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President’s message

Looking back over the Institute’'s 78-year
history, it is amazing to see how much
our profession has advanced. Changing
societal demands, new technological
developments and an evolving global
environment have impacted all levels

of business and caused a shift in the
Institute’s core function.

We have seen the skill set of Chartered
Accountants expand from the traditional
services of accounting, auditing and taxation
into new disciplines, such as financial planning,
forensic accounting and business valuation, let
alone the significant senior management,
board and chairing roles our members hold.

Our diversity continues to expand, with 42 per
cent of members now working in commerce
and 39 per cent in public practice at locations
throughout Australia and in 114 countries around
the world (see page 5). Our remaining members
fill positions in government, academia and
elsewhere. At the same time, the responsibility
for setting accounting and auditing standards
has shifted to the government following the
establishment of the Financial Reporting
Council in 2001.

Today, the Institute’s focus is to lead the
profession by enhancing and promoting the
reputation and role of Chartered Accountants
and ensuring the highest professional quality
of current and future members for the benefit of
the business community and the public interest.
However, inconsistencies and conflicts within
our legislative and regulatory systems continue
to cause significant and costly disruptions for
Chartered Accountants and the organisations
they service.
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The rate of regulatory change: Of the 88 major regulatory initiatives in the past 81 years, 56 have occurred in the past 20 years.
That's a five-fold increase from less than one regulatory change every two years to almost six every two years since 1986.
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Maintaining our relevance: In light of this changing regulatory landscape, where the Government has largely taken over the
profession’s role in setting and enforcing accounting and auditing standards, the Institute has evolved to become a vanguard
for the profession, working to enhance and promote the reputation and role of Chartered Accountants and ensure the highest

professional quality of our current and future members.
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A global presence
Chartered Accountants
have cemented their

place in the engine

room of the global
economy, with members
located in more than 114
countries around the world.

As this span continues

to spread, the Institute is

increasing its global presence,

most recently through its founding

role in the establishment of the Global
Accounting Alliance. With a 700,000-strong
membership, this alliance brings together the
nine leading professional accounting bodies
around the world, including Australia,

the United States, New Zealand, Canada,
South Africa, Ireland, Scotland, Hong Kong
and England and Wales.
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Contents

Strategic plan

Vision: Leading the profession

Core purpose:

Highlights

Global positioning

> Playing a founding role in the formation of
the Global Accounting Alliance, representing
some 700,000 professional members from
the nine leading professional accounting
bodies around the world (page 7).

Relevance to members and stakeholders

> Maintenance of high quality, targeted
communications to members through the
distribution of our highly regarded technical
newsletters, e-bulletins, and Charter (page 9)

> Holding a total of 1,051 member and
candidate events around the country, including
Training & Development conferences and
seminars, and careers marketing and
member service events (page 9)

> Delivery of key products for members,
including the accounting and auditing
handbooks, Practice structure guide,
Succession planning toolkit and Audlitor
independence toolkit (pages 9-10).

Leadership and competitive positioning

> Achievement of a number of lobbying wins
across taxation, superannuation and AIFRS
(page 11)

> Driving the profession forward through the
launch of three thought leadership papers
(page 13)

> Launch of our ‘Number one in numbers’
advertising campaign, which increased
brand awareness in the student market by
more than 15 per cent (page 11).

Growth to ensure a sustainable future

> Reaccreditation of our postgraduate
accounting program as the Graduate
Diploma of Chartered Accounting, making
the Institute the largest higher education
provider of accounting qualifications in
Australia (page 15)

> Growth in new enrolments to our
Chartered Accountants Program up
by more than 13 per cent (page 14)

> Fast tracking changes to the Chartered
Accountants Program, including the
introduction of four new technical modules
and a new business and ethics application
module, new timetable, introduction
of exemptions for in-house training and
work towards a broader entry pathway
(pages 14-15).

Changing and evolving role

> Development of a clear and comprehensive
strategic plan (page 16)

> Implementation of recommendations
from a major governance review (page 16)

> Review of strategy, operations and capability
of our technology systems, including the
delivery of online membership and voting
(page 16).

People and culture

> Continued implementation of the Institute's
organisational values to ensure a strong
constructive culture within the Institute
(page 17).

Through its leadership, the Institute of Chartered Accountants in Australia enhances and promotes the reputation and role of
Chartered Accountants, both individually and collectively, and ensures the highest professional quality of its current and future
members, for the benefit of the business community and the public interest.

Organisational values:
P lay it Straight

R espect Builds Success
I mprove and Innovate
D eliver to Win Together
E xpect the Best

The Institute of Chartered Accountants in Australia will be:
> A visionary organisation with respected thought leadership and key business partners

> Setting the benchmark for the highest ethical and educational standards

> Providing a Chartered Accountants brand which is the passport for total career success

> Representing and leading the profession nationally and influencing regionally and globally.
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Global positioning

‘The Chartered Accountant designation has
helped me earn a seat at the table in today's
global marketplace — from the senior management
forums of ANZ, to the Board of ING Australia,

to the Standards Advisory Committee of the
International Accounting Standards Board.’

Judith Downes CA
Chief Financial Officer & Chief Operating Officer
Institutional, ANZ

We operate in an evolving global marketplace that offers tremendous opportunities for businesses that embrace change,
but threatens weak performance for those that do not. The Institute is committed to engage with these opportunities by
thinking globally and acting locally to better service the interests of members and the Australian business community —

a community that has already proved its readiness to compete in a global market.

Thinking globally, acting locally

The Chartered Accountants Program is one of
the most rigorous postgraduate accounting
qualifications in the world. As the only
professional accounting designation accredited
as a higher education graduate diploma in
Australia and among the major accounting
institutes around the world, it is well regarded
both at home and in global capital markets.
This puts our members in a unique position,
with strong demand for Australian Chartered
Accountants spread far and wide — from
Australian-based organisations to international
businesses in the major commercial centres
around the world.

A presence on the international stage

In October 2005, the Institute was a key
sponsor of the International Financial Reporting
Standards Regional Policy Forum. The forum
was an initiative of the Trans-Tasman
Accounting Standards Advisory Group,
which was established by the Australian and
New Zealand governments to explore ways for
greater cooperation in relation to accounting
standards between the two countries. The
forum attracted more than 60 representatives
from accounting standard setting and
oversight bodies, professional accounting
bodies, central banks and government officials
in the Asia-Oceania region. This comes at an
important time, with the International
Accounting Standards Board's (IASB) new
constitution — which has increased the number
of Asia-Oceania trustee positions from four
to six — now in effect.

The Institute is also well represented on the
international front, with members on the
International Federation of Accountants
(IFAC) Board and key committees, including:

> Professional Accountants
in Business Committee

> International Accounting Education
Standards Board

> International Auditing and Assurance Board

> International Ethics Standards Board
for Accountants

> International Public Sector Accounting
Standards Board.

The Institute is also represented on the
International Financial Reporting Interpretations
Committee (IFRIC), the Standards Advisory
Committee (SAC) and the International
Innovation Network.

Australian and New Zealand partnership
To better service our members based abroad,
in 2004 the Institute entered into a strategic
partnership with the New Zealand Institute
of Chartered Accountants to pilot initiatives
to support our growing list of overseas
members and gain economies of scale across
relevant products and services.

The partnership’s biggest achievement

was its founding role in forming the Global
Accounting Alliance (GAA). Other
achievements included a project trialled in
Melbourne to link New Zealand Chartered
Accountants with their Australian counterparts.
So far the results have been positive, and the
Institute is now expanding this program
across the GAA.

Global Accounting Alliance

The GAA brings together the nine pre-eminent
professional accounting member bodies in
Australia, the United States, New Zealand,
Canada, South Africa, Ireland, Scotland,
Hong Kong and England and Wales. We are
well represented, with former Institue CEO,
Stephen Harrison as the GAA CEO, the New
Zealand Institute’s CEO, Garry Muriwai as
the chairperson and our current CEQ,
Graham Meyer, a founding board member.

Established in May 2006, the alliance aims

to develop a global approach to the standards,
ethics, operation and growth of the profession
in major capital markets. It cements the
Institute’s position as Australia’s leading
accounting body and provides a powerful
vehicle to promote the growth of the
profession internationally.

It connects the Institute to a group committed
to thought leadership, research and advocacy
in accounting and business. This aligns with
the Institute’s strategic plan and enhances
our ability to share in the world’s best thinking
on these issues. The Institute can also
participate in the unified relationships the
GAA builds with global regulators.

Membership of the GAA also increases the
Institute’s ability to support its members in
overseas markets through invitations to
networking opportunities, training and
development and access to websites and
publications — all at member rates — therefore
providing members with a professional
'home away from home'.
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‘Staying abreast of the myriad of
regulatory changes impacting the
profession can be a challenge at the
best of times. The Institute’s In-House
training offered a viable solution —
enhancing our peoples’ understanding
of the audit process and deepening
their understanding of AIFRS.

Josephine Stevens FCA

Director

Financial Remediation — Inventory
Department of Defence

Relevance to members and stakeholders

The Chartered Accountant designation is a qualification for life. From big
business, academia and government to partnerships across small, medium
and Big 4 practices, the CA that follows members’ names offers a stamp of
integrity for the millions of people they service. It demonstrates a technical
competence and professional credibility that is continually reinforced

throughout a member's lifespan.

The Institute plays a vital role — ensuring effective and valued communications
and delivery of relevant educational products and services to keep members
up to date with the evolving global environment.

| 2006 Report to Members



Communication

We know our members are time poor while,
at the same time, continually flooded with
new information to digest. As a result, we
place great emphasis on making sure
communications are targeted, relevant

and easily accessible.

Our e-bulletins offer concise, timely and
relevant updates on key developments
affecting the profession. Targeted for members
and the wider business community working
in the Big 4, business, government and
practice or living overseas, the e-bulletins
boast a subscription base of more than
60,000. They have been well received by the
membership, with satisfaction rating at more
than 80 per cent throughout the year.

Demand for our highly popular technical
e-newsletters continues to grow, with close
to0 29,000 subscribers between the weekly
Chartered Accountants Tax Bulletin and
Accounting and Audit News Today and
fortnightly Retirement Alert Today. Member
satisfaction with these products is impressive,
rating at 94, 91 and 93 per cent respectively.
These e-newsletters complement our e-bulletins
by providing detailed technical updates on
developments relating to tax, accounting,
audit, superannuation, financial planning and
professional standards, among other issues.

Charter was relaunched during the year with
the aim of better meeting member needs.
The magazine continues to be rated by
members as the most essential product the
Institute should provide, enjoying a high
satisfaction of 88 per cent. While the strong
focus on technical issues remains, there is an
added emphasis on lifestyle pieces identified
as interesting by the readership.

A review of printed collateral resulted in a more
targeted brochure suite. This includes the
development of a new member welcome kit,
which recognises the ambition and eager
desire for achievement common to our
membership. So far more than 2,500 new
members have received this kit since its
launch in July 2005. A candidate welcome
pack was designed to inform and educate
new candidates and officially welcome them
to the Institute. The launch of the pack in
January 2006 saw immediate results, with
candidate satisfaction with communications
from the Chartered Accountants Program
jumping from 56 to 74 per cent.

Our relationship management strategy
continued to make inroads in improving
communication between members and the
Institute. The service has expanded from the
core segments of large corporates, mid-tier
practice and Big 4 to include small and medium
sized practices, government and academia.
Relationship managers have promoted the
Institute’s lobbying and thought leadership
initiatives while actively collecting member
feedback on issues affecting the profession.

Chartered Accountants Advisory Group
The Chartered Accountants Advisory Group
provides confidential free counselling
support from trusted, experienced Chartered
Accountants for members who are
experiencing unfamiliar ethical or professional
situations. Formed in 2003 following a
review of the national Members Ethical
Counselling Service, it was based on the
successful Queensland model, which was
established in 1999. The service is a valued
function of the Institute, with 85 per cent of
members rating it as an essential service.
Since its inception, the group has assisted
more than 440 members across the country.

Educating our members

Training and development is a key Institute
service, meeting the need to continually
refresh members’ skills while also generating
a significant income stream to reinvest and
support further Institute initiatives. Member
support continues to rise, with 79 per cent of
users satisfied and more than a third of the
membership using these products and services.

We launched a new product development
model in February 2006. Programs are now
segmented to ensure relevant offerings
that are transferable to the workplace.
This range is customised to public practice
and business, as well as three career stages
within these segments. This coincided with
the renaming of our former CPE division to
Training & Development.

The Standards & Public Affairs team also
provided free technical support across
key issues affecting members.

Members in commerce

The introduction of Australian equivalents

to international financial reporting standards
(AIFRS) was the single biggest issue affecting
members in commerce in the last financial
year. The Institute launched a range of
educational offerings to ease the transition
into this new regulatory regime.

09

This included some 41 AIFRS-focused
training sessions around Australia
throughout the year, which attracted
more than 2,000 delegates.

We updated our Business practice guide

to help smaller businesses produce financial
statements that meet users' needs, without
the complexity involved for listed companies.
This ‘plain English” document provides non-
mandatory financial reporting guidance for
substantial privately held businesses, such
as trusts, partnerships and non-reporting
proprigtary companies, and is free to
download from the Institute’s website.

Members were also kept up to date with
free technical updates, including our
comprehensive standard-by-standard online
resource — providing a summary of AIFRS
requirements, comparisons with pre-2005
and international accounting standards, article
references and detailed questions and answers
—as well as regular articles in Charter, our
technical newsletters and the e-bulletins.

Demand for the Institute’s accounting and
auditing handbooks also reflected members'
hunger for more information on standards as
a result of the move to AIFRS. Sales of the
Financial reporting handbook were up by

91 per cent and demand for the Auditing and
assurance handbook up 44 per cent on the
previous year.

Members in commerce also benefited from
a number of new, more relevant programs,
including internal audit, project management,
change management and business writing.

Members in practice

The Institute plays a crucial role in maintaining
the quality of service provided by Chartered
Accountant firms in public practice.

The story so far is a good one — our members
represent an overwhelming majority in BRW's
2006 Top 100 Accountants survey, with 80
of the top 100 being Chartered Accountant
firms. To ensure this momentum continues,
the Institute redeveloped its Public Practice
Program into an eight-week self-directed
learning program that culminates in an intensive
two-day workshop. Developed in conjunction
with members, the program has been
receiving satisfaction levels ranging from

85 to 97 per cent.

We also developed and distributed a free
online Practice structure guide for members.
It is a valuable tool for members considering
entering public practice, or firms looking to
review their practice structures, and enables
better succession planning and minimises
liability risks.

The Institute of Chartered Accountants in Australia




Relevance to members and stakeholders coniinued)

To further assist members with their practice
structures, and following the Australian Taxation
Office's (ATO) ruling on service entities, the
Institute delivered a national roadshow entitled
Service entities and the ATO approach.
More than 300 people attended events in
Sydney, Melbourne, Brisbane, Perth and
Adelaide. Members received a first-hand
account of outcomes from the ruling, with
the same members and staff that headed
up the Institute’s lobbying campaign also
presenting the seminars.

