Tier 1 or Tier 2 GPFS to Tier 3 GPFS may elect to 
continue applying any Tier 1 or Tier 2 recognition, measurement and 
disclosure requirements to balances that existed on the transition date;  

(f) entities transitioning from Tier 3 GPFS to Tier 1 or Tier 2 GPFS for the first time 
would apply AASB 1, with entities preparing Tier 2 GPFS for the first time not 
required to:  
(i) restate comparative information;  
(ii) provide comparative information for new disclosures; or 
(iii) distinguish corrections of errors and changes in accounting policies;  

(g) provide an implementation period prior to the effective date of at least three years 
when issuing the Tier 3 Standard, together with extending the application of the 
Conceptual Framework for Financial Reporting to not-for-profit entities;  

(h) permit early application of the Tier 3 Standard; and  
(i) include in the Basis for Conclusions the Board’s rationale for not specifying any 

reporting thresholds for entities permitted to apply the Tier 3 Standard.  
The Board decided to seek stakeholder feedback through the ED on whether further 
transitional relief should be provided to encourage NFP entities to transition from SPFS 
to GPFS early, and on the appropriateness of the proposed effective date. The Board 
also decided to consider whether to establish a Transition Resource Group after the 
Board considers feedback on the ED. 
3.1  Cover memo and project update 
3.2  Tier 3 Exposure Draft Proposals – Business combinations and goodwill; 
3.3  Tier 3 Exposure Draft Proposals –Intangible assets other than goodwill; and 
3.4  Tier 3 Exposure Draft Proposals – Approach to transitional requirements 
 

March 2024 The Board is continuing to develop its Exposure Draft of a proposed Tier 3 financial 
reporting framework for not-for-profit private sector entities. At this meeting, the 
Board decided to include the following proposals or approaches in the ED: 
(j) an accounting policy choice for non-financial assets acquired at significantly less 

than fair value to be measured initially either at cost, which may be nil or a nominal 
amount, or at fair value. The Board decided to seek specific stakeholder feedback 
through the ED on the cost of obtaining the fair value of non-financial assets 
acquired at significantly less than fair value; 

https://aasb.gov.au/media/syzn1vwy/03-1_sp_cm_nfp_reptgfwk_m204_pp.pdf
https://aasb.gov.au/media/rdncn45v/03-2_sp_t3buscom_m204_pp.pdf
https://aasb.gov.au/media/godls4sa/03-3_sp_t3intangibleassets_m204_pp.pdf
https://aasb.gov.au/media/ueflzhdr/03-4_sp_t3transitional_m204_pp.pdf
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(k) permit an entity to apply either the cost model or the revaluation model as its 
accounting policy for the subsequent measurement of classes of non-financial 
assets acquired at significantly less than fair value, regardless of the initial-
measurement policy. An entity may elect to apply different measurement models 
to different classes of assets. The Board will consider at a future meeting how its 
proposals in respect of changes in accounting policies apply in this regard; 

(l) develop disclosure requirements to require entities to disclose information that 
helps users of financial statements to understand the nature of, and the entity’s 
dependence on, non-financial assets acquired at significantly less than fair value; 

(m) align the requirements for a statement of changes in equity with existing Tier 2 
requirements; 

(n) permit an entity to elect to present cash flows from investing activities and 
financing activities either separately or together and to present cash flows from 
operating activities using either the direct method or the indirect method; 

(o) require concessional loans to be measured initially at transaction price rather than 
fair value; 

(p) exclude specific requirements regarding recognition, measurement, presentation or 
disclosure in respect of: 
(i) premiums and discounts on acquiring or originating loans; 
(ii) the fair value hierarchy; 
(iii) determining the cost of inventories purchased on deferred settlement terms; 

and 
(iv) the exemption from certain related party disclosure requirements for 

government-related entities set out in AASB 124 Related Party Disclosures; 
(q) not develop further guidance on how entities would subsequently measure unlisted 

equity instruments when cost is not a reliable measure of fair value; 
(r) permit an entity to elect whether to allocate production overheads to inventories’ 

cost of conversion, with the election to be applied to all inventories produced by 
the entity; 

(s) include an impracticability exemption from the requirement to align the accounting 
policies of the investor and the investee when applying the equity method of 
accounting to an investment in an associate or a joint venture; 

(t) include guidance on: 
(i) recognition, measurement and disclosure of contingent assets and 

reimbursement assets; and 
(ii) measurement of value in use for assessing the impairment of non-financial 

assets; 
(u) not to include assets being held for sale as an impairment indicator and to retain 

the proposed requirement for entities to apply the Tier 2 requirements for assets 
held for sale; 

(v) require disclosure of the entity’s parent and, if different, its ultimate controlling 
party. If neither the entity’s parent nor the ultimate controlling party produces 
financial statements available for public use, the name of the next most senior 
parent that does so (if any) would be disclosed; 

(w) not require disclosure of key management personnel remuneration but seek 
specific stakeholder feedback through the ED on whether such disclosures should 
be required; and 

(x) include non-mandatory illustrative examples. 
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The Board decided to consider Tier 3 requirements for business combinations and 
goodwill before considering whether to develop guidance on cash-generating units in 
relation to assessing the impairment of assets. 
4.1  Cover memo and project update 
4.2  Tier 3 Exposure Draft Proposals – non-financial assets acquired at significantly 

less than fair value and primary financial statements; 
4.3  Working draft of Tier 3 Exposure Draft; and 
4.4  Summary of the application of the Board’s approach to drafting the Tier 3 

Exposure Draft 
 

November 2023 The Board is continuing to develop its Exposure Draft of a proposed Tier 3 financial 
reporting framework for not-for-profit private sector entities. As this meeting, the 
Board decided to include the following proposals or approaches in the ED: 
(a) an accounting policy choice for an entity to prepare separate financial statements, 

with disclosure of the notable relationships with other entities (including; their 
primary purpose and an indication of the nature of their operations), as an 
alternative to preparing consolidated financial statements. The notable 
relationships assessment will be based on the factors set out in AASB 128 
Investments in Associates and Joint Ventures for determining the existence of 
significant influence over another entity, and would include controlled and jointly 
controlled entities (although they do not need to be identified as such for the 
separate financial statements); 

(b) an accounting policy choice for an entity preparing separate financial statements, 
whether in addition to consolidated financial statements or as its only financial 
statements, to measure its investments in subsidiaries and (if applicable) its notable 
relationship entities at cost, at fair value or by applying the equity method of 
accounting; 

(c) require a parent entity preparing consolidated financial statements to measure its 
investments in associates and joint ventures in those financial statements by 
applying the equity method in accordance with AASB 128; 

(d) an accounting policy choice to measure investments in associates and joint 
ventures at cost, at fair value or by applying the equity method, for: 

(i) a parent entity preparing separate financial statements in addition to 
consolidated financial statements; and 

(ii) an investor without subsidiaries presenting individual, equity-accounted or 
separate financial statements as its only financial statements; 

(e) require the same accounting policy to be applied for all investments in a single class 
but permit different policies for different classes; 

(f) not to include the consolidation exemptions available to an investment entity set 
out in AASB 10 Consolidated Financial Statements; 

(g) require related party disclosures consistent with Tier 2 requirements, except for 
donations from related party unless there is evidence that the donations could 
influence the entity’s activities or use of resources; 

(h) include the following financial instruments in the scope of the Tier 3 requirements 
as basic or commonly held financial instruments (in addition to those listed in the 
preceding Discussion Paper): 
(i) listed corporate bonds; and 
(ii) non-convertible preference shares redeemable for a known amount of cash or 

the amount of cash equivalent to their share of the net assets of the entity; 

https://aasb.gov.au/media/j33fxce3/04-1_sp_cm_nfp_reptgfwk_m201_pp.pdf
https://aasb.gov.au/media/0rtp0nrd/04-2_sp_t3pfs_nfa_m201_pp.pdf
https://aasb.gov.au/media/gnvej3lx/04-3_draftwiptier3ed_m201_pp.pdf
https://aasb.gov.au/media/524lejah/04-4_sp_t3eddraftingapplication_m201_pp.pdf
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(i) require the application of Tier 2 requirements to more complex financial 
instruments and financial instruments not commonly held by Tier 3 entities, but 
with hedge accounting prohibited; 

(j) require transaction costs arising from financial assets and financial liabilities to be 
expensed when incurred; 

(k) require financial assets held for capital return and income that are in the scope of 
the Tier 3 requirements to be measured subsequently at fair value through profit or 
loss, subject to an irrevocable election available on initial recognition to recognise 
changes in fair value through other comprehensive income for a class of 
instruments; 

(l) not to require an entity to recognise provisions of non-vesting accumulating 
employee benefits, unless the amounts are due and payable; 

(m) not to require an entity to consider future pay increases when determining a 
provision for employee benefits measured at the undiscounted future outflow 
expected to be required to settle the present obligation; and 

(n) require a modified retrospective approach to the correction of prior period 
accounting errors. 

