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Dear Directors

We are pleased to present this report to the Board of Neighbourhood Houses Tasmania Inc in relation to the
30 June 2020 annual audit.
As at the date of this report, we have substantially completed our audit and subject to the satisfactory
resolution of the matters outlined in the Executive Summary, we expect to issue an unmodified audit report.
We have set out in this document the significant matters arising from our audit. This summary covers those
matters we believe to be material in the context of our work.
We look forward to the Board meeting where we will have the opportunity to discuss this report.
Should you require clarification on any matter in this report before this date, please do not hesitate to
contact me on 6234 2499.
We would like to take this opportunity to extend our appreciation to management for their assistance and
cooperation throughout the course of our audit.
Yours faithfully,

DAVID PALMER
Engagement Partner
22 September 2020
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EXECUTIVE SUMMARY
PURPOSE
The purpose of this report is to communicate significant matters arising from our
audit to the Board. This report has been discussed with management.

SCOPE
Our audit was conducted in accordance with Australian Auditing Standards and
the Associations Incorporation Act (TAS) 1964 and the Australian Charities and
Not-for-profits Commissions Act 2012 for the year ended 30 June 2020.

STATUS OF THE AUDIT
Our audit of the financial report is substantially complete. We expect to issue an
unmodified audit report, subject to satisfactory completion of the following:
 A copy of the signed financials
A draft of the proposed audit report is included at Appendix 1.

SUMMARY OF MISSTATEMENTS
We have not identified any uncorrected misstatements that, in our judgement,
either individually or in aggregate, could have a material effect on the financial
report for the year ended 30 June 2020.

COVID-19
As outlined in our audit plan, the effects of COVID-19 needed to be incorporated
into the preparation of the financial report for the year ended 30 June 2020. In
performing our audit, the following areas within the financial reporting process
were identified as having been materially impacted:
 Some stagnation in grant expenditure
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Refer to the next section which includes detail on the impact of COVID-19 on the
financial report, the audit response and respective findings.

OTHER AREAS OF AUDIT FOCUS
In performing our audit, we have identified those matters that, in the auditor’s
judgement, were of the most significance in the audit of the financial report.
Our audit procedures also focused on areas that were considered to represent
significant risks of material misstatement. These areas of focus are outlined
below:
 Management override of controls
 Revenue recognition
 Leasing standard
 Grant funding accounting treatment
Refer to the relevant section for details on the other areas focused on during the
audit.

EXECUTIVE
IMPACT
OF COVID-19
SUMMARY CONTINUED
On 31 January 2020, the World Health Organisation (WHO) announced a global health emergency because of a new strain of coronavirus and the risks to the
international community as the virus spreads globally beyond its point of origin. Because of the rapid increase in exposure globally, on 11 March 2020, the WHO
classified the COVID-19 outbreak as a pandemic. Besides the serious public health threat that has arisen from the outbreak of COVID-19, it continues to have serious
economic impacts on many businesses.

COVID-19 AND THE FINANCIAL REPORT
The following table sets out the areas of the 30 June 2020 financial report/financial reporting process that were materially impacted by the COVID-19 pandemic and its
associated measures. It also sets out our audit response to these impacts and our findings.
Area

Impact on the financial report

Audit response and summary of findings

Revenue

Note to be included in the financial report outlining
potential future impacts of the pandemic.

Audit noted some stagnation in expenditure of grant revenue over the
months that the full impact of COVID-19 was felt in Hobart. The easing of
restrictions has meant that expenditure has recommenced, while noting
that future effects are unpredictable.
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AREAS OF AUDIT FOCUS
FOCUS CONTINUED
We identified the risk areas as part of our risk assessment procedures undertaken during the planning phase and continued to be alert for risks during the course of the
audit. Our audit procedures focused on areas that were considered to represent risks of material misstatement.

Management override of controls
Description

Audit work performed

Summary of findings

There is an inherent risk that management is in the
unique position to override controls.

