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1. Do you agree that medium and large registered charities should separately disclose 
related party transactions in the AIS as proposed in Attachment 2? If not, what 
approach would you suggest and why? 
 
Charities preparing general purpose financial statements already adequately disclose related party 
transactions in their statements, where context is provided about the transactions and their size.  For 
these charities, the Association of Australian Medical Research Institutes (AAMRI) suggests that the 
ACNC obtain related party transaction information from charities’ general purpose financial statements 
instead of separately requesting it in the Annual Information Statement (AIS).  
 
Charities that prepare special purpose financial statements, on the other hand, may not provide 
related party transaction information in their statements. AAMRI believes it is inappropriate to require 
these charities to simply indicate yes/no to whether they have had related party transactions, without 
allowing them to provide additional contextual information, as it could be misinterpreted by the general 
public. The connotations of related party transactions include things that would be dubious in a charity 
context. However, in the majority of instances related party transactions are undertaken at arms length 
or potentially within a group of charitable organisations with common members. There are several 
examples of medical research institutes, for example, with a Foundation as a controlled entity where 
dealings between the Foundation and the medical research institute are formally reported as related 
party transactions. Therefore, for those charities that have prepared special purpose financial 
statements, AAMRI recommends that the AIS provide the opportunity to provide context about any 
related party transactions. 
 
 
2. Do you agree that small, medium and large charities should separately disclose 
information about their business activities as proposed in Attachment 1 and 2?  
If not, what approach would you suggest and why? 
 
Requiring an organisation to identify if they have any business activities presumably is to assess 
whether the organisation is a not-for-profit. However, without financial information, there is no concept 
of materiality of the business activities to the overall organisation. Moreover, charitable organisations 
are allowed to undertake commercial activities to support charitable objectives and yet this does not 
appear to be the inference of this question in its current form. AAMRI suggests that this question could 
be more targeted to address the area of regulation the ACNC is looking to enforce. Any disclosure 
should be non-financial and at a summary level. 
 
The term ‘business activities’ is not easily transferable to the not-for-profit sector, and there is likely to 
be variability in responses to this question by charities. For example, for medical research institutes, 
research services provided by one medical research institute to another, but paid for from Government 
grants of the latter organisation, could be classified as either a charitable activity or a business activity. 
AAMRI recommends that should this question remain, the nature of a ‘business activity’ be clearly 
articulated in the context of a charity. 
 
 
3. Consultation question 3: What information, if any, should medium and large 
charities be required to provide about reserves in their AIS? Why? 
 
AAMRI received varied feedback on this question from its members. 
 
Some medical research institutes supported limiting the number of reserves disclosed in the AIS 
balance sheet summary to asset revaluation reserve, restricted purpose funds and other funds. They 
did not consider that the AIS required any further information, as general purpose financial statements 
already disclose the nature and purpose of each reserve.  
 
Other medical research institutes indicated that the inclusion of unrealised gains reserve with other 
funds does not give users of the information the ability to assess the volatility of the reserves that an 
organisation is holding. They suggested that separate disclosure of all unrealised reserves should be 
made in the summarised AIS balance sheet format. General purpose financial statements show full 
disclosure in this area. 
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Several AAMRI members suggested the ACNC represent charities in pursuing changes to the 
accounting standard such that restricted purpose funds be reported as a liability to third parties. 
 
 
4. Based on the current proposal in Attachment 1 is there any additional financial 
information that you believe should be collected (or not collected) from small 
charities. Why? 
 
No comment. No medical research institutes are likely to fall under the ‘small charities’ category.  
 
 
5. Do you have any comments on the proposal to include optional financial questions 
in the AIS which charities can complete to meet any specific requirements of state, 
territory or Commonwealth agencies that also apply to them? 
 
AAMRI would endorse optional questions to meet requirements of state, territory or Commonwealth 
agencies if and only if every reporting requirement for a state or territory could be covered. If only 
some reporting obligations were covered, this would potentially make the reporting burden even more 
complex. 
 
However, as outlined below, in the case of medical research institutes, we feel it unlikely that the 
ACNC AIS will be able to meet the very specific financial reporting requirements of other agencies to 
which institutes report, including the National Health and Medical Research Council (NHMRC), the 
Australian Bureau of Statistics (ABS), and state government agencies (incorporated entity reports, 
grant funding and fundraising information).  
 
 
6. What types of practical assistance (if any) would you like to receive from the ACNC 
to help your charity complete its financial reporting obligations to us? When would 
you like to receive this assistance? 
 
