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“It's no longer 
about strategic 

development. It's 
about financial 
management”.

- Michael Diekmann
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Not for profit organisations exist to provide benefits to 
members of the community and are funded with this 
in mind. Organisations can vary in size, from the very 
large to a local sports club. Although these organisations 
operate on a not for profit basis, appropriate good 
practice financial management will ensure that there 
are adequate resources to meet their objectives, remain 
solvent and continue to support the community. 

Although profitability is not the core purpose of a not for 
profit, it is important to ensure that these organisations are 
sustainable, properly capitalised and funded. Not for profit 
organisations need to ensure they have adequate cash 
flow to support their operations over the short and long 
term and contribute to society by achieving their goals. 
Therefore, sound financial management for not for profits 
is important. In addition, there will always be interest in 
assessing how not for profits have spent their money. 

Financial Management can be simply defined as 
the process of planning, organising, controlling and 
monitoring financial resources with a view to achieving 
the organisation's goals and objectives. 

As not for profit organisations are funded through many 
sources, including government funds, grants, donations, 
fundraising or receipts from members, it is vital that 
these funds are being appropriately used to meet the 
strategic goal of the organisation. 

The Covid impact

The COVID-19 pandemic was something many would 
have never predicted, which threw us all a curve ball 
during 2020 and throughout 2021. Not for profit 
organisations were not immune. 

Traditionally not for profits are run lean with limited 
resources and the pandemic put a further demand on 
these resources. While demand increased on charities, 
many organisations saw a decrease in funding due to 
cancellation of major events and conferences, and a 
reduction in fundraising activity and donations.

Aidan Smith 
Partner, Audit & Assurance 
Head of Not for Profit 
HLB Mann Judd

OVERVIEW

Some might say it was the perfect storm for the not for 
profit sector to crumble. This, however, has not been the 
case. Unfortunately, the risk is still very much present. 

Not for profit leaders are used to doing more with less 
and still meet the strategic needs of the organisation. 

The one thing that Covid didn’t change however, was 
the importance of managing how the organisation's 
resources were used. With economic uncertainty still in 
the air, astute financial management became crucial for 
organisations to weather the storm.

The survey

In October 2021, we surveyed more than 70 NFP leaders 
on Financial Management, the results of which are 
presented in this report. Respondents covered a wide 
variety of not for profit organisations from traditional 
charities, research organisations, social enterprise, aged-
care, schools and membership organisations ranging 
from small to large. 

The main findings of this survey include:

• 55% of respondents reported that Covid had negatively 
affected the organisation’s financial performance.

• 46% said that their level of cash reserves had not been 
affected during Covid.

• Nearly half of respondents said retention of key staff 
was the biggest risk to their finance team.

• More than 84% were not concerned about the historical 
application or interpretation of payroll awards.

• 91% believe technology will be a key factor to help the 
organisation reach its strategic goals.

In presenting the results of this survey, we would also like 
to note responses are influenced by the perspective of 
the respondent being from a small or large organisation. 

We would like to thank all those who participated in  
this survey.
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FINANCIAL MANAGEMENT

Not for profit organisations have a unique remit, in that their organisations exist for the greater good of the 
community — therefore, how they are funded, and how these funds are allocated, vary based on the strategic 
goal of the organisation.

The following table shows the percentage of funding organisations receive from the various sources. 

How is your organisation funded? 
(Respondents were asked to select from 
the percentage ranges for each area)

Revenue from Government (incl grants) 22% 24% 11% 6% 20% 16%

Donations & bequests 25% 39% 11% 8% 10% 7%

Revenue from goods and services (incl membership  

fees, corporate sponsorship & subscription fees)
12% 45% 15% 6% 14% 8%

Revenue from investments (incl interest, dividends) 27% 63% 4% 4% 0% 2%

Other (please specify) 16% 16% 17% 17% 17% 17%

0% 1 - 
20%

41 - 
60%

21 - 
40%

61 - 
80%

81 - 
100%

As expected the respondents indicated a wide 
range of core funding sources, and this reflects the 
diverse range of organisations within the NFP sector. 
Government sourced funding and donations remain 
critical to the vast majority of NFP organisations. 
Attached to these sources of funding are increased 
governance and integrity obligations which must be 
closely managed. 

In an increasingly challenging and competitive market 
for sourcing revenue and the delivery of efficient 
outcomes, it is essential for NFP organisations to design 
and implement effective financial performance metrics.