We reviewed journal entries and remained
professionally sceptical throughout the audit for
instances of override.

We did not identify any instances of override in
journal entries or elsewhere in our procedures.

Description

Audit work performed

Summary of findings

There is an inherent risk that revenue is not
recognised in accordance with appropriate
accounting standards. Importantly, the two new
revenue recognition standards AASB 15, and AASB
1058.

We performed substantive revenue recognition tests
to ensure that revenue has been posted and
recognised correctly.

We concluded that revenue is materially correct and
the new revenue standards AASB 15 and AASB 1058.

Revenue recognition
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Adjustments have been made to reflect income
under AASB 1058.

AREAS OF AUDIT FOCUS CONTINUED
Leasing standard
Description

Audit work performed

Summary of findings

Since this is the first year the entity is applying AASB
16, there is a potential risk that the transition
requirements in AASB 16, including any practical
expedients and exemptions, may not be
appropriately applied.

We performed substantive leasing tests to ensure
entirety of the leases were captured accurately.

AASB 16 has been implemented correctly and
adequate disclosure is provided in the financial
statements.

Description

Audit work performed

Summary of findings

NFPs should take note that the timing of recognition
of income from many types of grants may change
when AASB 1058 and AASB 15 are applied for the
first time. This is because income deferral is only
possible if:

Audit has specifically reviewed grant funding
document and recommended unspent funds be
recognised in the profit or loss.

We concluded that grant funding has been
accounted for correctly under AASB 1058, as the
grant document outputs have not been deemed
sufficiently specific.

Grant funding accounting treatment

•

The grant contract is enforceable and
contains sufficiently specific performance
obligations under AASB 15, otherwise grant
income is recognised immediately in profit
or loss, or

The grant is a transfer to enable the NFP to acquire
or construct a non-financial asset that the NFP will
control after acquisition or construction. In such
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AREAS OF AUDIT FOCUS CONTINUED
cases, income is deferred and recognised over the
period of construction.
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SUMMARY OF MISSTATEMENTS CONTINUED
UNCORRECTED MISSTATEMENTS
We detail below the uncorrected misstatements which we have identified during the audit, and that were determined by management to be immaterial, both
individually and in aggregate to the financial report taken as a whole.
Misstatements have not been included if they are considered to be clearly trivial which we have set at $19,000. Matters which are clearly trivial are regarded as clearly
inconsequential when taken individually or in aggregate.
We will seek representation from management to acknowledge that:
 Uncorrected misstatements have been brought to their attention by us; and
 They have considered the effect of any uncorrected misstatements, aggregated during and pertaining to the latest period, on the financial report and consider the
misstatements are immaterial individually and in aggregate to the financial report taken as a whole.
Description
Nil
Net effect of uncorrected misstatements
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Assets

(Liabilities)

Reserves

(Profit)/Loss

SUMMARY OF MISSTATEMENTS CONTINUED
CORRECTED MISSTATEMENTS
We identified the following misstatements during the course of our audit which have been corrected:
Description

Assets

(Liabilities)

Reserves

(Profit)/Loss

Adjustment to long service leave to agree to entitlement
balances

5,405

(5,405)

Adjustment to annual leave to agree to entitlement balances

(15,109)

15,109

Adjustment to agree investments to statements 30 June 2020

12,434

(12,434)

Depreciation expense FY20

(24,778)

24,778

Opening balance adjustment - PY error
AASB 16 - Photocopier

30,000

(30,000)

10,839

(10,839)

(1,265)

(177)

177

1,554

1,265
1,554

Client adjustment

4,527

(2,803)

(1,724)

Net effect of uncorrected misstatements

1,757

8,031

(28,276)
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25,044

INTERNAL CONTROL CONTINUED
CURRENT YEAR
In accordance with ASA 265 Communicating Deficiencies in Internal Control to Those Charged with Governance and Management, we are required to communicate in
writing, significant deficiencies in internal control identified during the audit to those charged with governance on a timely basis.
The standard defines a deficiency in internal control as follows:
1.