The general ledger chart of accounts of charities have been set up in many different and disparate 
ways. For many charities, meeting the requirements of the AIS categories, based on the National 
Standard Chart of Accounts (NSCOA) will require significant time and resources. The ACNC could 
help by allowing charities to apply for extensions for the submission of their first AIS once the full 
extent of the additional reporting requirements are realised.   
 
Online guidance materials, an email support service, and definitely a well-resourced and consistently 
well-informed telephone support service will be important in helping charities complete their financial 
reporting obligations.  
 
 
7. Are there any other comments you wish to make about the proposed additional 
questions or financial data elements in this consultation document? Please be 
specific. 
 
AAMRI recognises that collecting standardised financial information from charities has the potential to 
provide the ACNC with valuable information on the Australian charity sector. This will be useful not 
only for monitoring and regulating charities, but also for improving the Government’s and general 
public’s understanding of the Australian charity sector, which until now, has been poorly understood 
and monitored. We also acknowledge the potential role of financial information provided in the AIS in 
improving transparency and public trust in the sector. 
 
However, AAMRI does have some serious concerns with the draft AIS for medium and large charities, 
and the type and level of information requested. We have outlined ‘general comments’ and ‘specific 
comments’ relating to the draft AIS below. 
 
  



	  
	  

	   	   4 

General Comments: 
  
1. Minimising the additional reporting burden for charities 

 
The AIS requires additional and different categories of financial information currently not 
required of charities. It is likely that all medical research institutes will need to change their financial 
reporting systems to comply. Few, if any, currently use the National Standard Chart of Accounts 
(NSCOA), rather having a chart of accounts that reflects the nature of their business and/or that meets 
the specific requirements of other government agencies to which they report. The size of the additional 
reporting burden will depend on the flexibility and sophistication of the accounting system in place, and 
the size and complexity of the organisation. For some charities, the burden of the extra classification 
and reporting requirements will be relatively minor and primarily a one-off upfront cost. However, for 
many charities that do not currently use the NSCOA definitions, the burden of meeting the new 
reporting requirements will be very substantial and ongoing.  
 
For those organisations that are not public companies and report financial information to 
state/territory government agencies, the ACNC AIS will also be an additional reporting 
requirement, as the information/chart of accounts of the AIS generally do not align with those of 
state/territory government agencies, and there is no indication that this is likely to change in the future. 
This will require them chopping and changing financial information in different ways to meet the 
requirements of the ACNC and state/territory government agencies. 
 
Financial information collected in the AIS will also generally not be useful as a ‘passport’ for 
other state/territory and Commonwealth Government agencies to which medical research institutes 
report, due to the very specific nature of these other financial reports. For example, MRIs report very 
specific financial information to: 

• the Australian Bureau of Statistics (detail research expenditure data); 

• National Health and Medical Research Council (individual grant acquittal information, with 
each organisation having many grants at any one time); and 

• State Government (detailed information on Australian Competitive Grants received and other 
tailored information).  

 
AAMRI does not object to reporting in a standard form to the ACNC, but recommends that the ACNC 
only request the level of financial detail absolutely necessary for its purposes. Requesting anything 
beyond the standard reporting requirements under the Australian Accounting Standards using the 
Reduced Disclosure Regime (i.e. information that would already be in annual financial statements) 
should be avoided. In particular, we strongly recommend removing current AIS line items on salary 
sacrifice expense, revenue for providing services and sale of goods, and fundraising splits, which 
would be difficult or highly onerous for some organisations to collect (see further below).  
 
We also recommend allowing organisations ample time to change their accounting systems over to 
the NSCOA categories. 
 
The AIS also unnecessarily requests the same information already provided in general purpose 
financial statements (e.g. modification of audit or review opinion; related party transactions).   
 
AAMRI suggests that this duplication be removed, and that relevant excerpts be extracted from the 
general purpose financial statements of charities by the ACNC. Those organisations providing special 
purpose financial statements lacking the relevant information can be requested to provide the 
information separately in the AIS. 
 
 
2. Use and interpretation of AIS financial information  

 
The categories in the draft AIS Income Statement and Balance Sheet for medium and large 
charities seem to be skewed towards particular types of information (e.g. some AIS categories map 
to a single NSCOA item, while others map to a large group of NSCOA items). It is also not clear why 
certain pieces of financial information are necessary, and how these intend to be used by the ACNC or 
other Government departments (e.g. salary sacrifice expense; focus of the Balance Sheet on loan 
transactions).  
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For transparency reasons, and to allay any concerns of the sector about the reasoning for (or possible 
misinterpretation of) certain categories of financial information in the AIS, AAMRI recommends that the 
ACNC explain the reasoning for the various line items in the AIS Income Statement and Balance 
Sheet (particularly for salary sacrifice components of salaries and international versus national grants 
and donations). Where a strong rationale does not exist, the items should be removed from the AIS. 
 