In selecting and adopting any organisational financial 
reporting metrics to report to key stakeholders, 
they must be appropriate to the core purpose of the 
organisation, must be clearly defined and measurable, 
and be able to be reported on a timely basis.

The measurement of actual financial performance 
against budget remains one of the key financial 
performance measures for many organisations. 
The value of this metric is amplified when there is a 
detailed and robust budget setting process with  
buy-in from multiple stakeholders, and approval of  
the budget by the board / governing body. 

How do you measure financial performance?
(participants were able to select multiple options, the top five are displayed)

30% 23% 10% 9% 8%

BUDGET  
TO ACTUAL

REVENUE  
GROWTH

CUSTOMER 
SATISFACTION

GROSS  
MARGIN

COST OF FUNDRAISING  
/ FUNDRAISING 
INCOME RATIO
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Not surprisingly 76% of respondents said that COVID-19 
had affected financial performance of the organisation. 
It was interesting to note that 21% said that COVID-19 
had affected their financial performance positively. 

Many highlighted a decrease in revenue from a 
reduction in fundraising revenue, cancellation of key 
events & conferences whilst seeing an increased 
demand for their products and/or services. Additional 
costs were incurred as a direct result of COVID-19, 
for example, employee screening costs and increased 
labour costs to meet increased demand for services. 
Many organisations had still not recovered from 
the devasting droughts, bushfires and floods in the 
summer of 2019/20. 

Government funding initiatives such as JobKeeper 
assisted organisations to continue to provide to the 
community when they were needed most, without 
losing any valuable employees.

In addition, the pandemic has taken a toll on mental 
health and demand for counselling, community housing, 
homelessness organisations and other related service 
providers has risen. As a result, some organisations 
have received extra funding to meet the increased level 
of demand for these specialist frontline services. 

Some organisations were able to use the pandemic as 
an opportunity to diversify their revenue sources and 
look at different service offerings or programs for the 
community. However, the majority of organisations 
were impacted negatively.

The true financial performance of organisations 
may not be recognised until the end of the next 
financial year and beyond as many organisations 
deferred expenditure. However, as restrictions ease, 
expenditure to provide goods and services will 
increase, which could lead to financial pressure if 
income does not increase proportionately. 

THE EFFECT OF COVID

24% 55%
NEGATIVELY

NOT AT  
ALL

21%
POSITIVELY

Has COVID-19 affected your financial 
performance?

FINANCIAL MANAGEMENT (CONT.)

“76% of respondents 
said that COVID-19 

had affected the  
financial performance 
 of the organisation”.
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FINANCIAL MANAGEMENT (CONT.)

When asked about cash reserves, 44% of survey 
respondents advised they currently have more than  
12 months of cash reserves, and 46% said that 
COVID-19 had not affected their cash reserve levels. 

The ACNC provides a guide as to what an appropriate 
level of reserves is, advising however that there is  
no single level that is considered appropriate for all. 
The full guide can be found on the ACNC website 
under Factsheets. 

The guidance states “On one hand, having no or little 
reserves may be detrimental to a charity. A low level 
of reserves may place a charity’s operations at risk if 
it is faced with sudden unexpected costs. Also, having 
low levels of reserves may affect staff morale as there 
may be concerns that their continued employment or 
entitlements could be at risk if adverse events occur.

On the other hand, accumulating a high level of 
reserves without a clear explanation or justification 
may adversely affect the public’s perception of a 
charity. Unjustifiable stockpiling of reserves may 
also cause concern for the regulator that charitable 
assets are not being used for a charitable purpose. 
Charities should be focused on pursuing their 
purposes and using their funds to do so, rather than 
stockpiling reserves unnecessarily. Appropriate notes 
in a charity’s financial statements should provide 
justification for high levels of reserves.”

What level of cash reserves for 
expenses do you currently have?

Has COVID-19 impacted your cash 
reserve levels?

1-3 months 6-12 months

3-6 months 12 months+

30%
24%

46%

NEGATIVELYPOSITIVELY NOT AT ALL

CASH RESERVES

9%

28.5%

18.5%

44%

Source – www.acnc.gov.au/tools/factsheets/charity-reserves-
financial-stability-and-sustainability, accessed 21 October 2021
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RESOURCING

With lockdowns being in place during the last financial 
year across Australia (of varying lengths and degrees), 
the way teams worked and where they were physically 
located changed dramatically. Organisations were 
forced to change – working from home became 
commonplace with 88% of those surveyed stated that 
their finance team had been working remotely. 

