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IN THIS EDITION: 
 

 Income for not-for-profit 
entities 

 Top cyber security tips for 
business 

 The fraud triangle 
 Internal controls for small and 

medium sized organisations 
(part 1) 

  Income for not-for profit entities     

In December 2016, the Australian 
Accounting Standards Board (AASB) 
finished its 10 year project “Income for 
NFP Entities” with the release of AASB 
1058 Income for Not-for-Profit Entities. 
The new standard complements AASB 
15 Revenue from Contracts with 
Customers that was released earlier in 
the year and substantially replaces 
AASB 1004 Contributions which is now 
effectively limited to government 
entities and contributions by owners in 
a public sector context. 
 
Basically, the two new standards will 
require that the following principles be 
applied for the recognition of NFP 
income: 
 

 Where an asset is acquired at less 

than fair value, the asset must be 

measured at fair value rather than 

using the nominal consideration that 

may have been paid. 

 Where grants are received under an 

enforceable agreement, the revenue 

will be recognised when the relevant 

performance obligations have been 

met.  If the performance obligations 

are not sufficiently specific then the 

revenue will be recognised on receipt. 

 Some governments entities (e.g. local 

governments) will be required to 

recognise the fair value of volunteer 

services.  

 If a NFP acquires the right to use a 

property by way of a lease, and the 

fair value of the right to use of the 

property is significantly greater than 

the consideration to be given (e.g. a 

peppercorn lease), then the NFP 

potentially will be required to 

recognise income for the difference. 

What you will need to do 
 
The changes will only impact NFPs for 
annual reporting periods beginning on 
or after 1 January 2019 so there is still 
time to prepare.  Before the first year, 
NFP entities will need to: 
 

 Review all significant income streams 

to determine whether you will need 

to change the timing of when that 

revenue is recognised.  If a change is 

required, consider how your current 

accounting system will capture this 

information. 

 Identify asset acquisitions and 

significant volunteer services that are 

not currently recognised at fair value.  

How will you capture this information 

going forward? 

 Consider the impact on reporting to 

stakeholders regarding the NFP’s 

financial position and performance. 

 Ensure proper guidance is provided 

to boards and audit committees. 

Don’t forget that, while the changes 
are some time off, the comparatives in 
the first financial report will need to be 
restated using the new recognition 
criteria.  For example, a NFP with a 30 
June balance date will first apply the 
new standards in their 2019-20 
financial report.  However, the revenue 
disclosed in the comparatives (i.e. the 
year ended 30 June 2019) will also 
need to be restated using the new 
accounting standards. 
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  Internal controls for small and medium sized organisations (Part 1) 

 

s     Small and medium organisations often 
have limited people involved in a 
company’s finances which can make it 
difficult to implement effective internal 
controls to safeguard assets.  However, 
we believe the controls in small and 
medium organisations are more critical 
as the potential impact on their assets 
is far greater.  Over the next few issues 
of the NFP Hub we will be providing 
some examples of basic controls that 
can and should be applied even in the 
smallest organisation. 
 
Segregate, segregate, segregate 
 
In micro organisations it may seem 
impossible to have more than one 
person involved in the finances. 

 More often that not, this really comes 
down to the willingness of other 
volunteers to become involved in the 
finances.  However, the finances of an 
organisation and the integrity of its 
accounting records are a critical part of 
achieving an organisation’s objectives.  
Where possible, various tasks should be 
performed by separate people.  This 
may require the board / committee to 
become more involved in the 
organisation’s finances to ensure 
adequate segregation is achieved. 
 
Receiving money 
 
Cash is the lifeblood of any 
organisation so the controls 
surrounding the receiving of cash are 
crucial to an organisation’s viability.  

OPPORTUNITY 
Where possible, encourage the 
sponsors, donors and customers to pay 
by EFT to reduce the chance that funds 
are intercepted.  Where the 
organisation stages a fundraiser that 
receives a significant amount of cash, 
ensure that two people count the cash 
together.  There should be a count 
sheet that both people sign to indicate 
that the count is correct.  The count 
sheet should then be reconciled to the 
resulting bank deposit. 
 
In some organisations it is common 
practice to make reimbursements from 
fundraising proceeds and deposit the 
remainder.  Funds should be deposited 
intact and, if necessary, 
reimbursements be made by cheque, 
EFT or petty cash. 

 

Top cyber security tips for business     

Have you heard of Victor Lustig?  He’s 
the con artist that sold the Eiffel Tower.    
Twice. Victor read in a paper that the 
tower was expensive to maintain so he 
came up with the brilliant idea of 
selling it to relieve the government of 
this cost. 
 
 Victor, with some forged government 
stationery, impersonated a government 
official and proceeded to sell the tower 
to Andre Poisson (who also paid Victor 
a bribe for the privilege.)  At the heart 
of the scam was the small kernel of 
information that the Eiffel Tower was 
expensive to maintain. 
 
In the modern world, the most valuable 
asset you have is your information.  
Consider what would happen to your 
business and your reputation if your 
information becomes compromised.  
Protecting this asset is now as vital to 
your business as the locks on the front 
door. 
The Australian Taxation Office has 
released what they consider to be the 
top cyber security tips for business.  In 
brief, the ATO make the following 
points in relation to cyber security: 
 

 Ensure passwords are strong and 

secure 

 Remove system access from people 

who no longer need it 

 Ensure all devices have the latest 

available security updates 

 Do not use USBs or external hard 

drives from an unfamiliar source 

 Use a spam filter on your e-mail 

account 

 Secure your wireless network and be 

careful when using public wireless 

networks 

 Be vigilant about what you share on 

social media 

 Monitor your accounts for unusual 

activity or transactions 

 Use a PO Box or ensure that your 

mail is secure 

 Do not download programs or open 

attachments unless you know the 

program is legitimate 

 Do not leave your information 

unattended (secure your electronic 

devices) 

Full details of these tips can be 
accessed at the ATO website. 
 
As a final note, what do you do if your 
cyber security has been breached?  
This has been an insurable risk for 
quite some time.  Consider discussing 
with your insurer the types of cover that 
are available to you should your data 
become compromised. 
 
P.S.  Victor actually got caught the 
second time he tried to sell the Eiffel 
Tower. 
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Speaking of fraud, have you heard about 
the fraud triangle?  No it’s not a 
percussion instrument made from the 
Eiffel Tower.  It is a representation of the 
factors that lead to fraud.  A 
representation of this triangle is available 
on our website. 
 
Basically, for fraud to occur, three “stars” 
need to align: 
 

The Fraud Triangle 

1) Opportunity – The opportunity needs 

to present itself to the potential fraudster.  

For example, a lack of controls around 

payments that could be exploited to 

redirect funds; 

2) Incentive – There needs to be a reason 

for the fraud to occur.  It could be 

financial difficulties, living beyond their 

means or just plain greed; an 

3) Rationalisation – A person needs to be 

able to justify the fraudulent act to 

themselves.  While misguided, the 

rationalisation may be in the form of “I 

was only borrowing the money” or “My 

employer is dishonest and deserved it.” 

The best way to combat fraud is to adopt 
practices that will decrease the 
opportunity and the incentive.  Contact 
us for a review of your procedures that 
can reduce the risk to your business. 
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 Internal Controls for small and medium sized organisations (part 2) 

 

 
LET US HELP 
YOU ACHIEVE 
YOUR GOALS 

 

http://www.evansedwards.com.au/factsheets