The Institute worked with the Canadian
Institute of Chartered Accountants to develop
a Succession planning toolkit. The toolkit
covers the main issues of succession
planning for both members and the business
community and has been in high demand
since its release in March 2006. An Auditor
independence toolkit was also launched
mid-2005 to help members comply with new
independence regulations in the audit area.

The growth in the self-managed super
funds market has created a demand for
technical information to help Chartered
Accountants maintain their premier position
in this field. The Institute launched the
Monthly superannuation update technical
paper series in February 2006 and more than
200 subscriptions have been sold to date.

Tailored training

Training & Development broadened the
scope of in-house training, covering more
technical areas as well as general business
and people skills. It is available in major
cities and regional centres around Australia.
Visit charteredaccountants.com.au/
training/inhouse for more information. The
Institute’s move to tailor training to meet the
specific needs of individual businesses has
proven successful, with member satisfaction
rating at a high 92 per cent.

‘The Institute’s In-House Training service is
very good and it has allowed us to access
some of the training that has been available
in Sydney but was not feasible for us to
attend. The presenter was a most
informative speaker and the content and
presentation of the topics fulfilled the
expectations of all who attended.’

Trevor Graham
Wappetts Chartered Accountants

The Institute of Chartered Accountants in Australia

Information and research service

Members have taken advantage of the online
resources provided and sourced by the
Institute’s Information and Research Service.
The knowledge packs provide members
with current information on topics as diverse
as business valuations and Sarbanes-Oxley.
Members can also access an online database
of journals, electronic directories and
newsletters anywhere and at any time through
the Institute’s online database.

Career development

To help members manage their careers

more effectively, the Institute worked with
the New Zealand Institute of Chartered
Accountants to build the MINT career
development website (charteredaccountants.
com.au/mint). More than 4,000 members
have opened a MINT account to assist them
in exploring their career opportunities.

Member benefits

Our size and status give us the ability to source
a number of exceptional member benefits
from high-quality suppliers. This year we
were able to extend the member benefits
program to include special offers from Qantas
Club, CCH, Optus, Corporate Express,
Starwood Hotels, ING, Hilton, Chartered
Accountants Electrical and Electronics and
American Express.

The new Chartered Accountants Business
Partner Program captures both member
benefits and sponsorship support for the
Institute. Two new business partners were
introduced during the year — Optus/Allphones
Business (telecommunications) and CCH
Australia (business publishing). An additional
two partners will be added to the program

in 2007.

Key partnerships

As part of our ongoing improvement of

the Chartered Accountants Program, the
Institute regularly engages with members,
candidates, the business community and
academics. In the last year, a new industry
advisory body was formed to capture
business and employer views on the
program curriculum, and the program’s
advisory module groups were strengthened
to include representation from across member
segments. The program also benefited from
the development of four new technical
modules and a refocus of the final module
on ethics, corporate governance and
business application.

Candidate survey results demonstrate these
changes have led to increased satisfaction
of technical content, with 80 per cent of
candidates indicating they would recommend
the program. Employer satisfaction has
remained high at 82 per cent.

The Institute has continued to forge an
alliance with the Chartered Institute of
Management Accountants (CIMA), enabling
the delivery of a range of joint seminars and
practical educational toolkits for members
in business.

The Institute has maintained its strong
relationships with leading industry bodies
and stakeholder groups. It has a seat at the
table of the:

> Regulatory Discussion Group, dealing
with matters affecting financial reporting
and auditing

> Australian Stock Exchange Corporate
Governance Council

> Australian Institute of Company Directors
Financial Reporting Committee

> Business Coalition for Tax Reform

> all major ATO, the Inspector General of
Taxation and Treasury taxation forums

> Trans-Tasman Accounting Standards
Advisory Group.

Institute representatives also meet regularly
with stakeholders across government,
Treasury, the Financial Reporting Council
(FRC), Australian Auditing Standards Board
(AUASB), Australian Accounting Standards
Board (AASB), Australian Securities and
Investments Commission (ASIC) and
Australian Prudential Regulation Authority
(APRA), offering guidance on the practical
implications of regulation and legislation.

The Institute is also represented on the
Chairs Committee, which comprises ASIC
and the CEOs of the Big 4 and professional
accounting bodies. It aims to achieve better
liaison between the profession and ASIC,
with the Institute representing the interests
of members outside the Big 4.




Leadership and competitive positioning

Five modules, seven hundred hours of study, a thousand opportunities — one designation. The path to becoming a
Chartered Accountant is not for the faint-hearted. This intense learning experience stretches the intellectual boundaries
of aspiring members, arming them with technical knowledge, judgement and practical experience to ensure they are
well positioned to tackle the increasingly complex environment of today’s global marketplace.

The Institute’s commitment to developing a
well recognised and differentiated brand
serves many purposes. It pays homage to
the professional standing and expertise of
Chartered Accountants, symbolising the efforts
they have made to build their professional
career. It also positions the Institute as a
leader within the global business community.
Most importantly, it helps the Institute
adequately supply work-ready accountants for
the growth of the profession into the future.

Well recognised Chartered
Accountants brand

The Institute operates in a competitive
environment, where differentiation is
fundamental to ensure growth. Past
research indicated the wider community was
not sufficiently aware that there was more than
one accounting body within the Australian
business community. This meant a proportion
of our advertising efforts had been wrongly
attributed to competitors and causing
confusion among our target markets. To
address this misattribution, the Institute
launched an extensive advertising campaign
in July last year — "Number one in numbers’.
This was accompanied by the implementation
of a ‘'mono’ brand strategy, which made
‘Chartered Accountants’ the Institute's
primary promotional brand and dissolved all
other ‘sub-brands’.

The combined impact has been impressive,
with misattribution of our brand being
dramatically reduced from 33 per cent in 2004
to nine per cent in 2005. Not only does this
mean the Institute gets greater value for money
in its advertising activities, it is also expected
to have a dramatic impact on Chartered
Accountants Program enrolments. \We are
already seeing evidence of this, with brand
awareness among the student market
increasing by more than 15 per cent.

Business leaders

In 2005 Allan Moss AO, Managing Director
& CEO of Macquarie Bank, joined the
distinguished list of winners for the Chartered
Accountants Business Leader Awards.
Nicholas Moore FCA, Executive Director
Investment Banking Group, Macquarie Bank
was awarded the Outstanding Chartered
Accountant in Business Award for 2005.

In its seventh year, the awards recognise the
exceptional achievements of key business
leaders. This high profile event strongly aligns

with our vision to lead the profession by making
a strong connection between the Chartered

Accountant brand and the business elite — as
demonstrated by the high calibre and profile
of both the judging panel and nominees.

The awards honoured five categories of
business leaders, from which the overall
business leader was selected. This included:

> Geoff Dixon, Chief Executive Officer,
Qantas (Services — Airline)

> Elmo de Alwis, Chief Executive Officer, Sigma
Pharmaceuticals (Services — Healthcare)

> Allan Moss AO, Managing Director &
Chief Executive Officer, Macquarie Bank
(Banking and Finance)

> Frank O'Halloran, Chief Executive Officer,
QBE Insurance (Insurance)

> Leigh Clifford, Chief Executive Officer, Rio
Tinto (Manufacturing, Mining & Agriculture).

Business Forums

The Institute’s Business Forum is the most
wide-ranging finance forum for senior
managers, accountants and directors. Held
across all major capital cities, more than 4,500
accounting and business professionals
attended the 2006 events.

This year delegates were inspired by Australia’s
leading economists, futurists, technical
experts and social commentators, who
delivered the latest technical developments
and management thinking on topical issues
affecting the profession. This ranged from
Australian equivalents to international
financial reporting standards to Anti-Money
Laundering and Counter-Terrorism Financing
reform to the current skill shortage. Speakers
included Nigel Marsh, Don Meij, Bernard Salt
and Saul Eslake, with all sessions very
positively received.

President’s prize

An annual award recognising the valuable
contribution made by young members to both
the Institute and the profession, this year's
President’s Prize was awarded to Jane Stanton
FCA. An Associate Director at Macquarie
Bank, Jane has been actively involved with
the Chartered Accountants Program for the
past five years. She also plays an active role
in the local community, using her skills
effectively for the benefit of others.

Growing our leadership and influence
The Institute’s role has changed considerably
throughout our 78-year history, with a gradual
shift in the setting and enforcing of accounting
and auditing standards away from the
profession and into the hands of government.
This change, as illustrated in the timeline on
pages 2 to 4, combined with the changing
dynamics of today’s global economy, has
widened the Institute’s circle of influence
on a national, regional and international scale.

In the last year, the Institute continued to
focus on broad-based stakeholder consultation
to highlight unintended adverse consequences
of draft legislation and regulation in its early
stages through confidential negotiations

and submissions.

Lobbying

Lobbying the Government on important
issues that affect our members is one of
the highest priorities for the Institute.

A major lobbying initiative involved an
Australian Taxation Office (ATO) ruling on
service entities in early 2005. Through our
ongoing representations during the year,
the threat of retrospective application of the
ruling was avoided and, on a prospective
basis, the so-called 'safe harbours’ were
somewhat improved. The Institute also
conducted an Australia-wide roadshow
and produced a Practice structure guide
(see page 9) to help members understand
and adapt to the new rules.

Our lobbying efforts on administrative
issues regarding Division 7A of the /ncome
Tax Assessmewnt Act 1936 have led the
ATO to propose a program of rulings and
determinations to deal with the matter.

The Institute is continuing to work with

the Government on legislative solutions.

As a direct result of our lobbying efforts,

a number of tax reforms were announced

in the Federal Budget 2006 to support small
business arrangements. This includes
alignment of the criteria for various small
business concessions, reforms to capital
gains tax concessions and family trust
elections. Other major areas where success
was achieved include tax treatment of
business blackhole expenditure, less harsh
treatment under the promoter penalties
regime, measures relating to the tax
consequences of AIFRS and a number

of international tax reforms.
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‘In mugh the same way that academia acts as a
vanguard in looking, forward and exploring future
isgues, the Institute has a demonstrated commitment
td'intellectual rigour and the pursuit of knéwledge

through its thought leadership initiatives.’

Leadership and competitive positioning

We were also successful in reducing the
regulation and compliance burden for small
business following a major submission to
the Government's Taskforce on Reducing
the Regulatory Burden on Business as

well as numerous representations to key
stakeholders. The Government is considering
the Institute’s recommendation to increase
the threshold tests so that a greater
number of smaller businesses are no longer
obliged to produce financial statements.

The Institute successfully lobbied the
Government on the taxation of superannuation
contributions and benefits. Following our
ongoing representations, significant
improvements to the regime were announced
in the Federal Budget 2006. This included the
removal of age-based contribution limits and
extending the benefits of full tax-deductibility
of the Government'’s co-contribution to the
self-employed.

Standards

The Institute’s focus on maintaining

high professional standards reflects its
responsibilities both to members and the
wider community, where it is seen as a
guardian of the highest standards of ethics
and competence.

In October 2005, the Institute released a joint
professional standard for financial planning.
The standard, APS 12, took effect on

1 November 2005 and advocated a fee for
service approach and an improved disclosure
regime in an environment of increasing
public concern about financial planner
independence and remuneration practices.

In February 2006 the Institute and CPA
Australia launched the Accounting
Professional and Ethical Standards Board
(APESB). This moved the consideration and
issuance of professional standards to an
independent board, comprising experienced
and reputable professionals across the many
disciplines within the profession and the
wider business community.

port to Members

Since its inception, the Board has released
three revised professional standards:

> Quality Control for Firms

> Conformity with Auditing
and Assurance standards

> Code of Ethics for Professional
Accountants.

Quality Review Program

The Institute educates and continually updates
members about their ethical and professional
obligations. This is reinforced through our
Quality Review Program, a key feature of the
Institute’s co-regulatory framework that was
established to ensure members in practice
have quality control policies and procedures
in place to comply with accounting, auditing
and professional standards.

During the year, 482 reviews were completed.
Of these, 29 were of practices that audit
publicly listed companies, including the Big 4
and a number of mid-tier practices. Eighty-
five per cent of practices had adequate
quality control policies and procedures, where
either no further action was required or minor
breaches were found. Where breaches are




;E;_u?--

T

e
]

Ju \L

Dr Neil Warren

Associate Professor of Economics
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identified, the Institute monitors practices to
ensure action is taken. Member feedback
supports the program, with 89 per cent of
participants believing the review enhances
their quality control systems and 99 per cent
agreeing their reviews were conducted in a
professional manner.

During the year, the Institute conducted a
strategic review of the program, involving
a study of similar programs in the United
States, the United Kingdom, New Zealand
and Canada. The study confirmed that our
program meets global best practice, and
identified some potential enhancements that
are now being evaluated. A comprehensive
self-assessment confirmed that our program
meets the standards outlined in the
International Federation of Accountants
(IFAC) statement of membership obligations
— SMO 1: Quality Assurance.

Further details on the 2005-06 activities are
available in the Annual Report on the Quality
Review Program, which can be downloaded
at charteredaccountants.com.au

Professional conduct

The Institute’s Professional Conduct function
works with the Quality Review Program to
ensure the high standards of the Chartered
Accountant designation are upheld. This
function rigorously enforces the ethical,
technical and professional obligations

of members through investigations of
complaints and other issues and, where
necessary, imposing disciplinary sanctions.

In the year to 30 June 2006, the Institute
investigated 298 matters concerning the
conduct of members. Of these, 31 were
referred to the Professional Conduct Tribunal,
which imposed sanctions ranging from
expulsion from membership to a mandated
Quality Review. These results are encouraging,
considering they represent a tiny fraction of
the many thousands of tasks carried out by
our 44,315-strong membership.

As reported in our 2006 Annual Report on
Professional Conduct, a number of initiatives
were delivered during the year. This includes
benchmarking Institute processes against
major overseas professional accounting
bodies, which indicated our processes meet
global best practice. The Institute's By-laws
were also amended to deliver greater
transparency during disciplinary investigations.
More detail on the professional conduct
function is available in the annual report at
charteredaccountants.com.au

Thought leadership initiatives

The Institute has a mandate to mould the
future to ensure the profession maintains
its relevance and influence moving forward.
We do this through a concept coined
‘thought leadership’. These activities take
many forms — from discussion papers to
industry forums — and aim to stretch the
boundaries of current thinking to influence
the landscape of our profession tomorrow.
During the year, the Institute commissioned
a range of research papers and reports that
are already having an impact.

Extended performance
reporting: an overview of
techniques provides a rich
insight into extended reporting
~ techniques from around the
world. Authored by Professor
Wai Fong Chua FCA, the paper was released
in February 2006 in response to a gradual
extension of reporting requirements for
businesses — from the traditional financial
statements to a need to capture
performance information on the value of
intangibles as well as corporate socially
responsible and sustainable strategies.
It is the first in a series of four and essential
reading for members interested in this
emerging business issue.