Have your finance team been working 
remotely during the last 18 months?

Have you reviewed your finance processes 
within the last 12 months?

88%
YES

86%
YES

12%
NO

14%
NO

86% of responders have reviewed their finance 
processes in the last 12 months.

It is critical to review processes at least once per year, 
to ensure the data you’re working with is accurate and 
reflects your goals and priorities, and you’re clear on 
the action items that you need to proactively manage 
over the next 6 - 12 months to keep things on track.

The Covid impact has identified weaknesses in 
the documentation and data trail as it has forced 
the majority of people to work remotely. Whilst it 
may have been acceptable in the beginning, just to 
ensure that payments and donations continue, the 
authorisation and data trail is even more important to 
be able to track in this digital age, especially as NFPs 
report on their first full year during Covid. 

Poor processes can increase the risk of fraud or 
simply exhaust your finance team when they are 
stretched already. Questions to ask include what 
are the safeguards and processes that have been 
implemented that will mitigate this? 

29%
YES

71%
NO

As financial reporting becomes more complex, 
where there is more to do with the same or fewer 
resources, organisations are looking at how to make 
improvements within their team. What reporting are 
senior management and the board looking for? Are 
there ways to improve this? Can it be produced more 
efficiently, for example, being generated directly from 
the organisation’s systems, without needing to be 
exported to Excel and heavily tailored. Organisations 
are looking more at outsourcing some or all of their 
finance team to specialists. 71% of those surveyed 
said their finance team was purely in-house, 22% had 
a hybrid model, 7% used external sources, and 29% 
said they had considered outsourcing a part of their 
finance team. Of those, the areas that people had 
looked into outsourcing were:

Is your finance team?

22%

71%

7%

HYBRIDIN-HOUSE EXTERNAL

Have you considered outsourcing any 
part of your finance process?

Other areas people were looking at outsourcing 
included the Chief Financial Officer role and the 
payroll function, including salary packaging which can 
be complex and present risks to the organisation if 
implemented incorrectly.

37%

31%

20%

PAYROLL

BOOKKEEPING

FINANCE FUNCTION
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How satisfied are you with the management 
reporting (timing, accuracy and information) 
produced by the finance team?

RESOURCING (CONT.)

When asked how satisfied leaders were with the 
management reporting they received from their 
finance team, a pleasing 72% said they were very 
satisfied, 19% neutral and only 9% were not satisfied.

Following the sudden departure of the in-house 
Finance Manager, a NFP CEO was trying to manage 
a finance team that were struggling with a lack of 
finance leadership. The team were not able to prioritise 
their day-to-day work. High value donors were not 
getting their donation receipts, employees were not 
getting expenses reimbursed and changes to the 
working days of the employees due to the impact of 
Covid could not be checked properly. Needless to say, 
Board reporting was not conducted in a timely manner 
with the accuracy being questioned. 

HLB Mann Judd Sydney were engaged as an 
outsourced CFO. We worked with the finance team 

CASE STUDY

19%
72%

VERY 
SATISFIED

NEUTRAL

9%
NOT 

SATISFIED

to put processes and procedures in place to ensure 
all deliverables were met including providing 
communication to stakeholders and timelines on 
when each matter would be addressed. 

Our involvement provided the recommendation 
of an upgrade to a more efficient cloud-based 
software solution. Following this, upon consultation 
with the management team we were engaged 
to provide an outsourced full finance function 
and became an extension of their team. Good 
governance has now been established and the 
Board is now receiving more timely and accurate 
reporting on the financial health of the organisation. 

Now that working remotely is no longer considered 
extraordinary, it introduces the opportunity to utilise 
external expertise to either support or supplement 
various finance functions that leaders may feel that 
the team is lacking. By outsourcing areas such as 
payroll and bookkeeping - the top two areas that 
leaders have identified - ensures that the staff efforts 
can be focused more on other higher value areas such 
as fundraising or account management. 

This also allows for the introduction of an  
outsourced finance manager or CFO to provide 
the fresh perspective and expertise. This oversight 
can ensure that the finance processes can continue 
to adapt and become best practice, ensuring the 
efficiency of the finance operations and reporting to 
externals accordingly. 
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RESOURCING (CONT.)