Given that medium and large charities must submit their reviewed/audited annual financial statements 
in addition to the AIS, AAMRI recommends that only absolutely necessary financial information be 
requested in the AIS. For example, it is not clear why the ACNC collects so much additional 
information from medium and large charities compared with small charities, given that the ACNC will 
have incomplete information for sector analysis purposes for these items anyway. 
 
There is a real risk that financial information provided by charities in the AIS could be 
misinterpreted or misconstrued by the general public. This could unintentionally and unfairly affect 
the reputations of (or the level of donations received by) charities. AAMRI has two main concerns: (a) 
problems with one-size-fits-all financial categories for organisations that operate very differently; (b) 
the mis- or over-interpretation of financial information by the general public. The simple interpretation 
or comparison of ‘headline’ financial figures across all charities without contextual information should 
be discouraged and prevented where possible.  
 
Medical research institutes, for example, are a unique sub-section of the charity sector in that their 
outcomes are less tangible than many other service-based charities and are costly and very long term 
in nature. Further, a substantial level of business activities (e.g. commercial activities involved in the 
translation of research discoveries into health treatments) are a measure of success for medical 
research institutes, but could be misinterpreted by the general public as meaning medical research 
institutes don’t rely on donations for their viability, which they very much do. Further, in some cases, 
the relationship between a Foundation and an affiliated medical research institute can mean that the 
financial information of either organisation is not particularly useful to the general public, and will vary 
depending on whether these organisations choose to report as a group or individually. 
 
The level of risk and potential for misinterpretation of financial information will depend on what 
individual AIS information the ACNC chooses to make publicly available and how this is 
presented on the ACNC portal. It is not clear from the AIS which financial information collected will 
be used solely by the ACNC for monitoring, regulation and general (aggregate) information purposes, 
which information will be provided to other Government agencies, and which will be made publicly 
available. 
 
AAMRI recommends that it be made clear in the AIS which financial information is for the ACNC’s 
purposes and which information will be made publicly available. We also suggest consulting with the 
sector before populating the ACNC public portal with charities’ financial information to ensure it is 
presented in the most appropriate manner. 
 
 
Specific Comments: 
  
Salary sacrifice expense 
 
AAMRI has serious concerns with the separation of the salary sacrifice component of employee 
expenses (category 9 (i) in AIS Income Statement for large and medium charities).  
 
Medical research institutes have consistently indicated to AAMRI that it would be impracticable or 
highly onerous to provide this information, as salary sacrificing information is either processed by an 
external provider or these payments are not captured separately and would require significant costs to 
set up new accounting processes or to manually compile information. AAMRI would suggest that this 
information might be better collected through the employee tax report system (i.e. individual tax 
returns). 
 
The reasoning for the disclosure of this information, which goes beyond reporting requirements of any 
other government agency, is also unclear. To any charitable organisation, salaries form an expense 
irrespective of the employees’ choice in which form they are paid (i.e. as PAYG taxed salary or an 
item eligible for salary sacrifice). 
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It is also not completely clear what this AIS category is referring to, and there is no split up of salary 
sacrifice as result of being a not-for-profit versus ordinary salary sacrifice for superannuation that all 
organisations allow their staff to undertake.  
 
AAMRI strongly recommends that the salary sacrifice expense line item in the AIS Income Statement 
be removed. 
 
 
‘Donations and bequests’ and ‘Other fundraising revenue’ 
 
Several medical research institutes have indicated that splitting donations and fundraising revenue 
according to the line items in the AIS Income Statement would create a very significant administrative 
burden.  
 
AAMRI recommends that the ACNC consider removing the split of ‘donations and bequests’ and ‘other 
fundraising revenue’ in the AIS Income Statement. 
 
‘Other fundraising revenue’ includes NSCOA category 4-4050 Sponsorship and licensing fees. 
According to NSCOA descriptions, category 4-4050 includes sponsorships and licensing fees received 
by not-for-profit organisations as well as royalties collected on behalf of clients. In the case of 
Foundations, AAMRI understands that trading and operating activities (including sponsorship and 
licensing fees) might be included in fundraising revenue. However, in the case of medical research 
institutes, while sponsorships would be considered fundraising income, royalties and licensing fees 
are the result of commercial activities (e.g. intellectual property from a discovery or invention).  
 
AAMRI requests clarification about whether 4-4050 should be included under fundraising revenue or 
business activities.  
 
