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Not-for-profits in the spotlight …

“Community trust in NFP’s … is maintained and enhanced when the NFP’s activities are open transparent to the community”ICAA Sept 2006

“The complexity of the legal forms 

of NFP organisations has important 

implications for accountability, 

governance and regulation”

University of Melbourne Feb 2004

“Not for profit organisations 

are a big part of the economy, 

yet they are virtually 

unaccountable”

BRW March 2005

“An increasing number of donor

companies are establishing 

performance indicators
(for NFP’s) and seeking

increased transparency and 

accountability”BCA July 2007
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Three Imperatives for Finance Managers …

The regulatory and accounting framework for NFP’s
is flawed

There are sound commercial reasons to improve the 
transparency and utility of financial reporting

There are some immediate accounting and reporting 
issues to consider 
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A significant sector of the economy …

NFP’s play a significant role in our society

- economic
- social
- political

Legal and regulatory framework complicated 
and unclear

- State-based regulation
- Corporations Act
- specific Acts of Parliament
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Not for Profit’s – square peg in a round hole

Financial reporting for based solely on ‘compliance’
will always be sub-optimal

NFP’s are fundamentally different: 
- no residual ownership interest
- broader definition of ‘entity’

Complicated legal framework
- incorporated association
- company limited by shares
- company limited by guarantee

Application of IFRS to NFP’s



6

Winds of change … the rise of Corporate 
Social Responsibility 

The role of companies in the community 

Sole purpose is to make 
profits for shareholders

Equal weighting to interest
of all stakeholders

Corporate community investment as a sub-set of CSR

- shift from ad hoc grant making 
- corporate community investment as part of core 

business strategy
- more rigorous identification and selection of NFP 

partners
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Winds of change … the rise of Corporate 
Social Responsibility 

“Companies will increasingly 

address the issue of 

accountability and stewardship 

… and seek better ways to 

measure returns for the 

business and the community”

“An increasing number of 

companies are seeking increased 

transparency and accountability”
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Improving the quality of financial reporting

More meaningful disclosures … abandoning the 
“compliance” mindset

- performance
- financial position
- governance
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset

Performance Reporting

Focus on stewardship and measuring outputs
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset

Performance Reporting

Focus on stewardship and measuring outputs

Reporting KPI’s to evaluate efficiency (eg ratio of 
expenditure on fundraising the total funds raised, 
administration)
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset

Performance Reporting

Focus on stewardship and measuring outputs

Reporting KPI’s to evaluate efficiency (eg ratio of 
expenditure on fundraising the total funds raised, 
administration)

Reporting KPI’s to evaluate efficacy (eg actual 
outputs vs planned outputs)
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset

Financial Position

Liquidity and restrictions on assets
Recognition of the importance of fund accounting
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset
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More meaningful disclosures … abandoning 
the ‘compliance’ mindset

Governance

Board process
Internal controls

Management remuneration
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Some existing reporting challenges …

Revenue recognition

- ‘exchange’ transaction or non-reciprocal transfer;
- choosing the policy that best reflects economic reality 

Fair value accounting

- non-current assets 
- financial assets – AFS or Trading ?

Contributions

- ‘in kind’ contributions 
- volunteer hours

IFRS Issues
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Some existing reporting challenges …

AASB invitation to comment

- abolish existing ‘reporting entity’ concept
- focus on general purpose financial reports

New IFRS Standard for SME’s

Corporations Act amendment to large / small proprietary 
company test

Treasury Discussion Paper on Unlisted Public Companies

Recent Developments 
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To wrap up …

Regulatory and accounting framework is flawed

There are sound commercial reasons to improve 
transparency and utility of your financial report

There are some significant existing reporting 
challenges to consider 
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Discussion / Question time 
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