13

Research and
recommendations on
the definition of small
business, released in
February 2006, and
Fringe benefit tax
design: decision time,
released in March 2006, were commissioned
by the Institute and written by Atax, under
the leadership of Associate Professor

Neil Warren.

The first paper aims to reduce the regulatory
burden of our complex tax system by
recommending a single definition of small
business across a number of different tax
concessions for small business. The second
paper makes 11 recommendations through
three major reforms to Australia’s fringe
benefit tax system. Both papers have been
successful in raising the Government’s
awareness of ways to reduce the compliance
burden. In particular, the Government
favourably responded to the first paper in
this year's Federal Budget (see page 11).

The first Chartered Accountant
Ethics Forum was held in June
2006. This think-tank involved
20 influential stakeholders from
the major regulatory bodies,
ethicists and representatives
from business and the accounting profession.
A paper commissioned by the Institute

and written specifically for the forum by
Professor Jack Flanagan CA, Values, codes
of ethics and the law, provided a rich basis
for discussion and ensured a valuable insight
into community expectations of ethical
issues and the accounting profession.

A white paper is being prepared to provide
further discussion of the issue.

These papers are available on the thought
leadership section of the Institute’s website,
charteredaccountants.com.au/
thoughtleadership
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Growth to ensure a sustainable future

Many commentators have acknowledged the skills shortage as the single
biggest threat to Australia’s continued economic growth. The accounting
profession is by no means an isolated case; other professions and trades are
also feeling the resource pinch. However, it is certainly one of the hardest-hit,
with dual pressures from a declining supply of appropriately trained accounting
professionals and the increasing demand for accounting skills due to a growing

regulation and compliance burden.

This makes the Institute’s efforts to continuously

strengthen and enhance the profession by
supplying work-ready accountants one of
our most important roles. To that end, we
place significant emphasis on the quality of
our flagship postgraduate accounting program,
careers marketing and branding initiatives.

New trends, new challenges

The global trend of an ageing population has
seen an upward shift in the average age of
members to 42.3. At the same time, the
gender balance has continued to shift with
close to a third of the membership female.
This trend is expected to continue, with
almost half of our current Chartered
Accountant Program candidates female. We
have also seen a shift away from public practice
(39.1 per cent) with more members now
working in commerce (41.7 per cent) and
academia, government or other (19.2 per cent).

Addressing the skills shortage

Despite this changing environment, the
Institute’s growth in new enrolments has
continued at healthy levels, with initial
Chartered Accountants Program enrolments
up by 13.3 per cent, bringing the total
number of candidates to 11,049.

This highlights the success of recent
improvements to the curriculum and targeted
promotion of the Chartered Accountants
Program. This is further illustrated by an

18 per cent increase in overall candidate
satisfaction since 2004, with 80 per cent of
candidates saying they would recommend
the program.

Members by field of employment

Commerce 41.7%

Public practice  39.1%

Academia, government and other  19.2%

The Migration Assessment Service

The Chartered Accountants Migration
Assessment Service performs qualification
assessments for skilled migrants and
overseas graduates. The Institute’s ability to
quickly deliver quality assessments enables
an increased flow of skilled accountants into
Australia. This helps the profession deal with
the skills shortage and eases the burden on
individual accountants. It has also generated
significant revenue for the Institute, with
assessment applications up 53 per cent in
2006 and revenue up 84 per cent to close to
one million dollars.

‘The number one issue for us is turnaround
time. That's why we prefer to deal with the
Institute of Chartered Accountants in
Australia. They're fast, efficient and great to
deal with. In fact, we recommend to every
eligible student that they go through the
Institute for their skill assessment.’

Ben Willis
Australian Migration and Visa Lawyers

Evolution of the Chartered
Accountants Program

The Institute has always emphasised the
need to keep the Chartered Accountants
Program relevant to candidates and
employers. The skills shortage in accounting
has added to this focus.

During the 2005-06 financial year, the new-
look Chartered Accountants Program was
fast tracked, with many changes brought
forward. The new program continues the
tradition of educational innovation by
learning design to promote greater

autonomy in both study and self-assessment.

Members by age

,'V

L <30 147%
30-356 21.9%
36-39 135%

40-45 15.6%
46-49 8.2%

L— 5069 16.7%

60+ 10.4%
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The redesign of the program with four
technical modules and a new Ethics &
Business Application module was a major
achievement in the last financial year. Already
the changes appear to be well received, with
a record enrolment in the taxation technical
module of some 4,000 candidates. A new
timetable was also established, which
introduced trimester study periods to
accommodate the peaks and troughs of the
accounting cycle as well as shorten the
amount of time it takes to complete the program.

Exemptions for in-house training

The exemptions for postgraduate taxation
subjects and accreditation for in-house tax
training has been a significant policy change
for the Institute. Despite a short timeframe,
the Institute has successfully implemented

Members by gender

Female 30.2%

\— Male 69.8%

Institute membership as at 30 June 2006



a system to handle applications for exemptions,
with a number of the large firms already
accredited. This flexible approach to training
recognises a candidate’s prior learning and is
a considerable cost saving for all involved. It
is also intended to encourage more tax
specialists to undertake our flagship program.

The Institute has made significant inroads in
its plan to broaden the entry pathway for
non-accountants. Working in consultation
with key stakeholders, the Institute is
currently developing an entrance exam and
training program to ensure a coordinated
and fair approach for talented graduates

to enter the program.

These changes to the program have been
well received, with employer satisfaction at a
high 82 per cent, candidate satisfaction with
technical content rating at 80 per cent and
78 per cent of candidates rating the new
content as relevant to their careers.

At the same time, the program has again
won the independent quality benchmark of
reaccreditation of its Graduate Diploma of
Chartered Accountancy. This makes the
Institute the largest higher education
provider of accountancy qualifications in
Australia and unique among the major
professional accounting bodies around the
world. This is a valuable attribute to have,
with 74 per cent of candidates valuing the
graduate diploma status. It also offers
graduates a strong platform for specialisation
post qualifying via exemptions into more
than 60 masters courses around the country.

‘As the leading professional services firm,
PricewaterhouseCoopers recognises the quality
and rigor of the Chartered Accountants
Program. It is an important starting point for
graduates, leading to a diverse and rewarding
future in this great profession.’

Sumanth Prakash CA
PricewaterhouseCoopers
Partner — Assurance

Belle Bly
PricewaterhouseCoopers
Accountant — Assurance

Careers marketing

The Institute’s careers marketing efforts are
based around our unrivalled ability to bring
together students, employers, academics
and careers advisors — whether that be in
person, at events such as Employment
Evenings, or online at flyhigher.com This
marketing strategy has benefits for all parties
and our employer and student events are
widely regarded as the most effective at
connecting students with employers in the
accounting arena.

High school

An increased focus on high school cadet
programs proved a significant success
during the year. Cadetship Evenings in
Sydney attracted more high quality students
than ever before and this program will be
launched in Melbourne in 2007. The success
of this year’s cadet program has further
clarified the Institute’s careers marketing
high school strategy.

Cadetships are proving an increasingly
important recruitment opportunity for
employers. They are also highly effective
candidate funnels for the Chartered
Accountants Program. The success of cadet
programs is helping to reduce the emphasis
of both the Institute and the profession on
recruiting final year graduates. Cadets are
shown to have developed strong employer
loyalty and are a cost effective part of the
recruitment strategy for employers.

Tertiary

The skills shortage means competition for
graduates is increasing. The Institute has a
highly visible presence at each stage of a
student’s career progression: choice of major,
vacation work and graduate employment.
The marketing activities highlighted above
have proven to be a sound investment for
employers and a clear pathway into the
Chartered Accountants Program. During the
year there was increased diversity among the
employers who participated in the Institute’s
careers marketing initiatives, with more interest
from blue-chip firms like Qantas and a greater
government presence.

Chartered Accountants

Speakers Program

During the year the Institute trained more
than 100 Chartered Accountants Program
candidates in presentation skills and in the
Institute’s key careers marketing messages
under the Chartered Accountants Speakers
Program. By sending these speakers to
promote Institute events, a cadre of young
advocates was created, whose experience
of the Institute is real and recent. Employers
were highly supportive of the program as it
improved their employees’ presentation skills
and helped promote their organisations to
potential staff.
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The rate of regulatory change in the past 81 years has been phenomenal. Of the 88 major regulatory initiatives
affecting our profession, 56 have occurred in the past 20 years — that is a five fold increase from less than one

‘The Public Practice Advisory committee is a vital
part of the Institute’s governance structure, acting as
a two-way conduit between practitioners in small,
sole and mid-tier firms and the Institute’'s Board and
management team.’

Changing and evolving role

every two years to almost six every two years since 1986. In light of this, the Institute has refocused to ensure

it is fit for the future.

A nimble governance structure

Our Supplemental Royal Charter and By-laws
date back to 1928 — a time that was vastly
different to where we are today.

The Institute has recognised the need to bring
its governance structure into the 21st century
by making sure it remains relevant to members’
needs and allows for growth, which is
essential for future economic prosperity.

We have continued to implement
recommendations from a major governance
review in 2004. The review made a number
of changes to the Board's structure to
strengthen its governance. This included
the removal of the overseas Board member
position and restricting election of members
for each geographical region to one. Provision
was also made for four directors (including
two non-Chartered Accountants) to be
appointed to ensure the Board represents
the diversity of our membership and
demonstrates good corporate governance.
In addition the Institute is currently conducting
a comprehensive review of our By-laws.

Strategic plan

The public interest demands accountability
and a strategic planning process that offers
a detailed record of previous decisions and a
comprehensive situation analysis provides a
degree of comfort for stakeholders. At the
same time, this planning offers a strategic
compass for the Institute to navigate through
the changing environment and set the
direction and context for our future.

With this in mind, the Institute’s Board and
management engaged in a comprehensive
strategic planning process during 2005. This
involved careful assessment of the issues
confronting the Institute and the profession
and involved extensive consultation with
members and external stakeholders. As a
result, we now have a clear plan that
incorporates a vision and core purpose and
outlines the Institute’s focus for the next
three years.
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Responding to emerging

trends and markets

During the year, the Institute completed

a review of the strategy, operations and
capability of our technology systems. This
included a focus on improving the Institute’s
systems by using technology to make
interaction with the Institute easier and
more effective.

One example of this focus was the
development of online membership
applications. Since their introduction in
August 2005, nearly 50 per cent of
applications have been processed onling,
saving members’ time and resulting in
considerable savings for the Institute. The
Institute also successfully moved to online
voting, with some 90 per cent of votes in
various Institute elections now cast online.

Technology improvements were also
achieved in the Chartered Accountants
Program, with enhancements to our online
applications and the introduction of an
electronic document management system.



The Institute also continued to roll out our
new finance management system during
the financial year. The system increases
accountability of staff members, improves
forecasting abilities of the Institute and
streamlines processing requirements of
the accounts department.

Pictured above (left to right):

People and culture

Influencing opinion leaders to represent the interests of members and the wider
business community; protecting the integrity and brand of our high quality
designation; helping our members deal with the growing regulation and
compliance burden through ongoing education and communication; and securing
and nurturing a future generation of Chartered Accountants through a world-
class postgraduate accounting program. It is all in a day’s work for the talented,
committed and passionate people that make up the Institute’s staff.

Our culture

Exceptional performance, employee
commitment and a focus on service are all
outcomes of a robust organisational culture.
During the year, the Institute continued on its
journey to developing this culture through our
PRIDE values, building on strong leadership
skills to ensure proactive, responsive and
innovative behaviours among staff. These
values are at the heart of our internal
communications and staff development
programs, and integrated into activities such
as recruitment, performance planning and
reward and recognition structures.

> Through Play it Straight, we take
responsibility for open, honest and direct
two-way communication, and operate with
the utmost integrity in interactions with
members, fellow staff and other stakeholders

> Respect builds Success within the
Institute as we engage and support each
other and capitalise on our internal
expertise and talents to provide the best
service and information for members

> We constantly strive to Improve and
Innovate. To grow with our members and
other stakeholders, we must anticipate and
lead change and look for improvements in
all activities across our business

> \We Deliver to Win Together through
developing and delivering the best quality
tools and solutions to members that support
both their personal and business success

> We set our standards high and Expect the
Best results across all operations. We strive
to be the best in all markets we operate in
and set ourselves ‘stretch goals'.

The ongoing roll-out of our PRIDE in
Performance workshops continued during the
year. The workshops enable our staff to reflect
on their personal values and how they align to
the Institute’s PRIDE values. It ensures a clear
understanding of expected behaviour and
strong cultural fit among Institute employees.

We reinforced these values through the
Living PRIDE awards, which encourage and
motivate employees to behave in a manner
that supports our organisational values. Held
every six months, the awards attracted more
than 40 individual and 17 team nominations
in 2005-06.

Improved employee communication

As demonstrated through our /mprove and
Innovate value, the Institute is committed to
evolving to the needs of both internal and
external stakeholders. Feedback in our most
recent employee survey indicated staff wanted
improved internal communication. With this
in mind, the Institute introduced a number of
initiatives to improve communication across
the organisation.

Our fortnightly internal e-newsletter was
reviewed and revamped to better disseminate
business knowledge, key initiatives and
organisational values amongst employees.

A collaborative effort, the new and improved
newsletter has improved the sense of employee
community across a geographically diverse
business, as staff share team achievements
and news in an informal and fun manner.

We launched a new intranet site, aimed at
improving the dissemination of organisational
intelligence. The project met with instant
success, with a 100 per cent take-up and

87 per cent of staff agreeing the new tool
delivered information to help them accomplish
their job. We also introduced Unchartered
Hour — a monthly, one-hour information
exchange between the Institute’s executive
management team and staff. The
conversation-style presentation is an open
forum, ensuring a two-way flow of updates
on new initiatives, current projects and
business performance.

Leadership

Our culture is developed through the
leadership behaviours demonstrated by our
people. Through our ongoing Leadership
Development Program, we ensure leaders
are identified, developed and armed with the
appropriate tools to drive the Institute forward.

To measure the program, we annually review
our leaders using a 360 degree feedback
tool, the Life Style Inventory (LSI). It gives
each leader feedback on their thinking styles
and behaviours observed by others. This
forms the basis of development planning for
our leaders.
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and partnering together we strive

to equip members and candidates with solutions and tools for

both personal and business success.’

Best practice in recruitment
and retention
Recruiting and retaining high quality staff is
crucial to providing the services members
require. During 2005-06, the Institute put
significant effort into its recruitment, retention
and rewards policies to ensure members are
served by highly skilled and motivated staff.
This included key managers attending a
retention skills workshop, development of

an employee referral program to encourage
staff to use their professional networks to
source high quality staff and implementation
of a project to ensure our remuneration and
reward policies follow best practice.