5.1  Cover memo and project update 
5.2  Tier 3 Exposure Draft Proposals – consolidation, separate financial statements 

of parent, associates and joint ventures and related party disclosures; and 
5.3  Tier 3 Exposure Draft Proposals – financial instruments, employee benefits, 

changes in accounting policies and estimates and correction of prior period 
accounting errors. 

 

September 2023 The Board decided to include the following proposals or approaches in the Tier 3 
Exposure Draft: 
(a) allow entities to apply an accounting policy permitted or required by Tier 1 or Tier 2 

Australian Accounting Standards that is not included in the Tier 3 Standard only 
where a transaction, other event or condition is not addressed by the Tier 3 
Standard; 

(b) in respect of transactions, other events and conditions not specifically addressed in 
the Tier 3 Standard, require entities preparing Tier 3 general purpose financial 
statements to apply judgement in developing their accounting policies by reference 
to the following sources, in descending order: 

(i) the Tier 3 principles and reporting requirements dealing with similar and 
related issues; and 

(ii) the definitions, recognition criteria and measurement concepts for assets, 
liabilities, income and expenses in the Conceptual Framework, to the extent 
they do not conflict with Tier 3 reporting requirements. 

In making this judgement, management may also consider the requirements and 
guidance in Tier 2 (Australian Accounting Standards – Simplified Disclosures); 

(c) address business combinations and goodwill, other intangible assets, consolidation, 
investments in associates and joint ventures, and investment property in the Tier 3 
Standard; 

(d) require entities to apply the Tier 2 requirements for: 
(i) biological assets; 
(ii) accounting by an operator of a service concession arrangement; 
(iii) complex financial instruments; 
(iv) insurance contracts; 

https://aasb.gov.au/media/lwyjm020/05-1_sp_cm_nfp_reptgfwk_m200_pp.pdf
https://aasb.gov.au/media/ep2f054m/05-2_sp_t3consolidation_m200_pp.pdf
https://aasb.gov.au/media/qvffqgy2/05-3_sp_t3fiemployeebenefits_m200_pp.pdf
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(v) the exploration for and evaluation of mineral resources; 
(vi) obligations arising under a defined benefit plan; 
(vii) share-based payment arrangements; and 
(viii) assets held for sale; and 

(e) a single Conceptual Framework should apply to not-for-profit entities reporting 
under any tier of Australian Accounting Standards. 

3.0  Cover memo: NFP Private Framework 
3.1  Tier 3 Exposure Draft Proposals – opt up, hierarchy, scoped out topics and 

abbreviated conceptual framework.  
 

August 2023 The Board noted the updated project timeline and decided to form a subcommittee to 
support the development of the Tier 3 Exposure Draft. 
3.1  ED development timeline 
 

June 2023 The Board considered the application of the previously agreed approach to drafting 
proposed requirements to be included in the Tier 3 Exposure Draft to the selected 
topics of Property, Plant and Equipment, Fair Value Measurement and Borrowing Costs. 
The Board also received an update on the project. No decisions were made. 
 
10.1  Cover memo: Project overview 
10.2.0  Tier 3 – Application of the drafting approach to selected topics  
10.2.1  Tier 3 – staff analysis and application of the drafting approach to selected 

topics 
 

May 2023 The Board considered a preliminary analysis of the feedback received on the Discussion 
Paper Development of Simplified Accounting Requirements (Tier 3 Not-for-Profit 
Private Sector Entities) and decided to proceed with the development of an Exposure 
Draft on:  
(a) a Tier 3 Accounting Standard with simplified accounting requirements for smaller 

not-for-profit private sector entities; and 
(b) removing the ability of certain not-for-profit entities to prepare special purpose 

financial statements under Australian Accounting Standards.  
The Board decided, to the extent consistent with the project objective to develop 
simplified and proportionate requirements for smaller not-for-profit private sector 
entities and in line with the principles the Board applies in this regard, to use the 
following sources as a starting point for drafting the recognition and measurement 
proposals: 
(a) if consistent with Tier 2 requirements – compatible requirements in the IFRS for 

SMEs Accounting Standard, complemented by the International Non-Profit 
Accounting Guidance (INPAG) proposals or, in their absence, the UK Financial 
Reporting Standard FRS 102 and the UK Charities Statement of Recommended 
Practice; and 

(b) if different to Tier 2 requirements – compatible requirements in other jurisdictions 
and frameworks or, in their absence, adapting the IFRS for SMEs Accounting 
Standard requirements and/or INPAG proposals as considered appropriate. 
 

3.0  Cover memo: Project overview 
3.1.0  Summary of feedback on Tier 3 Discussion Paper and next steps  

https://aasb.gov.au/media/y4zh23tp/03-0_sp_cm_nfp_reptgfwk_m198_pp.pdf
https://aasb.gov.au/media/nwddf0gt/03-1_sp_t3optupomittedtopicsapproach_m198_pp.pdf
https://aasb.gov.au/media/xgbpkkeq/03-1_sp_projecttimeline_m197_pp.pdf
https://aasb.gov.au/media/5ptdk3ui/10-1-0_sp_cm_nfp_reptgfwk_m196_pp.pdf
https://aasb.gov.au/media/zyxpmmuq/10-2-0_applicationtier3_draftexps_m196_pp.pdf
https://aasb.gov.au/media/2e1h0xwr/10-2-1_staffanalysistier3_draftexps_m196_pp.pdf
https://aasb.gov.au/media/bhrpkwwx/03-0_sp_cm_nfp_reptgfwk_m195_pp.pdf
https://aasb.gov.au/media/vtsno4to/03-1-0_sp_summarytier3feedback_m195_pp.pdf
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3.1.1  Attachments: Detailed summary of feedback on the Tier 3 Discussion Paper and 
next steps 

3.2  Tier 3 – Approach to drafting recognition and measurement requirements 
3.3  Supporting document – Written Submissions 
3.4  Supporting document – Survey results received 
 

March 2023 The Board considered an update on the project, including the preliminary feedback 
collected from outreach activities and the preliminary findings from research on 
common transactions of medium-sized charities. 
8.1  Cover memo: Project overview 
8.2  Preliminary summary feedback from outreach to 31 January 2023 
8.3  Preliminary findings from research on common transactions of smaller NFP 

private sector entities (charities) 
 

August 2022 The Board delegated the final approval of the Discussion Paper (DP) on its proposals for 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities to a 
subcommittee. The DP is expected to be issued in early October 2022 with a 
consultation period of 6 months. The Board also decided not to develop Tier 4 
proposals for smaller NFP private sector entities. 
 