A control is designed, implemented or operated in such a way that it is unable to prevent, or detect and correct, misstatements in the financial report on a timely basis; or

2.

A control necessary to prevent, or detect and correct, misstatements in the financial report on a timely basis is missing.

Significant deficiency in internal control means a deficiency or combination of deficiencies in internal control that, in the auditor’s professional judgement, is of
sufficient importance to merit the attention of the Board.
The matters being reported are limited to those deficiencies that we have identified during the course of our audit and that we have concluded are of sufficient
importance to merit being reported to the Board.

CURRENT PERIOD
Significant deficiency in internal control

Potential effects

Recommendation

1

Inaccurate financial reporting in
monthly and yearly financial
statements.

We suggest that these details be
reconciled with general ledger
accounts on a regular basis.

Supporting Documentation Did Not
Always Agree to General Ledger
During our audit we noted that
detailed schedules supporting
general ledger accounts did not
always agree with the general ledger
balances.
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Management comments

INTERNAL CONTROL CONTINUED
Other deficiencies in internal control

Potential effects

Recommendation

1

The lack of such a procedure has led
to inaccurate reporting of fixed asset
cost and depreciation expense in
monthly and yearly financial
statements.

To prevent the need for major
adjustments to the property
accounts at the end of each year, we
suggest that the general ledger fixed
asset accounts be reconciled to the
detailed records on a monthly basis.

Any understatement of leave
liabilities results in an
overstatement of the surplus
reported.

We recommend calculating on-costs
(leave loading, superannuation and
workers’ compensation premium) on
all leave provisions as this will lead
to more complete, accurate
financial statements.

Reconciling Fixed Assets to the
General Ledger
At the present time, there is no
procedure for reconciling detailed
fixed asset records to the general
ledger on a regular basis.

2

Employee Provision Calculation
During our audit, we noted a lack of
adherence to the Australian
Accounting Standards.
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Management comments

INTERNAL
OTHER
REPORTING
CONTROLREQUIREMENTS
CONTINUED

INDEPENDENCE AND ETHICS

NON-COMPLIANCE WITH LAWS AND REGULATIONS

In conducting our audit, we are required to comply with the independence
requirements of the Associations Incorporation Act (TAS) 1964 and the Australian
Charities and Not-for-profits Commissions Act 2012 and Part 4A of APES 110 Code
of Ethics for Professional Accountants (including Independence Standards).

We have made enquiries in relation to any non-compliance with laws and
regulations during the course of our audit. We have not identified any instances
of non-compliance with laws and regulations as a result of our enquiries.

We have obtained independence declarations from all staff engaged in the audit.
We also have policies and procedures in place to identify any threats to our
independence, and to appropriately deal with and if relevant mitigate those
risks.
We have not become aware of any issue that would cause any member of the
engagement team, BDO or any BDO network firm to contravene any ethical
requirement or any regulatory requirement that applies to the audit
engagement.
In addition to the audit, we have completed the following engagements during
the year:
 Financial Statement Preparation
None of these engagements have impaired our independence
The Corporations Act 2001 requires the lead auditor to make a declaration to the
directors regarding independence. We are in a position to make this declaration,
a draft of which has been included at Appendix 2.
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We have not identified any reportable matters during the course of our audit.

FRAUD
Management have confirmed that there were no matters of fraud identified for
the period under audit, or subsequently. It should be noted that our audit is not
designed to detect fraud however should instances of fraud come to our
attention we will report them to you.
We have not identified any instances of fraud during the course of our audit.