Together, these broad-ranging initiatives
have positively impacted employee turnover,
which has fallen from 23.3 per cent in
2004-05 to 16.3 per cent in 2005-06. We
expect this declining trend to be maintained
as our PRIDE values become fully ingrained
within our organisational culture.

A key part of the Institute's people and culture
strategy moving forward will be a more
structured and rigorous approach to succession
planning, with the development of programs
to identify, train and reward the future
leaders and key experts of our organisation.

Our people

To ensure we are fit for the future, we made
some structural changes to the Institute in
April. This restructure places considerable
emphasis on areas that members use most,
in particular in the customer facing and
leadership positioning areas.

Staff numbers (permanent)

Customer facing:
Chartered Accountants Program & Admissions:

Business Services:
Regional offices:
Support Services:

Leadership positioning:
Standards & Public Affairs:

Driving the organisation forward:

CEO/Deputy CEO/Human Resources/Corporate Strategy/Secretariat:

Brand & Communications:

Total

Brooke Broug
Professional Cg

Chat Lok
Business Intelligence Manager

FTE total

51
56.9
47.1
38.4

24.2

14.4
18.4

250.4
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Corporate Strategy

Led by Barbara Bell
BA(Hons), this team is
responsible for corporate
strategy and planning,
market research, business
intelligence and project
management. Major
achievements during the
year include development
and communication of our
2006-08 strategic plan as
well as the introduction

of integrated business
planning across the
organisation (page 16).

Human Resources

Led by Michelle Bevan BA Dip
Teaching Grad Cert ER, the team
is responsible for developing
highly motivated, productive and
talented employees and work
teams, maximising employee
skills through organisational and
role structure and developing
open and clear communication
across the business. Major
achievements include improved
internal communications,
increased staff retention and
ongoing reinforcement of our
PRIDE values (pages 17-18).

Brand & Communications
Reporting directly to our CEO, this
team is responsible for facilitating
messages to staff, members and

the general community. It comprises
specialist teams in brand,
communications, public affairs

and digital communications. Major
achievements include implementing
our new brand strategy (page 11) an:
an ongoing improvement in member and
internal communications (pages 9, 17).

Member facing teams

Led by the Deputy CEO, Elaine McFadzean LLB, this group serves members through the
Chartered Accountants Program & Admissions, Business Services, Regional offices and
Support Services teams. Major achievements include the refocus of the Chartered Accountants
Program (pages 14-15), and the broadened scope of our In-House training business (page 10).

Chartered Accountants
Program & Admissions

Led by Sheena Frenkel BA
Cert Ed, this division is a large
scale, high volume business
operating nationally. There are
three core activities: developing
and delivering the Chartered
Accountants Program;
admission to membership;
and overseas qualification
assessment for migration
purposes. In 2004-06, the
team's strategic focus was to
ensure increased technical
rigour, relevance to business
and flexibility in the program.
Major achievements included
enrolment growth of 12 per
cent, reaccreditation of the
Graduate Diploma of Chartered
Accounting and doubling
revenue from migration
assessments (pages 14-15).

Support Services

Led by Pat Reddy BCom

ACMA MBus CA, the team
delivers support services for

the organisation, including
finance, IT, administration, and
facilities management. Major
achievements include the
acquisition of new premises

and disposal of 37 York Street
before year-end (page b), a review
of the Institute’s technology
systems, and the launch of a new
intranet, online voting and online
membership applications

(pages 16-17).

Business Services

Led by Stephen O'Brien BCom
CPA, the team develops and
delivers value adding products
and services, including Training &
Development, In-House training,
sponsorship and member benefit
arrangements, and manages

the Institute’s information and
research service. Achievements
include an expanded Business
Partners and member benefits
program, growth of our
In-House training, and the
launch of a number of new
products, including the MINT
career development website,
succession planning toolkit and
the redevelopment of the Public
Practice Program (pages 9-10).

Regional offices

In addition to providing on-the-ground member support, the
Institute’s regional offices recorded a number of highlights
during the year. They include:

Queensland

Led by Simon Grant BEc BCom FCA, this team helped achieve
high satisfaction with a number of key Training & Development
events, including the Queensland Business Forum and Winter
Tax Schools, and improved student and employer awareness
of the profession through careers marketing and relationship
management initiatives.

South Australia and Northern Territory

Led by Mark Jones BBus (Mktg), this team rolled out a number
of initiatives to promote the profession to students and
employers, including the South Australian Employment Evening,
Chartered Accountant Achiever and Food for Thought dinner.
Activity on the state’s member contact program was increased.

Western Australia

Led by Con Abbott FCA BA BCom, this team continued to serve
the interests of members and raise the profile of the designation
through activities such as the Tax Phone-In and Daylight Saving
survey, its external meeting program, lobbying activities focused
on state taxation and public sector financial administration and
the highly successful Business Breakfast series featuring Paul
Skinner (Rio Tinto), Don Voelte (Woodside) and Michael Chaney
(NAB). Based on our annual satisfaction survey, the team again
received an impressive service rating from the membership.

Victoria and Tasmania

Led by Michael Nazzari BA BCom CAE, this team successfully
restructured their regional council’s focus, increased student
interest in the profession through its careers marketing cadetship
evening for secondary students, achieved near-record registrations
for the Victorian Business Forum and further developed its
relationship management program.

New South Wales and Australian Capital Territory

Led by Lisette Cochineas BA MCom, this team continued to
promote the profession to employers and students through an
extensive member contact program, relationship management
strategy and implementation of careers marketing initiatives.
The team is also responsible for customer support, responding
to more than 48,000 unique interactions with members and
stakeholders during the year, as well as member events, such
as new member and sporting events.

The Institute of Chartered Accountants in Australia




Corporate governance
Board profiles”

Neil Faulkner

Neil is an Audit & Advisory partner with KPMG
specialising in the provision of audit and advisory
services to the consumer and industrial markets.
His advisory roles have been in both the public
and private sectors.

He has served on audit committees for the
Institute and Victorian Government departments.
Neil was appointed a director in 2002.

Robert DiMonte

Rob is the Managing Partner for Deloitte in
Adelaide specialising in management advisory
services. He leads management consulting
activities in South Australia for clients ranging
from large corporations to small to medium
enterprises.

He has more than 24 years’ experience in small
and large accounting practices, working in the key areas of audit, tax
and business services. Rob was appointed as a director in January 2004.

Andrew Arkell

Andrew is the Corporate Secretary and

Head of Corporate & Advisory Services at
Queensland Investment Corporation (QIC), with
responsibilities covering accounting policy, tax,
legal compliance, risk management, company
secretariat and facilities management.

He has worked across a number of segments, including the Big 4, small
practice, government and more than 10 years in commerce with QIC.
Andrew currently serves on the Queensland regional council and has
been a director since 2004.

Richard Deutsch

Richard is a member of the Firm Leadership
Team of PricewaterhouseCoopers Australia and
is the firm’s Institutional Markets Leader.

An APRA-approved auditor, he has more than
15 years' experience specialising in insurance
and investment management. He is also the
lead engagement partner on external audits for
a number of major listed Australian companies
and provides due diligence support to clients looking at potential
acquisitions in the insurance and investment management industry.

Richard was appointed a director in 2004.

Rachel Grimes

Rachel is the head of Distribution for Westpac
Life Insurance. She has 17 years' experience
across the financial services sector, working
in commerce with BT Financial Group for
eight years as well as in the Big 4 with
PricewaterhouseCoopers.

Rachel was the state chairperson of the NSW
regional council in 2004 and was made a director
in 2006.
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Jenny Morison

Jenny is currently director of Morison Consulting
and is also an independent member of a

number of ACT and Commonwealth audit
committees, deputy chairperson of the ACT Land
Development Agency and board member of the
Growth Centres Commission (Sydney).

She has some 25 years' experience with three of
the Big 4 accounting firms in the areas of audit,
tax, management consulting and accounting for government. Jenny is
a leading specialist in the area of public sector financial management
reform, having led teams for both the ACT and Commonwealth
governments in implementing accrual output based budgeting reforms.
Jenny has served as an ACT councillor and was made a director in 2003.

Margaret Parker

Margaret is a Partner at INPACT McDonald
Carter, specialising in tax and business services
for medium sized enterprises and high net worth
individuals for the past 11 years.

She has demonstrated experience in people
management, business and finance and serves
as a director for Chunky Move Contemporary
Dance Company and Storage & \Warehousing
Services. She was former Treasurer for Women's Chief’s of Enterprises
International in Victoria. A past Victorian State Chairperson, Margaret
became a director in 2005.

Derek Parkin

Derek is the Professor of Accounting and
Associate Dean of Business at the University

of Notre Dame Australia, Fremantle. His
professional career has spanned four continents
during the past three decades, beginning with
Price Waterhouse in South Africa and moving
to roles as partner at both Arthur Anderson

and Ernst & Young in Australia. Derek’s current
corporate roles involve both board and audit committee positions.

He served on the Western Australian council for 12 years and was
elected a director in 2003.

Michael Spinks

Michael is a Principal at Collins SBA, specialising
in business structures, superannuation, wealth
management and financial planning. He has more
than 15 years’ experience in financial services,
previously being a Director of the financial
planning group Garrisons. He has also served with
the Royal Australian Navy, receiving an Active
Service Medal for deployment in the Persian Gulf.

Michael was made a director in 2006.

* Board current as at signing of financial statements, 4 September 2006.
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Corporate governance
Board and advisory committees

Board and committee meetings
Director attendance for 1 July 2005 to 30 June 2006

Q»QDQ) 6\\0(\ 0§®
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Q v @ < R
Stuart Black FCA 3 3 1 1 4
Neil Faulkner FCA 7 7 2 1 1
Robert DiMonte FCA 7 7 2 1 1
Andrew Arkell FCA 6 7 3 3 1 1
Lance Balcombe FCA 2 3 1 1
Richard Deutsch FCA 6 7 3
Rachel Grimes FCA - -
Lusan Hung FCA 2 2
Robert Maple-Brown 1 2 1 1
Jenny Morison FCA 7 7 2 2
Margaret Parker FCA 7 7 Queensland Council 2006: Prof Peter
Derek Parkin FCA 7 7 Gr_een CA _(Chairperson), Andrew Arkell FCA
(Vice Chairperson), Mary Boydell FCA, Peter

Michael Spinks FCA 4 4 2 2

A = Attended H = Held

Board committees

Audit: Wayne Wilson FCA’ (Chairperson’),
Jenny Morison FCA, Robert DiMonte FCA,
Richard Deutsch FCA (Chairperson®),
Margaret Parker FCA*

Governance: Lance Balcombe FCA’
(Chairperson’), Garry Waldron FCA',
Andrew Arkell FCA (Chairperson*), Robert
Maple-Brown FCA', Michael Spinks FCA*,
Jenny Morison FCA", Stephen Harrison AO
FCA', Graham Meyer*

Executive review: Neil Faulkner FCA
(Chairperson), Robert DiMonte FCA,
Andrew Arkell FCA

Nominations: Garry Waldron FCA
(Chairperson), Jan West FCA', Nick Burton
Taylor AM FCA", Stuart Black FCA,

Neil Faulkner FCA®, Stephen Harrison AO
FCA’, Graham Meyer*

“up to 30/12/2005
" up to 24/3/2006
* from 1/1/2006

Advisory committees*

Thought Leadership Advisory Committee:

Peter Boyce CA (Chairperson), Neil Faulkner
FCA, David Smith FCA, Brett Kaufmann FCA,
Peter Williams CA, Brian Hollingworth CA

Chartered Accountants Program

& Admissions Committee: Les R Jones CA,
Prof Stewart A Leech FCA, Ashley R Miller
CA (Chairperson), Andrew Hoffmann FCA,
Garry Lee FCA, Prof Wai Fong Chua FCA,
Paddy Carney CA, Derek Parkin FCA,

Jenny Parker FCA

Academic Board: Prof Stewart Leech FCA
(Chairperson), Dr Anne Wyatt CA, Prof
Jacqui McManus FCA, Prof David Emanuel,
Prof Allen Craswell CA, Prof Stephen Taylor
CA, Assoc Prof Anne Lillis

Chartered Accountants in Business
Advisory Committee: Jenny Wilks CA
(Chairperson), Jane Stanton CA, Julie Keene
CA, Pippa Detmold CA, Robert Groom CA,
Andrew Arkell FCA, Christine Jubb CA

Public Practice Advisory Committee:
Craig Farrow FCA (Chairperson), Mel Ashton
FCA, Bruce Bailey FCA, Margaret Crossley
FCA, Gail Kinsella CA, David McGarry FCA,
Caroline Wilcher CA, Rob Atkinson FCA

Regional councils*

ACT Council 2006: Sean Michelle FCA
(Chairperson), Michael Watson FCA

(Vice Chairperson), David Black CA,

Kelly Fenner FCA, Gail Freeman FCA,
Frank Lo Pilato FCA, Richard Stewart FCA,
Steven McDonnell CA, Lisa Stone CA
(appointed August 2006)

NSW Council 2006: Tony Pace FCA
(Chairperson), Anna Carrabs FCA

(Vice Chairperson), Andrew Chang FCA,
Chris George FCA, Paul Keating CA,
Brian Murphy CA, Jason Phillips CA,

lan Rodrigues FCA, Lee White FCA

Catterson CA, Simon Crane CA, Sharon
Houghton CA, Jenny Parker FCA, Bill
Sheehan FCA, Brendan Worrall FCA

SA/NT Council 2006

Ross Haslam FCA (Chairperson), Max Bessell
CA (Vice Chairperson), Jane Yuile FCA,

Ben Miels FCA, Yvonne Sneddon FCA,
James O’Loughlin CA, Julie Crisp CA,

Jeff Ellison FCA, Garry Whitelock CA

Tasmanian Council 2006: Shaun Sargent
FCA (Chairperson), Mike Blake FCA

(Vice Chairperson), Nick Lunson CA,

Tim Maddock CA, Margaret Marshall CA,
Dominic Mulcahy CA

Victorian Council 2006: Martin Sammut
FCA (Chairperson), Malcolm Simister FCA
(Vice Chairperson), Paula Allen FCA, Garth
Campbell-Cowan FCA, M Davies FCA,
Penny Hutchinson FCA, Annette Kimmitt
CA, Prof Stewart Leech FCA, Bruce
Mulvaney FCA

WA Council 2006: Mel Ashton FCA
(Chairperson), Julie Keene CA

(Vice Chairperson), Tony Bevan CA,
Ashok Desai FCA, Andrea Hall CA,
Peter Hansen CA, Nick M Henry CA,
Joe Pierluigi FCA, Judith Vos CA

Overseas member group
chairpersons*
Hong Kong: Alvin Li CA

Malaysia: Peter Lim FCA
Singapore: Jonathan Chi FCA
United Kingdom: Tim Chan CA

*all members current as at 30 June 2006
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Corporate governance statement

The Institute of Chartered Accountants in Australia is a leading advocate of high standards of corporate governance.
It is committed to best practice, through its representation on the Australian Stock Exchange Corporate Governance
Council and its efforts to adhere to the highest standards in regulating its own affairs and complying with relevant

Commonwealth and state legislation.