Biggest risk with finance team

Recruitment and retention of key employees remain 
an area of concern across all industries. At a recent 
HLB Mann Judd Sydney webinar 81% of attendees 
said they found it difficult to retain talent and were 
having to offer more money and spend more time to 
get the right person. 

It is therefore not surprising when asked what the 
biggest risk with your finance team was, 48% of 
NFP leaders surveyed said retention of key staff and 
succession planning for these roles. 

Leaders have every reason to be concerned. A recent 
report from Microsoft ‘The Next Great Disruption Is 
Hybrid Work – Are We Ready?” states that “more than 
40 per cent of the global workforce are considering 
leaving their employers this year*” and Australia is not 
immune to this. Gartner have named this ‘The Great 
Resignation’ – is your organisation prepared? 

Other key risks responders highlighted were:

What’s changed?

One of the key drivers for employees to look at moving 
on from their current role is the lack of flexible working. 
The majority of organisations were forced into hybrid 
working models due to the pandemic and lockdowns. 
However, with vaccination rates increasing in Australia 
and the government encouraging employees to return 
to the office, many organisations are looking to bring 
employees back. After paying for underutilised office 
space for the last 18 months, they want to start to 
use this again. However, employees have got used to 
the flexibility of being at home while remaining just 
as productive – so may baulk at a request of being 
brought back into the office fulltime. 

The Microsoft report states that over 70 percent 
of workers want flexible remote work options to 
continue, while over 65 percent are craving more  
in-person time with their teams. 

Employers now need to consider more than just 
whether people can or are doing their jobs. Lockdown 
and isolation from family and friends has brought 
mental health to the forefront. People are seeing 
the support their friends are receiving from other 
organisations – virtual entertainment, care packages 
and support services, and are reassessing whether 
their organisation cares about them as a person 
rather than just an employee. 

Employees certainly hold more power at the 
negotiation table than they have previously. The last 
18 months have taught us more than ever that we are 
all different – some employees have thrived being at 
home, others may crave more face-to-face interactions. 
How leaders deal with these differences in employees 
may hold the key to retention of their key staff. 

There are five key strategies business leaders can  
look at:

1.  Create a plan that empowers people to work 
flexibly – review your policies, physical space and 
ask your employees what they need. 

2.  Invest in technology and how you use your office 
space to bridge the physical and digital worlds – 
what space do employees need within the office  
to work better and to entice workers to return?

3.  Address digital exhaustion – with home and work 
merging, people are now starting to feel they 
sleep at work – rather than work from home. Just 
because their work computer is close at hand, 
doesn’t mean they should be doing longer hours.

4.  Prioritise rebuilding social capital and culture. 
Leaders need to encourage network building and 
prioritise social capital at work and seek to create a 
culture where social support thrives.

5.  Rethink employee experience to compete for the 
best and most diverse talent – the talent landscape 
has shifted, and employee expectations have 
changed. Leaders need to empathise with the 
needs of their employees and see remote work as 
a way to attract the best and most diverse talent 
wherever they may be. 

29%

14%

5%

UNDER RESOURCED / INCREASED  
WORKLOAD FOR THEIR TEAM

FINANCIAL COMPLIANCE / KNOWLEDGE

OUTDATED TECHNOLOGY AND SYSTEMS

* Source https://www.microsoft.com/en-us/worklab/work-
trend-index/hybrid-work accessed 21 October 2021
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BUSINESS MODELS

The term business model often refers to a company's 
plan for making a profit. In the not for profit sector 
business models can refer to the funding model. 
Not for profit leaders need to think beyond just the 
funding model to the sustainability model. 

When asked whether their business model was 
sustainable, 67% said yes.

With 33% responding no, this is a concern for the 
longevity of some not for profits. Leaders need to 
look at two key areas:

Anticipate the long-term future value demanded 
by their community.

Generate ideas for adaptive business models to 
deliver this future value better than anyone else.

When asked what actions organisations were  
looking to take to ensure they were sustainable, 
responses included:

• Looking for growth and economies of scale.

• Expansion of services & improving efficiencies.

• Income diversification.

• Reviewing the service offering to meet evolving 
customer needs.

• Restructuring.

• Reviewing fundraising activities.

Delivering the best value will require the best business 
model, and it’s the business model that will determine 
the appropriate funding model.

1

2

Generating economies of scale can come in a number 
of ways, through mergers with similar organisations, to 
improving efficiencies such as investing in technology.

