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Important information
Pitcher Partners

This presentation (‘Presentation’) has been produced by Pitcher Partners and has been prepared for informational and discussion purposes
only. The information provided in this document is of a general nature and has been prepared without taking into account your objectives,
circumstances, financial situation or particular needs. This Presentation does not constitute personal advice.

This Presentation has been prepared by us in the ordinary course of our profession. In providing this Presentation, we are not purporting to act
as solicitors or provide legal advice. Appropriate advice should be sought prior to acting on anything contained in this Presentation or
implementing any transaction or arrangement that may be referred to in this Presentation.

Information contained within this Presentation is based on the relevant law and its interpretations by relevant authorities as it stands at the time
the information is provided. Any changes or modifications to the law and/or its interpretation after this time could affect the information we have
provided.

This Presentation, or any part thereof, must not be distributed, copied, used, or relied on by any person, without our prior written consent.

To the maximum extent permitted by law, Pitcher Partners will not be liable for any loss, damage, liability or claim whatsoever suffered or
incurred by an person arising directly or indirectly out of the use or reliance on the information contained within this Presentation.

Pitcher Partners is an independent member of Baker Tilly International. Baker Tilly International Limited is an English company. Baker Tilly
International provides no professional services to clients. Each member firm is a separate and independent legal entity, and each describes
itself as such. Pitcher Partners is not Baker Tilly International’s agent and does not have the authority to bind Baker Tilly International or act on
Baker Tilly’s behalf. None of Baker Tilly International, Pitcher Partners, not any of the other member firms of Baker Tilly International have any
liability for each other’s acts or omissions. The name Baker Tilly and its associated logo is used under license from Baker Tilly International
Limited.

Pitcher Partners is an association of independent firms.
Any trademarks, logos, and service marks contained herein may be the registered and unregistered trademarks of their respective owners.
Nothing contained herein should be construed as granting by implication, or otherwise, any license or right to use any trademark displayed

without the written permission of the owner.

Liability limited by a scheme approved under Professional Standards Legislation.
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Opening Comments
Context

The importance of accurate, relevant and timely financial information cannot be
underestimated.

It is critical to your business for a number of important responsibilities, including
responding to stakeholder expectations, reviewing performance, decision
making, planning, and forecasting.

The type of financial reports required is determined by the type of legal entity
that your organisation operates under, the size of the organisation and the
specific requirements of the organisation.

Financial reports provide you with the information needed to establish your
business strategy, make management decisions, and understand the challenges
your business is facing and/or the opportunities available to it.
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What’s in a name?




Understanding the terminology

Various
terms are
frequently

used when

discussing
financial

reporting

« Annual
report

 Financial
report

 Financial
statements

Annual report

Annual reports are comprehensive documents that
provide users with information about a company’s
financial and operating performance for the year. The
reports contain information, such as performance
highlights, operating results (e.g. competitions), a
letter from the CEO or Chair of the Board, financial
information, and objectives and goals for future years.

Financial report

Financial reports are a set of financial statements that
combined provide a detailed report on the financial
performance and financial position of an organisation
and form part of the annual report.

Financial statements

The individual reports disclosing the organisation’s
financial activities for a period and financial position at
a point in time. The main statements are the balance
sheet, income statement, cash flow statement and
statement of changes in equity.
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FINANCIAL REPORT

Balance Income

Sheet Statement

For a period
ending at a
point in time

V]

As at a point in
time

Cash flow
statement

For a period
ending at a
point in time

|

Notes to the

financial
statements

\ \

[

FINANCIAL STATEMENTS

Best Sport Ever Inc

Annual Report
2022

CEOQ'’s report
Directors’ report

Results of competitions
Looking ahead
Other great news!
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E The financial reporting formula

@/ Timely + Relevant + Accurate + Complete =
Quality Financial Reporting

TRAC = QFR



The importance of quality financial reporting
Connecting the dots

« The primary purpose of financial reporting is to communicate relevant and reliable
information about the organisation to users and stakeholders.