APPENDIX 1 PROPOSED AUDIT REPORT CONTINUED

INDEPENDENT AUDITOR'S REPORT

To the members of Neighbourhood Houses Tasmania Inc

Report on the Audit of the Financial Report
Opinion
We have audited the financial report of Neighbourhood Houses Tasmania Inc (the
registered entity), which comprises the statement of financial position as at 30
June 2020, the statement of profit or loss and other comprehensive income, the
statement of changes in equity and the statement of cash flows for the year then
ended, and notes to the financial report, including a summary of significant
accounting policies, and the responsible entities’ declaration.
In our opinion the accompanying financial report of Neighbourhood Houses
Tasmania Inc, is in accordance with Division 60 of the Australian Charities and
Not-for-profits Commission Act 2012, including:
(i)

Giving a true and fair view of the registered entity’s financial position as
at 30 June 2020 and of its financial performance for the year then ended;
and

(ii)

Complying with Australian Accounting Standards and Division 60 of the
Australian Charities and Not-for-profits Commission Regulation 2013.

Basis for opinion
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We conducted our audit in accordance with Australian Auditing Standards. Our
responsibilities under those standards are further described in the Auditor’s
responsibilities for the audit of the Financial Report section of our report. We
are independent of the registered entity in accordance with the auditor
independence requirements of the Australian Charities and Not-for-profits
Commission Act 2012 (ACNC Act), the Associations Incorporation Act (TAS) 1964
and the ethical requirements of the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants
(including Independence Standards) (the Code) that are relevant to our audit of
the financial report in Australia. We have also fulfilled our other ethical
responsibilities in accordance with the Code.
We believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
Other information
Those charged with governance are responsible for the other information. The
other information obtained at the date of this auditor’s report is information
included in the registered entity’s annual report, but does not include the
financial report and our auditor’s report thereon.
Our opinion on the financial report does not cover the other information and
accordingly we do not express any form of assurance conclusion thereon.
In connection with our audit of the financial report, our responsibility is to read
the other information and, in doing so, consider whether the other information is
materially inconsistent with the financial report or our knowledge obtained in
the audit or otherwise appears to be materially misstated.
If, based on the work we have performed on the other information obtained prior
to the date of this auditor’s report, we conclude that there is a material

APPENDIX 1 PROPOSED AUDIT REPORT CONTINUED
misstatement of this other information, we are required to report that fact. We
have nothing to report in this regard.

they could reasonably be expected to influence the economic decisions of users
taken on the basis of this financial report.

Responsibilities of responsible entities for the Financial Report

A further description of our responsibilities for the audit of the financial report is
located at the Auditing and Assurance Standards Board website
(http://www.auasb.gov.au/Home.aspx) at:
http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf
This description forms part of our auditor’s report.

The responsible entities of the registered entity are responsible for the
preparation and fair presentation of the financial report in accordance with
Australian Accounting Standards, the ACNC Act, the Associations Incorporation
Act (TAS) 1964 and for such internal control as the responsible entities determine
is necessary to enable the preparation of the financial report that is free from
material misstatement, whether due to fraud or error.
In preparing the financial report, responsible entities are responsible for
assessing the registered entity’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using the going
concern basis of accounting unless the responsible entities either intends to
liquidate the registered entity or to cease operations, or has no realistic
alternative but to do so.
Those charged with governance are responsible for overseeing the registered
entity’s financial reporting process.
Auditor’s responsibilities for the audit of the Financial Report
Our objectives are to obtain reasonable assurance about whether the financial
report as a whole is free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit
conducted in accordance with the Australian Auditing Standards will always
detect a material misstatement when it exists. Misstatements can arise from
fraud or error and are considered material if, individually or in the aggregate,
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BDO Audit (TAS)
DAVID E PALMER
Partner
Hobart, September 2020

APPENDIX 2 AUDITOR INDEPENDENCE DECLARATION
Positive declaration
We set out below our draft Auditor independence declaration.
DECLARATION OF INDEPENDENCE BY DAVID PALMER TO DIRECTORS OF NEIGHBOURHOOD HOUSES TASMANIA INC
As lead auditor of Neighbourhood Houses Tasmania Inc for the year ended 30 June 2020, I declare that, to the best of my knowledge and belief, there have been:
1.