Income diversification could prove distracting if 
management lose focus on the main sources of 
income to focus on other targets which may require 
a lot more effort and result in a much lower return. 
Sometimes it is best to focus on what you are 
good at. However, when the key source of revenue 
is fundraising or government funding, the level of 
competition may mean that an organisation must  
look at other income sources.

Customer needs will always be a priority and 
organisations should always look to the future and be 
proactive – being reactive can sometimes result in an 
organisation being too late to adapt, and making poor 
business decisions as a result. 

Restructuring can help if it helps improve focus or 
increase efficiencies. However, specialist advice 
should be sought to assess whether an organisation 
is engaging in activities that could lose its NFP status, 
which may have significant tax consequences.

“67% of respondents 
said their business 

model was 
sustainable”.
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PAYROLL COMPLIANCE

The financial risks associated with not having your 
payroll systems compliant can be expensive. Over 
the last few years, a number of charities and not for 
profit organisations have entered into an enforceable 
undertaking with the Fair Work Ombudsman and 
organisations have been required to backpay staff 
including superannuation and interest. These have 
included employees being underpaid a range of 
allowances and entitlements, including annual leave, 
public-holiday entitlements and Christmas bonuses. 
An example was a charity that was found to have 
underpaid more than 1000 staff a meal allowance for 
a period of seven years. This equated to a backpay of 
well in excess of $5 million.

Whilst the majority of leaders express some comfort 
with their payroll compliance, less than half have 
undertaken an independent compliance review. This 
is a really common theme at the commencement 
of compliance reviews. However, Marcus Zeltzer, 
Managing Director of Yellow Canary (payroll 
verification specialists) note that out of the 42 payroll 
compliance reviews they have undertaken in the last 
18 months, every single employer has had areas of 
non-compliance. These reviews were for businesses 
of between 100 and 55,000 employees covered by 
awards, EAs, IFAs, and common law contracts across 
NFP, Retail, Banking / Financial Services, Utilities, 
Industrials, Education, and Resources.

Approximately 30% of respondents utilise an 
employee self-claim system for entitlements outside 

ordinary hours. This is a particularly problematic 
model as it operates on the assumption that 
employees understand the industrial instruments that 
they are covered by and therefore understand the 
additional hours to claim. For example, an employee 
may have worked a shift that attracted a 150% penalty 
rate but claimed this as overtime 150%. Whilst they 
may receive headline remuneration that is equal 
(i.e. 150% base) there will likely be a superannuation 
guarantee breach as penalty rates attract SGC (as 
they are typically OTE) and overtime does not. More 
details on this can be found here https://yellowcanary.
com.au/resources/emplyee-self-claims.

Incorrect employee classification is potentially the 
single largest contributor to underpayments of 
wages and superannuation. Job titles and position 
descriptions need to constantly be reviewed to 
ensure that they are mapped to the appropriate levels 
under the relevant award or employment agreement. 
Mr Zeltzer reports they have seen instances where 
two employees have the same job title, are paid in 
accordance with the same classification point, but one 
employee has significantly more responsibilities (and 
therefore should be moved up a classification point - 
which means they are being underpaid).

As employment agreements and awards become 
more complex, it is critical that organisations have 
these reviewed by independent consultants as the 
ramifications can be costly. 

Have you had an independent audit of 
your compliance of awards for payroll?

Have you had all position descriptions 
reviewed by a professional adviser to 
ensure employees are classified correctly?

How concerned are you about the historical 
application/interpretation of awards and 
the risk of underpayment of staff?

Are you confident your systems are up 
to date and you are complying with all 
employee entitlements including awards?

13%
CONCERNED

1%
NO

3%
UNSURE

9%
NOT SURE

84%
NOT 

CONCERNED

90%
YES

48%
YES

43%
YES

52%
NO

56%
NO
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TECHNOLOGY

Do you see technology as a key factor that will 
enable your organisation to meet its strategic goals?

Do you currently have the appropriate 
technology to meet your strategic goals?

Considering the following strategic priorities, how would you rate 
the importance of the role technology will play in helping your 
organisation to meet its goals?

In a post-Covid world, where more staff are working 
from home and organisations are needing to rely on 
technology for their operations, it is not surprising that 
91% of respondents see technology as a key factor to 
enable their organisation to meet its strategic goals.