It is also the method used by organisation boards and management to discharge
their accountability to stakeholders by providing an explanation of how they have
managed the organisation’s resources.

« Some of the benefits of quality financial reporting include:

— Demonstrates good financial governance

— Helps to manage risk

— Provides an accurate assessment of the financial strength of the organisation

— Allows directors and management to determine the resources available to them
to plan for the future

— Assist with development of strategic plans and budgets

— Builds trust amongst the various groups with an interest in the organisation;
creditors, financiers, employees, participants, etc. o
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Quality
IR ERHE]
reporting
- an aid
for
directors

How quality financial reporting
assists directors:

 Balance sheet —details all
assets and liabilities and the
ratios between them

* Income statement — discloses
annual costs of running the
organisation

« Impact of budget can be
assessed through
management accounts

* Financial statements and
regular management accounts

» Cash flows/ Income statement
— can be compared to
operating budgets

* Financial risks can be
identified through financial
reports

© Pitcher Partners. All rights reserved. Pitcher Partners is a national association of independent firms.

Financial responsibilities of
directors:

 Determine what financial
resources are available

» Cost the strategic objectives of
the organisation

* Adopt a budget aligned with
achieving the organisation’s
goals

» Direct the organisation’s
finances

* Monitor progress against
strategic plans and budgets

« Be aware of any significant
financial issues
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9 PARTNERS



Ways to ensure quality financial reporting
Some thoughts to get you started

Timely

Relevant

Accurate

Complete

Prioritisation: Make financial reporting a priority and ensure that time
and resources are available. Set deadlines for completion of business
critical documents and make sure everyone is aware of their role.

Timeliness is critical to well informed decision making. Financial
reports need to be prepared within a time frame to comply with any
regulatory obligations, but more importantly, to enable directors and
management to use the information for planning.

Understand your business model, the key drivers, and required
outcomes. Focus on what is relevant to your organisation and make
sure the information is prepared in time for it to be used as required.

Review your chart of accounts and delete any unnecessary clutter
that can build up in your ledger. Make sure that the chart of accounts
IS set up to capture the information that is important to your
organisation, not just the standard chart that comes with the software.
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Ways to ensure quality financial reporting
Some thoughts to get you started

» Seek and obtain expert advice when needed. Engaging with i
your industry organisation, accountant or business advisor can TI m e I
help maximise the effectiveness of your financial reporting and y
the identification of any business risks or opportunities.

+ Make technology your friend: Ensure you have the best

systems and processes your budget will afford, and keep it R e I evant

updated. Wherever possible, utilise standard reports to reduce
the need for continual updates.

» Establish due dates in advance: Prepare a calendar of events
that identifies all tasks that need to be performed on a daily, ACC u rate
weekly, monthly and annual basis. This allows you to plan for all

stages in the transaction and reporting process, from
processing transactions, reconciliations, report preparation,

deliberation by the Board and ultimately lodging with regulatory COI I l p I ete

authorities (if required).
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Ways to ensure quality financial reporting
Some thoughts to get you started

+

Relevant

+ »

4

Complete

Embrace flexibility and be prepared for the unexpected. In today’s
hybrid working model, it is important to have the flexibility to cope
with different situations and be able to adapt regular workflows as
required to meet important deadlines.

Training your people on how to perform their roles is important,
particularly for tasks that are not required on a regular basis.
Make sure that all relevant manuals and policies are kept up-to-
date.

Engage early with your Board to understand their expectations.
The financial report should reflect the board’s knowledge of the
organisation. Will the financial report reflect the key decisions
made by the board and key transactions during the year?

Ensure the financial report is logically structured and easy to read.
The degree of detail required in the financial report will be
determined by the entity type and size.

All of the above are relevant to everyone in your organisation,
including directors and volunteers.