No contraventions of the auditor independence requirements of the Corporations Act 2001 in relation to the audit; and

2.

No contraventions of any applicable code of professional conduct in relation to the audit.

This declaration is in respect of Neighbourhood Houses Tasmania Inc.
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APPENDIX 3 NEW DEVELOPMENTS
We wish to bring to your attention some upcoming changes in financial reporting
which may cause significant changes to your future reported financial position
and performance. We have provided an overview of the major changes below and
would be happy to discuss the impact on your business and assist with transition
where applicable.

AASB 2020-4 AMENDMENTS TO AUSTRALIAN ACCOUNTING
STANDARDS – COVID-19 RELATED RENT CONCESSIONS
Effective for annual reporting periods beginning on or after 1 June 2020, this
change introduces a practical expedient that permits lessees not to assess
whether a rent concession that occurs as a direct consequence of the COVID-19
pandemic is a lease modification, provided all of the following criteria are met:
 Change in lease payments results in revised consideration for the lease that is
substantially the same as, or less than, the consideration for the lease
immediately prior to the change
 Any reduction in lease payments affects only payments originally due on or
before 30 June 2021 (for example, a concession would meet this condition if it
resulted in reduced lease payments on or before 30 June 2021 and increased
lease payments that extend beyond 30 June 2021)
 There is no substantive change to other terms and conditions of the lease.
In such cases, the concessions are accounted for as if they were not a lease
modification. On first time adoption for the year ended 30 June 2021, the
cumulative effect of initially applying the amendment will be recognised as an
adjustment to opening balances of retained earnings on 1 July 2020.
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AASB 2020-1 AMENDMENTS TO AUSTRALIAN ACCOUNTING
STANDARDS – CLASSIFICATION OF LIABILITIES AS CURRENT OR
NON-CURRENT
Effective for annual reporting periods beginning on or after 1 January 2022, there
are four main changes to the classification requirements within AASB 101
Presentation of financial statements:
1. The requirement for an ‘unconditional’ right has been deleted from
paragraph 69(d) because covenants in banking agreements would rarely result
in unconditional rights.
2. The right to defer settlement must exist at the end of the reporting period. If
the right to defer settlement is dependent upon the entity complying with
specified conditions (covenants), the right to defer only exists at reporting
date if the entity complies with those conditions at reporting date.
3. Classification is based on the right to defer settlement, and not intention
(paragraph 73), and
4. If a liability could be settled by an entity transferring its own equity
instruments prior to maturity (e.g. a convertible bond), classification is
determined without considering the possibility of earlier settlement by
conversion to equity, but only if the conversion feature is classified as equity
under IAS 32.
As these amendments only apply for the first time to the 30 June 2023 balance
sheet (and 30 June 2022 comparative balance sheet), companies are not yet able
to make an assessment of the impacts regarding the right to defer settlement,
compliance with bank covenants, and intention to settle.

APPENDIX 3 NEW DEVELOPMENTS CONTINUED

AASB 2020-2 AMENDMENTS TO AUSTRALIAN ACCOUNTING
STANDARDS – REMOVAL OF SPECIAL PURPOSE FINANCIAL
STATEMENTS FOR CERTAIN NOT-FOR-PROFIT ENTITIES
This change removes the ability of the following types of not-for-profit private
sector entities from being able to prepare special purpose financial statement
(SPFS) for years ending on or after 30 June 2022:
 Those where legislation requires financial statements to be prepared in
accordance with Australian Accounting Standards or ‘accounting standards’,
and
 Those where constitutions or other documents (e.g. lending agreements)
require financial statements to be prepared in accordance with Australian
Accounting Standards, provided that document was created or amended on or
after 1 July 2021.
These entities would either need to prepare full general purpose financial
statements (Tier 1), or Tier 2 financial statements. The Reduced Disclosures will
no longer be permitted for Tier 2 general purpose financial statements.
For stand-alone entities, there will be no impact on amounts recognised in the
financial statements when these amendments are first adopted for the year
ended 30 June 2022 because the entity currently prepares only separate financial
statements and applies all the recognition and measurement requirements of
Australian Accounting Standards. However, there will be an increase in the
amount of disclosures required under the Simplified Disclosures framework,
including for related party transactions.
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APPENDIX 4 RESPONDING TO COVID-19
COVID-19 AND YOUR BUSINESS
The unprecedented COVID-19 crisis affecting the globe has directly and
materially impacted economic activity in Australia and throughout the world.
This has caused some otherwise healthy businesses to experience material
reductions to revenue while overhead expenses have remained relatively fixed.
This inevitably leads to a cash flow crisis and even solvency concerns.