The Institute occupies a unique position as a
reporting entity. As a not-for-profit membership
organisation, its structure does not share the
same level of complexity as listed companies.
However, in line with its vision to lead the
profession, the Institute has adopted rigorous
systems of control and accountability as the
basis of the administration of corporate
governance. These systems are clearly
outlined in the Institute’s Supplemental Royal
Charter, By-laws, Governance Manual and
Code of Conduct, which are available at
charteredaccountants.com.au

A solid foundation
for management oversight

Board of directors

The Institute’s Board is comprised entirely of
non-executive directors. It operates in
accordance with a formal Terms of Reference,
and there are Terms of Reference for all
committees of, and reporting to, the Board.
Each committee’s Terms of Reference is
reviewed annually to ensure alignment with
the Institute’s strategic objectives.

The Board meets at least six times a year for
scheduled meetings, and has the facility to
meet without the Chief Executive Officer
(CEQ) if required. The Board aims to hold
two of these meetings interstate, with the
balance held at the Institute’s head office in
Sydney. A register of disclosures for each
director is tabled at every Board meeting.

The Board and management establish a
three-year corporate plan and, within the
parameters of this, agree on an annual
performance contract that sets the priorities,
direction and performance targets for

the organisation.

Day-to-day management of the organisation’s
affairs and implementation of corporate
strategy and policy initiatives are the
responsibility of the CEO and management.

Chief Executive Officer

The CEO is accountable to the Board for the
management of the Institute within the
policy and authority levels reviewed and
approved by the Board. The CEO has the
authority to approve capital expenditure and
business transactions within predetermined
limits as set by the Board.

The CEQ's responsibilities include advising
the Board on strategic direction, ensuring
business activities are in alignment with the
Institute’s strategic plan, ensuring the
organisation conducts its affairs within the

law and keeping the Board informed of all
major business proposals and developments
through regular reports.

Composition of the Board

The Board comprises seven members, who
are elected by Chartered Accountants on
regional registers, and up to four Board-
appointed members who each serve for
terms of three years. Each year the Board
elects a president and deputy president.

All directors must comply with the Board's
Code of Conduct and the accompanying
guidelines. This code covers issues such as
the requirement to act in good faith, duties
of due care and diligence, conflict of interest,
issues of improper use of power and
information, independence, confidentiality
and the obligation to uphold the law.

Board meeting attendance is shown on
page 21.

Committees of the Board

There are four committees of the Board,
membership of which consists of directors,
the CEO and past presidents. There are a
further five advisory committees, seven
regional councils and four overseas member
groups which report to the Board (see page
21). Generally, these committees meet
regularly throughout the year.

Attendance at the Board's Audit, Governance,
Nomination and Executive Review committees
is shown on page 21.

Indemnification and insurance

for directors and officers

The Institute’s By-laws provide for an indemnity
to each person who is or has been a director,
councillor or committee member or officer
against any liability which results from any
act or deed done in the discharge of the
individual’s duties, except in so faras itis a
result of the individual’s own wilful default.

Adding value through Board

structure and ethical and

responsible decision making

The Board and its committees provide
visionary leadership to the organisation and
its global operations to ensure that the Institute
sets and achieves strategic objectives and
operates effectively and efficiently.

Nominations Committee

The Institute has a separate Nominations
Committee with representation from the
Board, membership and executive. The
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committee assists the Board to identify
potential candidates for appointment and
removal as a member of the committees

and other appointments, as deemed relevant
by the Board. The Nominations Committee is
not able to formally make appointments to
the Board, however it can identify skill gaps
and work with the Board to address these.

Safeguard integrity
in financial reporting

Audit Committee

The Audit Committee comprises three
members. The committee assists the Board
to discharge its responsibility for financial
reports, application of accounting policies,
internal control systems and the operation of
enterprise risk management processes.

The Board presents to members a report,
signed by the President and Deputy President,
that the financial statements of the Institute
for the full financial year give a true and fair
view of the organisation’s financial position
and operational results, and comply with
accounting standards in Australia.

External auditors

The Institute engages the services of
Ernst & Young as the external auditor.
This appointment is reviewed annually.

An analysis of fees paid to the external
auditors, including a breakdown of any
non-audit fees, is provided in Note 17
Auditors’ remuneration in the Notes to and
forming part of the Financial Statements. It is
the policy of the external auditors to provide
an annual declaration of independence to the
Audit Committee. All proposed non-audit
work by the external auditor is required to

be approved by the Audit Committee prior
to it being undertaken. The Audit Committee
undertakes a full review of the audit
engagement before deciding to reappoint
the existing audit firm or seek tenders on

the open market.

Auditor independence
and non-audit services
The directors received a declaration from the
auditor of the Institute, as printed on page 23.

Non-audit services

The non-audit services provided by the
organisation’s auditor, Sean Van Gorp, or his
firm, Ernst & Young, are set out in Note 17
Auditors’ remuneration in the Notes to and
forming part of the Financial Statements.
The directors are satisfied that the provision



of services is compatible with the general
standard of independence for auditors
imposed by the Corporations Act.

Respecting the rights of members
and timely and balance disclosure
The Institute is a not-for-profit membership
organisation governed by the Institute’s
Royal Charter and By-laws.

The Institute provides members with timely
access to information about the activities of
the business, management and governance
as well as changes in legislation that may
affect the profession. Key communication
channels include the monthly magazine
Charter, weekly technical e-newsletters

for tax, accounting and audit and financial
planning and superannuation, fortnightly
segmented e-bulletins, face-to-face visits
from a dedicated member relations team,
Training & Development seminars and
conferences, and the Institute's website.

The annual general meeting is held in Sydney,
New South Wales, with an open invitation
for members to attend and question the
President, Deputy President and CEO. The
external auditor is also required to attend and
is available to answer member questions
regarding the conduct of the audit and
preparation and content of the audit report.

Risk management

The Institute’s Executive Business Risk
Management Committee is charged with
identifying, assessing, monitoring and
managing risk and compliance across the
organisation. The committee reports to the
Audit Committee on an ongoing basis.

Enhanced performance

The Board and Board committees complete
an evaluation questionnaire annually. The
results are provided to the Governance and
Nominations Committee for review and
consideration with a recommendation being
provided to the Board.

Ethical and responsible

decision making

Members and staff are required to meet high
standards of honesty and integrity, as
outlined in the Institute’s Code of Conduct.

New employees to the organisation are
provided with a comprehensive information
kit and face-to-face induction, which outline
standards of behaviour expected of all
employees. All staff participate in the
Institute’s two-day cultural program PRIDE
(see page 17) and staff performance reviews,
and the development process includes
behavioural expectations in alignment with
these PRIDE values.

Declaration of independence by the Institute’s auditor

Sean Van Gorp FCA

C/- Level 49, 680 George Street

Sydney NSW 2000

Auditors’ Independence Declaration to the Directors of The Institute of Chartered

Accountants in Australia

In relation to my audit of the financial report of The Institute of Chartered Accountants in
Australia for the year ended 30 June 2006, to the best of my knowledge and belief, there has been
no contravention of the auditors’ independence requirements of any applicable code of

professional conduct.

M At

Sean Van Gorp FCA
Auditor

Sydney

4 September 2006

23

Fair and responsible remuneration
The Board has an Executive Review
Committee that monitors the terms and
conditions of employment of staff and staff
remuneration on behalf of the Board. The
committee considers the remuneration of
the Chief Executive and senior management.
The five highest paid executives (non-
directors) are paid within the salary bands
A$300K — $A400K and A$200K — $A299K.

No director of the Institute has, since the end
of the previous financial year, received or
become entitled to receive a benefit (other
than a benefit included in the total amount of
emoluments disclosed in Note 24 Director
and executive disclosures in the Notes to and
forming part of the Financial Statements).

Recognise the legitimate interest

of stakeholders

Directors are considered to be independent
in as far as membership does not imply or
constitute a relationship that would lead to
material interference with their ability to
act objectively and in the best interests of
the Institute.

Directors whose firms undertake work

for the Institute do not participate in
negotiations or discussions relating to

that specific work interest at Institute Board
meetings. Directors abstain from any
decisions that relate to their organisation.

No director or their organisation is a material
supplier to the Institute, although their
organisations may be substantial customers.
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The Institute of Chartered Accountants in Australia

Financial commentary

Full financial statements for the year ended 30 June 2006

Principal activities

The principal activities of the organisation

in the course of the year were the provision
of education and training to members,
potential members and the broader business
community, and the provision of member
services. There were no significant changes
in the nature of activities of the Institute
during the year.

Financial results and review
of operations

The Institute achieved a surplus of $450,000
for the year (2005 $4,023,000). Revenue
increased by 7.1 per cent to $61,879,000
while, due to a number of planned strategic
initiatives introduced, expenses increased
by 14.3 per cent to $61,429,000 compared
to 2005.

During the year, the Institute purchased
new premises in Erskine Street, Sydney
to allow for its expanding operations.

It also entered into a conditional sale
agreement for its current strata property
at York Street, Sydney.

Revenue and expenditure
The major movements in revenue were:

> Growth in membership numbers of
4.4 per cent combined with an increase
in subscription rates of 3.3 per cent
produced $2,175,000 increased income
from member fees

> Growth in the Training & Development
business of 14.6 per cent due to
increased attendance at Institute
Training & Development events and
growth in the In-House business

> The Chartered Accountants Program
recorded increased initial enrolments of
3,500 students from the previous year.
However, the increased revenue was offset
by an amount of $3,600,000 deferred for
the Tax module to the 2006/2007 financial
year. This module would have been
included in 2006 income as it had been
in 2005, had the timing not changed

> Growth in the overseas qualifications
assessment fees by 84 per cent to $981,000

> An increase in rental of 134 per cent due
to tenancy at Erskine Street, Sydney

> A decrease in interest received due to a
decline in cash position as a result of the
purchase of the Erskine Street property.

Funds were channelled into a number of
activities, increasing expenditure as follows:

> Investment in and the development of
new Training & Development products
and services of $1,700,000

> The Chartered Accountants Program
costs increased by 8.7 per cent or
$1,022,000, with significant investment in
the development and improvement of the
program to better meet the needs of the
employers and candidates

> The Institute commissioned a number
of academics and professional firms to
produce thought leadership papers and
guides or toolkits to assist members

> Member relationship management and
support increased with the formation of a
new NSW team, including the employment
of a new unit manager

> Increase in Finance and Administration,
primarily in the area of consultancy and
legal costs, with $425,000 incurred in
identifying new premises, depreciation
expense on Erskine Street premises
of $220,000 and costs of $428,000 for
the impairment of furniture, fixtures
and fittings of York Street premises

> The Institute engaged a research
consultancy firm during the year to
research a number of areas including the
Institute brand, member needs, training
and development, advertising concepts
and recruitment in the profession.
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Capital expenditure

The major capital costs incurred during the
year related to the purchase of premises at
33 Erskine Street, Sydney in February 2006
for $34,273,000. A program of renovation
and refurbishment will commence in
September 2006 and is due for completion
in March 2007.

Other capital expenditure included a program
of refurbishment at the leasehold branch
in Perth.

Cash flow and liquidity

The Institute maintained its strong cash
position throughout the first half of the
financial year. In February 2006 the Institute
purchased a new building in Erskine Street,
Sydney and borrowed funds. At balance
date the borrowings were $1.8m, which
was repaid in July 2006.

The refurbishment of premises at Erskine
Street, Sydney during the 2006-07 financial
year will cause the Institute to move into

a net debt position. It is anticipated that
borrowings will maximise at approximately
$21.7m during the year, with interest payable
increasing to approximately $750,000.

Based upon current earning projections,

it is anticipated that borrowings will be
repaid by 2010.

In addition, the Institute entered into a
conditional sales agreement to dispose of the
property at 37 York Street, Sydney for $14m.
The sale is being conducted through a Put
and Call Deed, with the Institute nominating
execution between 1 February and 31 May
2007. These sale proceeds will be used in
reducing part of the Institute’s debt.



The Institute of Chartered Accountants in Australia

Income Statement
For the year ended 30 June 2006

Relevance to Members and Stakeholders

Training & Development 9,622 (9,072) 450 8,303 (7,571) 732
Member Groups, Product Development and Support 1,239 (2,885) (1,646) 1,347 (2,276) (929)
Member Specialisation and Segmentation 347 (490) (143) 322 (447) (119)
Journal Charter 1,971 (2,699) (728) 1,784 (2,505) (721)
Congresses and Functions 645 (825) (180) 605 (881) (276)
Libraries and Bookshops 14 (859) (845) 19 (852) (833)
Website 17 (599) (582) 12 (703) (691)
Members’ Handbook 7/ (247) (174) 45 (312) (267)
13,828 (17,676) (3,848) 12,437 (15,541) (3,104)
Leadership and Competitive Positioning
Government Relations - (142) (142) - (137) (137)
Taxation - (969) (969) - (829) (829)
Technical Standards and Superannuation - (480) (480) - (461) (461)
Financial Reporting and Auditing Standards - (786) (786) - (728) (728)
International Standards Setting - (435) (435) - (411) (411)
Ethics Development, Compliance and Support 4 (1,039) (1,035) 65 (715) (650)
Quality Control 1,195 (1,479) (284) 1,083 (1,353) (270)
Disciplinary Activities 60 (623) (563) 76 (399) (323)
Professional Entry, Development and Ethics 981 (315) 666 533 (216) 317
Marketing 169 (6,816) (6,647) 165 (6,407) (6,242)
Public Relations - (1,005) (1,005) - (973) (973)
2,409 (14,089) (11,680) 1,922 (12,629) (10,707)
Growth to Ensure a Sustainable Future
Chartered Accountants Program 13,577 (12,678) 899 13,791 (11,656) 2,135
Careers Marketing 102 (1,515) (1,413) 107 (1,554) (1,447)
13,679 (14,193) (514) 13,898 (13,210) 688
Global Positioning
Global Accounting Alliance - (109) (109) - (8) (8)
- (109) (109) - (8) (8)
Changing and Evolving Role
National Board, Committees and Executive Management 27 (3,232) (3,205) 15 (2,743) (2,728)
Research - (486) (486) - (270) (270)
27 (3,718) (3,691) 15 (3,013) (2,998)
People and Culture
Human Resources and Training - (836) (836) - (636) (636)
- (836) (836) - (636) (636)
Administration
Information Technology - (2,783) (2,783) - (2,630) (2,630)
Finance and Administration 866 (4,878) (4,012) 202 (3,211) (3,009)
State Branch Administration 136 (2,451) (2,315) 114 (2,364) (2,250)
1,002 (10,112) (9,110) 316 (8,205) (7,889)
Member Fees, Interest and Other Revenue
Member Fees 29,685 (465) 29,220 27,510 (465) 27,045
Interest 1,249 (231) 1,108 1,632 - 1,632
30,934 (696) 30,238 29,142 (465) 28,677
Total from Ordinary Activities 61,879 (61,429) 450 57,730 (53,707) 4,023

| 2006 Report to Members



The Institute of Chartered Accountants in Australia

Balance Sheet
As at 30 June 2006

Current Assets
Cash and cash equivalents
Trade and other receivables

Assets available for sale
Total Current Assets

Non-Current Assets
Property, plant and equipment
Intangible assets

Total Non-Current Assets

Total Assets

Current Liabilities

Receipts in advance

Trade and other payables

Interest bearing loans and borrowings
Provisions

Total Current Liabilities

Non-Current Liabilities

Interest bearing loans and borrowings
Provisions

Total Non-Current Liabilities

Total Liabilities
Net Assets

Members' Funds
Reserves

Retained earnings
Total Members’ Funds
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10
11
12
13

12
13

14
14

2,328
4,959
7,287

13,900
21,187

36,680
105
36,785

57,972

21,038
6,253
14
1,556
28,861

1,927
533
2,460

31,321
26,651

7,367
19,284
26,651

33,488
5,274
38,762

38,762

16,978
85
17,013

55,775

19,609
7,309
189
1,463
28,520

606
606

29,126
26,649

7,815
18,834
26,649



Notes

2006
$'000
Inflows/
(Outflows)
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2005
$'000
Inflows/
(Outflows)
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2006 2005
$°000 $'000
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements

For the year ended 30 June 2006

1. Corporate information

The Institute of Chartered Accountants in Australia (‘the Institute’) is
a body corporate that is governed by its Supplemental Royal Charter
and is domiciled in Australia. The liability of its members is limited.