PITCHER
PARTNERS



Ways to ensure quality financial reporting
A final thought...

The financial reporting function requires the involvement of more than just the
organisation’s Treasurer or finance manager. The financial report is your organisation’s
annual report card which will be used by a broad range of people, many of whom will
have a direct impact on the report and as a result a direct interest in it:

* Your directors, who have developed and adopted a strategic plan and need to
assess progress against that plan

« Management, who are responsible for managing the organisation’s budget and the
efficient operation of the organisation

 All operational functions within the organisation such as purchasing, payroll,
organising competitions, marketing, communications, member relations, talent
programs, funding applications, community relations, and various functions.

» Your sporting participants and volunteers.

» Your bank, grantors and creditors
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Questions directors should ask



Some
guestions
directors
should ask

when
reviewing
financial
reports

Do our current and readily available assets cover our short-term
liabilities?

Are we profitable?

How does our operating result for the year compare with our
budget?

How many days of cash do we have available?

Does the financial report reflect the directors’ understanding of

the financial performance and financial health of the
organisation?

Is the annual operating result disclosed in the financial
statements consistent with the management reports considered
by the board during the year?

What basis of accounting was used in the preparation of the
financial report? Have there been any changes in accounting
policies?

Is there any unspent grant money still held, and if so how is it
reported in the financial statements?
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Some
guestions
directors
should ask

when
reviewing
financial

reports

10.

11.

12.

13.

14.

15.

Do we have adequate resources to fund accumulated
employee leave balances?

How adequate are our reserves when compared with our
strategic objectives?

Are there any trends in either revenue or expenses that are
cause for concern?

Are we confident that our non-current assets are in good
order and condition?

What are the main reasons for the change in this year’s
results compared to last year?

Are the financial statements compliant with all relevant
regulations or accounting standards?

What are the major risks facing the organisation and is there
any provision for them in the financial statements?
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Questions

to ask the
auditor

If your organisation’s financial report is audited, here
are some questions the directors should consider
asking the auditor:

1. Has the scope of the audit changed from last year and, if so, in
what areas and why?

2. What industry and business-specific risks have you identified that
affect our organisation’s financial reporting?

3. What high-risk audit issues have you identified and what is your
planned audit approach for these issues?

4. Where do you see our most significant areas of fraud risk residing
in our operations and how will your audit address these issues?

5. How will the auditor evaluate the organisation’s risk management
processes related to financial reporting?
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Financial reporting obligations

The form and content of annual financial reports is determined by the type of legal entity that

your organisation operates under, the size of the organisation and the specific requirements of
the organisation.

Detailed decisions trees are include in the appendices or can also be found on this link

Enhancing not-for-profit reporting: Part B Enhancing financial reporting (Australia) | CA ANZ
(charteredaccountantsanz.com)

Further information relating to financial and other reporting obligations can be found on this
link Enhancing NFP and Charity Reporting Part A November 2021.pdf
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https://www.charteredaccountantsanz.com/tools-and-resources/client-service-essentials/reporting/enhancing-not-for-profit-reporting-part-b-enhancing-financial-reporting-australia
file:///C:/Users/carl.millington/Downloads/Enhancing%20NFP%20and%20Charity%20Reporting%20Part%20A%20November%202021.pdf
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Decision Tree 1: Do you have to prepare a financial report?

Start here

» What type of entity are you?

Company limited by
guarantee - a public
company

ACNC Registered
Charity

Incorporated
association

Other - royal charter,
specific legislation
trust deed

Are you registered
with the ACNC?

L VES e S VES|

Are youregistered

with the ACNC?
b h h w
Comply with the Ledge financial Comply with the Comply with the reporting
reporting requirements staternents if charity has

of the Corporations Act
2001 having regard to
the "tiering”
Revenue tiers:
Small - < 5250k and
not a tax deductible gift
recipient = no statutory
reporting
Medium - revenue
between $250k and S1m
- lodge financial report
- choose to be reviewed
rather than audited

Large - revenue greater
thon $1m - lodged an
audited financial report

revenue $S00k or more
«and is not a basic religious
charity.