If your business is in this situation, an immediate and
robust business rescue plan is necessary to give you
the best chance to ensure long-term viability. Being
proactive is critical.
Clients facing this scenario can click on the icon
opposite for a detailed business impact and risk
response guide. This provides guidance on the
following areas:


People and leadership



Sustainability



Operations



Supply chain



Health and safety.
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There are a number of areas of a business that may continue to be impacted by
the COVID-19 outbreak. BDO have therefore provided guidance on appropriate
actions to mitigate the impact and manage associated risks to ‘Keep your
business running’.
The Australian Government has also released a number of economic measures in
response of COVID-19 and BDO can continue to help you navigate these stimulus
measures. Please refer to BDO’s ‘Stimulus measures’ resource page where BDO
advisers continue to provide expert commentary on these measures and how
businesses can access them via a range of technical updates, webinars and
articles.

COVID-19 AND FUTURE REPORTING PERIODS
We understand that this changing environment may continue to create challenges
from a financial reporting perspective and create risks that entities may not have
encountered before. BDO will continue to work closely with management to
ensure these challenges are addressed on a timely basis.
Please refer to BDO’s IFRS Advisory Coronavirus resource page which continues to
be updated with financial reporting bulletins and accounting news articles which
address ongoing financial reporting considerations for businesses.

APPENDIX 5

SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE AUDIT

Difficulties encountered during the audit can prolong the audit process, increase audit fees and in some circumstances, may lead to a modified audit opinion. We set
out below the significant difficulties encountered during the audit along with the impact.
DESCRIPTION OF DIFFICULTY

IMPACT OF DIFFICULTY

1

We encountered the accounting procedures and records to be slightly inefficient. These factors
combined to result in the need for the auditor to expand the time spent in some areas in that
certain basic accounting needed to be performed. To maintain a more efficient and reliable
accounting system and to keep audit and accounting fees to a minimum, we suggest that NHT
provide the necessary audit assistance in schedule preparation, per the audit request schedule
received in advance.

Impact on timelines by slowing down completion

2

We encountered changes to the trial balance post onsite audit date.

Impact on timelines by slowing down completion
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APPENDIX 5 SIGNIFICANT DIFFICULTIES ENCOUNTERED DURING THE
AUDIT CONTINUED
1300 138 991
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We have prepared this report solely for the use of Neighbourhood Houses Tasmania Inc. As you know, this report forms part of a continuing dialogue between the company and us and, therefore, it is not intended to include
every matter, whether large or small, that has come to our attention. For this reason we believe that it would be inappropriate for this report to be made available to third parties and, if such a third party were to obtain a
copy of this report without prior consent, we would not accept any responsibility for any reliance they may place on it.
BDO Audit (TAS) ABN 82 700 612 091 is a member of a national association of independent entities which are all members of BDO Australia Ltd ABN 77 050 110 275, an Australian company limited by guarantee. BDO Audit
(TAS) and BDO Australia Ltd are members of BDO International Ltd, a UK company limited by guarantee, and form part of the international BDO network of independent member firms. Liability limited by a scheme
approved under Professional Standards Legislation.
www.bdo.com.au
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