Having the right technology to help your organisation 
meet its strategic goals is critical, however, in recent 
years there has been a surge in technological 
solutions catering to different markets. This makes it 
difficult for organisations to choose the solutions that 
are right for them

Client recruitment & retention 42% 39% 17% 2%

People recruitment & retention 39% 42% 17% 2%

Managing Finance 65% 28% 8% 0%

Operational Effectiveness 79% 20% 2% 0%

Managing Risk 41% 47% 12% 0%

HIGH MEDIUM LOW UNSURE

91%
YES

52%
YES

3%
NO

12%
NO

6%
UNSURE

36%
UNSURE

Implementing the right technology can vastly improve 
an organisation’s overall efficiency and performance, as 
well as improve employee productivity, communication, 
collaboration, morale and engagement.

Technology enhances efficiency and that can have a 
direct impact on how much work a not for profit is able 

to achieve considering the limited resources they may 
have. By using technology to work smarter rather than 
harder, not for profit leaders can plan wisely for current 
and future needs, which will help them to prioritise their 
time, budget, workforce and programs.
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Have you investigated any technologies 
that could assist your finance processes?

If yes, which technologies have you investigated?

6%

57%

9%

9%

20%

Cloud based software N/A

Optical Character Recognition 
(OCR) technology

Other (please 
specify)

Robotic Process Automation (RPA)

The World Economic Forum released a report in 
October 2020 looking at the future of jobs. They 
expect technology to be playing a significant role in 
businesses and organisations by 2025, so it is pleasing 
to see that most organisations are investigating 
technology to assist with finance processes.

Technology is changing rapidly, and finance systems 
can no longer be treated as “set and forget”. 
Regularly and consistently reviewing all processes will 
enable organisations to identify efficiency gains and 
consider whether there are any new technologies that 
can support future growth within the organisation. 

With many finance teams working in the office as well 
as offsite, cloud solutions are becoming more popular 
as IT no longer have to install software on computers 
and people can work from virtually anywhere. 

As organisations grow, more data is generated, and the 
finance team will need to be able to analyse this data 
both to report on the past and forecast the future in 
real time. New technologies such as RPA and AI will 
support organisations through future growth.

73%
YES

27%
NO

TECHNOLOGY (CONT.)
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TECHNOLOGY (CONT.)

HLB Mann Judd Sydney were recently engaged 
by a client to review their finance processes and 
procedures. The team was small and due to turnover 
in key positions some corporate knowledge had been 
lost. The team were also operating with an outdated 
finance system that was due for a major upgrade. 

Our team reviewed the current processes and 
software and recommended an upgrade to a more 
effective cloud-based accounting package. This 
integrated with an optical character recognition 
enabled accounts payable system, as well as a 
purchase order and approval system. We were  

CASE STUDY

able to document the processes to ensure 
no corporate knowledge would be lost in the 
future as well as identifying additional areas for 
improvement. 

As a result, the team were able to automate 
processes, saving time from manual work enabling 
the team to gain one day per week back to focus 
on more important strategic activities. The quality 
and timeliness of reporting to management was 
also improved. 

65%
YES

17%
NO

18%
UNSURE

Top 3 ranked technologies 
of importance

With 35% of responders saying that either they weren’t 
sure, or they didn’t think their finance system and 
processes would be able to support the organisation 
through future growth, this should be a key area for 
management to look into.

Will your current finance systems 
and processes be able to support the 
organisation through future growth?

56% 19% 19%
DATA  

SECURITY
AUTOMATE 
FINANCIAL 
REPORTING

INTEGRATE  
SYSTEMS
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RISK & COMPLIANCE

The management and protection of financial resources 
must be a concern for all not for profit organisations—
irrespective of size. Without adequate financial 
resources, an organisation is unable to achieve its 
mission and may not survive. Managing financial assets 
whether they be money or goods/services is crucial to 
all organisations. 

When asked if the organisation had an instance of 
fraud, 23% said yes. 

When asked how confident people were their systems 
can prevent and pick-up fraud, only 65% said they were 
confident with 21% unsure and 14% not confident. 

Have you had any instance of fraud?

How confident are you that your  
systems can prevent and pick-up fraud?

Are the Board actively involved with the 
financial management within the organisation?

Are you confident that you comply with 
all appropriate laws and regulations?

23%
YES

88%
YES

77%
NO

12%
NO

65%
CONFIDENT

13%
NOT CONFIDENT

21%
UNSURE

Unfortunately the NFP sector has the highest 
prevalence of fraud, with many organisations being 
subject to theft of goods, assets or financial loss 
through a verity of schemes including undeclared 
revenue, overpayment of wages and unauthorised 
expenses. 