Financial staternents can

be reviewed rather than

-audited if revenue is less
than $3m.

If the Charity is subject
to other legislation or
governing document

{except for the
Corporations Act). then
need to all consider those
reporting requirements.

Refer to section 5
for transitional relief

reporting requirements
«of the Associations
Incorporations legislation
- refer to section 5,
overview of legislation for
‘the financial reporting
reqguirements of the
Incorporated Associations
Acts.

ACNC Charities
Consider ACNC
requirements as well as
state requirements.

Refer to section 5
for transitional relief

requiremnents of the
trust deed, charter or
legislation

ACNC Charities
Consider ACNC
requirements as well as
other requirements.

Refer to section S
for transitional relief

-

Do you have to prepare a financial report due to legislation or other reasons?

-

Move to Decision Tree 2 to determine
‘the type of financial report

hd

If you choose to prepare a financial
report then determine and disclose an
appropriate financial reporting framework
for the needs of your stakeholders
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Decision Tree 2: Special or general purpose financial report

The financial statements prepared by NFP entities in accordance with legisiative requirements must be in compliance with
the accounting standards ond Statement of Accounting Concept 1 Definition of @ Reporting Entity (SAC 1) issued by the
Australion Accounting Standords Boord which set out the detailed consideration os to whether on entity have to prepare
generol purpose financicl statements or con prepore special purpose financiol statements. The decision depends on
whether the entity is a reporting entity (i.e. an entity for whom it is reasonable to expect the existence of users who would
rely on the general purpose financial statements for the purpose of allocating resources). While this is a judgmental areg,
the foctors below can heip the Board/governing body in their determination.

General purpose

In answering this question
Wh kehol ?
Dbl you e concer darrs
P ot sponsors valunteers, staff,
financial statements) the public. grant providers.
reguictors, suppliers, program
beneficiaries. interest groups
ond affiliated bodies
-
: Limited Few stakeholders, opercte
o;?:{:x‘::’;gize Pibidnas chons How widespread are in g limited geographic area
and/or internationally your stakeholders? (for mcr’nczi; :\ r:rt\::mwum or
The whole manogement teom The NFP is monaged
is employed with littie volunteer - by the stakeholders,
Involvement: professional Including volunteers or @ smaoll
workforce involved in delivery « m Is management separated m management team is employed
of services or running doy- from stakeholders? ond supplemented by
today octivities: governing volunteers; octivities conducted
Boord includes ‘outsiders” by volunteers; governed by
with specific skills a Board of volunteers
v
Does the NFP have o
Significant community significant impact on
Impact limited to a specific
impoct and/or representing | Vs | the broad community or m community and one group
o number of communities represent a broad m? within that community
or offiliated bodies (Consider the activities and
economic significance)
v
Is the NFP in receipt
" m;dmu':‘x.:“ of government or If most of your responses fall on
dnclalon o yaiiaraiiam [ = philanthrophic grants and/ [ No | this side of the decision tree, you
; 2 " or reliant on donations or a may be a non-reporting entity
likely a reporting entity o da giftrec 7

Special purpose financial

report may be prepared
- go to Decision Tree 4

financial report
- go to Decision Tree 3
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Decision Tree 3: Contents of the general purpose financial statements

Does your NFP want to use the simplified disclosure standard (AASB 1060) for the disclosures

Start here »

in the financial statements? (i.e. full compliance with recognition and measurement rules

(including consolidation and equity accounting) but with less complex disclosures - this is the
recommended approach from CAANZ)

v

Does the NFP’s constitution or other governing
document prevent
the use of Tier 2 general purpose financial
statements?

v

Record Board/governing body decision regarding general purpose tier to be used.