The Board discussed a number of sweep and other issues and decided that Tier 3 
reporting requirements should:  
(a) allow an entity to apply related Tier 3 requirements to account for transactions and 

other events that are not specifically addressed and not explicitly scoped out from 
the Tier 3 Standard, 

(b) allow an entity to consider the principles and requirements for Tier 1 and Tier 2 
reporting dealing with similar and related issues when applying judgement in 
developing accounting policies for transactions and other events that are explicitly 
scoped out of the Tier 3 requirements and where no guidance is provided in Tier 2 
requirements;  

(c) exclude business combinations from the scope of the Standard (in addition to scope 
exclusions previously decided by the Board);  

(d) include simpler requirements for government bonds and units held in managed 
investment schemes and unit trusts as basic financial assets;  

(e) not require an entity to recognise embedded derivatives and derivative financial 
instruments that are not readily identifiable and measurable;  

(f) align with AASB 9 Financial Instruments to identify when cost may be an 
appropriate estimate of the fair value of financial assets, for example when there is 
a wide range of possible fair value measurements and cost represents the best 
estimate of fair value within that range; 

(g) require a parent entity that presents consolidated financial statements to prepare 
equity-accounted financial statements to measure its interest in associates and 
joint ventures. A parent entity that only presents separate financial statements 
would not be permitted to apply the equity method of accounting to measure its 
interests in associates and joint ventures for those financial statements; 

(h) require a parent entity that presents separate financial statements to measure its 
interests in subsidiaries:  

(i) at cost;  
(ii) at fair value through other comprehensive income; or  

https://aasb.gov.au/media/e5clrrvz/03-1-1_sp_attachments_detailedtier3feedback_m195_pp.pdf
https://aasb.gov.au/media/t1dl2vc1/03-2_sp_tier3draftinged_m195_pp.pdf
https://aasb.gov.au/media/ebfbuukf/03-3_sp_writtensubmissions_m195_pp_sm.pdf
https://aasb.gov.au/media/m5pjzqbd/03-4_sp_surveyresults_m195_pp_sm.pdf
https://www.aasb.gov.au/media/rzwfaqxx/08-1-0_sp_cm_nfp_reptgfwk_m194_pp.pdf
https://www.aasb.gov.au/media/3rdfnn2o/08-2_sp_tier3feedback_m194_pp.pdf
https://www.aasb.gov.au/media/m4jemo0s/08-3_sp_tier3research_m194_pp.pdf
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(iii) by applying the equity method of accounting. 
(i) require an investor to measure its interests in associates and joint ventures at cost 

or at fair value through other comprehensive income in separate financial 
statements, in addition to preparing equity-accounted financial statements to 
measure its interest in associates and joint ventures;  

(j) not permit an entity to subsequently revalue non-financial assets acquired for 
significantly less than fair value if those assets were initially measured at cost; and 

(k) not include guidance on the accounting for employee on-costs. 
 
The Board decided to seek feedback through the DP to consider the extent of use of 
intangible assets by smaller not-for-profit private sector entities and the types of 
intangible assets involved. 
 
The Board also decided that Tier 3 requirements would be reviewed no more than once 
every AASB agenda consultation cycle (5 years) following any revisions from a post-
implementation review, if necessary, in accordance with the AASB Due Process 
Framework for Setting Standards. 
 
3.1  Cover memo: Project overview 
3.2.1  Tier 3 – Draft Discussion Paper 
3.2.2  Tier 3 – Summary of sweep and other issues 
 

June 2022 The Board decided to include the following proposals in the Discussion Paper (DP) on 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities. 
Financial Instruments 
Tier 3 reporting requirements should specify the financial instruments that would be 
within its scope, including those that are simpler in nature, and direct an entity to apply 
AASB 9 Financial Instruments for other financial instruments. 
For financial instruments within the scope of Tier 3, the requirements should: 

(a) require interest income and expense to be calculated by reference to the 
contractual interest rate; 

(b) require any initial premium or discount to be amortised over the expected life 
of the instrument; 

(c) require impairment to be recognised when it is probable that the carrying 
amount will not be collectible (an ‘incurred loss’ model); 

(d) apply the fair value definition in AASB 13 Fair Value Measurement; 
(e) not permit hedge accounting; 
(f) require derecognition of a financial asset when either the contractual rights to 

the cash flows from the financial asset expire or are settled or the entity 
otherwise loses control of the asset; and 

(g) not address exchanges of debt instruments or the modification of the terms of 
financial liabilities. 

The Board decided to seek feedback through the DP to consider the extent of 
embedded derivatives in arrangements entered into by smaller NFP entities and the 
need for specific Tier 3 requirements. 
 
Approach to disclosure requirements 
Tier 3 disclosure requirements should be developed based on the following principles: 

https://aasb.gov.au/media/kbfppoh4/03-1_cm_nfp_reptgfwk_m189_pp.pdf
https://aasb.gov.au/media/coopinix/03-2-1_tier3dp_draft_m189_pp.pdf
https://aasb.gov.au/media/q3lo4mus/03-2-2_sp_dpsweepissues_m189_pp.pdf
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(a) for transactions with the same or similar recognition and measurement (R&M) 
requirements to Tier 2 reporting requirements for NFP private sector entities, 
the disclosure requirements should be based on the corresponding 
requirements in AASB 1060 General Purpose Financial Statements –Simplified 
Disclosures for For-Profit and Not-for-Profit Tier 2 Entities; and 

(b) for transactions with different R&M requirements to Tier 2: 
(i) adopt appropriate disclosure requirements from other jurisdictions 

with comparable R&M requirements corresponding to Tier 3 
requirements; or 

(ii) develop specific disclosure requirements in the absence of appropriate 
international precedents. 

The DP will include examples of possible disclosure requirements for some transactions 
in the scope of the Tier 3 reporting requirements to illustrate the application of the 
above principles. 
12.1.0  Cover memo: Project overview   
12.2.1.0  Tier 3 – Financial Instruments  
12.2.1.1  Supporting document: Tier 3 – Financial Instruments background previously 

presented in May 2022  
12.2.2  Tier 3 – Financial Instruments: Measurement  
12.2.3  Tier 3 – Financial Instruments: Hedge accounting and Embedded Derivates  
12.2.4  Tier 3 – Financial Instruments: Derecognition  
12.3.1  Tier 3 – Disclosure approach for key topics  
12.3.2  Tier 3 – Application of the recommended disclosure approach to transactions 

covered in the Tier 3 Standards 
 

May 2022 The Board decided to include the following proposals in the Discussion Paper (DP) on 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities  
Income recognition 
Tier 3 reporting requirements should require:  

(b) a Tier 3 entity to assess whether a transaction is based on a common 
understanding, evidenced by the transfer provider in writing or some other 
form, that the entity is expected to use the inflows of resources in a particular 
way or act or perform in a particular way that results in outflows of resources, 
including: 

(i) transferring goods or services; 
(ii) performing a specified activity; 

(iii) incurring eligible expenditure for a specified purpose; and 
(iv) using the inflows of resources in respect of a specified time period; 

(c) for transactions described in (a), income to be recognised in the manner that 
most faithfully represents the amount and pattern of consumption by the 
entity of the resources received, such as: 

(i) when goods or services are transferred; 
(ii) when activities are performed; 

(iii) when eligible expenditure is incurred; and 
(iv) on a systemic allocation basis over the specified period; and 

(d) for other income transactions, income to be recognised at the earlier of 
receiving cash or obtaining a right to receive cash (a receivable) 

