B Australian Government

12 Registered Organisations Commission

21 November 2019

Ms Graciete Ferreira
President
Master Builders Association of the Australian Capital Territory

By e-mail: canberra@mba.org.au

c.c. aberry@mba.org.au

Dear Ms Ferrieira

Master Builders Association of the Australian Capital Territory
Financial Report for the year ended 30 June 2019 - FR2019/96

| acknowledge receipt of the financial report for the year ended 30 June 2019 for Master Builders
Association of the Australian Capital Territory (the reporting unit). The financial report was
lodged with the Registered Organisations Commission (ROC) on 16 October 2019.

The financial report has now been filed. You are not required to take any further action in
respect of the report lodged.

Whilst the 2019 report has been filed the following should be addressed in the preparation of the
next financial report.

1. General Purpose Financial Report (GPFR)

Difference in figure in LGD statement and financial report

A loans, grants and donations (LGD) statement for the reporting unit was lodged with the ROC
under subsection 237(1) of the RO Act on 29 September 2019. The figure disclosed for
donations that exceeded $1,000 was $3,000. Note 4C to the financial report has disclosed a
figure for donations that exceeded $1,000 of $3,170. The reporting unit has confirmed that the
LGD statement is correct.

In future, please ensure that the figures disclosed in the financial report are accurate.

Reporting guideline activities — not disclosed

Item 21 of the reporting guidelines states that if any activity described within items 10-20 of the
reporting guidelines has not occurred in the reporting period, a statement to this effect must be
included the GPFR or in an officer’s declaration statement.

The notes/officer’s declaration statement contained nil activity information for all prescribed
reporting guideline categories except the following:

o Item 16(b)(ii) - have a payable in respect of legal costs relating to other legal matters

GPO Box 2983, Melbourne VIC 3001
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e Item 17(a) — have a fund or account for compulsory levies, voluntary contributions or
required by the rules of the organisation or branch

e Item 17(b) - transfer to or withdraw from a fund (other than the general fund), asset or
controlled entity

¢ Item 17(c) — have moneys from a fund or account been invested in assets

Should you wish to discuss the matters raised in this letter, or if you require further information
on the financial reporting requirements of the Act, | may be contacted on (03) 9603 0707 or by
email at ken.morgan@roc.gov.au

Yours faithfully

/{%w

KEN MORGAN
Financial Reporting Specialist
Registered Organisations Commission


mailto:ken.morgan@roc.gov.au

Certificate by prescribed designated officer

For the year ended 3@ June 2015
|, Graciete Ferreira, being the President of the Master Builders Association of the ACT, certify:

s That the documents lodged herewith are copies of the fult report of the Master Builders
Association of the ACT for the period ended referred to in 5. 268 of the Fair Work {Registered
Orguanisations) Act 2009; and

¢ That the full report was provided to members of the reporting unit on 16 September 2019;
and

» That the full report was presented to a general meeting of members of the reporting unit on
8 October 2019 in accordance with s. 266 of the Fair Work (Registered Qrganisations) Act
2009.

Signature of prescribed officer; _s= ™ ————=>
&
Name of prescribed officer; GRACIETE FERREIRA

Title of prescribed designated officer: PRESIDENT
Dated: 15 | IC)% 1Y
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Certificate by prescribed designated officer
For the year ended 30 June 2019

|, Graciete Ferreira, being the President of the Master Builders Association of the ACT certify:
e that the documents lodged herewith are copies of the full report for the Master Builders Association of

the ACT for the period ended referred to in s.268 of the Fair Work (Registered Organisations) Act
2009; and

e that the full report was provided to members of the reporting unit on 16 September 2019; and

o that the full report was presented to a meeting of the committee of management of the reporting unit
on 16 September 2019 in accordance with s.266 of the Fair Work (Registered Organisations) Act
2009.

Signature of prescribed designated officer: ...
Name of prescribed designated OffiCer: ...... oo mmemimmpemssnsemmsmsssnmsevsisismssnansssssiomiainss aiisvasios
Title:of preseribed designated OffICer:; ..ususimmi iy T i vy s b e

BIBEEEE o ms B T Rt wem epsnsm eS A SR 8 s S G S A I A

Signature of prescribed designated officer: ................ccocoiiiiiiii
Name of prescribed designated officer: ...
Title of prescribed designated offiCer: ...

T T O T
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RSM

RSM Australia Pty Ltd

Eguinox Building 4, Level 2. 70 Kent Street Deakin ACT 2600

Independent Audit Report to the Members of Master Builders Association of the ACT and its
Controlled Entity

Report on the Audit of the Financial Report
Opinion

| have audited the financial report of Master Builders Association of the ACT and its Controlled Entity (the Group)
which comprises the consolidated statement of financial position as at 30 June 2019, the consolidated statement
of Profit or loss and other comprehensive income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year ended 30 June 2019, notes to the financial statements, including
a summary of significant accounting policies; and the statement by members of the council of management, the
subsection 255(2A) report and the officer declaration statement.

In my opinion, the accompanying financial report presents fairly, in all material aspects, the financial position of
Master Builders Association as at 30 June 2019, and its financial performance and its cash flows for the year
ended on that date in accordance with:

a) the Australian Accounting Standards; and

b) any other requirements imposed by the Reporting Guidelines or Part 3 of Chapter 8 of the Fair Work
(Registered Organisations) Act 2009 (the RO Act).

| declare that management's use of the going concern basis in the preparation of the financial statements of the
reporting unit is appropriate.

