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COMPLIANCE WITH NEW RULES ON INCOME 
OF NOT-FOR-PROFIT ENTITIES, AND LEASES 
- BOARD ACTION NEEDED
Darryl Swindells, from HLB Mann Judd Sydney, reflects on how 
new accounting rules can change how, and when, not for profits 
recognise income.

In March 2019 HLB Sydney held a seminar/workshop that was 
attended by around 50 participants, to consider how the income 
and leases standards are to be applied. 

These new rules may significantly change how your organisation 
recognises income, and when it recognises that income. If you 
have any leases, or arrangements similar to leases, the new rules 
will definitely change your balance sheets, bringing on possibly 
significant assets and liabilities.

If you have a June year end, these rules apply from 1 July 2019, 
which is only three months away. If you have a December year end, 
these rules have been in place since 1 January 2019.

The general feeling of the participants at the seminar/workshop was 
that Boards or other governing bodies were not necessarily aware of 
the significant amount of work required for each NFP organisation 
to be able to comply with these new rules.

For the new income accounting standard, an analysis needs to be 
made of every source of income, putting it through a multistep 
analysis to be able to determine how and when to recognise income, 
and the amount of income to be recognised.

For the new leases standard, the first and maybe most difficult job 
is to obtain information for every lease or similar arrangement that 
your organisation has. NFP’s are telling us that this is not an easy 
exercise.

Once that is done, a number of assumptions and judgements need 
to be made, and these need to be agreed to by the Board or other 
governing body.
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Particular things that need to be done, or questions 
asked, include the following.

For the new income standards:

1.	 Analyse each item of income.

2.	Obtain copies of any agreements in relation to 
income, including changes to agreements.

3.	Understand how to treat each item of income 
under the new accounting standards – this in itself 
may require significant judgement.

4.	Go through the multistep process for each item of 
income, to determine how and when to recognise 
income.

5.	Document all of the above.

6.	Have it approved by your Board or other governing 
body.

7.	 Modify your accounting systems to cater for the 
new method of accounting.

For the new leases standard:

1.  Obtain details of each lease, rental agreement, 
occupation agreement, arrangement etc.

2. Understand the new leases accounting standard.

3. Determine which of these agreements, 
arrangements etc. constitutes a “lease”.

4. Consider whether there are any peppercorn leases 
in place.

5. Determine your incremental borrowing rate to 
acquire the asset that is the subject of the lease.

6. Consider variable rental payments, future rent 
increases, etc.

7. Make a judgement as to whether or not options to 
extend a lease will be recognised.

8. Determine the present value of the lease liability, 
and the value of the “right to use” lease asset.

9. Document all of the above.

10. Have it approved by your Board or other 
governing body.

11. Modify your accounting systems to cater for the 
new method of accounting.

12.Discuss with any lenders whether or not any   
borrowing covenants will be impacted by the 
increase in your assets and liabilities, with a view to 
changing the borrowing agreements if required.

Generally:

1.  Determine what resources your finance team and 
operational teams need to implement these new 
standards – your grant agreements and your other 
arrangements may be managed by your non-
financial people.

2. Determine what new accounting policies are 
required – there are choices to be made.

3. Set a timetable for this work.

4. Engage your auditors/advisers as soon as you can.

5. Set aside time at your Board or other governing 
body meetings to drive this process.

Should you require assistance with these processes 
(and you haven’t much time left!) please talk to your 
HLB contact.

(CONTINUED FROM COVER)
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At a time when governance is in the spotlight, the 
Australian Institute of Company Directors has updated 
its Not-for-profit Governance Principles.   

Following the Royal Commission into Aged Care 
Quality and Safety and other reports highlighting 
governance concerns within the community and 
NFPs, the second edition of the Principles provides 
a practical framework to help NFPs – big and small – 
understand and achieve good governance.

It is a benchmark resource for NFP leaders. The 
Principles use the term “board” to refer to any 
governing body of an NFP.

The document has three components: 

1.	 10 individual principles, 

2.	 Supporting practices, and

3.	 Guidance.    

AICD Managing Director and CEO Angus Armour said 
that good governance of NFP organisations had never 
been more important. ‘Australians expect NFPs to be 
governed to the highest of standards, and the way 
they are run is increasingly being scrutinised,’ he said. 