 

https://aasb.gov.au/media/winn0ori/12-1-0_cm_nfp_reptgfwk_m188_pp.pdf
https://aasb.gov.au/media/pfnjbfdu/12-2-1-0_sp_tier3fininstcomplexinst_m188_pp.pdf
https://aasb.gov.au/media/bp2dodn4/12-2-1-1_sp_tier3fininst_m188_pp_sm.pdf
https://aasb.gov.au/media/jmsjiel2/12-2-2_sp_tier3fininstmeasurement_m188_pp.pdf
https://aasb.gov.au/media/hmpgtlaj/12-2-3_sp_tier3fininstderivatives_m188_pp.pdf
https://aasb.gov.au/media/5rjj0xuu/12-2-4_sp_tier3fininstderecognition_m188_pp.pdf
https://aasb.gov.au/media/xsdjwlfc/12-3-1_sp_nfp_reptgfwkdisclosureapproach_m188_pp.pdf
https://aasb.gov.au/media/hbnhafx0/12-3-2_sp_nfp_reptgfwkdraftdisclosure_m188_pp.pdf
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Financial instruments 
Tier 3 reporting requirements should:  

(a) address the accounting for simpler financial instruments often held by Tier 3 
entities. Tier 3 reporting requirements should direct an entity to apply AASB 9 
Financial Instruments for more complex financial instruments;  

(b) require transaction costs that are directly attributable to the acquisition or 
issue of a financial asset or financial liability to be expensed in the period 
incurred;  

(c) specify simpler subsequent measurement requirements for financial assets and 
financial liabilities overall. In particular, the Board decided to require financial 
assets and financial liabilities to be subsequently measured at cost, except for: 

(i) financial assets that are held to generate both income and capital 
return for the entity – to be measured at fair value through other 
comprehensive income; and  

(ii) derivative financial instruments – to be measured at fair value through 
profit or loss. 

The Board decided to seek stakeholder feedback through the DP as to whether 
requiring financial assets and financial liabilities to be measured at transaction price 
would be a useful simplification. 
5.0  Cover memo: Project overview   
5.1.1  Staff paper: Tier 3 – Revenue/Income – determining distinction for the 

accounting for inflows of resources  
5.1.2  Staff paper: Tier 3 – Revenue/Income – requiring assessment of sufficiently 

specific criteria  
5.1.3  Staff paper: Supporting document: High level scenarios and other supporting 

materials   
5.2.1  Staff paper: Financial instruments - background   
5.2.2  Staff paper: Financial instruments – coverage and measurement 
 

April 2022 The Board decided to include the following proposals in the Discussion Paper (DP) on 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities. 
Impairment of non-financial assets 
Tier 3 reporting requirements should require: 

(d) inventories generally to be measured at the lower of cost and net realisable 
value; and 

(e) inventories held for distribution to be measured at cost, adjusted when 
applicable for a loss of service potential. 

For non-financial assets other than inventory, the Board decided on the following 
impairment model: 

(a) only assets subsequently measured at cost or deemed cost should be subject to 
impairment testing;  

(b) a Tier 3 entity should be required to consider whether assets are impaired only 
when they have been physically damaged or when their service potential might 
have been adversely affected by a change in the entity’s strategy or changes in 
external demand for the entity’s services;  

(c) an asset would be impaired if its carrying amount exceeded its recoverable 
amount. An asset’s recoverable amount is the higher of its fair value less costs 
of disposal and its value in use. However, the proposed impairment model will 
include a rebuttable presumption that fair value less costs of disposal is 

https://aasb.gov.au/media/34batwbo/05-0_sp_cm_m187_pp.pdf
https://aasb.gov.au/media/wevd5413/05-1-1_sp_tier3revenue_m187_pp.pdf
https://www.aasb.gov.au/media/oawg33rw/05-1-2_sp_tier3revenue_m187_pp.pdf
https://www.aasb.gov.au/media/nfsllbsl/05-1-3_sp_tier-3revenuesupportingdoc_m187_pp.pdf
https://www.aasb.gov.au/media/ngag0fak/05-2-1_sp_tier3fininst_m187_pp.pdf
https://www.aasb.gov.au/media/o1bo0lfw/05-2-2_sp_tier3fininstcoveragemeasurement_m187_pp-revised.pdf
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expected to be the most appropriate measure of an asset’s recoverable amount 
because non-financial assets are generally not held by NFP entities for the 
purpose of generating cash flows;  

(d) assets that do not generate cash flows that are largely independent of those 
from other assets can be grouped into cash-generating units; and  

(e) the impairment model will not include specific requirements relating to 
reversing previously recognised impairment losses. 

 
Initial measurement of assets acquired for significantly less than fair value  
Tier 3 reporting requirements for the initial measurement of assets acquired for 
significantly less than fair value should allow an entity an accounting policy choice, 
supplemented by appropriate disclosures, for the measurement of:  

(a) inventory – at cost or current replacement cost; and  
(b) other non-financial assets – at cost or at fair value in accordance with AASB 13 

Fair Value Measurement.  
Volunteer services  
A Tier 3 entity should be permitted, but not required, to recognise volunteer services 
received, or a class of volunteer services, if the fair value of those services can be 
measured reliably. 
4.1  Cover memo: Project overview   
4.2.0  Staff paper: Tier 3 – Impairment 
4.2.1  Staff paper: Tier 3 – Supporting document: Detailed requirement of 

impairment in Australian Accounting Standards  
4.3  Staff paper: Tier 3 – Initial measurement of donated/granted non-financial 
assets   
 

February 2022 The Board decided to include the following proposals in the Discussion Paper (DP) on 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities. 
Investment property and property, plant and equipment  
Tier 3 reporting requirements should require: 

(a) separate classification, recognition and measurement requirements for 
investment property and property, plant and equipment (PP&E); 

(b) subsequent measurement for:  
(i) investment property using either the cost model or the fair value 

model; and  
(ii) PP&E using either the cost model or revaluation model, with guidance 

to be developed for depreciation under revaluation model; and 
(c) all borrowing costs to be recognised as an expense when incurred, which would 

be a simplification of the requirements in AASB 123 Borrowing Costs.  
The Board observed that this approach would require Tier 3 entity that elect to 
revaluation its investment property or PP&E to measure fair value in accordance with 
AASB 13 Fair Value Measurement. However, the Board decided to seek stakeholder 
feedback through the DP on simplifications that should be considered for the 
revaluation of investment property and PP&E. 
 
Employee benefits 
The Board decided that all short-term and long-term employee benefits should be 
measured on an undiscounted basis. The Board decided that the measurement of 
employee benefits relating to long-service leave should still reflect the probability that 

https://www.aasb.gov.au/media/wmacglhu/04-1_sp_cm_m186_pp.pdf
https://www.aasb.gov.au/media/cy3mb1xz/04-2-0_sp_tier3_impairment_m186_pp.pdf
https://www.aasb.gov.au/media/esab1qce/04-2-1_sp_tier-3impairmentsupportingdoc_m186_sm_pp.pdf
https://www.aasb.gov.au/media/wo0ladv5/04-3_sp_tier3revenuedonatednfa_m186_pp.pdf
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payment will be required and to develop guidance in the form of a rebuttable 
presumption for the application of that requirement. The Board directed staff to 
conduct further research on the possible content and form of such guidance. 
Income/revenue – grants, donations and bequests 
The Board decided to consider potential options for income accounting simplification 
for Tier 3 entities for inclusion in the DP and provided initial feedback to staff on the 
options for the accounting for grants, donations and bequests that should be 
considered further in developing proposals for the DP. 
 