Apply all recognition and measurement requirements from the Australion Accounting Standards.

-
Tier 1: Apply the presentation and disclosure
requirements from all relevant
accounting standards.

Refer to ‘compliance with Australian Accounting
Standards’ in the basis of preparation.

.
Tier 2: Apply the presentation and disclosure
requirements from AASB 1060.

Refer to ‘compliance with Australian Accounting
Standards -~ Simplified Disclosure Standard in
the basis of preparation.

Add any additional disclosures if relevant, to comply with:
+ A true and fair view
+ Applicable fundraising legislation
+ Australian Council for International Development (ACFID) code (refer Section 6)

v

v

Tier 1 general purpose financial report - compliance
with all relevant recognition, measurement,
presentation and disclosure requirements of the
Australian Accounting Standards.

Tier 2 general purpose financial report - Australian
Accounting Standards - Simplified Disclosures -
compliance with all rel t recognition and measurement
requirements of the Australian Accounting Standards and

presentation and disclosure requirements of AASB 1060.
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Decision Tree 4: What do you include in a special purpose financial report?

Start here 4 Determine your basis of incorporation

- - - -

Company limited by Other - royal charter,
guarantee - a public Incorporated ACNC Registered specific legislation
association Charity
company trust deed

- v h 4 -
Comply with the Understand Comply with Understand the

reparting requirements af the reporting the financial reporting

the Corporations Act requirements aof reporting requirements requirements of the

2001 having regard to the Associations of ACNC Act (See trust deed,
the “tiering” of companies Incarperation legislation Section 5 of this charter, legiglation ar

limited by guarantee (See Section 5 of this publication) ather relevant document

(See Section 5 of this publication)

publication)

- - -
Adopt the following as minimum requirements in the special purpose financial statements as applicable:

+ Compliance with classification. recognition, measurement and disclosures requirements of
Accounting Standards (MNote 1 below)

-

Record Board resolution regarding the view that the entity is not a reporting entity, the accounting
reporting framework used in the preparation of the financial statements and the appropriateness
of the framework for the needs of the users.

-

Ensure basis of preparation note included in financial statements that provides details of the compliance
with Australian Accounting Standards and the values and disclosures present fairly the financial performance,
position and cash flows of the entity.

-

Add any additional discl es ifrel tto ply with:
« A true and fair view
+ Any applicable fundraising legislation
« The Australian Council for International Development (ACFID) code (see Section 6 for more information)

-

Finalise report and send to stakeholders
PITCHER
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Resources

* NSW Office of Sport — Financial Management Toolkit

— 00s-sports-financial-management-toolkit.pdf (nsw.gov.au)

e Chartered Accountants ANZ

— Enhancing not-for-profit reporting: Part B Enhancing financial reporting (Australia) | CAANZ
(charteredaccountantsanz.com)

* Institute of Community Directors Australia

— Institute of Community Directors Australia (ICDA) | Questions every...

* Pitcher Partners

— Carl Millington, Consultant, Business Advisory, Sydney - Carl Millington - Pitcher Partners
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https://www.sport.nsw.gov.au/sites/default/files/2021-04/oos-sports-financial-management-toolkit.pdf
https://www.charteredaccountantsanz.com/tools-and-resources/client-service-essentials/reporting/enhancing-not-for-profit-reporting-part-b-enhancing-financial-reporting-australia
https://communitydirectors.com.au/help-sheets/help-sheet-questions-every-not-for-profit-board-should-ask-about-the-finances
https://www.pitcher.com.au/people/carl-millington/

Thank you
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Get in touch with us

@ Visit us
Level 16, Tower 2 Darling Park

201 Sussex Street
Sydney NSW 2000

Email
sydneypartners@pitcher.com.au

X
% Phone
+61 2 9221 2099

Website

www.pitcher.com.au

Pitcher Partners is a national association of independent firms.
Liability limited by a scheme approved under Professional Standards Legislation.
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