AICD UPDATES GOVERNANCE 
PRINCIPLES

GOVERNANCE

TOPIC PRINCIPLE

Purpose and strategy The organisation has a clear purpose and a strategy, which aligns its activities 
to its purpose

Roles and responsibilities There is clarity about the roles, responsibilities and relationships of the board

Board composition The board’s structure and composition enable it to fulfil its role effectively

Board effectiveness The board is run effectively and its performance is periodically evaluated

Risk management Board decision-making is informed by an understanding of risk and how it is 
managed

Performance The organisation uses its resources appropriately and evaluates its 
performance

Accountability and 
transparency

The board demonstrates accountability by providing information to 
stakeholders about the organisation and its performance

Stakeholder engagement There is meaningful engagement of stakeholders and their interests are 
understood and considered by the board

Conduct and compliance The expectations of behaviour for the people involved in the organisation are 
clear and understood

Culture The board models and works to instil a culture that supports the organisation’s 
purpose and strategy

The Principles are primarily for directors and 
executives but will be valuable to others involved 
in NFP governance such as managers, staff and 
volunteers. The document complements the 
Australian Charities and Not-for-profits Commission’s 
Governance Standards and its application is voluntary. 

The revised Principles provide a framework for NFPs 
and charities to consider good governance practices, 
including the board’s roles and responsibilities, 
managing conflicts of interest, organisational culture, 
stakeholder engagement and risk management.

New supporting practices provide greater clarity for 
NFP directors on what good governance looks like, to 
help support and strengthen governance practice. 

The AICD encourages users to conduct regular 
assessments of their performance and to report 
them to members and stakeholders, preferably on an 
annual basis.  The AICD suggests that users adopt an 
“if not, why not” approach to reporting.  This means 
that, where an organisation is failing to meet the 
Principles’ standards, it outlines to stakeholders why 
this is so. 
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In November 2018, the federal government introduced 
proposed External Conduct Standards for registered 
charities, intending to provide a minimum level of 
assurance that charities have appropriate governance 
and behaviour when operating overseas.

The Standards will be part of the Australian Charities 
and Not-for-profits Commission Regulation 2013, ie 
relevant charities must comply with these Standards.

The Standards cover key issues for charities operating 
overseas, including:

•	 Activities and control of resources (including 
funds)

•	 Annual reviews of overseas activities and record-
keeping

•	 Anti-fraud and anti-corruption, and

•	 Protection of vulnerable individuals.

Charities that operate overseas are encouraged to 
review the proposed Standards and consider how 
they might affect their operations when they’re likely 
to begin operating in August 2019. The Standards 
apply to matters both outside Australia and matters 
not outside Australia but closely related to entities, 
things or matters outside Australia - there may 
be some judgement required here in interpreting 
what the Standards mean by “undertake activities 
(including providing funds), or otherwise support 
activities, outside Australia.”

The ACNC is developing guidance to support charities 
in meeting the Standards. For more information, visit 
acnc.gov.au/ExternalConductStandards.

EXTERNAL CONDUCT STANDARDS 
LIKELY TO BEGIN IN AUGUST 2019

Towards the end of 2018, the federal parliament 
passed two pieces of legislation concerning foreign 
donations that might affect charities.

The Electoral Legislation Amendment (Electoral 
Funding and Disclosure Reform) Act 2018 came into 
effect on 1 January 2019 and bans donations of more 
than $100 from foreign governments and state-owned 
enterprises to political parties, individual candidates 
and significant political campaigners.

Read more about the changes, including how 
they affect charities, on the Australian Electoral 
Commission website at www.aec.gov.au/Parties_and_
Representatives/. 

The Foreign Influence Transparency Scheme came 
into effect on 10 December 2018. Its purpose is to 

ELECTORAL LEGISLATION MIGHT 
AFFECT CHARITIES

show the public and government decision makers 
the nature, level and extent of foreign influence on 
Australia’s government and political process.

Charities that undertake activities on behalf of a 
foreign principal may need to register for the scheme.

A foreign principal may include a foreign government 
or government related entity, a foreign political 
organisation or a foreign government related 
individual. 

More information at www.ag.gov.au/transparency.

Registrar of indigenous corporations Selwyn Button 
has again placed Many Rivers Regional Housing 
Management Services under special administration.

The move was supported by the NSW Aboriginal 
Housing Office.