11.1  Cover memo: Project overview   
11.2  Staff paper: Tier 3 – Investment property and Property, plant and equipment 
11.3  Staff paper: Tier 3 – Employee benefits 
11.4  Staff paper: Tier 3 – Revenue/Income (preliminary discussion)  
11.4.1  Supporting documents: Detailed requirements of income pronouncements 

from other standard setters  
 

November 2021 The Board decided to include the following proposals in the Discussion Paper (DP) on 
Tier 3 reporting requirements for not-for-profit (NFP) private sector entities. 
Primary financial statements 
Tier 3 reporting requirements should require an entity to present: 

(a) a statement of financial position; 
(b) a statement of profit or loss and other comprehensive income; and 
(c) a statement of cash flows that: 

(i) covers both cash and cash equivalents; 
(ii) reports cash flows from operating activities using only the direct method; 

and 
(iii) does not require cash flows from investing activities to be presented to 

cash flows from financing activities.  
The Board decided to seek stakeholder feedback through the DP as to whether other 
possible simplifications to the statement of cash flows should be considered, such as 
whether all cash flows should be presented net of Goods and Services Tax (GST). 
The Board decided not to form a view for the DP as to whether a statement of changes 
in equity should be required as part of Tier 3 reporting requirements. The Board 
observed that while not requiring a statement of changes in equity may be a 
proportionate response in recognition of the lower-level differential reporting tier, the 
statement can be useful to some stakeholders in assessing the integrity of the financial 
statements. Therefore, the DP will seek view on whether the statement of changes in 
equity should be required.  
Recognising the broad characteristics of the entities in the scope of Tier 3, the Board 
decided to propose in the DP to replicate the Tier 2 requirements for the information 
presented on the face of the primary financial statements supplemented by guidance 
or education material.  
 
Leases 
The Board decided to propose, for the purpose of the DP, that Tier 3 reporting 
requirements for leases (other than concessionary leases) should require a lessee 
(lessor) to: 

(a) recognise lease payments as an expense (income), supplemented by disclosure 
of information about the entity’s lease commitments; and 

https://aasb.gov.au/media/tuwll4gj/11-1_sp_cm_m185_pp.pdf
https://aasb.gov.au/media/haih540j/11-2_sp_tier3investpropertyppe_m185_pp.pdf
https://aasb.gov.au/media/gsxjvuqp/11-3_sp_tier3employeebenefits_m185_pp.pdf
https://aasb.gov.au/media/ol4ondoy/11-4-0_sp_tier3revenuegrants_m185_pp.pdf
https://aasb.gov.au/media/lean4o4b/11-4-1_sp_tier-3revenuesupportingdoc_m185_sm.pdf
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(b) measure the lease expense (income) on a straight-line basis over the lease 
term, unless another systemic basis is more representative of the time pattern 
of the user’s benefit.  
 

7.1  Cover memo: Project update   
7.2  Staff paper: Tier 3 – primary financial statements 
7.3  Staff paper: Tier 3 – leases 
 

September 2021 The Board considered proposals to include in a Discussion Paper (DP) on the Financial 
Reporting Framework in respect of entities determining their accounting policies under 
Tier 3 reporting requirements. 
The Board decided to propose that entities in scope of Tier 3 should apply the 
requirements of a higher tier of Australian Accounting Standards in full for transactions 
not covered by the Tier 3 reporting requirements. Where transactions are also not 
covered in Tier 1 or Tier 2 requirements, judgement would be required to determine an 
accounting policy. Entity management would need to consider the applicability of the 
following sources, in descending order: 

(a) The principles and requirements in Tier 3 reporting requirements dealing with 
similar and related transactions or event; and  

(b) the definitions, recognition criteria and measurement concepts for assets, 
liabilities, income and expenses in the Conceptual Framework, to the extent 
they do not conflict with the Tier 3 reporting requirements.  

The Board decided to include in the DP for stakeholder feedback the following options 
on applying higher-tier requirements for topics or transactions that are covered by Tier 
3 requirements:  

(a) allow application of an accounting policy set out in a higher tier for any topic; or 
(b) allow application of a higher-tier accounting policy only for specific topics 

permitted by the Board, or 
(c) prohibit application of an accounting policy set out in a higher tier. 

 
12.1  Staff paper:  Application of accounting policies for omitted topics and 

application of higher tier requirements  
 

August 2021 The Board decided to specify that the primary objective in developing Tier 3 reporting 
requirements is to develop simplified financial reporting requirements that meet the 
needs of users of financial statements of smaller not-for-profit (NFP) entities. To 
recognise that comparability considerations do not conflict with this primary objective, 
the Board agreed to amend one of the principles against which it will form its views on 
Tier 3 reporting requirements – to be included in a Discussion Paper (DP) – to read as 
follows:  

• where possible, leverage the information management uses to make decisions 
about the entity’s operations. The ability to leverage the information 
management uses is made within the context of the NFP conceptual 
framework, user needs and cost/benefit considerations, and the aim for 
comparability within Tier 3 reporting requirements.  

 
The Board decided to propose, for the purpose of the DP:  

• permitting Tier 3 entities to change accounting policies voluntarily if the change 
results in financial statements providing more reliable and relevant information 

https://aasb.gov.au/media/x4eiyb3a/7-1_sp_covermemo_m184_pp.pdf
https://aasb.gov.au/media/f3npo4c0/7-2_sp_tier3_financial_statements_m184_pp.pdf
https://aasb.gov.au/media/vzwftqgu/7-3_sp_tier3_leases_m184_pp.pdf
https://aasb.gov.au/media/lyyb3pqy/12-1_sp_omittedtopicsclassoftransactionsapproach_m183_pp.pdf
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about the effects of transactions, other events or conditions on the entity’s 
financial position, financial performance or cash flows; and 

• requiring a limited retrospective approach for accounting for changes in 
accounting policies (both voluntary changes, and required changes where no 
specific transition requirements apply) and for corrections of errors. The limited 
retrospective approach recognises the cumulative effects on prior periods in 
the current period’s opening retained earnings, without restating the 
comparative period(s).  

The Board supported the revised project timeline, with publication of the DP expected 
in the second half of 2022 
 
4.1  Cover memo: Primary objective and staff analysis and recommendations on 

topics to be included in Tier 3 discussion paper   
4.2  Staff paper: Primary objective of setting Tier 3 
4.3  Staff paper: Change in accounting policies and correction of errors 
 

June 2021 The Board discussed whether the primary objective of Tier 3 reporting requirements 
should be to simplify accounting requirements or to facilitate comparability between 
Tier 3 NFP private sector entities, and the interaction of such primary objective with the 
Board’s principles for developing the proposed Tier 3 requirements. The Board did not 
form a view and directed staff to perform further work in this regard.  
The Board decided to propose developing Tier 3 reporting requirements as a single 
stand-alone pronouncement that will:  
(a)    be drafted in simple language using terminology tailored to NFP private sector 

entities of the size contemplated by the Board for Tier 3 entities (revenue 
between $500,000 and $3 million);  

(b)    have minimal cross-referencing to requirements of other Australian Accounting 
Standards;  

(c)    include a simple Basis for Conclusions; and  
(d)    include application guidance, implementation guidance and template financial 

statements.  
 
The Board also decided to address maintenance of the proposed pronouncement after 
forming its preliminary views on Tier 3 reporting requirements.  
The Board observed that an entity of the Tier 3 size contemplated by the Board should 
be able to prepare Tier 1 or Tier 2 general purpose financial statements, if it elects to 
do so. The Board also decided to consider at a future meeting whether to permit an 
entity to apply the reporting requirements of a higher tier in other cases, such as for a 
class of transactions or where a topic or guidance is not included in the Tier 3 reporting 
requirements.  
 