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under those standards
are further described in the Auditor's Responsibilities for the Audit of the Financial Report section of my report. |
am independent of the Reporting Unit in accordance with the ethical requirements of the Accounting Professional
and Ethical Standards Board's APES 110 Code of Ethics for Professional Accountants (the Code) that are relevant
to my audit of the financial report in Australia. | have also fulfilled my other ethical responsibilities in accordance
with the Code.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my opinion.
Information Other than the Financial Report and Auditor’s Report Thereon

The Council of Management is responsible for the other information. The other information obtained at the date
of this auditor's report is in the Operating Report accompanying the financial report.

THE POWER OF BEING UNDERSTOOD
AUDIT | TAX | CONSULTING



RSM

My opinion on the financial report does not cover the other information and accordingly | do not express any form
of assurance conclusion thereon.

In connection with my audit of the financial report, my responsibility is to read the other information and, in doing
so, consider whether the other information is materially inconsistent with the financial report or my knowledge
obtained in the audit or otherwise appears to be materially misstated. If, based on the work | have performed, |
conclude that there is a material misstatement of this other information, | am required to report that fact. | have
nothing to report in this regard.

Responsibilities of Council of Management for the Financial Report

The council of management of the reporting unit is responsible for the preparation of the financial report that gives
a true and fair view in accordance with Australian Accounting Standards and the RO Act, and for such internal
control as the Council of Management determine is necessary to enable the preparation of the financial report
that gives a true and fair view and is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the council of management is responsible for assessing the Reporting Unit'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 Council of Management either intend to liquidate the Reporting Unit
or to cease operations, or have no realistic alternative but to do so.

Auditor's Responsibilities for the Audit of the Financial Report

My objective is 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 my opinion. Reasonable
assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance with
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, they could reasonably be
expected to influence the economic decisions of users taken on the basis of the financial report.

As part of an audit in accordance with the Australian Auditing Standards, | exercise professional judgement and
maintain professional scepticism throughout the audit. | also:

e Identify and assess the risks of material misstatement of the financial report, whether due to fraud or error,
design and perform audit procedures responsive to those risks, and obtain audit evidence that is sufficient and
appropriate to provide a basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

¢ Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Reporting Unit's internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates
and related disclosures made by the committee of management.

e Conclude on the appropriateness of the council of management'’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or conditions
that may cast significant doubt on the Reporting Unit's ability to continue as a going concern. If | conclude that
a material uncertainty exists, | am required to draw attention in my auditor’s report to the related disclosures
in the financial report or, if such disclosures are inadequate, to modify my opinion. My conclusions are based
on the audit evidence obtained up to the date of my auditor's report. However, future events or conditions may
cause the Reporting Unit to cease to continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial report, including the disclosures, and
whether the financial report represents the underlying transactions and events in a manner that achieves fair
presentation.



RSM

e Obtain sufficient appropriate audit evidence regarding the financial information of the entities or business
activities within the Reporting Unit to express an opinion on the financial report. | am responsible for the
direction, supervision and performance of the Reporting Unit audit. | remain solely responsible for my audit
opinion.

| communicate with the Council of management regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in internal control that | identify
during my audit.

| declare that | am an auditor registered under the RO Act.

M Australia Pty Ltd

dney Miller
Director

Canberra, Australia Capital Territory
Dated: [L. f}nglcmk;e/ FO\q

Registration number (as registered by the RO Commissioner under the RO Act): AA2017/144



MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2018

Report required under subsection 255(2A)
For the year ended 30 June 2019

The committee of management presents the expenditure report as required under subsection 255(2A) on the
Master Builders Association of the ACT (the "Parent") and its controlled entity (collectively the "Association") for
the year ended 30 June 2019.

2019 2018
$ $

Categories of expenditures

Remuneration and other employment-related costs and expenses -

employee 6,064,145 5,782,006
Advertising 30,5086 38,045
Operating costs 1,856,937 1,912,462
Donations to political parties - -
Legal costs 2,108 12,094

Signature of designated officer; .........
Name and title of designated officer: ..... G:cr:».c;\!::f\c:. .......... ST G T A ce e No—
Dated: \boc\\c\/ ..................................................................

Signature of designated officer: ...

7«:’ ....................................................................................
/ k. [olr et — i LCTOL,

S L2 R A

Name and title of designated offic
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Operating report

For the year ended 30 June 2019

Your Members of the Council of Management present their report on the Master Builders Association of the
ACT (the "Parent") and its controlled entity (collectively the "Association") for the financial year ended 30 June
2019.

Names of committee of management members and period positions held during the financial year

The names of the Members of the Council of Management during the year and to the date of this report are:

Ms Graciete Ferreira (President)

Mr Frank Porreca (Treasurer)

Ms Rosa Josifoski

Mr Marc Roland Resigned 9 October 2018
Mr Stephen Wise

Mr Bryan Leeming

Mr Richard Corver

Mr Peter Middleton Resigned 18 February 2019
Mr Simon Butt Resigned 9 October 2018

Mr Gerard Allen Resigned 9 October 2018

Mr Jack Harris Resigned 9 October 2018

Mr Matthew Rayment Appointed 18 February 2019
Ms Karen Porter Appointed 18 February 2019
Ms Anisha Sachdeva

Mr John Nikolic Appointed 9 October 2019

Mr Valdis Luks Appointed 23 November 2018

Members of the Council of Management have been in Council since the start of the financial year to the date of
this report unless otherwise stated.