The impact of Covid has resulted in many 
administration teams working from home, thereby 
altering the internal control structure in place, especially 
in relation to the second person review of transactions. 
This, in addition to the increased cyber security risk, 
will allow more fraud to occur. Best practice is to have 
specific internal or external fraud reviews conducted 
every few years, especially in areas of higher fraud risk.

86% of people were confident they complied with all 
appropriate laws, with 11% unsure and 3% not confident.

88% of responders said that the Board were actively 
involved in the financial management within the 
organisation.

86%
YES

3%
NO

11%
UNSURE

NOT FOR PROFIT LEADERS SURVEY NOVEMBER 2021  15  



Compliance with Accounting Standards is a legal 
requirement in relation the disclosure of financial 
information. The above shows that are 25% of 
charities have concerns, or are unsure, about 
compliance with Accounting Standards, which 
could result in a breach of the ACNC Act.

How satisfied are you with your ongoing compliance on…?

Confident Unsure Not confident

The Australian Institute of Company Directors 'Not for 
Profit Governance and Performance Study' produced 
in 2020 touched on the sentiment of the sector 
following droughts, bushfires, floods and what we now 
know as the beginning of the COVID-19 pandemic.

It was interesting to note that in that report, boards 
became more involved with organisations to help  
with business continuity plans and strategic reviews 
during the pandemic. 

Responses included:

“The Audit and Risk committee (now) meet more 
often to support the execs.”

“The board as a whole has had to be far more hands 
on to manage the dramatic impact of COVID-19 on 
the business. Survival strategies and mission critical 
decisions have been required, especially in the last 
three months, to ensure the organisation survives  
the economic impact of the pandemic.” 

Source https://aicd.companydirectors.com.au/advocacy/
research/2020-nfp-governance-and-performance-study 
accessed 21 October 2021 

RISK & COMPLIANCE (CONT.)

AASB 16 -  
Leases

AASB 15 -  
Revenue from 
Contracts with 

Customers

AASB 1058 - 
Income of  

Not for Profit 
Entities

81%80%

17%

3% 3% 4%

21% 14%

75%

AUSTRALIAN ACCOUNTING STANDARDS
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AUDIT & ASSURANCE

The survey asked questions specifically related to 
audit and auditors. A pleasing 88% of respondents 
stated that their audit pointed out weaknesses and 
deficiencies with their system. An audit is more than 
just checking and confirming the financials, a quality 
audit will always advise of any weaknesses in internal 
controls as well as suggesting any improvements the 
organisation should address.

92% said that they had met their audit partner and 
86% had a working relationship with them. 

When asked what people valued most from the 
auditors it was good to see that many responded 
with more than just ‘compliance or audited accounts’. 
Comments around trust, sounding board, advice 
on improvements, value-added service, mitigation 
strategies and honesty were mentioned frequently. 

The value of audit

As a not for profit organisation it is vitally important 
to demonstrate that your organisation correctly 
accounts for the funds entrusted to it. Annual financial 
statements are an important communication tool 
- explaining to key stakeholders, including donors, 
members, regulators and the community – the impact 
of your organisation’s activities. The timely reporting 
of your results and strength of financial management 
are made possible by, the adequacy of the financial 
controls and processes you have in place to meet 
your objectives.

Your auditor should provide you with valuable insights 
to assist in meeting the organisations objectives. 
While they are bound by confidentiality and cannot 
share specific details from other organisations they 
have audited, they can share industry trends and best 
practice with you.

Your auditor should offer insights on a wide range of 
issues including:

• Managing your internal controls to maximise the 
efficiency and accuracy of accounting records.

• Developing the tools to measure and interpret 
trends over time.

• Consider additional information that should be 
included in the financial statements to demonstrate 
balanced appropriate messaging on how the 
organisation is pursuing its objectives.

• Being a sounding-board during decision-making. 
When making a strategic choice, there may be 
unintended consequences (e.g. cashflow ongoing 
holding costs, taxation or regulatory requirements) 
that your organisation has not considered.

• Consult with you on issues such as how financial 
reporting requirements apply.

Be engaged and rewarded with more  
than compliance

The common theme with the most valued aspects 
noted earlier was a strong relationship with the 
auditor. Being in contact year round enabled the trust 
to build, advice to be pro-active, continual planning 
for financial reporting change, and adequate time and 
resources spent on understanding the financial impact 
of transactions. 