The Board decided not to make any amendments to the ‘control’ principle set out in 
AASB 10 Consolidated Financial Statements for Tier 3 reporting requirements. The 
Board noted that a forthcoming post-implementation review of Appendix E of AASB 10 
is expected to address the application of this principle for NFP entities. Consequently, 
the Board decided not to develop any specific guidance or criteria on identifying 
controlled entities as part of the Tier 3 reporting requirements. 
However, on consideration of the potentially significant effort that might be incurred by 
Tier 3 entities in identifying controlled entities, the Board decided to allow a NFP 

https://aasb.gov.au/media/hd0kig2j/4-1_sp_covermemo_m182_pp.pdf
https://aasb.gov.au/media/3gtluize/4-2_sp_objectiveoftier3framework_m182_pp.pdf
https://aasb.gov.au/media/qvspnte4/4-3_sp_tier3changeinaccountingpolicies_m182_pp.pdf
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private sector entity presenting Tier 3 general purpose financial statements the choice 
of presenting either:  
(a)    consolidated financial statements that consolidate all of its controlled entities, as 

specified by AASB 10; or  
(b)    separate financial statements as its only financial statements.  
In addition, where an entity presents separate financial statements as its only financial 
statements, the Board formed a tentative view that disclosure of the entity’s 
‘significant relationships’ should be required, to provide users of the financial 
statements with information on the other entities that could significantly affect the 
entity’s future financial position or performance. The Board intends to further discuss a 
definition of ‘significant relationships’.  
 
The Board will consider the accounting for investments in associates and joint ventures 
in consolidated financial statements and the accounting for investments in subsidiaries, 
associates and joint ventures in separate financial statements at a future meeting.  
The Board confirmed its previous decisions not to specify any reporting thresholds as 
part of this project (and to clarify the implications of this decision for entities in the 
discussion paper as far as possible) and that Tier 1 and Tier 2 reporting requirements of 
the NFP private sector differential reporting framework should comprise the respective 
Tier 1 and Tier 2 reporting requirements currently set out in Australian Accounting 
Standards 
 
3.1  Cover memo: Staff analysis and recommendation on certain topics to be 

included in Tier 3 discussion paper   
3.2  Staff paper: Setting of Tier 3 reporting requirements in the context of 

Australian Accounting Standards 
3.3  Tier 3 reporting control and related entities 
 

April 2021 The Board decided that a discussion paper on a possible differential financial reporting 
framework for not-for-profit (NFP private sector entities will propose: 
• The withdrawal of SAC 1 Definition of the Reporting Entity for NFP private sector 

entities, and the amendment of AASB 1054 Application of Tiers of Australian 
Accounting Standards, to remove the option for such entities to prepare special 
purpose financial statements; and 

• That subject to due processes, these steps should take effect concurrently with: 
i. Stage 1 of the Board’s updated Revised Conceptual Framework for NFP 

Framework for NPF entities – to avoid simultaneous application of two 
different concepts of a ‘reporting entity’ by the same entities; and 

ii. The Board’s differential reporting requirements for NPF private sector entities 
– to make Tier 3 reporting requirements available immediately, where 
applicable, for those entities preparing general purpose financial statements 
for the first time.  

• In the discussion paper, the Board will also consult on the cross-cutting issues that 
could result in NFP modifications of its Revised Conceptual Framework, such as: 
a) which parties should be identified as the primary users of general purpose 

financial reports of NPF private sector entities; and 
b) whether the objective of general purpose financial reporting by NFP sector 

entities should give greater emphasis to stewardship (or accountability). 

https://aasb.gov.au/media/c3an1rvo/3-1_sp_covermemo_m181_pp.pdf
https://aasb.gov.au/media/cl3ln254/3-2_sp_tier3settingoftier3standards_m181_pp.pdf
https://aasb.gov.au/admin/file/content102/c3/3.3_SP_Tier3Princhttps:/aasb.gov.au/media/zgseovgz/3-3_sp_tier3reportingcontrolledandrelatedentities_m181_pp.pdfiplesForDecisionMaking_M180_PP.pdf
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The Board decided to develop its proposals on Tier 3 accounting requirements having 
regard to ‘user needs’ and ‘cost/benefit’ as overarching principles, and having regard to 
balances and transactions commonly undertaken by NFP private sector entities with 
revenues between $500,000 and $3 million. This size indication provides the Board with 
an indicative boundary for identifying common transactions and forming views on 
requirements applying to Tier 3 financial statements, but is not intended to identify or 
limit the entities that might prepare Tier 3 general purpose financial statements in the 
future. 
 
The Board decided on the following principles, against which it will form its views on 
Tier 3 accounting requirements, for inclusion in a discussion paper: 

a) the development of Tier 3 reporting requirements is subject to the AASB Not 
for-Profit Entity Standard-Setting Framework; 

b) Tier 3 financial statements are general purpose financial statements. As such, 
Tier 3 financial statements provide useful information to users of the financial 
statements; 

c) consistency with the accounting principles specified by Tier 2: Australian 
Accounting Standards – Simplified Disclosures is desirable, but might not 
always be warranted, since Tier 3 requirements are being developed as a 
proportionate response to the costs incurred by certain entities whilst 
meeting the needs of users of the financial statements for the cohort of 
entities. For example, opportunities for deviation from Tier 2 accounting 
principles that could give a similar outcome to users while reflecting an 
appropriate cost/benefit balance could include disclosure requirements 
instead of a Tier 2 measurement requirement or an approach of specifying 
minimum ‘prescriptive’ disclosures;  

d) where possible within the context of its conceptual framework and user 
needs and cost/benefit considerations, in developing accounting 
requirements the aim is to maximise leveraging information that 
management uses to make decisions about the entity’s operations; and  

e) accounting requirements do not impose disproportionate costs to preparers, 
when compared to benefits of the information.  

In forming its views on Tier 3 reporting requirements, the Board decided it would 
consider, and be informed by, reporting requirements of other jurisdictions applying to 
similar-sized NPF private sector entities, including New Zealand.  
The Board intends to evaluate its future decisions on Tier 3 reporting requirements 
against its conceptual framework and the similarity of the proposals to existing AASB 
reporting requirements and New Zealand’s Tier 3 reporting requirements.  
 
3.1   SAC 1 for NFP entities and principles for Tier 3 reporting requirements  
3.2   Scope of the NFP FRF discussion paper 
3.3   Principles for Tier 3 reporting requirements 
 

February 2021 The Board made the following tentative decisions for future consultation on a possible 
differential financial reporting framework for not-for-profit (NFP) private sector 
entities:  

https://aasb.gov.au/admin/file/content102/c3/3.1_SP_NFPFRF_M180_PP.pdf
https://aasb.gov.au/admin/file/content102/c3/3.2_SP_SAC1_M180_PP.pdf
https://aasb.gov.au/admin/file/content102/c3/3.3_SP_Tier3PrinciplesForDecisionMaking_M180_PP.pdf
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• the existing two tiers of reporting requirements (Tier 1 and Tier 2) would 
continue to be available for NFP private sector entities preparing general 
purpose financial statements;  

• develop a further reporting tier (‘Tier 3’) in response to stakeholder concerns 
that Tier 2 reporting requirements are not proportionate for certain NFP 
private sector entities, including those which might no longer be able to 
prepare special purpose financial statements should the Board decide to 
remove the ‘reporting entity’ definition currently applicable to NFP entities; 
and  

• not to specify application thresholds for the tiers, but directed staff to engage 
with regulators on how their requirements for entities to prepare financial 
statements in accordance with Australian Accounting Standards or otherwise 
would interact with future financial reporting requirements to ensure clarity in 
the future consultation document.  

The Board also tentatively decided not to include any service performance reporting 
proposals in this consultation document, subject to clear communication of how it 
would address this topic and feedback from relevant regulators on the interaction of 
this decision with their priorities. The Board reiterated that it considers reporting of 
service performance information useful to users of the financial statements of NFP 
private sector entities but acknowledged that complexities in developing proposals in 
this regard might disproportionately delay progress on the differential reporting 
framework.  

The Board will consider proposals for Tier 3 reporting requirements for the consultation 
document at future meetings.  
5.1   Cover memo-Scope of the public consultation document 
5.2   Possible differential reporting Tiers for not-for-profit private sector entities 
5.3   Applicability of the different tiers to not-for-profit private sector entities 
5.4   Scope of NFP FRF project – Service Performance Reporting 
 

November 2020 The Board noted further feedback from the initial targeted consultations and decided 
to develop a Consultation Paper. The Board emphasised the importance and urgency of 
the financial reporting issues and will review the project timeline after considering the 
scope of a working draft of the Consultation Paper at the February 2021 Board meeting, 
including whether service performance information reporting should be included in the 
Consultation Paper. 
 