Rights of members to resign

As required to be disclosed by the Fair Work (Registered Organisations) Act 2009, and in accordance with Rule
8 of the Association's rule a member may resign from the Association by written notice addressed and delivered
to a person designated for the purpose in the rules of Association.

Trustee or director of trustee company of superannuation entity or exempt public sector
superannuation scheme - $254(2)(d)

No officer, or member of the reporting unit, to the best of our knowledge, holds a position as a trustee or director
of a superannuation entity or exempt public sector superannuation scheme where the criterion for holding such
position is that they are an officer or member of an organisation.

Review of operations

The consolidated profit of the Association amounted to $349,965 (2018: profit of $176,845). The loss of the
parent entity amounted to $23,025 (2018: loss of $70,935).

A review of operations of the Association and its controlled entity during the financial year noted that the
following were contributing factor to the financial performance:

« Higher than anticipated revenues from short course training.

* Lower than anticipated salary and related costs due to a restructure of the Association.
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Operating report (continued)
For the year ended 30 June 2019

Principal activities - s254(2)(9a)

The principal activities of the Association are to promote, protect and advance the interest of its members
engaged in any manner of the construction and building industry within the ACT and its surrounding region by
being a representative body for the building and construction industry.

The Association provides professional services, information and advice including industrial relations advice,
dispute resolution, training (including, but not limited to, business, apprentice and workplace health and safety),
changes to acts and legislation, changes to awards rates and work practices to members of the Association
throughout Australian Capital Territory.

The Association also represents its members at all levels of Government and holds events and seminars
throughout the year to engage and support its membership to connect and network.

The controlled entity of the Association, MBA Group Training Limited, engages in Registered Training
Organisation (RTO) and Group Training Organisation (GTO) activities including hiring, placing and training of
apprentices. The education and training of apprentices is essential in the continued growth, development and
success of the construction and building industry in the ACT through educating the future trades people in the
ACT and the surrounding region.

MBA Group Training Limited also undertakes short course training for the wider building industry to train and
maintain skills for the broader community which engages with the construction and building industry in the ACT.

Results of principal activities
The Association has expanded short course training this year, including workplace health and safety (WH&S)
and asbestos training. The Association continues to undertake all aspects of the services listed above.

Significant changes in the state of financial affairs - s254(2)(b)

Apart from the changes listed in the review of operations, no significant changes in the Association's state of
financial affairs occurred during the financial year.

Significant changes in nature of principal activities - s254(2)(a)
There were no significant changes in the nature of the Association's principal activities during the financial year.

Significant events after the reporting period
At the time of signing this report, no matter or circumstances have arisen since the end of the financial year

which significantly affected or may significantly affect the operations of the Association, the results of those
operations, or the state of affairs of the Association in future financial years.

Likely developments and expected results of operations
The Association expects to maintain the present status and level of operations. Likely developments in the
operations of the Association and the expected results of those operations in future financial years have not

been included in this report as the inclusion of such information is likely to result in unreasonable prejudice to
the Association.

Environmental regulation

The Association's operations are not regulated by any significant environmental regulation under a law of the
Commonwealth or of a state or territory.

Number of members

The number of persons who, at the end of the financial year were recorded on the Register of Members was
1,094 (2018: 1,100).
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Operating report
For the year ended 30 June 2019

Number of employees
The number of persons who were, at the end of the financial year employees of the Association was 19
(2018:18), measured on a fill equivalent basis.

Signed in accordance with a resolution of the Members of the Council of Management.

Signature of designated OffiCer: ....... . o T et bbb e st b
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Statement by Members of the Council of Management

On the 16 September 2019, the Members of the Council of Management of the Master Builders Association of
the ACT passed the following resolution in relation to the General Purpose Financial Report (GPFR) for the year
ended 30 June 2019:

We, G Ferreira and F Porreca being two members of the Council of Management of the Master Builders
Association of the ACT, do state on behalf of the Council that in the opinion of the Council:

1)

2)

3)

5)

The financial statements and notes comply with the Australian Accounting Standards, mandatory
professional reporting requirements and other authoritative pronouncement of the Australian
Accounting Standard Board,;

The financial statements and notes comply with any other requirements imposed by the Reporting
Guidelines or Part 3 of Chapter 8 of the Fair Work (Registered Organisations) Act 2009 (the RO Act);

The financial statements and notes give a true and fair value of the financial performance, financial

position and cash flows of the Association and its controlled entity for the financial year to which they
relate;

There are reasonable grounds to believe that the Association will be able to pay its debts as and when
they fall due; and

During the financial year to which the financial report relates and since the end of that year:

()  meetings of the Council were held in accordance with rules of the organisation including
the rules of the branch concerned; and

(ii) the financial affairs of the Association have been managed in accordance with rules of the
organisation including the rules of the branch concerned; and

(i) the financial records of the Association have been kept and maintained in accordance with
the Fair Work (Registered Organisations) Act 2009; and

(iv)  where the organisation consists of two or more reporting units, the financial records of the
reporting unit have been kept, as far as practicable, in a consistent manner with each of
the other reporting units of the organisation; and

(v)  where information has been sought in any request by a member of the reporting unit or
Commissioner duly made under section 272 of the RO Act has been provided to the
member or Commissioner; and

(vi)  where any order for inspection of financial records has been made by the Fair Work
Commission under section 273 of the RO Act, there has been compliance

This declaration is made in accordance with a resolution of the Members of the Council of Management.