Many Rivers’ main activity is to provide affordable 
housing for Aboriginal and Torres Strait Islander 
people throughout the Macleay Valley on the mid-
north coast of New South Wales. The corporation 
was placed under special administration from 
April to November 2018 and underwent significant 
transformation to address a range of governance 
concerns.

Mr Button has appointed Peter McQuoid of PDM 
Consultancy as special administrator until 10 May 
2019.

Strong governance and risk management rely on 
robust and effective working relationships among the 
groups within a corporation.  Key stakeholders have 
raised concerns about Many Rivers’ governance and 
stability.

‘When corporations are recovering from a challenging 
experience or significant change it can take some 
time to stabilise governance and operations,’ Mr 
Button said. 

‘This is one of the reasons my office continues to 
monitor corporations after a special administration 
ends.  We are better placed to respond and provide 
support if the need arises.

‘The provision of affordable housing for indigenous 
people across the Macleay Valley is an essential 
service for the local community.  Without strong 
governance and sound decision making […] in local 
housing corporations there is a real risk that these 
services will be lost to local people.

‘This is why I have appointed a special administrator 
to ensure appropriate responses are put in place to 
rectify these issues.’

GOVERNANCE CONCERNS PERSIST AT 
MANY RIVERS
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The ACNC has reported a 6% increase in concerns 
about charities in 2017-18.

The 2018 edition of the Commission’s Charity 
Compliance Report found that more than 1,800 
concerns were raised about charities.

Key findings were: 

•	 1,804 concerns were raised; up 6% from 2017

•	 Biggest type of issue encountered by the 
compliance team was private benefit (26%)

•	 20% of concerns assessed by the team were 
identified by internal processes – up from 8% in 
2017

•	 90 investigations were finalised – up from 82 in 
2017

•	 16 charities had their registrations revoked

•	 18 penalty notices were issued

•	 24 charities entered into compliance agreements 
with the ACNC

•	 Two charities entered into enforceable 
undertakings

•	 The ACNC issued regulatory advice 71 times 

•	 113 double-defaulter charities had their registrations 
revoked for failure to submit two annual 
information statements, and

•	 Charities subject to compliance cases controlled 
over $11.9 billion of charitable assets.

ACNC Commissioner Gary Johns noted that charity 
concerns have increased each year since the ACNC 
was established in late 2012. 

‘We have seen concerns grow from the mid-600s in 
2013-14 to almost three times that in 2018,’ Dr Johns 
said.

‘The annual increase […] likely mirrors the 
community’s growing awareness of the ACNC as the 
national charity regulator. This is supported by the 
fact that most of these concerns – 57% – were raised 
by individuals.  Individuals being past or current 
volunteers, employees, beneficiaries, and members of 
the public.’ 

Dr Johns said that a key theme of this year’s report 
was identifying and managing risk.  

‘The key is identifying and managing risk 
appropriately through strong governance policies and 
procedures.  In this year’s report we shared a real-life 
case study where a charity identified fraud and took 
firm action. The charity not only addressed the matter 
– they also reduced the risk of fraud occurring again.

CONCERNS ABOUT CHARITIES 
INCREASE

ACNC

‘Guide Dogs Victoria have courageously shared their 
story, and in doing so have shown that even the 
largest, most iconic charities face risk, both internal 
and external.’

In 2019, the ACNC will focus on publishing practical 
guidance and tools to help charities mitigate risks and 
strengthen their governance. 

The ACNC receives more than 150 concerns a 
month about the actions, activities and eligibility of 
Australia’s registered charities.

Increased media coverage and a better understanding 
of the Commission’s role as national charity regulator 
has seen the number of concerns received from 
members of the public rise by 46% between 2016-17 
and 2017-18.

The most common concerns allege financial 
mismanagement, potential harm to beneficiaries, 
private benefit and fraudulent activity.

The ACNC has the power to investigate breaches of 
its Act and governance standards. The Commission 
may decide whether a charity is entitled to 
registration, whether it meets requirements to keep 
records and provide accurate information, and 
whether charitable funds are being used for private 
benefits, among other things. 

The Commission does not have jurisdiction over 
fundraising, contracts, internal disputes, service 
standards or employment issues.

HOW THE ACNC APPROACHES 
CONCERNS ABOUT CHARITIES

The ACNC has updated its fundraising guidance, 
urging charities to remain transparent on 
administration costs and refrain from misleading the 
public on the use or destination of donations. 