The registered office of the Institute is:
Level 14

37 York Street

SYDNEY NSW 2000

The principal activities of the Institute during the year were:
> the delivery of pre- and post-admission education and services
> the setting and maintaining of high standards as they apply to

members to enhance their standing with the public and the
business community

> the continuing development of government relations and advocacy
program in pursuit of legislative and regulatory objectives

> the continuing development of a program to enhance the market
and personal value of the Chartered Accountant designation.

The Institute had 254 permanent employees and in-house contractors
at 30 June 2006 (2005: 229 employees).

2. Summary of significant accounting policies

(a) Basis of preparation

This general purpose financial report has been prepared in
accordance with Australian Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board and
Urgent Issues Group Consensus Views.

This financial report has been prepared on the basis of historical cost,
except for property which is at fair value.

The financial report is presented in Australian Dollars and all
values are rounded to the nearest thousand dollars ($'000)
unless otherwise stated.

(b) Statement of compliance

The financial report complies with Australian Accounting Standards,
which include Australian equivalents to International Financial
Reporting Standards (‘AIFRS’).

This is the first financial report prepared on AIFRS, and comparatives
for the year ended 30 June 2005 have been restated accordingly.

Reconciliations of AIFRS equity and profit for 30 June 2005 to
the balances reported in the 30 June 2005 financial report and
at transition to AIFRS are detailed in Note 27.

(c) Cash and cash equivalents

Cash on hand and in banks and short-term deposits are stated

at their nominal amount. Short-term money market securities

are valued at cost plus accrued interest to balance date.

For purposes of the Cash Flow Statement, cash includes short-term
money market securities and deposits at call which are readily
convertible to cash on hand and subject to an insignificant risk

of changes in value, net of outstanding bank overdrafts.

(d) Trade and other receivables
Trade receivables are recognised and carried at original invoice
amount less a provision for doubtful debts.

An allowance for doubtful debts is made when there is objective
evidence that the Institute will not be able to collect the debts.
Bad debts are written off when identified.
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

2. Summary of significant accounting policies (continued)

(e) Property, plant and equipment

Land and buildings are measured at fair value less accumulated
depreciation on buildings and less any impairment losses recognised
after the date of revaluation.

All plant and equipment is carried at cost less accumulated

depreciation or amortisation and any accumulated impairment losses.

Depreciation of property, plant and equipment, other than freehold
land, is calculated on a straight line basis at rates which take account
of the remaining useful life of the relevant assets and their estimated
residual values.

The cost of fixtures and fittings on leasehold premises is amortised
over their estimated useful lives or the remainder of the lease period,
dependent on whichever period is shorter.

Major depreciation periods are:

Property: Strata title 50 years

Freehold 50 years
Building plant 25 years
Furniture 10 years
Office equipment 5 years
Computer equipment 3 years
Fixtures and fittings on freehold premises 10 years
Fixtures and fittings on leasehold premises Lease term
Motor vehicles 3 years

(i) Impairment

The carrying values of plant and equipment are reviewed for
impairment when events or changes in circumstances indicate
the carrying value may not be recoverable. Impairment losses
are recognised as expenditure in the Income Statement. Land
and buildings are measured at revalued amounts and therefore
impairment losses on land and buildings are treated as a
revaluation decrement.

(i) Revaluations

Following initial recognition at cost, land and buildings are carried at
a revalued amount which is the fair value at the date of revaluation
less any subsequent accumulated depreciation on buildings and any
subsequent accumulated impairment losses.

Any revaluation increment is credited to the property revaluation
reserve included in the members’ funds section of the Balance Sheet,
except to the extent that it reverses a revaluation decrease of the
same asset previously recognised in profit or loss, in which case

the increase is recognised in profit or loss.

Any revaluation decrease is recognised in profit or loss, except that
a decrease offsetting a previous revaluation increase for the same
asset is debited directly to the asset revaluation reserve to the extent
of the credit balance existing in the revaluation reserve for that asset.

Where assets have been revalued, the potential effect of the

capital gains tax on disposal has not been taken into account in the

determination of the revalued carrying amount. \Where it is expected
that a liability for capital gains tax will arise, this expected amount is
disclosed by way of note (refer to Note 4).
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(iii) Derecognition and disposal

An item of property, plant and equipment is derecognised upon
disposal or when no further future economic benefits are expected
from its use or disposal.

Any gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and the carrying
amount of the asset) is included in profit or loss in the year the asset
is derecognised.

(iv) Available for sale property
The fair value of the property has been estimated based on the
agreed sale price less estimated costs associated with the sale.

(f) Intangibles

Intangible assets acquired are initially measured at cost. Following
initial recognition, intangible assets are carried at cost less any
accumulated amortisation and any impairment losses.

The useful lives of intangible assets are assessed to be either

finite or indefinite. Intangible assets with finite lives are amortised
over the useful life and assessed for impairment whenever there

is an indication that the intangible asset may be impaired. The
amortisation period and the amortisation method for an intangible
asset with a finite useful life is reviewed at least at each financial
year-end. Changes in the expected useful life or the expected
pattern of consumption of future economic benefits embodied in
the asset are accounted for by changing the amortisation period or
method, as appropriate, which is a change in accounting estimate.
The amortisation expense on intangible assets with finite lives is
recognised in profit or loss in the expense category consistent with
the function of the intangible asset.

Intangibles are amortised as follows:

Computer software 3 years

(g) Receipts in advance

Receipts in advance are carried at original invoice amount in
respect of goods and services to be provided subsequent to
balance date. Receipts in advance includes membership fees,
Chartered Accountants Program and Training & Development
course fees.

(h) Trade and other payables

Trade payables and other payables are recognised when the
company becomes obliged to make future payments resulting
from the purchase of goods and services. Trade payables are
non-interest bearing and are normally settled on a 30 day term.



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

2. Summary of significant accounting policies (continued)

(i) Employee leave benefits

(i) Wages, salaries and annual leave

Liabilities for wages and salaries, including non-monetary benefits
and annual leave expected to be settled within 12 months of

the reporting date are recognised in other payables in respect of
employees’ services up to the reporting date. They are measured
at the amounts expected to be paid when the liabilities are settled.

(i) Long service leave

The liability for long service leave is recognised in the provision for
employee benefits and measured as the present value of expected
future payments to be made in respect of services provided by
employees up to the reporting date using the projected unit credit
method. Consideration is given to expected future wage and salary
levels, experience of employee departures, and periods of service.
Expected future payments are discounted using market yields at the
reporting date on national government bonds with terms to maturity
and currencies that match, as closely as possible, the estimated
future cash outflows.

(j) Revenue and expense recognition

Revenue and expenses are recognised to the extent that it is probable
that their respective economic benefits will flow to or be lost or
consumed by the Institute, and the revenue and expenses can be
reliably measured. The following specific recognition criteria must
also be met before revenue or expenses are recognised:

(i) Member fees

The Institute’s membership subscription year is 1 July to 30 June.
Fees are payable annually in advance. Only those member fee
receipts which are attributable to the current financial year are
recognised as revenue.

Fee receipts relating to periods beyond the current financial year
are shown excluding any applicable taxes in the Balance Sheet as
Receipts in advance under the heading of Current Liabilities.

(i) Other revenue-generating activities

The Institute undertakes certain activities which are accounted for on
a work in progress basis including Chartered Accountants Program
modules, Training & Development courses, Quality Reviews, Charter
Journals, Congresses and student activities. The Institute’s policy of
accrual accounting with respect to the recognition of revenue and
expenses on such activities is as follows:

(a) For activities which are completed on or before balance date,
any surplus or deficit is incorporated into the year's results;

For activities which take place wholly after the end of the financial
year, any revenue received and expense incurred on such
activities prior to balance date is deferred and carried forward in
the Balance Sheet within Receipts in advance and Prepayments
respectively; and

(c) For activities which span the balance date, a proportion of the
final projected net surplus is recognised in the financial year on
the percentage of completion basis.

Revenue in regard to certain activities is deferred in cases where it
is anticipated that refunds will be made in regard to discontinuation
by attendees. The deferred amount is carried forward in the Balance
Sheet within Receipts in advance.

(b

For activities which span the balance date, the methods adopted
to determine the percentage of completion basis are as follows:

(a) For Chartered Accountants Programn modules, the percentage
of completion is pro-rata according to the time span between
the commencement of the module and the completion of the
examination, and

(b) For other courses and activities that are delivered in a series
of events, the percentage of completion is pro-rata according
to the number of events delivered at balance date compared to
the total number of events in the series.

(i) Sale of goods

The Institute recognises revenue from the sale of goods when
physical control of the goods passes to the purchaser pursuant to an
enforceable sales contract and the costs incurred or to be incurred
in respect of the transaction can be measured reliably. Risks and
rewards of ownership are considered passed to the buyer at the
time of delivery of the goods to the customer.

(iv) Interest income and expense

Interest income on bank bills and deposits is recognised on an
accrual basis (using the effective interest method, which is the rate
that exactly discounts the estimated future cash receipts through the
expected life of the investment) where the Institute attains control of
a right to receive consideration for an investment.

Interest expense on borrowings is recognised on an accrual basis.

(v) Member groups

The Institute grants funds to certain intrastate and overseas member
groups. These funds are paid to support and supplement membership
activities controlled by members in those locations and are expensed
by the Institute at the time of the payment to the groups.
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

2. Summary of significant accounting policies (continued)

(k) Taxes

(i) Income tax

The Institute prepares its income tax returns by reference to

the application of the principle of mutuality to the revenue and
expenses of the Institute. The principle of mutuality is a common
law principle arising from the premise that individuals cannot profit
from themselves. Accordingly, receipts from members are deemed
to be mutual income and not subject to income tax, and expenses
in connection with mutual activities are therefore not deductible for
taxation purposes. All other receipts and payments are classified in
accordance with taxation legislation.

The Institute is liable for other taxes including fringe benefits tax.

Deferred income tax assets are recognised for all deductible
temporary differences, carry forward of unused tax assets and
unused tax losses, to the extent that it is probable that taxable profit
will be available against which the deductible temporary differences
and the carry forward of unused tax credits and unused tax losses
can be utilised, except:

> When the deferred income tax asset relating to the deductible
temporary difference arises from the initial recognition of an asset
or liability in a transaction that is not a business combination and,
at the time of the transaction, affects neither the accounting profit
not taxable profit or loss.

The carrying amount of deferred income tax asset is reviewed at each
balance date and reduced to the extent that it is no longer probable
that sufficient taxable profit will be available to allow all or part of the
deferred income tax asset to be utilised.

Unrecognised deferred income tax assets are reassessed at each
balance date and are recognised to the extent that it has become
probable that future taxable profit will allow the deferred tax asset
to be recovered.

Deferred income tax assets are measured at the tax rates that are
expected to apply to the year when the asset is realised, based on
tax rates that have been enacted or substantially enacted at the
balance date.

Where assets are revalued no provision for potential capital gains tax
has been made because of the long-term nature of the asset and
the existence of accumulated tax losses. Under current legislation,
13 per cent of the Institute’s strata title property interest is subject

to capital gains tax on disposal.
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(i) Goods and services tax (GST)

Revenues, expenses and assets are recognised net of the amount

of GST except:

> where GST incurred on a purchase of goods or services is not
recoverable from the taxation authority, in which case the GST
is recognised as part of the cost of acquisition of the asset or
part of the expense item as applicable; and

> receivables and payables are stated with the amount of
GST included.

The net amount of GST recoverable from or payable to the taxation
authority is included as part of receivables or payables in the
Balance Sheet.

In respect of all receipts in advance that are subject to GST, a liability
for GST payable is raised except for receipts in advance that have

a settlement date in respect of the GST liability that occurs prior to
balance date at which stage the liability will have already been settled.

Cash flows are included in the Cash Flow Statement on a gross
basis and the GST component of cash flows arising from investing
and financing activities, which is recoverable from or payable to tax
authorities, are classified as operating cash flows.

Commitments and contingent liabilities are disclosed net of the
amount of GST recoverable from or payable to the tax authorities.

(I) Operating leases

Operating lease payments are recognised as an expense in the
income statement on a straight-line basis over the lease term. Lease
incentives are recognised in the income statement as an integral part
of the total lease expense.

(m) Government grants

Government grants are recognised at fair value where there is
reasonable assurance that the grant will be received and all attaching
conditions will be complied with.

When the grant relates to an expense item, it is recognised as income
over the periods necessary to match the grant on a systematic basis
to the costs that it is intended to compensate.

(n) Provisions

Provisions are recognised when there is a present obligation (legal or
constructive) as a result of a past event, it is probable that an outflow
of resources embodying economic benefits will be required to settle

the obligation and a reliable estimate can be made of the amount of

the obligation.

If the effect of the time value of money is material, provisions are
discounted using a current pre-tax rate that reflects the risks specific
to the liability. When discounting is used, the increase in the provision
due to the passage of time is recognised as a borrowing cost.



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

2. Summary of significant accounting policies (continued)

(o) Borrowing costs
Borrowing costs are recognised as an expense when incurred.