Page 11 of 45



MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
FOR THE YEAR ENDED 30 JUNE 2019

Signature of designated officer: ..... = e

Name and title of designated officer: Grcx.c:.\cf\;‘:&rﬂ:;\fﬁ\ ..... - Dicc o~
Dated: ... A& @ R N A e
Signature:of designated offiCer:...... 4.2/l mimsmmmisis s
Name and title of designated officer: . //..-7&At /e (ors e 7o, T I REETOL
Dated: /J”?/7 .........................................................................................................
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY

STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

FOR THE YEAR ENDED 30 JUNE 2019

Consolidation Parent
2019 2018 2019 2018
Note $ $ $ $
Revenue
Membership subscription 1,083,755 942,722 1,083,755 942,722
Capitation fees and other
revenue from another reporting
unit = & - =
Levies - = 2 =
Investment income 3A 71,710 52,500 45,509 37,073
Rental revenue 3B 45,904 55,800 275,904 280,800
Other revenue 3C 8,316,677 7,862,344 2,690,508 2,279,292
Total revenue 9,518,046 8,913,366 4,095,676 3,539,887
Other income
Grants and/or donations 3D 380,620 335,750 - -
Net gains from sale of assets 3E 7,955 46,226 - 45,191
Total other income 388,575 381,976 - 45,191
Total income 9,906,621 9,295,342 4,095,676 3,585,078
Expenses
Employee expense 4A (6,064,145) (5,782,006) (2,317,748) (1,867,345)
Capitation fees and other
expenses to another reporting
unit - - - -
Affiliation fees - - - -
Administration expenses 4B (1,269,562) (1,050,480) (466,089) (350,885)
Grants or donations 4C (3,588) (12,444) (3,588) (12,444)
Depreciation and amortisation 4D (276,092) (306,936) (232,468) (263,027)
Finance costs 4E (21,874) (18,711) (8,549) (5,081)
Legal fees 4F (2,108) (12,094) (2,108) (12,094)
Audit fees (31,844) (85,916) (20,812) (23,690)
Other expenses 4G (1,887,443) (1,849,910) (1,067,339) (1,121,447)
Surplus (deficit) for the year 349,965 176,845 (23,025) (70,935)
Other comprehensive income 834,161 - 834,161 -
Total comprehensive income for the year 1,184,126 176,845 811,136 (70,935)

The above statement of profit or loss and other comprehensive income should be read in conjunction with the
accompanying notes
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
STATEMENT OF FINANCIAL POSITION
AS AT 30 JUNE 2019

Assets

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Prepayments

Total current assets

Non-current assets

Property, plant and equipment
Intangibles assets

Other financial assets

Total non-current assets
Total assets

Liabilities

Current liabilities
Trade payables

Other payables
Employee provisions
Total current liabilities

Non- current liabilities
Employee provisions

Total non-current liabilities
Total liabilities

Net assets

Equity
Retained earnings
Asset revaluation reserve

Total equity

Note

5A
5B

6A
6B
6C

7A
7B
8A

8A

Consolidation Parent
2019 2018 2019 2018

$ $ $ $
4,185,678 3,980,027 2,366,326 2,488,472
1,163,897 963,077 173,030 289,930
2,517 2,225 2,517 2,225
47,717 32,518 22,997 20,348
5,399,809 4,977,847 2,564,870 2,800,975
9,308,381 8,618,849 9,227,467 8,532,429
63,007 12,465 50,932 12,465
120,000 120,000 120,000 120,000
9,491,388 8,751,314 9,398,399 8,664,894
14,891,197 13,729,161 11,963,269 11,465,869
595,840 763,666 267,384 602,253
668,371 597,313 359,103 385,711
337,936 288,392 86,612 67,779
1,602,147 1,649,371 713,099 1,055,743
50,173 25,040 43,269 14,360
50,173 25,040 43,269 14,360
1,652,320 1,674,411 756,368 1,070,103
13,238,877 12,054,750 11,206,901 10,395,766
11,705,081 11,355,116 9,673,107 9,696,132
1,533,795 699,634 1,533,795 699,634
13,238,876 12,054,750 11,206,902 10,395,766

The above statement of financial position should be read in conjunction with the accompanying notes
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2019

Asset
revaluation Retained Total
reserve earnings equity
$ $ $

Consolidated
Balance as at 1 July 2017 699,634 11,178,271 11,877,905
Surplus / (deficit) - 176,845 176,845
Balance as at 30 June 2018 699,634 11,355,116 12,054,750
Surplus / (deficit) 834,161 349,965 1,184,126
Balance as at 30 June 2019 1,533,795 11,705,081 13,238,876
Parent
Balance as at 1 July 2017 699,634 9,767,067 10,466,701
Surplus / (deficit) - (70,935) (70,935)
Balance as at 30 June 2018 699,634 9,696,132 10,395,766
Surplus / (deficit) 834,161 (23,025) 811,136
Balance as at 30 June 2019 1,533,795 9,673,107 11,206,902

