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Introduction

The Federal Government is proposing changes to how financial reporting works for not-for-profit (NFP)
organisations and charities. These changes will affect many small and medium arts organisations,
particularly those that report to the Australian Charities and Not-for-profits Commission (ACNC) or
other regulators.

This document explains:

Current reporting obligations for NFPs and charities.

How to determine if your organisation is an NFP or charity.

What'’s changing under the new proposal.

How this will impact your operations.

How these changes affect (or don’t affect) organisations that are not NFPs.
What TNA is recommending to government

Current Financial Reporting Obligations for Not-for-Profits

For Organisations That Are Not Registered Charities

The financial reporting obligations for non-charitable incorporated associations, co-operatives, and
companies limited by guarantee depend on the state, territory, or federal laws that govern them.
e Some organisations must prepare financial reports under their state/territory associations law,
corporate law, or funding agreements (e.g., with government funders).
e Ifnolaw or funder requires formal reporting, financial statements may only be needed for
internal purposes (e.g., for a board or members).

Many small non-charitable NFPs currently self-assess whether they need to prepare Special Purpose
Financial Statements (SPFS) or General Purpose Financial Statements (GPFS) based on their funding
and reporting needs. SPFS are customised financial reports that only include the information required
by specific users, such as funders or board members, while GPFS follow strict Australian Accounting
Standards to ensure consistency and comparability for a broader audience, including regulators and the
public.

For Organisations Registered as Charities with the ACNC

Charities registered with the ACNC have specific financial reporting obligations based on their annual
revenue (see table below).
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Charity Size (Annual Revenue)

Financial Reporting Obligation | Audit/Review Requirement

Small (< $500,000)

No need to submit financial
reports (unless required by
funders).

No review or audit required.

Medium ($500,000 - $3
million)

Must submit financial reports

(SPFS or GPFS allowed). Must be reviewed or audited.

Large (> $3 million)

Must submit GPFS (SPFS not

allowed). Audit required.

Current flexibility:

e Medium charities can still use SPFS, which are simpler and lower-cost reports.
e Only large charities must follow GPFS, which must comply with Australian Accounting

Standards.

For Organisations Receiving Government Funding

Funding bodies have different reporting requirements of funded organisations when compared to
ACNC requirements. This means that for many Small and Medium organisations, while ACNC may not
require your financials to be audited, your funding body might (see examples in the table below).

Funding Body

Audit Requirement

Creative Australia

All multi-year funded organisations, and all grants over $250,000.

Create NSW

Must be provided if organisations are legally required to prepared
audited finances, otherwise reviewed finances can be provided.

Creative Victoria

Not confirmed at time of writing.

Arts Queensland

Must be provided if organisations are legally required to prepared
audited finances, otherwise it is decided on a case-by-case risk
analysis.

Arts South Australia

All organisations receiving more than $110,000 pa.

DLGSCIWA

All multi-year funded organisations. Not required for project
grants.

Arts Tasmania

All organisations receiving more than $50,000 pa.

Is My Organisation a Not-for-Profit or Charity?

Your organisation is likely a Not-for-Profit (NFP) if:
e It does not distribute profits to owners, members, or shareholders.
¢ Any profit made is reinvested into its purpose (e.g., arts programs, community projects).
e ltisstructured as anincorporated association, co-operative, company limited by guarantee, or

other NFP legal form.

e It has a constitution that states it exists for a not-for-profit purpose.

Your organisation is a charity if it meets the NFP criteria and is registered with the ACNC as having a
charitable purpose (e.g., advancing the arts, education, or public benefit).
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Your organisation is not an NFP if:
¢ It can distribute profits to individuals (e.g., owners, shareholders).
e It operates primarily to make a profit rather than serve a social, cultural, or public benefit
purpose.
¢ It does not have legal or funding requirements to limit profit distribution.

What’s Changing Under the Proposed New Rules?

The Key Change: SPFS Will No Longer Be Allowed
¢ Al NFPs and charities required to prepare financial reports will have to prepare GPFS.
e A newsimplified GPFS framework (Tier 3 GPFS) will be introduced to reduce the burden for
smaller organisations.

Current Situation (Before Changes)
Small and medium organisations can often prepare SPFS, which are simpler and less costly to
produce.
Only large charities (revenue of $3 million+) must prepare GPFS under ACNC rules.

What’s Changing?
X SPFSwillno longer be allowed. If an organisation is required to prepare financial reports, it must
prepare GPFS instead.
A new Tier 3 GPFS will be created to simplify reporting for small and medium organisations.
The rules for reporting donations, leases, loans, and revenue recognition will be made more
flexible for smaller NFPs under Tier 3.

How Will This Affect My Organisation?

If Your Organisation Currently Prepares GPFS
No major change—you will continue preparing GPFS.
You may be able to use the new Tier 3 GPFS if you meet the new size thresholds (expected to be
under $3 million revenue).

If Your Organisation Currently Prepares SPFS
X You will need to transition to GPFS, even if you are a medium charity or a non-charitable NFP.
X You may need additional accounting support, which could increase costs.
Tier 3 GPFS will make compliance easier, but it may still be more effort than your current SPFS
reporting.

If Your Organisation Does Not Currently Prepare Financial Reports
No change unless you become legally required to prepare financial reports in the future.

Do These Changes Affect Organisations That Are Not Not-for-Profits?

No, for-profit arts organisations will not be affected.
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If your organisation operates as a for-profit business (e.g., a proprietary limited company), the
proposed changes do not apply to you.

For-profit companies will continue to follow the Corporations Act 2001 (Cth) and Australian
Accounting Standards only if required (e.g., large proprietary companies).

Small for-profit arts businesses can still prepare SPFS or simplified financial reports if they are
not legally required to prepare GPFS.

What TNA is Recommending to Government

TNA has prepared a submission to ensure that small and medium arts organisations are properly
considered in these reforms. The government is accepting feedback until 28 February 2025. We have
already contacted our unfunded and small company members to gather information about how these
changes will affect the sector and impact costs and workload.

TNA’s recommendations are:

1.
2.

3.

Retain a genuinely simplified reporting option under Tier 3 GPFS

Provide accessible, low-cost training and support for small organisations transitioning from
SPFS to GPFS

Extend the transition period to allow small organisations time to adjust

You can read TNA'’s full submission on our website.

Key Takeaways
All NFPs and charities required to prepare financial reports will need to move to GPFS.
Tier 3 GPFS will be introduced to simplify reporting for smaller organisations.
X SPFS will no longer be allowed for any organisation that must report.
For-profit organisations are not affected by these changes.

More Information

Joshua Lowe
Co-CEO
Theatre Network Australia

josh@tna.org.au

www.tha.org.au
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