Read more at www.acnc.gov.au/tools/guides/
working-fundraising-agencies and www.acnc.gov.
au/for-public/understanding-charities/charities-and-
fundraising. 

ACNC UPDATES FUNDRAISING 
GUIDANCE

“The key is identifying and 
managing risk appropriately 
through strong governance 

policies and procedures. ”
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The ACNC has revoked the charity status of the House 
of Hope Recovery Centre following an investigation 
into the organisation’s activities and operations.  

The Centre was also known as the Illawarra Food Hub, 
The Hope Centre and Hope Centre Foodbarn. 

Revocation of charity status removes the 
organisation’s federal tax concessions, including 
deductible gift recipient status, income tax 
exemption, fringe benefits tax rebates and goods and 
services tax concessions. 

The Centre was registered as a charity by the 
Australian Taxation Office and transferred to the 
ACNC on 3 December 2012 – the day the ACNC 
was established. The organisation was registered 
to advance religion and as a public benevolent 
institution. 

The revocation is reflected on the charity register.  
However, the ACNC is prevented from publishing the 
findings from investigations and the nature of the 
concerns due to secrecy provisions in its Act. 

ACNC Commissioner Gary Johns said status 
revocation was reserved for the most serious cases. 

 ‘Concerns about charities come to light in [several] 
ways; through our own internal analysis, from the 
public, or in the media,’ said Dr Johns. 

Dr Johns said that each concern was taken seriously 
‘We receive more than 150 concerns every month and 
we take each seriously.’ 

HOUSE OF HOPE LOSES CHARITY 
STATUS

The ACNC has released a new pdf file to allow 
charities to monitor their compliance with governance 
standards.

Charities fill in the pdf with the steps they are taking 
to meet their obligations. They are prompted to list 
policies and procedures they are following.

There is no obligation to fill in the file and send it to 
the Commission.  

The resource will help charities to identify issues that 
might prevent them from meeting their obligations.  
Answering ‘no’ to a question does not necessarily 
mean that a charity is failing to comply. However it 
could be a handy prompt to reconsider governance 
practices. 

You can access the self evaluation tool at www.acnc.
gov.au/self-evaluation-charities.

ACNC RELEASES ONLINE SELF-
EVALUATION TOOL

Campaigning and advocacy can be legitimate and 
effective in furthering a charity’s purposes. There is 
an obvious link, for example, between a charity that 
advances education and government school funding 
policies.

But with the federal election looming, it’s time to 
remember that charities also have responsibilities.

Charities should not have a ‘disqualifying’ political 
purpose and they need to remain independent from 
party politics. A ‘disqualifying’ purpose means that an 
organisation will no longer be entitled to registration 
as a charity, which removes entitlement to federal tax 
concessions. 

Ahead of the last federal election the ACNC produced 
guidance to assist charities in deciding what advocacy 
and campaigning they may undertake and what 
should be avoided. Despite the help, the Commission 
still regularly receive concerns about alleged political 
advocacy by charities. 

Charities should review the guidance before getting 
involved in political discussions. You can read the 
ACNC’s guide Charities, Elections and Advocacy at 
www.acnc.gov.au/tools/guides/charities-elections-
and-advocacy.

Charities should also be aware that certain types 
of expenditure may need to be disclosed to the 
Australian Electoral Commission as required by the 
Commonwealth Electoral Act 1918. More information 
is available on the Australian Electoral Commission 
website at www.aec.gov.au.

CHARITIES SHOULD DO THEIR 
HOMEWORK BEFORE POLITICAL 
CAMPAIGNING 

ACNC’s analysis of 2017 annual information 
statements and financial reports has been published 
on the Commission’s website.

The Commission contacted 747 charities about 
identified errors.  Corrections to financial data 
resulted in adjustments of:

•	 51,484 full-time equivalent staff
•	 $20.7 billion in total revenue, and
•	 $670 million in total assets.

The reporting team also reviewed more than 150 
annual financial reports submitted by medium and 
large charities to ensure that they met reporting 
requirements. Where necessary, charities were 
contacted to ensure that material errors were 
corrected. By publishing the findings, preparers and 
auditors are armed with information that should 
improve the accuracy of reporting in 2018 statements.  

The Commission has published guidance and a 
checklist to help charities complete and submit their 
2018 annual information statements.