The above statement of changes in equity should be read in conjunction with the accompanying notes.
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2019

Consolidation Parent
2019 2018 2019 2018
Note $ $ $ $
CASH FLOWS FROM
OPERATING ACTIVITIES
Receipts from customers 10,593,341 9,973,564 4,569,143 3,263,209
Payments to suppliers and
employees (10,285,351)  (9,535,704) (4,604,985) (3,164,041)
Interest received 71,710 52,500 45,509 37,073
Net cash from/(used in)
operating activities 10 379,700 490,360 9,667 136,241
CASH FLOWS FROM
INVESTING ACTIVITIES
Purchase of property, plant and
equipment (124,587) (128,209) (87,180) (114,224)
Proceeds from sale of property,
plant and equipment 7,955 110,884 - 92,884
Purchase of intangible assets (57,417) - (44,632) -
Net cash from/(used in)
investing activities (174,049) (17,325) {11.812) (21,340)
Net increase/(decrease) in cash
held 205,651 473,035 (122,146) 114,901
Cash at the beginning of the
financial year 3,980,027 3,506,992 2,488,472 2,373,571
Cash at the end of the financial
year 5A 4,185,678 3,980,027 2,366,326 2,488,472

The above statement of cash flows should be read in conjunction with the accompanying notes.
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2019

General information

The consolidated financial statements cover the Master Builders Association of the ACT (the “parent”) and its
Controlled Entity (MBA Group Training Limited), collectively the “Association”, and the separate financial
statements cover the Master Builders Association of the ACT as an individual parent entity.

The nature of the operations and principal activities of the Association are described in the operating report.

Note 1. Summary of significant accounting policies
1.1 Basis of preparation of the financial statements

The financial statements are general purpose financial statements and have been prepared in accordance
with Australian Accounting Standards and Interpretations issued by the Australian Accounting Standards
Board (AASB) that apply for the reporting period, and the Fair Work (Registered Organisation) Act 2009.
For the purpose of preparing the general purpose financial statements, the Association is a not-for-profit
entity.

The financial statements have been prepared on an accrual basis and in accordance with the historical
cost, except for certain assets and liabilities measured at fair value, as explained in the accounting policies
below. Historical cost is generally based on the fair values of the consideration given in exchange for
assets. Except where stated, no allowance is made for the effect of changing prices on the results or the
financial position. The financial statements are presented in Australian dollars.

1.2 Comparative amounts

When required by Accounting Standards, comparative figures have been adjusted to conform to
changes in presentation for the current financial year.

The prior year comparatives have been adjusted to conform to the changes in presentation for the
current financial year.

1.3 Significant accounting judgements and estimates

The following accounting assumptions or estimates have been identified that have a significant risk of

causing a material adjustment to the carrying amounts of assets and liabilities within the next reporting
period.

Provision for impairment of receivables

The provision for impairment of receivables assessment requires a degree of estimation and judgement.
The level of provision is assessed by taking into account the recent sales experience, the ageing of
receivables, historical collection rates and specific knowledge of the individual debtor's financial position.

Fair value measurement hierarchy

The Association is required to classify all assets and liabilities, measured at fair value, using a three level
hierarchy, based on the lowest level of input that is significant to the entire fair value measurement, being:
Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Association
can access at the measurement date; Level 2: Inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly or indirectly; and Level 3: Unobservable inputs for
the asset or liability. Considerable judgement is required to determine what is significant to fair value and
therefore which category the asset or liability is placed in can be subjective.

The fair value of assets and liabilities classified as level 3 is determined by the use of valuation models.
These include discounted cash flow analysis or the use of observable inputs that require significant
adjustments based on unobservable inputs.
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MASTER BUILDERS ASSOCIATION OF THE ACT AND ITS CONTROLLED ENTITY
NOTES TO THE FINANCIAL STATEMENTS
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Note 1. Summary of significant accounting policies (continued)
1.3 Significant accounting judgements and estimates (continued)

Estimation of useful lives of assets

The Association determines the estimated useful lives and related depreciation and amortisation charges
for its property, plant and equipment and finite life intangible assets. The useful lives could change
significantly as a result of technical innovations or some other event. The depreciation and amortisation
charge will increase where the useful lives are less than previously estimated lives, or technically obsolete
or non-strategic assets that have been abandoned or sold will be written off or written down.

Employee benefits provision

As discussed in note 1, the liability for employee benefits expected to be settied more than 12 months
from the reporting date are recognised and measured at the present value of the estimated future cash
flows to be made in respect of all employees at the reporting date. In determining the present value of the
liability, estimates of attrition rates and pay increases through promotion and inflation have been taken
into account

1.4 New Australian Accounting Standards
Adoption of New Australian Accounting Standard requirements

No accounting standard has been adopted earlier than the application date stated in the standard.
Impact on adoption of AASB 9
(a) Initial application

AASB 9 Financial Instruments (AASB 9) replaces AASB139 Financial Instruments: Recognition and
Measurement (AASB 139) for annual periods beginning on or after 1 January 2018, bringing together all
three aspects of the accounting for financial instruments: classification and measurement; impairment;
and hedge accounting.