Embracing the underlying compliance origin of the 
audit and converting the relationship to another 
expert adviser whom understands your organisation 
and sector is vital for staying ahead. 

The value of an audit is not simply securing an 
unqualified audit report. It is the many discussions 
and enquiries with your team, both independent and 
diverse in thought and without any bias, that in turn 
supports your organisation achieving its goals.
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OUR NFP STRATEGY LINK

HLB Mann Judd has developed the NFP Strategy Link, a process to give more power to strategic 
thinking and operations of not for profits. This process can add significant impact to setting your 
strategies, and even more importantly, implementing them.

Where is your organisation in the process? Are you confident that you have considered all variable 
factors to include in your Strategic Plan? If you have any questions or require guidance, please reach 
out to our Not for Profit team on the following page.
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AIDAN SMITH
Partner, Audit & Assurance 
Head of Not for Profit

T: +61 (0)2 9020 4062 
E: asmith@hlbnsw.com.au

SIMON JAMES
Partner, Audit & Assurance  
and Corporate Advisory 

T: +61 (0)2 9020 4212 
E: sjames@hlbnsw.com.au

KIM KELLOWAY
Head of Clients and Markets 

T: +61 (0)2 9020 4285 
E: kkelloway@hlbnsw.com.au

MARIANA VON-LUCKEN
Partner, Tax Consultancy  
and Compliance 

T: +61 (0)2 9020 4095
E: mvonlucken@hlbnsw.com.au

NICHOLAS GUEST
Partner, Audit & Assurance  
and Corporate Advisory

T: +61 (0)2 9020 4121
E: nguest@hlbnsw.com.au

JOHN RAFFAELE
Partner, Business Advisory

T:+61 (0)2 9020 4192
E: jraffaele@hlbnsw.com.au

KINH LUONG
Partner, Audit & Assurance

T:+61 (0)2 9020 4057
E: kluong@hlbnsw.com.au

As a valued member of our ENFP Community we 
would like to provide you with a complimentary 
review on your financial management, including:

• Resourcing / Finance function

• Technology / Financial transformation

• Ongoing payroll compliance.

SPECIALIST NOT FOR PROFIT TEAM

COMPLIMENTARY BUSINESS REVIEWS

We can also assist you with:

• Audit & Assurance

• Strategic Planning

• Mergers & Acquisitions

• Tax strategies.

If you wish to take up this offer please contact  
Kim Kelloway, Head of Clients & Markets on 02 9020 4285 or email kkelloway@hlbnsw.com.au
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DISCLAIMER
All material contained in this presentation is written in general terms and should be seen as broad guidance only. No 
material should be accepted as authoritative advice and any person wishing to act upon the material should first seek 
considered professional advice that will take into account the specific facts and circumstances. No responsibility is 
accepted or assumed for any action taken by anyone in reliance on the information in this presentation.

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

Liability limited by a scheme approved under Professional Standards Legislation.

ABOUT HLB MANN JUDD
HLB Mann Judd is a leading award-winning chartered 
accounting and advisory firm. Mann Judd was formed 
in 1970 and through natural growth the business has 
become one of Sydney’s highly regarded “people-sized” 
accounting practices. In 1998 Mann Judd firms were 
re-badged as HLB Mann Judd in recognition of our 
affiliation with the HLB International global network.

The HLB Mann Judd Australasian network has 85 
Partners with offices in most major Australian business 
centres as well as NZ and Fiji. As members of HLB 
International, the global advisory and accounting 
network (a global network of accounting and advisory 
firms with 968 offices in 159 countries), our clients also 
have access to worldwide expertise.

The Sydney firm has over 32 Partners and Directors 
and over 180 staff members and is located at  
207 Kent Street, Sydney.

HLB Mann Judd Partners and staff are deeply 
committed to Australia’s growing NFP sector. In 2010, 
HLB Mann Judd Sydney, in collaboration with the 
Commonwealth Bank, founded the ENFP Community 
which provides significant benefits to the sector.

The ENFP community provides:

• Exclusive boardroom briefings for NFPs (a brochure 
showing past topics and speakers is available)

• An exclusive LinkedIn group with over 1000 key 
decision makers in the NFP sector

• Opportunities to collaborate and to share thoughts, 
ideas and solutions with other NFPs.

To join the ENFP Community please contact  
Kim Kelloway Head of Clients and Markets  
kkelloway@hlbnsw.com.au or 02 9020 4285.