3.1  Summary of initial targeted consultation and next steps 
 

September 2020 The Board noted the feedback from the initial targeted consultations with stakeholders, 
including issues raised on the scope and nature of the initial design of the framework 
based on the New Zealand Tier 3 and Tier 4 Standards for not-for-profit private sector 
entities: Public Benefit Entity Simple Format Reporting – Accrual (Not-For-Profit) and 
Public Benefit Entity Simple Format Reporting – Cash (Not-For-Profit). The Board asked 
staff to continue with the targeted consultations with stakeholders to further inform 
the Board’s deliberations on the next steps at a future meeting.  
 
5.1  Summary of initial targeted consultation and key matters identified 
 

https://www.aasb.gov.au/admin/file/content102/c3/5.1_SP_CM_NFPFRF_M179_PP.pdf
https://www.aasb.gov.au/admin/file/content102/c3/5.2_SP_PossibleDifferentialRptTiersforNFP_PSE_M179_PP.pdf
https://www.aasb.gov.au/admin/file/content102/c3/5.3_SP_ApplicabilityDifferentTierstoNFPentitiesNFPFRF_M179_PP.pdf
https://www.aasb.gov.au/admin/file/content102/c3/5.4_SP_SPRNFPFRF_M179_PP.pdf
https://www.aasb.gov.au/admin/file/content102/c3/3.1_SP_NFPFRF_M178_PP.pdf
https://www.aasb.gov.au/admin/file/content102/c3/5.1_SP_NFPFRF_M177_PP.pdf


30 

AASB Action Alert Update, Minutes and Board Papers 
Meeting Date Update 

November 2019 Project plan 
 
The Board approved an updated project plan. 
 
5.1 Project Plan – NFP Private Sector Financial Reporting Framework 

 
Disclosure of Compliance with R&M in SPFS of Not-for-Profit Private Sector Entities 
 
The Board finalised requirements for not-for-profit private sector entities preparing and 
lodging special purpose financial statements (SPFS) with ASIC and ACNC – and other 
entities complying with AASB 1054 – to disclose information regarding compliance with 
the recognition and measurement (R&M) requirements in Australian Accounting 
Standards by making 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.  
 
AASB 2019-4 applies to annual reporting periods ending on or after 30 June 2020. 
 

September 2019 Disclosure of Compliance with R&M in SPFS - AASB 1054 (ED 293) 
 
The Board decided:  
(a) NFP entities required by legislation or otherwise to comply with AASB 1054 

Australian Additional Disclosures, such as medium and large charities with revenue 
greater than $250,000, registered with the Australian Charities and Not-for-profits 
Commission (ACNC) and companies limited by guarantee lodging financial reports 
with ASIC will be required to make the disclosures about compliance with 
recognition and measurement (R&M) requirements of Australian Accounting 
Standards (AAS) in their special purpose financial statements (SPFS) for annual 
reporting periods ending on or after 30 June 2020.  

The Board noted the ACNC expressed support for increased transparency of the 
financial reporting in the sector. Also, the work is on-going to consider further 
changes to the financial reporting framework for NFP entities.  

(b) for each material disclosed accounting policy disclose whether it does not comply 
with AAS R&M requirements or the compliance has not been assessed.  

(c) on the basis of the assessment in (b), disclosure is made as to whether overall the 
AAS R&M requirements are complied with (no instances of non-compliance or non-
assessment), not complied with (1 or more instances of non-compliance) or not 
assessed (1 or more instances of non-assessment). Where there is known non-
compliance an indication of the non-compliance should be disclosed.  

(d) disclosure of compliance with the R&M requirements in AAS excludes consolidation 
and the equity method of accounting as these are the subject of separate 
disclosures;  

(e) relief from determining whether or not its interests in other entities give rise to 
interests in subsidiaries, associates or joint ventures is only available where there is 
no legislative requirement to make this determination; and  

https://www.aasb.gov.au/admin/file/content102/c3/5.1_PP_NFP-private_M173.pdf
https://www.aasb.gov.au/admin/file/content105/c9/AASB2019-4_11-19.pdf
https://www.aasb.gov.au/admin/file/content105/c9/AASB2019-4_11-19.pdf
https://www.aasb.gov.au/admin/file/content105/c9/AASB2019-4_11-19.pdf
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(f) the proposed implementation guidance and illustrative examples in ED 293 will be 
updated to reflect the above decisions.  

 
The Board noted its amended proposals do not require more information than the NFP 
entities already provide, as they may indicate they have not made an assessment of 
compliance with AAS R&M. The Board acknowledged that there is less clarity in SPFS 
R&M requirements for charities and the new disclosures provide appropriate 
information for users without undue cost to preparers. Although the scope of the 
proposals has been limited to NFP entities, the Board decided that a fatal-flaw review 
version for public comment was not required as the proposals are less onerous. 
 
18.1  Staff Paper: AASB 1054 – Disclosure of Compliance with R&M in SPFS – Revised  
 

February 2019 The Board noted that State and Territory consumer protection agencies are supportive 
of working with the Board and other not-for-profit (NFP) regulators on the issue of 
simplifying financial reporting in the NFP private sector. 
 

November 2018 The Board welcomed ACNC Commissioner Dr Gary Johns to the meeting. The Board and 
Dr Johns agreed on the importance of consistent and appropriate external reporting for 
NFP private sector entities (including non-ACNC regulated entities). The Board will 
begin consulting with a wide range of stakeholders on the reporting framework options 
for the NFP private sector. 
 

August 2018 The impact of the AASB’s revised Conceptual Framework proposals on not-for-profit 
private sector entities 
 
The Board decided to issue a frequently asked question (FAQ) to help charities, 
companies limited by guarantee, incorporated associations, cooperatives and other 
not-for-profit private sector (NFP) entities understand the impact of the proposals in 
AASB’s Consultation Paper ITC 39.  
The FAQ will outline the Board’s expectation that it will, in consultation with the 
Australian Charities and Not-for-profits Commission’s (ACNC) and state and territory 
regulators, explore three tiers of reporting for NFP entities; each with consistent, 
comparable and transparent reporting requirements – dependent on recommendations 
from the recent ACNC legislative review. It will explain how special purpose financial 
statements (SPFS) are expected to be replaced for NFP entities with reporting 
requirements that are proportionate, fair and balance user needs with costs to 
preparers as outlined below: 
 
(a) Bottom tier – most likely be cash accounting, with a statement of resources and 

commitments (for ACNC NFP’s voluntary basis only, supporting completion of the 
Annual Information Statement);  

(b) Middle tier either Tier 2 General Purpose Financial Statements (GPFS) [full 
recognition and measurement with simplified disclosure] or a modified accrual 
framework [simplified recognition, measurement and disclosure]; and  

(c) Top tier –either Tier 1 [full recognition, measurement and disclosure] or Tier 2 GPFS 
framework (depending on where the middle tier lands).  

https://aasb.gov.au/admin/file/content102/c3/18.1_SP_ED293Submissions_M172_REVISED.pdf
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The Board also decided to explore the possibility of putting NFP thresholds and 
requirements into the existing AASB 1053 Application of Tiers of Australian Accounting 
Standards. This would ensure that all NFPs required by legislation or otherwise to 
prepare financial statements in accordance with Australian Accounting Standards 
would prepare comparable, consistent and transparent financial statements using the 
Bottom, Middle or Top tiering requirements.  
 
The FAQ will also explain that the Board will perform extensive consultation on a 
broader range of proposals for NFPs compared to what was contained in ITC 39. In 
addition to looking at the three tiers of reporting, the Board will be looking at service 
performance reporting (also known as impact reporting), remuneration reporting, 
fundraising and related party disclosures. Transitional relief for NFP entities would also 
be explored at that time. 
 