The Association has applied AASB 9 retrospectively, with an initial application date of 1 July 2018. The
Association has not restated the comparative information, which continues to be reported under AASB
139. Differences arising from the adoption of AASB 9 have been recognised directly in opening retained
earnings and other components of equity as at 1 July 2018.

The nature and effect of the changes as a result of adoption of AASB 9 are as follows:
Impact on the statement of financial position (increase/(decrease)):

Ref 1 July 2018

adjustments $
Classification and measurement (i) .
Impairment (i) 3

Other adjustments .
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Note 1. Summary of significant accounting policies (continued)

1.4 New Australian Accounting Standards (continued)

Ref 1 July 2018

adjustments $

Assets
Trade and other receivables (i) -
Investments in associates -
Other non-current assets (ii) -
Total assets
Total adjustments on equity

Retained earnings (i), (i) -

Other components of equity (i), (ii) -

The nature of these adjustments are described below.
(i) Classification and measurement

Under AASB 9, debt instruments are subsequently measured at fair value through profit or loss, amortised
cost, or fair value through OCI. The classification is based on two criteria: the Association's business
model for managing the assets; and whether the instruments’ contractual cash flows represent ‘solely
payments of principal and interest' on the principal amount outstanding.

The assessment of the Association’s business model was made as of the date of initial application, 1 July
2018. The assessment of whether contractual cash flows on debt instruments are solely comprised of
principal and interest was made based on the facts and circumstances as at the initial recognition of the
assets.

The classification and measurement requirements of AASB 9 did not have a significant impact to the
Association.

e Trade receivables and other non-current financial assets (i.e., Loan to a related party) previously
classified as loans and receivables are held to collect contractual cash flows and give rise to cash

flows representing solely payments of principal and interest. These are now classified and
measured as debt instruments at amortised cost.

¢ Where applicable, quoted debt instruments previously classified as available-for-sale (AFS)
financial assets are now classified and measured as debt instruments at fair value through OCI
as they failed the SPPI test.

o Where applicable, equity investments in non-listed companies previously classified as AFS
financial assets are now classified and measured as equity instruments designated at FVTOCI.
The Association elected to classify irrevocably its non-listed equity investments under this
category as it intends to hold these investments for the foreseeable future. There were no
impairment losses recognised in profit or loss for these investments in prior periods.

« \Where applicable, listed equity investments previously classified as AFS financial assets are now
classified and measured as financial assets at fair value through profit or loss.
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Note 1. Summary of significant accounting policies (continued)
1.4 New Australian Accounting Standards (continued)

As a result of the change in classification of the Associations listed equity investments, the AFS reserve
of $nil related to those investments that were previously presented under accumulated OCI, was
reclassified to retained earnings as at 1 July 2018. The remaining amount of available for sale reserve of
$nil was renamed to the fair value reserve for financial assets at FVTOCI.

The Association not designated any financial liabilities as at fair value through profit or loss. There are no
changes in classification and measurement for the Association’s financial liabilities.

In summary, upon adoption of AASB 9, the Association applied the following required or elected
reclassifications:

1 July 2018 AASB 9 measurement category
Fair value

through Fair value

profitor  Amortised through

loss cost ocCl

$ $ $ $

AASB 139 measurement category -
Loans and receivables

Trade receivables B - - -
Available for sale

Non-current assets held for sale - - - -

*The change in carrying amount is a result of additional impairment allowance. See discussion on
impairment below.

(ii) Impairment loss

The adoption of AASB 9 has fundamentally changed the Association’s accounting for impairment losses
for financial assets by replacing AASB 139's incurred loss approach with a forward-looking ECL approach.
AASB 9 requires the association to recognise an allowance for ECLs for all debt instruments not held at
fair value through profit or loss and contract assets, i.e. those held at amortised cost and at FVTOCI.

There was no material additional impairment on the trade receivables as at 1 July 2018.
Future Australian Accounting Standards Requirements

New standards, amendments to standards or interpretations that were issued prior to the sign-off date
and are applicable to future reporting periods that are expected to have a future financial impact on the
Association include:

AASB 16 Leases (AASB 16)

AASB 16 was issued in January 2016 and it replaces AASB 117 Leases, AASB Interpretation 4
Determining whether an Arrangement contains a Lease, AASB Interpretation-115 Operating Leases-
Incentives and AASB Interpretation 127 Evaluating the Substance of Transactions Involving the Legal
Form of a Lease.

For NFP entities, AASB 16 will commence from financial years beginning on or after 1 January 2019.
Either a full retrospective application or a modified retrospective application is required for AASB 16. The
Association plans to adopt AASB 16 on the required effective date 1 July 2019 of using modified
retrospective method.
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Note 1. Summary of significant accounting policies (continued)
1.4 New Australian Accounting Standards (continued)

AASB 16 sets out the principles for the recognition, measurement, presentation and disclosure of leases
and requires lessees to account for all leases under a single on-balance sheet model similar to the
accounting for finance leases under AASB 117. The standard includes two recognition exemptions for
lessees — leases of 'low-value’ assets (e.g., personal computers) and short-term leases (i.e., leases with
a lease term of 12 months or less). At the commencement date of a lease, a lessee will recognise a liability
to make lease payments (i.e., the lease liability) and an asset representing the right to use the underlying
asset during the lease term (i.e., the right-of-use asset). Lessees will be required to separately recognise
the interest expense on the lease liability and the depreciation expense on the right-of-use asset.