 
‘Grants and donations made within Australia’ and ‘Grants and donations made outside 
Australia’ 
 
AIS categories 15 and 16 ‘Grants and donations made within Australia’ and ‘Grants and donations 
made outside Australia’ only refer to NSCOA 6-0300 Donations Paid (see Attachment iv of 
consultation paper). Many not-for-profits receive and/or provide ‘grants’ (i.e. contractual funding for a 
specific purpose), which are entirely different from ‘donations’ (i.e. gifts for a general purpose) and are 
currently not included under these misleading AIS category titles. 
 
There is also concern over valuation issues for any activities that are a sacrifice or an in-kind donation. 
For example, researchers from one organisation might provide in-kind support to another (Australian 
or overseas) research organisation through a research ‘collaboration’, but in doing so might also 
receive some benefit from the research performed. The in-kind support and benefits will not 
necessarily have a defined monetary value and would not normally be included in generally accepted 
accounting principles. It is not clear whether or how these would be accounted for in the ‘grant and 
donations’ AIS categories. 
 
If the purpose of these categories is to estimate the level of charitable funds being donated, granted or 
expended overseas, they are unlikely to be successful in achieving this aim. Collaborations, multi-
national charitable organisations, and complex funding arrangements mean that determining the level 
of charitable funding ‘going’ overseas is fraught with difficulty. 
 
AAMRI recommends that the ‘grants and donations’ categories be either expanded to include grants, 
the titles amended to remove ‘grants’, or the categories removed completely.  
 
Medical research institutes, by their nature, regularly collaborate with overseas research organisations 
and have overseas activities. Some medical research institutes have indicated that separating 
donations and grants into ‘within Australia’ and ‘outside Australia’ would be a very significant 
administrative burden. It would be interesting to know whether Government funding bodies, who 
provide a substantial proportion of funding to the charity sector, similarly report the amount of their 
funding that is expended (directly or indirectly) overseas versus in Australia in their annual financial 
reports.  
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AAMRI recommends re-consideration of the requirement for ‘within Australia’ and ‘outside Australia’ 
information with regard to grants and donations made by charities. 
 
 
Costs of providing services and sale of goods (excluding employee expenses) 
 
Several medical research institutes have indicated that it would be problematic to determine ‘cost of 
goods sold’ under AIS category 10 ‘Cost of providing services and sale of goods (excluding employee 
expenses)’. As per AASB 101 Presentation of Financial Statements, paragraph 99, an entity can 
choose to present expenses by either their nature (e.g. as a general expense such as ‘raw materials 
and consumables used’) or by adopting the ‘cost of sales’ method. 
 
Medical research institutes do not sell goods in any significant quantity, but some undertake some 
contract research for commercial entities. This work is done alongside and, in some cases, is the 
same work as the organisation’s normal charitable activities. The implementation of a system to 
extract an accurate cost of such contract research would be difficult and costly for some organisations.  
 
 
Misleading AIS category headings and descriptions  
 
In Attachment iv of the consultation paper, the AIS category headings and descriptions are often 
misleading and don’t reflect the National Standard Chart of Accounts (NSCOA) items to which they 
refer.  
 
AAMRI strongly suggests reviewing and improving AIS category headings and descriptions. 
 
 
Double reporting of NSCOA categories and other apparent errors 
 
In Attachment iv, NSCOA 6-0605 S&W Salary Sacrifice appears to be included twice – under category 
9 Employee benefits and category 9 (i) Salary sacrifice. 

 
In Attachment iv, NSCOA 6-0300 Donations Paid appears to be included in Total expenses 6-0000 to 
6-074. Grants and donations made by a charity are included as items 15 and16 at the end of the AIS 
Income Statement after ‘Total expenses’. Presumably Total expenses should not also include 6-0300. 
 

NSCOA 1-1170 Short term investments is included under AIS category 20 Other current assets rather 
than AIS category 18 Cash and short term investments.  NSCOA 1-1170 should be included under 
AIS category 18 or the title of category 18 altered. 
 

AIS category 21 Land and buildings (net of depreciation) appears to be missing NSCOA 1-6000 Land. 
Further, the separation of Land and buildings from other Property, plant and equipment is unusual.     
 

Franking credits refunded by the Australian Taxation Office are included under All other revenue 
rather than the more appropriate Investment revenue. 
 

Employee contributions to Fringe Benefits Tax are included as All other revenue rather than an offset 
to the Fringe Benefits Tax. 

 
Amortisation is included under All other expenses rather than AIS category Depreciation and 
amortisation. 
 

Regarding Net realised and unrealised gains and Net realised and unrealised losses, AAMRI believes 
it is misleading to add together realised and unrealised gains or losses. Further, the definitions of 
these AIS categories are misleading, only including the realised gains and losses. 
 

Several NSCOA expense accounts have not been mapped to the AIS Income Statement (around 25 
items between 6-0000 and 6-0740).