2017 AIS DATA RELEASED
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This year is big for NFPs that report in compliance 
with accounting standards. 

The following complex accounting standards apply for 
annual reporting commencing on or after 1 January.  
Year-enders on 31 December 2019 are first cabs off 
the rank. The Standards to watch out for are:

•	 AASB 15 Revenue from Contracts with Customers 
(NFP version)

•	 AASB 1058 Income of Not-for-profit Entities, and

•	 AASB 16 Leases.

The Australian Accounting Standards Board late 
last year issued amending standard AASB 2018-8 
Amendments to Australian Accounting Standards – 
Right-of-Use Assets of Not-for-profit Entities, which 
affects leases.

AASB 2018-8 provides a temporary option for NFP 
lessees to elect to measure a class (or classes) of 
right-of-use assets arising under ‘concessionary 
leases’ at initial recognition, either:

•	 At cost, in accordance with AASB 16 Leases 
paragraphs 23–25, which incorporates the amount 
of the initial measurement of the lease liability, or

•	 At fair value (under AASB 13 Fair Value 
Measurement) in accordance with AASB 16 
paragraph Aus25.1 (as amended).

There are important disclosure requirements where 
the ‘cost’ option is chosen.  

This extra information helps financial statements users 
to assess:

•	 An entity’s dependence on leases that have 
significantly below-market terms and conditions 
principally to enable the entity to further its 
objectives, and

•	 The nature and terms of the leases, including lease 
payments, terms, a description of underlying assets 
and restrictions on the use of underlying assets 
specific to the entity.

The information must be provided individually for 
each material lease that has significantly below 

APPLYING STANDARDS

FINANCIAL REPORTING INSIGHTS

market terms and conditions principally to enable 
the entity to further its objectives or in aggregate for 
leases involving right-of-use assets of a similar nature. 

You will need to consider the level of detail necessary 
to satisfy the disclosure objective and how much 
emphasis to place on each of the requirements.  

Remember to aggregate or disaggregate disclosures 
so that useful information is not obscured by either 
the inclusion of a large amount of insignificant detail 
or the aggregation of items that have substantially 
different characteristics.

As 30 June 2019 approaches, many NFPs will 
apply AASB 9 Financial Instruments (classification, 
impairment and hedging) and the revised AASB 7 
Financial Instruments: Disclosures for the first time.  
The expected credit-losses model will be particularly 
challenging.

Good news, though, as NFPs are relieved from 
extensive disclosures when the reduced disclosure 
regime is applied. 

NFPs preparing special purpose financial statements 
that are lodged with regulators or otherwise 
made generally available will need to consider the 
application of the new and revised standards.

The AASB staff have addressed how NFP schools may 
work out which Standard to apply to different types 
of upfront fees they charge.

The staff FAQs also show how NFPs may identify and 
recognise performance obligations under AASB 15 
Revenue from Contracts with Customers and AASB 
1058 Income of Not-for-Profit Entities.  

The additions accompany the existing FAQs 
addressing the effective date and scope of new NFP 
income standards.  Visit www.aasb.gov.au/admin/file/
content102/c3/NFP_Staff_FAQs_03-19.pdf.

AASB STAFF POST FAQS FOR NFPS
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The Senate Select Committee on charity fundraising 
has tabled an 89 page report.

Charity Fundraising in the 21st Century is divided into 
five chapters:

•	 Chapter 1 provides an overview of the conduct of 
the inquiry

•	 Chapter 2 details previous inquiries and recent 
developments relevant to the inquiry’s terms of 
reference

•	 Chapter 3 outlines the current legislative and 
regulatory frameworks governing charity 
fundraising and not-for-profits at the State, 
Territory and federal levels as well as bodies 
responsible for their oversight and enforcement

•	 Chapter 4 highlights issues identified in the 
absence of a consistent nation-wide regulatory 
framework for charity fundraising, and

•	 Chapter 5 outlines the options for reform to 
fundraising regulation of charities and not-for-
profits and sets out the Committee’s views and 
recommendations.

The Committee heard that many charities failed 
to comply with relevant regulations and that non-
compliance with various Commonwealth and State 
regulations was both accidental and deliberate.