Lessees will be also required to remeasure the lease liability upon the occurrence of certain events (e.g.,
a change in the lease term, a change in future lease payments resulting from a change in an index or rate
used to determine those payments). The lessee will generally recognise the amount of the re-
measurement of the lease liability as an adjustment to the right-of-use asset.

Lessor accounting under AASB 16 is substantially unchanged from today's accounting under AASB 117.
Lessors will continue to classify all leases using the same classification principle as in AASB 117 and
distinguish between two types of leases: operating and finance leases.

During the financial year ended 30 June 2019, the Association performed a preliminary assessment of
AASB 16 and the impact of the adoption is not expected to be material.

AASB 1058 Income of Not-for-Profit Entities (AASB 1058) and AASB 15 Revenue from Contracts
with Customers (AASB 15)

AASB 1058 clarifies and simplifies the income recognition requirements that apply to not-for-profit (NFP)
entities in conjunction with AASB 15. AASB 1058 and AASB 15 supersede all the income recognition
requirements relating to private sector NFP entities, and the majority of income recognition requirements
relating to public sector NFP entities, previously in AASB 1004 Contributions.

For NFP entities, both AASB 1058 and 15 will commence from financial years beginning on or after 1
January 2019. Either a full retrospective application or a modified retrospective application is required for
AASB 15. The Association plans to adopt AASB 15 on the required effective date 1 July 2019 of using
modified retrospective method.

During the financial year ended 30 June 2019, the association performed a preliminary assessment of
AASB 1058 and 15 and the impact of the adoption is not expected to be material.

1.5 Investment in joint ventures

A joint venture is a type of joint arrangement whereby the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint control is the contractually agreed sharing of control

of an arrangement, which exists only when decisions about the relevant activities require unanimous
consent of the parties sharing control.

The results and assets and liabilities of its joint ventures are incorporated in these financial statements
using the equity method of accounting, except when the investment is classified as held for sale, in which
case it is accounted for in accordance with AASB 5 Non-current Asset Held for Sale and Discontinued
Operations. Under the equity method, an investment in a joint venture is initially recognised in the
statement of financial position at cost and adjusted thereafter to recognise the share of the profit or loss
and other comprehensive income of the joint venture. When the share of losses of the joint venture
exceeds the interest in the joint venture, the Association discontinues recognising its share of further
losses. Additional losses are recognised only to the extent that it has incurred legal or constructive
obligations or made payments on behalf of the joint venture.
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Note 1. Summary of significant accounting policies (continued)
1.6 Principles of consolidation

The consolidated financial statements incorporate the assets and liabilities of all subsidiaries of Master
Builders Association of the ACT as at 30 June 2019 and the results of a subsidiary for the year then ended.

Subsidiaries are all those entities over which the Association has control. The Association controls an
entity when the Association is exposed to, or has rights to, variable returns from its involvement with the
entity and has the ability to affect those returns through its power to direct the activities of the entity.
Subsidiaries are fully consolidated from the date on which control is transferred to the Association. They
are de-consolidated from the date that control ceases.

Intercompany transactions, balances and unrealised gains on transactions between entities in the
Association are eliminated. Unrealised losses are also eliminated unless the transaction provides
evidence of the impairment of the asset transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies adopted by the Association.

Where the Association loses control over a subsidiary, it derecognises the assets including goodwill,
liabilities and non-controlling interest in the subsidiary together with any cumulative translation differences
recognised in equity. The Association recognises the fair value of the consideration received and the fair
value of any investment retained together with any gain or loss in profit or loss.

1.7 Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable.

Revenue from subscriptions is accounted for on an accrual basis and is recorded as revenue in the year
to which it relates.

Revenue from the sale of goods is recognised when, the risks and rewards of ownership have been
transferred to the buyer, the Association retains no managerial involvement or effective control over the
goods, the revenue and transaction costs incurred can be reliably measured, and it is probable that the
economic benefits associated with the transaction will flow to the Association.

Donation income is recognised when it is received.

Receivables for goods and services, which have 30 day terms, are recognised at the nominal amounts
due less any loss allowance due to expected credit losses at each reporting date. A provision matrix that
is based on historical credit loss experience, adjusted for forward-looking factors specific to the debtors
and the economic environment has been established.

Interest revenue is recognised on an accrual basis using the effective interest method.

Rental revenue from operating leases is recognised on a straight-line basis over the term of the relevant
lease.

1.8 Gains
Sale of assets

Gains and losses from disposal of assets are recognised when control of the asset has passed to the
buyer.

1.9 Capitation fees and levies

Capitation fees and levies are recognised on an accrual basis and recorded as a revenue and/or expense
in the year to which it relates.
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Note 1. Summary of significant accounting policies (continued)
1.10 Employee benefits

A liability is recognised for benefits accruing to employees in respect of wages and salaries, annual leave,
long service leave and termination benefits when it is probable that settlement will be required and they
are capable of being measured reliably.

Liabilities for short-term employee benefits (as defined in AASB 119 Employee Benefits) and termination
benefits which are expected to be settled within twelve months of the end of reporting period are measured
at their nominal amounts. The nominal amount is calculated with regard to the rates expected to be paid
on settlement of the liability.

