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Consultation - Developing a Simpler Reporting Framework for Not-for-Profit (NFP) 
Entities in Australia (Exposure Drafts 334 and 335) 

1. The Australian Charities and Not-for-profits Commission (ACNC) welcomes the opportunity 

to comment on the following two Exposure Drafts (ED): 

• ED 334 - Limiting the Ability of Not-for-Profit Entities to Prepare Special Purpose 

Financial Statements 

• ED 335 - General Purpose Financial Statements – Not-for-Profit Private Sector Tier 3 

Entities. 

About the ACNC 

2. The ACNC is the national regulator of charities established by the Australian Charities and 

Not-for-profits Commission Act 2012 (Cth) (ACNC Act).  

3. The objects of the ACNC Act are to: 

• maintain, protect and enhance public trust and confidence in the Australian not-for-

profit sector 

• support and sustain a robust, vibrant, independent and innovative Australian not-for-

profit sector 

• promote the reduction of unnecessary regulatory obligations on the Australian not-for-

profit sector. 

4. Although the ACNC Act refers to not-for-profits and the not-for-profit sector, the ACNC only 

regulates registered charities – organisations that meet the definition of charity as set out in 

the Charities Act 2013 (Cth) and the requirements for registration set out in the ACNC Act. 

5. The ACNC maintains a free and searchable online public register for over 62,000 charities 

(the Charity Register).  

6. The Charity Register helps the public, donors and government to understand the work of the 

charity sector and provides for transparency of charities. Information on the Charity Register 
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includes details about operating locations, activities and people. It also includes governing 

rules and annual reporting information, including annual financial reports.  

Summary of our submission 

7. The ACNC understands that the proposed reforms aim to extend the ‘Conceptual 

Framework for Financial Reporting’ to cover not-for-profit entities (including charities). This 

will remove the option for some charities to prepare Special Purpose Financial Statements 

(SPFS) (ED 334). 

8. A new ‘General Purpose Financial Statements (GPFS) Tier 3 Standard will be introduced, 

which includes simplified recognition, measurement, presentation, and disclosure 

requirements (ED 335). 

9. These reforms will impact more than 5,500 medium and large charities who are currently 

preparing SPFS to meet ACNC requirements. These charities will need to transition to some 

form of GPFS, including Tier 1 or 2 GPFS (if ineligible for Tier 3). This will require significant 

changes to accounting systems, record-keeping processes, and administrative procedures.  

10. These reforms will also impact a significant number of small charities who may prepare 

financial statements in accordance with Australian Accounting Standards for other purposes, 

such as grant acquittals.  

11. Consistent with our legislative objects to promote public trust and confidence whilst reducing 

unnecessary administrative burden, the ACNC supports a Tier 3 Standard that is fit-for-

purpose and easy to apply. 

12. Overall, the reforms represent a positive step forward for the sector. However, to ensure that 

the Tier 3 Standard is fit-for-purpose, we recommend that:  

• the Standard treat entities whose governing documents reference accounting 

standards consistently, rather than introducing a grandfathering exemption based on 

the effective date of the standards 

• work with other regulators and government to promote consistent eligibility for Tier 3 

reporting  

• minor changes be made to language to better reflect the language used in the charity 

sector  

• fair value be used instead of the cost method in most circumstances. 

13. The ACNC has provided specific comments on ED 334 and ED 335 at Appendices A and B 

respectively.  

14. The ACNC emphasises the need to support charities through tailored guidance and 

education that reflects the sector’s diversity. With approximately 51% of operating charities 

relying solely on volunteers and having no paid staff, this support is crucial.   
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The need to support the sector through guidance and education 

20. The ACNC supports the AASB’s proposed approach to provide at least a three-year lead-

time for any new Standard. 

21. We encourage the AASB to use this extra lead-time to: 

• strengthen financial literacy and capability within the sector to support compliance, 

with a particular focus on small charities who may need to comply with Tier 3 

• develop and provide clear, user-friendly guidance (including templates, etc). to help 

charities to correctly understand and apply Tier 3 Standard.  

22. The ACNC will work with the AASB, professional accounting bodies, and firms to review any 

guidance and support the delivery of effective guidance. We will also ensure that our 

guidance is simple and easy to understand. 

23. Improving the financial literacy and capability of charities will help them comply with their 

reporting obligations to the ACNC and other agencies. It will also increase their transparency 

and accountability to the public. 

Changes to the ACNC’s legislative framework 

24. Under the Australian Charities and Not-for-profits Commission Regulations 2022 (Cth) (the 

ACNC Regulations), medium and large charities can prepare SPFS. 

25. Legislative changes will be necessary to implement the AASB reforms and provide the 

sector with clarity and certainty moving forward. We also note that other regulatory bodies 

may require similar changes to their legislative and/or policy frameworks, and that funders 

may need to amend grant guidelines or agreements.  

26. We note that there is likely to be an increase in red tape if there is inconsistency across 

legislation and/or legislative frameworks.  

Further questions 

27. Please contact Tim Liu, Acting Director – Reporting, Red Tape Reduction and Corporate 

Services at  or  

 

Sincerely, 

Sue Woodward AM  
Commissioner 
Australian Charities and Not-for-profits Commission 


