The Committee made two recommendations to the 
Australian government:

•	 To provide urgently a public response to the 
recommendations made in the review panel’s 
report Strengthening for Purpose: Australian 
Charities and Not-for-profits Commission 
Legislation Review, and 

•	 To commit to working with State and Territory 
governments and the NFP sector to develop a 
consistent national model for regulating NFP and 
charitable fundraising activities within two years.

SENATE COMMITTEE TABLES FUNDRAISING REPORT

GOVERNMENTS & ATO

A new 88 page research report shows how several 
local governments protect themselves against 
corruption.

Released by the Independent Broad-based Anti-
corruption Commission, Local government integrity 
frameworks review identifies a sample of councils that 
have built solid anti-corruption frameworks, providing 
models for other councils.

A key objective of IBAC’s review is to help councils 
review and strengthen their own integrity measures 
against corruption.

IBAC found that 6 councils had sound frameworks 
and good practice in several areas. The Commission 
reported that improvements could be made in others. 

Corruption risks were identified in procurement, 
cash handling, conflicts of interest, gifts, benefits 
and hospitality, employment practices, and misuse of 
assets and resources.  

WHAT GOOD LOCAL GOVERNMENT 
INTEGRITY FRAMEWORKS LOOK LIKE

FRAUD & NOCLAR

“A key objective of 
IBAC’s review is to 
help councils review 
and strengthen 
their own integrity 
measures against 
corruption”.
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IBAC CEO Alistair Maclean said that the review was 
undertaken to show councils what a good integrity 
framework might look like. IBAC would support 
councils in examining their approaches and identify 
opportunities to improve their systems and controls 
to identify and manage corruption risks.

‘We recommend all Victorian councils use the findings 
from this important review to assess their own 
integrity frameworks and identify where they can 
improve,’ Mr Maclean said.

‘Corrupt conduct by public-sector employees, 
including council employees, adversely [affects] 
delivery of vital services and facilities. It wastes 
significant time and public money, means there is 
unfairness in the opportunity to provide services to 
councils, and damages reputations and community 
trust.’

The review showed that councils could improve 
on the development and communication of a clear 
policy on conflicts of interest, a broader consideration 
of corruption risks associated with employment 
practices, and ensuring that suppliers understood the 
probity standards expected of them.

The IBAC review also found that councils could do 
more to encourage reporting of suspected corrupt 
conduct.

‘It is critical that councils increase efforts to reassure 
employees they can be protected and that their 
report will be taken seriously,’ Mr Maclean said.

IBAC’s review sample included metropolitan, outer 
metropolitan and regional councils. They were not 
identified.

The review was not an audit, the focus being on good 
practice and potential opportunities for improvement.  

The full report and summary are available at www.
ibac.gov.au.

IBAC has charged a former Frankston City Council 
manager with 79 charges, including obtaining 
property by deception, making false documents, 
using false documents, and misconduct in public 
office.  

The Commission has also charged an electrical 
supplier to the council with 78 similar offences.

The charges follow Operation Topi, an IBAC 
investigation into allegations of improper 
procurement to obtain Frankston City Council funds.

The investigation began after a council tip-off. 

Under mandatory notification requirements that 
came into effect in 2016, all heads of Victorian public 
sector departments and agencies, including council 
CEOs, must by law notify IBAC of any matter that 
they suspect, on reasonable grounds, involves corrupt 
conduct.

FORMER FRANKSTON CITY COUNCIL 
MANAGER CHARGED

Former New South Wales RSL President Don Rowe 
has been charged with fraud following a police 
investigation. The 70 year old was accused of 
misusing his corporate credit card to cover personal 
expenses during his 11 year tenure. The matter will 
return to court on 21 June 2019.

FORMER NSW RSL PRESIDENT 
CHARGED
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PRINCIPLE EXPLANATION MEMBER’S RESPONSIBILITIES

Integrity Be straightforward and 
honest in all professional and 
business relationships

Not knowingly be associated with reports, returns, 
communications or other information where the member 
believes that the information: contains a materially false or 
misleading statement; contains statements or information 
provided recklessly; or omits or obscures required 
information where such omission or obscurity would be 
misleading. 

When becoming aware of having been associated with 
information take steps to be disassociated from that 
information.

Objectivity Not to compromise 
professional or business 
judgements because of bias, 
conflict of interest or undue 
influence of others

Not undertake a professional activity if a circumstance or 
relationship unduly influences the member’s professional 
judgement regarding that activity.