(p) Interest-bearing loans and borrowings

All loans and borrowings are initially recognised at the fair value of
the consideration received less directly attributable transaction costs.

After initial recognition, interest bearing loans and borrowings
are subsequently measured at amortised cost using the effective
interest method.

Gains or losses are recognised in profit or loss when the liabilities
are derecognised.

(q) Impairment of assets

The carrying values of the Institute’s assets are reviewed for
impairment when events or changes in circumstances indicate the
carrying value may not be recoverable.

For an asset that does not generate largely independent cash inflow,
the recoverable amount is determined for the cash generating unit
to which the asset belongs.

If any such indication exists and where the carrying values exceed
the estimated recoverable amount, the assets or cash-generating
units are written down to their recoverable amount.

The recoverable amount of the asset is the greater of fair value less
costs to sell and value in use.

Where an impairment loss subsequently reverses, the carrying
amount of the asset is increased to the revised estimate of its
recoverable amount, but only to the extent that the increased carrying
amount does not exceed the carrying amount that would have been
determined had no impairment loss been recognised for the asset

in prior years.

An impairment loss and/or reversal is recognised in the Income
Statement immediately.
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

3. Revenue and expenses

(a) Revenue
Revenue from operating activities:

Subscriptions and related revenue 29,685 27,510

Revenue from education and other services 29,823 28,006
Total revenue from operating activities 59,508 55,516
Revenue from non-operating activities:

Rent 851 364

Royalties 124 105

Interest from other persons 1,249 1,632

Proceeds on sale of property, plant and equipment 147 113
Total revenue from non-operating activities 2,371 2,214
Total Revenue 61,879 57,730

(b) Other Income
Net gain/(loss) on disposal of property, plant and equipment 78 (46)

(c) Expenses included in the Income Statement
Depreciation and amortisation of non-current assets:

Property with Strata title 152 151
Freehold property 213 -
Furniture and equipment 247 232
Computer equipment 357 404
Fixtures and fittings (freehold) 117 72
Fixtures and fittings (leasehold) 96 117
Motor vehicles 54 66
1,236 1,042

Impairment of furniture and equipment 193 -
Impairment of fixtures and fittings (freehold) 235 -
Impairment of fixtures and fittings (leasehold) 19 -
447 -

Operating lease expense on premises 909 759

Other expenses
Bad debts written off 38 31

Finance costs
Bank loans and overdraft 231 -
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

4. Income tax

Prima facie tax expense from ordinary activities 135
Depreciation of fixtures and fittings (freehold) 117
Mutual activities with members (252)

Income tax expense attributable to ordinary activities =

At balance date accumulated revenue tax losses of $17m (2005: $17m) existed, giving rise to a
potential future tax benefit. The potential future tax benefit attributable to the revenue tax losses
is not recognised as realisation is not virtually certain. Subsequent to a review of tax losses,

the previous year's accumulated tax loss has been restated. The future income tax benefit for
revenue tax losses, which will offset future non-mutual income, will only be obtained if:

(a) future assessable income is derived of a nature and of an amount sufficient to enable
the benefit to be realised;

(b) the conditions for deductibility imposed by tax legislation continue to be complied with; and
(c) no changes in tax legislation adversely affect the Institute in realising the benefit.

Deferred tax assets not recognised in respect of deductible temporary differences amount
to $276,000 (2005: $185,000).

At balance date, the potential taxable capital gain on the strata title property interest is
approximately $500,000 (2005: $715,000), which is expected to be offset against the
accumulated revenue tax losses.

5. Cash and cash equivalents

Cash at bank and on hand 2,328
Deposits at call -
Short-term money market securities =

2,328
Cash at bank earns interest at floating rates based on daily bank deposit rates.
Short-term money market securities and deposits at call are stated at the lower of cost and
net realisable value.
At 30 June 2006, the Institute had available $18,200,000 (2005: Nil) of undrawn committed
borrowing facilities. (2005: At balance date the money market securities and deposits had
an average maturity of 36 days and the effective weighted average rates were 5.50% and
5.01% respectively.)
Reconciliation of net profit after tax to net cash flows from operations
Net profit 450
Adjustment for non-cash items
Depreciation of property, plant and equipment 1,236
Net (gain)/loss on disposal of property, plant and equipment (78)
Amortisation of intangible assets 37
Impairment of plant and equipment 447
Interest received (1,249)
Interest paid 231
624
Changes in working capital:
(Increase)/Decrease in receivables 315
(Decrease)/Increase in payables (1,056)
Increase in provisions 20
Increase in receipts in advance 1,429
708
Net cash inflow from operating activities 1,782

1,224
45
(1,269)

763
32,725
33,488

4,023

1,042
46

(1,632)
(544)

(1,222)
1,116
165
1,679
1,638

5117
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

6. Trade and other receivables (current)

Trade receivables 3,035
Less: Provision for doubtful debts (235)

2,800
Security deposit held 700
Other receivables and prepayments 1,459
Total trade and other receivables 4,959

Bad debts written off against provision -

Sales of advertising, sponsorship and quality reviews made on credit and due in 30 days
are included in trade receivables at balance due, net of a provision for amounts estimated
to be uncollectible. Interest is not charged on outstanding amounts.

The security deposit of $700,000 was received from the buyer of the building in Note 7
and held in trust for the Institute on 30 June 2006.

7. Assets available for sale

Strata Title property — at fair value 13,900

Available for sale asset consists of the strata title property at 37 York Street, Sydney.

On 30 June 2006 the Institute entered into a sales agreement to dispose of the property.
The sale is being conducted through a Put and Call Deed with the Institute nominating
execution between 1 February 2007 and 31 May 2007. A security deposit was received
in trust from the buyer, as disclosed in Note 6, for the purchase of this property.

The fair value of the property has been estimated based on the agreed sale price less
estimated costs associated with the sale.
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4,225
(229)
3,996

1,278
5,274



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

8. Property, plant and equipment

Property with Strata title — at fair value
Less: Transferred as available for sale (Note 7)

Freehold property — at fair value

Furniture and equipment — at cost
Less: Accumulated depreciation
Less: Impairment

Computer equipment — at cost
Less: Accumulated depreciation

Fixtures and fittings on freehold premises — at cost
Less: Accumulated depreciation
Less: Impairment

Fixtures and fittings on leasehold premises — at cost
Less: Accumulated amortisation
Less: Impairment

Motor vehicles — at cost
Less: Accumulated depreciation

Total property, plant and equipment

Motor vehicles

Motor vehicles are provided to certain senior staff in accordance with approved
employment arrangements and together with residual benefits are included in
employee remuneration packages.

Impairment

With the reclassification of the York Street property as an available for sale asset,

a recoverable amount was estimated for certain items of fixtures and fittings which
will not be relocated.

An estimate was also made of the recoverable amount of certain plant and equipment
at the Institute’s Brisbane office. This plant and equipment will not be included as part
of the planned relocation of this office during the 2006/2007 financial year.

In total, an impairment loss of $447,000 was recognised to reduce the carrying amount

of those assets to a nil recoverable amount as they are unlikely to have any resale value.

Revaluation of land and building

The Institute has adopted the market value for determining the fair value of its land
and building class of assets.

The Institute acquired the property at 33 Erskine Street Sydney in February 2006 with
a purchase price of $32,500,000 and incurred stamp duty of $1,773,000. The directors
have assessed the fair value at balance date as $34,060,000.

13,900
(13,900)

34,060

3,569
(2,665)
(193)

711

2,478
(2,011)
467

3,031
(1,911)
(235)

885

1,612
(1,175)
(19)
418

347
(208)
139

36,680

14,500

14,500

3,561
(2,450)

1,111

2,263
(1,732)
531

2,149
(1,794)
€58

1,467
(1,079)

388

580
(487)
93

16,978
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

8. Property, plant and equipment (continued)

Reconciliations
Reconciliations of the carrying amounts for each class of property, plant and equipment are set out below:

Property with Strata Title

Carrying amount at beginning 14,500
Net amount of revaluation decrements (448)
Depreciation expense (152)
Transferred as Available for Sale (13,900)

Freehold property

Fair value of acquisition 34,273
Depreciation expense (213)
34,060
Furniture and equipment
Carrying amount at beginning 1,111
Additions 90
Reclassification (48)
Disposals (2)
Depreciation expense (247)
Impairment (193)
711
Computer equipment
Carrying amount at beginning 531
Additions 293
Depreciation expense (357)
467
Fixtures and fittings on freehold premises
Carrying amount at beginning 355
Additions 882
Depreciation expense (117)
Impairment (235)
885
Fixtures and fittings on leasehold premises
Carrying amount at beginning 388
Additions 97
Reclassification 48
Amortisation expense (96)
Impairment (19)
418
Motor vehicles
Carrying amount at beginning 98
Additions 167
Disposals (67)
Depreciation expense (54)
139
Total
Carrying amount at beginning 16,978
Additions 35,802
Disposals (69)
Depreciation expense (1,236)
Impairment (447)
Transferred as Available for Sale (13,900)
Net amount of revaluation decrements (448)
36,680
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

9. Intangibles

Cost
Less: Accumulated amortisation

Reconciliation

Carrying value at beginning
Reclassification due to AIFRS restatement
Additions

Amortisation expense

10. Receipts in advance
Members' fees

Chartered Accountants Program and Training & Development course fees
Other

11. Trade and other payables

Trade payables
Other payables

Liabilities are recognised for amounts to be paid in the future for goods or services received,
whether or not billed to the Institute. Payables are normally settled within 60 days from date
of invoice and no interest is incurred on these payables.

12. Interest bearing loans and borrowings

Current

Bank overdrafts
Lease liabilities

Non-Current
Bill facility
Lease liabilities

Bill Facility

This is a floating rate bill facility with a limit of $20,000,000. The facility was obtained from
a financial institution and is secured by registered mortgages over the properties situated
at 37 York Street, Sydney NSW Australia and 33 Erskine Street, Sydney NSW Australia.

The bills have maturities within a month of balance date with effective interest rates of 5.75%
to 5.77%. The Institute expects to drawdown further bills with various maturity dates to meet
its funding requirements. The current facility is due to expire in February 2007 but has been
classified as non-current as the Institute expects to refinance this funding and continue it
until May 2010.

The overdraft facility is secured by registered mortgages over the properties situated at

37 York Street, Sydney 2000 NSW Australia and 33 Erskine Street, Sydney 2000 NSW Australia.

1,688
(1,583)
105

35

107
(37)
105

15,165
5,871
2
21,038

5,139
1,114
6,253

14
14

1,800
127
1,927

1,681
(1,546)
35

35

35

15,299
4,095
215
19,609

6,318
991
7,309

139

1155
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

13. Provisions

Current

Employee entitlements 21 1,556 1,463

Non-Current

Employee entitlements 21 285 375

Make good provisions 248 231
533 606

Reconciliation Make Good Provisions

Balance at beginning of year 231 167

Arising during year - 49

Discount rate adjustment 17 15
248 231

In accordance with the lease agreements with various third parties,
the Institute must restore leased premises in several locations to their
original condition before the cessation of the various lease terms.

Because of the long-term nature of the liability, the greatest uncertainty
in estimating the provision is the costs that will ultimately be incurred.
The provisions have been calculated using a discount rate of 7.5%.

14. Reserves and retained earnings

Nature and purpose of reserves

The property revaluation reserve is used to record increments
and decrements in the value of the property. The reserve is not
distributable to members in terms of the Supplemental Royal
Charter of the Institute.

Movements in reserves
Property revaluation reserve

Balance at beginning of year 7,815 7,814
(Decrement)/Increment on revaluation of property 8 (448) 1
Balance at end of year 7,367 7,815

Movements in retained earnings
Retained earnings

Balance at beginning of year 18,834 14,811
Net operating earnings from ordinary activities 450 4,023
Balance at end of year 19,284 18,834

15. Expenditure commitments

Operating leases - state branch office space

Within one year 809 895
After one year but not later than five years 2,729 2,404
More than five years 2,565 3,067

6,103 6,366

The leases are all non-cancellable operating leases. Two leases do not have
a renewal option. Three leases are subject to market review at set intervals.

Expenditure commitments — within one year

Fit out — Property at 33 Erskine Street, Sydney 3,843 -
Marketing and advertising 1,628 975
5,471 975
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

15. Expenditure commitments (continued)

Australian Accounting Standards Board (AASB) and Auditing and Assurance
Standards Board (AuASB)

The Institute contributes towards the funding of the operations of two Federal bodies,
namely AASB and AuASB. Next year, contributions to AASB and AuASB are likely to
be $243,000 and $364,500 per annum respectively. Contributions during 2006 to AASB
and AuASB were $325,000 and $412,500 (2005: $325,000 and $425,000) respectively.

Australian Professional Ethics and Standards Board (APESB)

The Institute expects to contribute an amount of $370,000 to the APES Board in the
2006 calendar year, of which $185,000 has been accrued as at 30 June 2006. For the
2007 calendar year the Institute estimates that the contribution will be $325,000.

Australian Accounting Research Foundation (AARF)

Under the terms of the constitution of the AARF, the Institute in conjunction with
CPA Australia contributes to AARF such funds as are necessary for the pursuit of the
objectives of AARF. Contributions during 2006 to AARF were $59,354 (2005: $120,458).

16. Contingent liabilities

Indemnities for bank guarantees to the lessors of premises occupied under operating leases

The Institute in conjunction with CPA Australia has financial undertakings in respect of
the Australian Accounting Research Foundation (AARF) as described in Note 15.

17. Auditors’ remuneration

Audit services

Other services

Services in respect of Professional Standards Council contributions
Information security assurance services

Training & Development presentations

Risk review

Tax reviews

Advisory

18. Unlisted shares in other entities
The Institute has an interest in the following corporation:

Name of Corporation Country of Incorporation Percentage of Ownership

ICAA Nominees Pty Limited Australia 100%

The corporation is dormant and has not been consolidated as it is considered to be immaterial.

685

109

47
11
20
89

685

37
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

19. Financial risk management objectives and policies

The Institute’s principal financial instruments comprise mainly bank loans, cash and short-term deposits.

The main purpose of these financial instruments is to raise finance for the Institute’s operations.
The Institute has various other financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations. The main risks arising from the Institute’s
financial instruments are cash flow interest rate risk, credit risk and liquidity risk. The Board
reviews and agrees policies for managing each of these risks and they are summarised below.

Cash flow interest rate risk
The Institute’s policy is to manage its interest cost using a mix of fixed and variable rate debt.

Credit risk exposure

The Institute’s maximum exposure to credit risk at balance date in respect of each class of
financial asset is the carrying amount for those assets as indicated in the Balance Sheet,

net of any provision for doubtful debts.

The Institute does not have a significant exposure to any individual counterpart, other than
the short term money market securities which are all accepted by a major commercial bank.
Trade receivables are concentrated in Australia and the concentration of credit risk arises

in the following industries:

Industry

Advertising and sponsors 34%

Accounting practices 45%

Credit services 7%

Others 14%
100%

Liquidity risk

The Institute’s objective is to maintain a balance between continuity of
funding and flexibility through the use of bank overdrafts and bank loans.