Other long-term employee benefits which are expected to be settled beyond twelve months are measured
as the present value of the estimated future cash outflows to be made by the association in respect of
services provided by employees up to reporting date.

Payments to defined contribution retirement benefit plans are recognised as an expense when employees
have rendered service entitling them to the contributions.

Provision is made for separation and redundancy benefit payments. The Association recognises a
provision for termination as part of a broader restructuring when it has developed a detailed formal plan
for the terminations and has informed those employees affected that it will carry out the terminations. A
provision for voluntary termination is recognised when the employee has accepted the offer of termination.

1.11 Cash

Cash is recognised at its nominal amount. Cash and cash equivalents includes cash on hand, deposits
held at call with bank, other short-term highly liquid investments with original maturity of 3 months or less
that are readily convertible to known amounts of cash and subject to insignificant risk of changes in value
and bank overdrafts. Bank overdrafts are shown within short-term borrowings in current liabilities on the
statement of financial position.

1.12 Financial Instruments

Financial assets and financial liabilities are recognised when the Association entity becomes a party to
the contractual provisions of the instrument.

1.13 Financial assets
Initial recognition and measurement

Financial assets are classified, at initial recognition, and subsequently measured at amortised cost, fair
value through other comprehensive income (OCI), or fair value through profit or loss.

The classification of financial assets at initial recognition depends on the financial asset's contractual cash
flow characteristics and the association’s business model for managing them. With the exception of trade
receivables that do not contain a significant financing component, the association initially measures a
financial asset at its fair value plus, in the case of a financial asset not at fair value through profit or loss,
transaction costs.

In order for a financial asset to be classified and measured at amortised cost or fair value through OCI, it
needs to give rise to cash flows that are ‘solely payments of principal and interest' (SPPI) on the principal

amount outstanding. This assessment is referred to as the SPPI test and is performed at an instrument
level.

The Association's business model for managing financial assets refers to how it manages its financial
assets in order to generate cash flows. The business model determines whether cash flows will result
from collecting contractual cash flows, selling the financial assets, or both.
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1.13 Financial assets (continued)
Purchases or sales of financial assets that require delivery of assets within a time frame established by
regulation or convention in the market place (regular way trades) are recognised on the trade date, i.e.,
the date that the Association commits to purchase or sell the asset.
Subsequent measurement

For purposes of subsequent measurement, financial assets are classified in five categories:
e (Other) financial assets at amortised cost
e (Other) financial assets at fair value through other comprehensive income
e [nvestments in equity instruments designated at fair value through other comprehensive income
e (Other) financial assets at fair value through profit or loss

e (Other) financial assets designated at fair value through profit or loss
Financial assets at amortised cost
The Association measures financial assets at amortised cost if both of the following conditions are met:

 The financial asset is held within a business model with the objective to hold financial assets in
order to collect contractual cash flows and

e The contractual terms of the financial asset give rise on specified dates to cash flows that are
solely payments of principal and interest on the principal amount outstanding

Financial assets at amortised cost are subsequently measured using the effective interest (EIR) method
and are subject to impairment. Gains and losses are recognised in profit or loss when the asset is
derecognised, modified or impaired.
The Association's financial assets at amortised cost includes trade receivables and loans to related parties.
Derecognition
A financial asset is derecognised when:
e The rights to receive cash flows from the asset have expired or
e The Association has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under a
‘pass-through' arrangement; and either:

a) the Association has transferred substantially all the risks and rewards of the asset, or

b) the Association has neither transferred nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

When the Association has transferred its rights to receive cash flows from an asset or has entered into a
pass-through arrangement, it evaluates if, and to what extent, it has retained the risks and rewards of
ownership.

When it has neither transferred nor retained substantially all of the risks and rewards of the asset, nor

transferred control of the asset, the association continues to recognise the transferred asset to the extent
of its continuing involvement together with associated liability.
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1.13 Financial assets (continued)
Offsetting

Financial assets and financial liabilities are offset and the net amount is reported in the statement of
financial position if there is a currently enforceable legal right to offset the recognised amounts and there
is an intention to settle on a net basis, to realise the assets and settle the liabilities simultaneously.

Impairment
(i) Trade receivables

For trade receivables that do not have a significant financing component, the association applies a
simplified approach in calculating expected credit losses (ECLs) which requires lifetime expected credit
losses to be recognised from initial recognition of the receivables.

Therefore, the Association does not track changes in credit risk, but instead recognises a loss allowance
based on lifetime ECLs at each reporting date. The association has established a provision matrix that is

based on its historical credit loss experience, adjusted for forward-looking factors specific to the debtors
and the economic environment.

(ii) Debt instruments other than trade receivables

For all debt instruments other than trade receivables and debt instruments not held at fair value through
profit or loss, the Association recognises an allowance for expected credit losses using the general
approach. ECLs are based on the difference between the contractual cash flows due in accordance
with the contract and all the cash flows that the Association expects to receive, discounted at an
approximation of the original effective interest rate.

ECLs are recognised in two stages:

» Where there has not been a significant increase in credit risk since initial recognition, ECLs are
provided for credit losses from possible default events within the next 12-months (a 12-month
ECL).

* Where there has been a significant increase in credit risk since initial recognition, a loss allowance
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