Professional 
competence and 
due care

Attain and maintain 
professional knowledge and 
skill at the level required 
to ensure that a client or 
employing organisation 
receives competent 
professional activities, based 
on current technical and 
professional standards and 
relevant legislation; and 

Act diligently and in 
accordance with applicable 
technical and professional 
standards. 

Take reasonable steps to ensure that those working in a 
professional capacity under the member’s authority have 
appropriate training and supervision. 

Where appropriate, make clients, the employing 
organisation, or other users of the member’s professional 
services or activities, aware of the limitations inherent in 
the professional services or activities.

The Accounting Professional and Ethical Standards 
Board has restructured considerably its Code of Ethics 
for Professional Accountants (including Independence 
Standards). 

The revision is 211 pages. The previous version had 133 
pages.  

Operative from 1 January 2020, time is short to 
understand the changes and implement them.

The Code sets out fundamental principles of ethics for 
members, reflecting the profession’s recognition of its 
public-interest responsibility. The principles establish 
the standard of behaviour expected of a member 
of the accounting bodies whether in business or in 
public practice.  

A member in business is employed or engaged in an 
executive or non-executive capacity in such areas 
as commerce, industry, service, the public sector, 
education, the not-for-profit sector, regulatory bodies 
and professional bodies, or a member contracted by 
such entities. 

There are five fundamental principles. While they 
sound familiar, there have been subtle changes 
and more explicit identification of a member’s 
responsibilities. 

A member must comply with each of them. They are 
listed below. We will look in future editions at other 
elements of the code as they affect members in 
business.

GETTING TO KNOW REVISED FUNDAMENTAL PRINCIPLES

ETHICS
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Confidentiality Respect the confidentiality 
of information acquired as 
a result of professional and 
business relationships

Be alert to the possibility of inadvertent disclosure, 
including in a social environment, and particularly to a 
close business associate or an immediate or a close family 
member.

Maintain confidentiality of information within the firm or 
employing organisation.

Maintain confidentiality of information disclosed by a 
prospective client or employing organisation.

Not disclose confidential information acquired as a result 
of professional and business relationships outside the firm 
or employing organisation without proper and specific 
authority, unless there is a legal or professional duty or 
right to disclose.

Not use confidential information acquired as a result of 
professional and business relationships for the personal 
advantage of the member or for the advantage of a third 
party

Not use or disclose any confidential information, either 
acquired or received as a result of a professional or 
business relationship, after that relationship has ended.

Take reasonable steps to ensure that personnel under the 
member’s control, and individuals from whom advice and 
assistance are obtained, respect the member’s duty of 
confidentiality.

Continue to comply with the principle of confidentiality 
even after the end of the relationship between the 
member and a client or employing organisation. When 
changing employment or acquiring a new client, the 
member is entitled to use prior experience but shall not 
use or disclose any confidential information acquired 
or received as a result of a professional or business 
relationship.

Professional 
behaviour

Comply with relevant laws 
and regulations and avoid 
any conduct that the Member 
knows or should know might 
discredit the profession

Shall not knowingly engage in any business, occupation 
or activity that impairs or might impair the integrity, 
objectivity or good reputation of the profession, and as 
a result would be incompatible with the fundamental 
principles.

When undertaking marketing or promotional activities, a 
member shall not bring the profession into disrepute.

Shall be honest and truthful and shall not make: 
exaggerated claims for the services offered by, or 
the qualifications or experience of, the member; or 
disparaging references or unsubstantiated comparisons to 
the work of others.



All material contained in this newsletter is written by way of general comment. No material should be 

accepted as authoritative advice and any reader wishing to act upon the material should first contact our 

office for properly considered professional advice, which will take into account your own specific conditions. 

No responsibility is accepted for any action taken without advice by readers of the material contained herein.

HLB Mann Judd firms are part of HLB International, the global advisory and accounting network.  

CONTACT US
ADAM BRADFIELD
T: (02) 6626 3000
F: (02) 6621 9035
E: adam.bradfield@tnr.com.au

GEOFF DWYER
T: (02) 6626 3000
F: (02) 6621 9035
E: geoff.dwyer@tnr.com.au

KEVIN FRANEY
T: (02) 6626 3000
F: (02) 6621 90365
E: kevin.franey@tnr.com.au

ADVICE / SERVICE / SOLUTIONS
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