20. Financial instruments

Fair values

The estimated net fair values of financial assets and liabilities held at balance date
are represented by their carrying amounts. The net fair value of a financial asset or
liability is the amount at which the asset could be exchanged or the liability settled
in a current transaction between willing parties after allowing for transaction costs.

21. Employee entitlements and superannuation arrangements

The aggregate employment liability is comprised of:

Accrued wages, salaries and on-costs

Provisions (current) 13
Provisions (non-current) 13

Contributions to a number of defined contributions (accumulation)
funds are made for senior staff. The contributions are made only as
part of and within agreed remuneration package entitlements.

The Institute contributes at least 9% (2005: 9%) to a variety of
superannuation funds on behalf of its staff.
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20%
64%
5%
11%
100%

956
1,265
185
394
2,800

667
1,556
285
2,508

785
2,560
193
458
818986

396
1,463
8IS
2,234



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

22. Segment information

The Institute operates predominantly in Australia and in one business segment delivering
member and education services to accounting professionals. The Income Statement
discloses the revenue derived from this segment for each of these services.

23. Related parties

The Institute made payments of a nature detailed below to certain parties, including
partners or employees of Director-related entities. The payments were made to all parties
on the same terms and conditions:

> Gifts and fees to guest speakers at Training & Development events

> Author, group leader, reviewer, examination setting and examination marking fees in respect
of the Chartered Accountants Program modules

> Reviewer fees in respect of the Quality Review of certain practices.

The Institute also received the following fees from certain parties, including Director-related entities.
The fees were received from all parties under the same terms and conditions:
> Registration fees for attendance at Training & Development events

> Fees in respect of enrolment of students in the Chartered Accountants Program modules
> Fees in respect of the Quality Review of certain practices
> Fees in respect of attendances at networking functions.

The following table provides the total amount of transactions that were entered into with
Director-related entities for the relevant financial year.

All the following transactions were carried out on normal terms and conditions during the year.

S A Black Chapman & Eastway Fees relating to preparation and presentation
at Training & Development events
Chapman VL Fees for Quality Review
R DiMonte Deloitte Touche Preparation and presentation of educational courses
Tohmatsu

Advisory IT services

N T Faulkner KPMG Fees relating to preparation of material and auditorium hire

Fees relating to preparation and presentation at
Training & Development events

Consultancy fees

Share of expenses for preparation of a White Paper

R D Deutsch PricewaterhouseCoopers Fees relating to preparation and presentation of IFRS seminars

Fees relating to preparation and presentation at
Training & Development events

Comperio license fees

M E Parker Inpact McDonald Carter Fees relating to preparation and presentation at
Training & Development events

B L Balcombe Hydro Tasmania PAIB meeting in London

The above note reflects only those transactions incurred during the tenure of the respective Director.

33

35

41

21

25

52

70

40

17
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

24. Director and executive disclosures

(a) Details of key management personnel

(i) Directors
AR Arkell

R D Deutsch
R DiMonte
J M Morison
D X Parkin
M Spinks

N T Faulkner
R M Grimes
M E Parker

L B Balcombe

S A Black

R L Maple-Brown
L Hung

(if) Executives
G B Meyer
S B Harrison

E McFadzean
W J Palmer
S A O'Brien
S E Frenkel

S B M Grant
M T Jones

M J Nazarri
C M Abbott

M P Campion

P Reddy
B V Morris

L P Cochineas

Director
Director
Director
Director
Director
Director
Director
Director
Director

Director
Director
Director
Director

Chief Executive Officer
Chief Executive Officer

Deputy Chief Executive Officer

General Manager Standards & Public Affairs

General Manager Business Services

General Manager Chartered Accountants Program & Admissions
General Manager QLD

General Manager SA/NT

General Manager VIC/TAS

General Manager WA

General Manager Marketing

General Manager Support Services
General Manager Support Services

General Manager NSW/ACT
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appointed 1 January 2006

appointed 22 May 2006
appointed 1 July 2005

retired 31 December 2005
retired 31 December 2005
retired 31 December 2005
retired 30 September 2005

appointed 9 January 2006
resigned 30 December 2005

resigned 16 May 2006

appointed 14 November 2005
resigned 30 December 2005

appointed 17 October 2005



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)
For the year ended 30 June 2006

24. Director and executive disclosures (continued)

(b) Compensation of key management personnel

(i) Compensation Policy

The Directors and senior management remuneration is determined by the Executive
Review Committee, which also reviews remuneration levels for all staff. The committee
is appointed by the Board and consists of four members of the Board (currently the
President, Vice President, the Chairman of the Governance Committee and one other)
and an independent, senior member of the profession who has considerable knowledge
of and experience in remuneration practices.

(i) Compensation of Executives for the year

Compensation by category
Short-term

Post-employment

Other long-term leave payments
Termination

(i) Loans to Key Management Personnel
There are no loans between key management personnel and the Institute.

(iv) Other Transactions of Key Management Personnel and their personally related entities

There are no other transactions with key management personnel or their personally related entities.

25. Indemnification of directors and officers

The By-Laws of the Institute indemnify the directors and officers and provide that each Director
and Officer:

(a) shall be indemnified against any losses or expenses that such a Director or Officer incurs
or becomes liable to pay by reason of any act or deed done by the Director or Officer in the
discharge of that Director’s or Officer's duties except to the exent that such act or deed arises
from the Director’s or Officer’'s own wilful default, and

(b) shall not be liable for the acts of any person or for joining in any receipt or document or for
any act of conformity or for any loss or expenses happening to the Institute unless it arises
from the Director’s or Officer's own wilful default.

26. Members and members’ liability

Total membership at 30 June 2006 is 44,315 (2005: 42,510)

In terms of the Institute’'s Charter and By Laws:

(@) Members are not entitled to receive a dividend from the Institute, and

(b) Members who cease to be members remain liable to the Institute for all moneys which
at the time of ceasing to be a member were due by that member to the Institute.

2,497

225
281
3,003

2,192

2,192
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

27. Explanation of transition of Australian equivalents to AIFRS

For all periods up to and including the year ended 30 June 2005, the Institute prepared its
financial statements in accordance with Australian generally accepted accounting practice
(AGAAP). These financial statements for the year ended 30 June 2006 are the first the
Institute is required to prepare in accordance with Australian equivalents to International
Financial Reporting Standards (AIFRS). Accordingly, the Institute has prepared financial
statements that comply with AIFRS applicable for periods beginning on or after 1 January 2005

and the significant accounting policies meeting those requirements are described in Note 2.

In preparing these financial statements, the Institute has started from an opening Balance
Sheet as at 1 July 2004, the Institute's date of transition to AIFRS, and made those changes
in accounting policies and other restatements required by AASB 1 First-time adoption of
AIFRS. This note explains the principal adjustments made by the Institute in restating its
AGAAP Balance Sheet as at 1 July 2004 and its previously published AGAAP financial
statements for the year ended 30 June 2005.

Reconciliation of equity at 1 July 2004

Current Assets
Cash assets
Receivables

Total Current Assets

Non-Current Assets
Property, plant and equipment (b)
Total Non-Current Assets

Total Assets

Current Liabilities

Receipts in advance

Payables (a)
Interest bearing loans and borrowings

Provisions

Total Current Liabilities

Non-Current Liabilities
Provisions (b)
Total Non-Current Liabilities

Total Liabilities
Net Assets

Members’ Funds

Reserves

Retained earnings (a).(b)
Total Members’ Funds
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27,700
4,052
31,752

16,943
16,943

48,695

18,030
6,083

1,468
25,581

268
268

25,849
22,846

7,814
15,032
22,846

57
57

57
110

110

168
168

278
(221)

(221)
(221)

27,700
4,052
31,752

17,000
17,000

48,752

18,030
6,193

1,468
25,691

436
436

26,127
22,625

7,814
14,811
22,625



The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

27. Explanation of transition of Australian equivalents to AIFRS (continued)

Reconciliation of equity at 30 June 2005

Current Assets
Cash assets
Receivables

Total Current Assets

Non-Current Assets
Property, plant and equipment
Intangible assets

Total Non-Current Assets

Total Assets

Current Liabilities

Receipts in advance

Payables

Interest bearing loans and borrowings
Provisions

Total Current Liabilities

Non-Current Liabilities
Provisions
Total Non-Current Liabilities

Total Liabilities
Net Assets

Members’ Funds
Reserves

Retained earnings
Total Members’ Funds

Explanation of material adjustments to the cash flow statement

e

There are no material differences between the cash flow statement presented
under AIFRS and the cash flow statement presented under previous AGAAP.

33,488
5,274
38,762

16,828

16,929
55,691

19,609
7,179
(62
1,463
28,390

375
375

28,765
26,926

7,815
19,111
26,926

49
85
84

84

130

130

231
231

361
(277)

277)
(277)

33,488
5,274
38,762

16,978
85
17,013

55,775

19,609
7,309
(88
1,463
28,520

606
606

29,126
26,649

7,815
18,834
26,649
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The Institute of Chartered Accountants in Australia

Notes to the Financial Statements (continued)

For the year ended 30 June 2006

27. Explanation of transition of Australian equivalents to AIFRS (continued)

Reconciliation of profit for the year ended 30 June 2005

Revenue from ordinary activities

Expenses from ordinary activities

Operating leases (a)
Discount on make good provisions (b)
Amortisation of decommissioning asset (b)

Profit before Income Tax

Income tax benefit/(expense)
Profit from Ordinary Activities

Profit attributable to The Institute of Chartered Accountants in Australia

Notes to the reconciliations
Outlined below are the areas impacted upon adoption of AIFRS.

(a) Operating Leases

AIFRS requires operating lease expenses to be recognised on a straight line basis over
the term of the lease. An AIFRS transition adjustment is therefore required for leases
with a predetermined rent escalation. At the date of transition an increase in lease liability
of $110,000 and consequential decrease in retained earnings of the same amount is
recognised. At 30 June 2005 an increase in lease liability of $130,000 and consequential
decrease in retained earnings for the same amount is recognised. Application of AIFRS
to leases for the financial year ended 30 June 2005 results in a $20,000 reduction to net
surplus before tax.

(b) Make Good Provisions

In accordance with the lease agreements with various third parties, the Institute must
restore leased premises in several locations to their original condition at the cessation of
the various lease terms. Application of AIFRS at the date of transition results in an increase
to property, plant and equipment of $57,000, decrease to retained earnings of $111,000
and recognition of a provision of $168,000.

Application of AIFRS to the financial year ended 30 June 2005 results in an increase to
property, plant and equipment and intangibles of $84,000, decrease to retained earnings of
$147,000 and recognition of a provision of $231,000. Application of AIFRS has decreased
profit by $36,000 due to unwinding the discount on the provision and the additional
amortisation.

(c) Intangible Assets
This is made up of computer software which is now separately recognised in accordance
with the application of AIFRS.

28. Events after balance date

There has not arisen in the interval between the end of the financial year and the date of
this report any item, transaction or event of a material and unusual nature likely, in the
opinion of the directors of the Institute, to affect significantly the operations of the Institute
or the state of affairs of the Institute in future financial years.
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57,730
(63,651)

4,079

4,079

4,079

57,730
(53,651)
(20)

(1)

(25)
4,023

4,023

4,023
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The Institute of Chartered Accountants in Australia

Independent audit report

To members of the Institute of Chartered Accountants in Australia

Scope

The financial report, remuneration disclosures and directors’ agreed responsibility

The financial report comprises the balance sheet, income statement, statement of recognised income
and expense, cash flow statement, accompanying notes to the financial statements, and the directors’
declaration for the Institute of Chartered Accountants in Australia (the Institute), for the year ended

30 June 2006.

The directors of the Institute are responsible for preparing a financial report that gives a true and fair
view of the financial position and performance of the Institute, and that complies with Accounting
Standards in Australia, in accordance with the By-laws of the Institute. This includes responsibility

for the maintenance of adequate accounting records and internal controls that are designed to prevent
and detect fraud and error, and for the accounting policies and accounting estimates inherent in the
financial report.

Audit approach

| conducted an independent audit of the financial report in order to express an opinion to the members
of the Institute. My audit was conducted in accordance with Australian Auditing Standards in order

to provide reasonable assurance as to whether the financial report is free of material misstatement.
The nature of an audit is influenced by factors such as the use of professional judgement, selective
testing, the inherent limitations of internal control, and the availability of persuasive rather than conclusive
evidence. Therefore, an audit cannot guarantee that all material misstatements have been detected.

| performed procedures to assess whether in all material respects the financial report presents fairly,
in accordance with Accounting Standards in Australia, and other mandatory financial reporting
requirements in Australia, a view which is consistent with my understanding of the Institute’s financial
position, and of its performance as represented by the results of its operations and cash flows.

| formed my audit opinion on the basis of these procedures, which included:

> examining, on a test basis, information to provide evidence supporting the amounts and disclosures
in the financial report, and

> assessing the appropriateness of the accounting policies and disclosures used and the
reasonableness of significant accounting estimates made by the directors.

While | considered the effectiveness of management's internal controls over financial reporting when
determining the nature and extent of my procedures, my audit was not designed to provide assurance
on internal controls.

| performed procedures to assess whether the substance of business transactions was accurately
reflected in the financial report. These and my other procedures did not include consideration or
judgement of the appropriateness or reasonableness of the business plans or strategies adopted
by the directors and management of the Institute.

Independence

| am independent of the Institute, and have met the independence requirements of Australian
professional ethical pronouncements.

Audit opinion

In my opinion, the financial report of the Institute of Chartered Accountants in Australia presents fairly,
in accordance with Accounting Standards and other mandatory financial reporting requirements in
Australia, a view which is consistent with my understanding of the Institute’s financial position as at
30 June 2006, and of its performance as represented by the results of its operations and cash flows for
the year then ended.

S Van Gorp FCA
Auditor

Sydney

Date: 4 September 2006
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National / New South Wales

Chartered Accountants House

Level 14, 37 York Street, Sydney NSW 2000
GPO Box 3921, Sydney NSW 2001

Ph: 02 9290 1344 or 1300 137 322
Fax: 02 9262 1512
Email: ca_nsw®@icaa.org.au

Australian Capital Territory
National Surveyors House

27-29 Napier Close, Deakin ACT 2600
GPO Box 396, Canberra ACT 2601

Ph: 02 6282 9600 or 1300 137 322
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Level 1, 200 Mary Street

Brisbane QLD 4000

GPO Box 2054, Brisbane QLD 4001
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Fax: 07 3221 0856
Email: ca_gld@icaa.org.au
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Level 11, 1 King William Street
Adelaide SA 5000
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Western Australia

Ground Floor BGC Centre
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Email: ca_wa®icaa.org.au
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