The Board noted that NFP entities could still assist with the proposals in ITC 39 by 
providing feedback on whether they prefer the existing Tier 2 GPFS framework – 
Reduced Disclosure Requirements or the newly proposed Tier 2 GPFS framework – 
Specified Disclosure Requirements for the Top or Middle tiers. This will help to inform 
the AASB which option they should pursue in further consultation. 
 

December 2017 The Board will provide the summary of the feedback from the outreach sessions held in 
November regarding the financial reporting framework for charities to the ACNC 
legislative review. 

8.0 Cover Memo – Financial Reporting Framework 

8.1 Staff Collation of Feedback from Outreach Sessions – Improving the financial 
reporting framework for Australian charities 

The Board approved the project plan for considering the financial reporting framework 
for public sector entities, with minor amendments. The Board also supported a field 
work proposal from an academic research group as the research may help inform 
decisions about the reporting framework. 

8.2 Project plan for the Financial Reporting Framework for public sector entities 

8.3 Staff Paper – Research Project Facilitation 

October 2017 The Board noted the Consultation Paper is to assist charities to provide input to the 
legislative review of the ACNC, commencing 3 December 2017. Accordingly regulators 
including the ACNC and relevant State regulators will be engaged to participate in the 
consultation process. The Board is particularly interested in consulting with users of 
charity financial statements.  

7.0 Cover Memo Australian Financial Reporting Framework 

7.1 AASB Research Report No X Financial Reporting Requirements for Charities – an 
Intranational and International Comparison [WORKING DRAFT] 
 

 

http://www.aasb.gov.au/admin/file/content102/c3/8.0_Reporting_Framework_M161.pdf
http://www.aasb.gov.au/admin/file/content102/c3/8.1_Collation_NFP_Outreach_2017_M161.pdf
http://www.aasb.gov.au/admin/file/content102/c3/8.2_Project_Plan_PSReporting_M161.pdf
http://www.aasb.gov.au/admin/file/content102/c3/8.3_Research_Project_Facilitation_M161.pdf
http://www.aasb.gov.au/admin/file/content102/c3/7.0_Reporting_Framework_Memo_M160.pdf
http://www.aasb.gov.au/admin/file/content102/c3/7.1_AASB_Research_Report_No.X_Financial_Reporting_Requirements_for_Charities.pdf
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August 2017 Australian Financial Reporting Framework – Draft Research Report on Charities 

Staff provided a progress report on the AASB Research Report on financial reporting 
requirements for charities. The Board decided the research to date was sufficient as a 
basis for identifying (a) issues with the current reporting framework in Australia for 
charities and (b) the findings and implications from the research relevant to improving 
the reporting framework. Accordingly, the Board decided the Research Report 
(together with an executive summary) should be published as soon as possible. The 
Research Report will provide a context for the subsequent Consultation Paper on 
possible options for improving the financial reporting framework applicable to charities 
registered with the Australian Charities and Not-for-profits Commission (ACNC), an 
early draft of which was also discussed by the Board (see below). 

Australian Financial Reporting Framework – Draft Consultation Paper on Charities 

In relation to the Consultation Paper referred to above, the Board decided:  

(a) the Paper should clearly explain the basis for considering changing the current 
financial reporting framework for charities and the respective roles of the AASB and 
regulators in developing a revised framework;  

(b) to issue the Paper to enable adequate input into the legislative review of the ACNC, 
which is due to commence in December; and 

(c) key stakeholders should be engaged early in the process, with outreach planned 
jointly with the ACNC to discuss possible options for improving the framework. 

The Board and the ACNC Commissioner, Susan Pascoe, agreed the ACNC should have 
significant input into the Paper. 

4.0 Cover Memo Australian Financial Reporting Framework 

4.1 WORKING DRAFT AASB Research Report No. X Financial Reporting 
Requirements for Charities – an Intranational and International Comparison 
 

June 2017 The Board noted progress on the staff’s NFP benchmarking report “Reporting 
Requirements for Not-for-Profit Entities – An International Comparison” as well as a 
revised plan for the project. A consultative document will also be developed to 
facilitate discussions on reporting thresholds and requirements for not-for-profit 
entities. 

6.0 Staff Paper:  Not-for-profit private sector benchmarking report 
 

May 2017 The Board considered an updated project plan. In particular, staff will work in 
conjunction with other key regulatory bodies and stakeholders to determine user needs 
for information and to consider the costs and benefits of the financial reporting 
requirements for all Australian entities. Extensive research work, including comparing 
the existing reporting requirements with other jurisdictions, and consultation activities 
are underway to better understand and assess the criteria for determining (a) which 
entities are required to prepare general purpose financial reports and (b) the reporting 
requirements applicable to entities. 

http://www.aasb.gov.au/admin/file/content102/c3/4.0_Cover_Memo_Australian_Financial_Reporting_Framework_M159_.pdf
http://www.aasb.gov.au/admin/file/content102/c3/4.1_WDAASBRRX_XX-17_Fin_Rep_Reqs_for_Charities_M159.pdf
http://www.aasb.gov.au/admin/file/content102/c3/6.0_Staff_Paper_NFP_private_sector_benchmarking_report_M158.pdf
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7.1 Staff Paper: Australian Financial Reporting Framework 

June 2016 Staff outlined the continuing development of benchmarking reports regarding financial 
reporting requirements for for-profit and not-for-profit entities in the private and 
public sectors. These reports will provide a basis for further consultation with 
regulators and other stakeholders.  

7.0 Cover memo – Australian Financial Reporting Framework 

7.2 Updated project plan 
 

April 2016 Staff outlined the continuing work to develop benchmarking reports regarding financial 
reporting requirements for for-profit and not-for-profit entities in the private and 
public sectors. These reports will support further consultation with regulators and other 
stakeholders. No decisions were made. 

February 2016 The Board supported the general view expressed at roundtables held in January that 
there is scope for improving the application of financial reporting requirements for not-
for-profit entities in the private and public sectors. The roundtables discussed many 
aspects, including reporting thresholds and the possibility of adding a third tier of 
reporting requirements. Summaries of the roundtable discussions will be published on 
the AASB website. The Board noted the importance of ongoing consultation with a 
broad range of stakeholders as the project progresses. No decisions were made.  

9.0 Memorandum – Financial Reporting Framework 

9.3 Extracts from the Final Report of the Royal Commission into Trade Union 
Governance and Corruption relating to financial reporting by trade unions 

December 2015 The Board received an update on the project addressing the Australian financial 
reporting framework in terms of which entities should prepare and lodge general 
purpose financial statements and the content of such financial statements. No 
decisions were made.  

7.1 Staff Paper – Financial Reporting Framework 
 

May 2015 The Board supported the project to reconsider the Australian financial reporting 
framework in terms of which entities should prepare financial statements and the 
content of those financial statements.  

The Board noted the project plan, which raises the possibility of a third tier of reporting 
requirements for the not-for-profit sector.  

11.1 Memorandum – Financial Reporting Framework 

11.2 Project Plan 

 

http://www.aasb.gov.au/admin/file/content102/c3/7.1_Reporting%20Framework_M157.pdf
http://www.aasb.gov.au/admin/file/content102/c3/7.0_Memo_Reporting_Framework_M152.pdf
http://www.aasb.gov.au/admin/file/content102/c3/7.2_Staff_Paper_Reporting_Framework_Project_Plan_M152.pdf
http://www.aasb.gov.au/admin/file/content102/c3/9.0_Memo_Reporting_Framework_M150.pdf
http://www.aasb.gov.au/admin/file/content102/c3/9.3_Extracts_Royal_Commission_Unions_Financial_Reporting_M150.pdf
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