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Meeting Legal Obligations

Standard 7.2 of the CMA Standards Council’s Principles and Standards reads as follows:

“The organisation must take reasonable steps to ensure that it meets its legal obligations
and in particular must not act in a way which could be dealt with as an indictable offence or
could be punishable by a civil or criminal penalty of over $10,000.”

The purpose of this resource paper is to discuss what “reasonable steps” could look like for an
organisation wishing to meet this standard.

This standard comes under Principle 7 of the CMA Standards Council’s Principles and Standards,
which states that an organisation must take steps to identify and monitor risks to which it is
exposed. One of the clearest risks any Christian (or indeed secular) organisation can have is that it
does not comply with its legal obligations.

Some obligations will apply to almost all Christian organisations, for example, meeting the annual
requirement to lodge an ACNC Annual Information Statement (AlS), or to lodge a Business Activity
Statement (BAS), or to make superannuation payments on behalf of employees. Others will be
specific to a particular type of ministry, for example, Christian camping sites will have to comply with
planning and local government regulations, a church will have to comply with child safe
requirements, a soup kitchen will have to comply with food handling laws.

Generally speaking, legal obligations can be categorised into two types: prohibitory and mandatory.
Prohibitory obligations prohibit you doing something, for example, you must not exceed a speed
limit. Mandatory obligations require you to do something, for example, you must pay your annual
car registration fee.

For an organisation to take reasonable steps to meet its legal obligations, we recommend three
complementary steps:

1. Governing body knowledge

It is not necessary for a governing body to be aware of every single regulation which impacts upon
the ongoing ministry of the organisation. However, it is certainly incumbent on the governing body
to be aware of the general nature of the major laws and regulations which would apply to the
organisation. Every member of the governing body of a not-for-profit should be aware that the
organisation must lodge an AlS each year and (unless it a Basic Religious Charity) the governing body
members must comply with the ACNC governance standards. Beyond that every member of the
governing body should be aware of the general spread of regulations which apply to it, although it is
probably only necessary for one or two members to have a more detailed knowledge of them. More
important however is for the governing body to ensure that the staff of the organisation have a
sound knowledge of all applicable laws.

Our recommendations:

e Every governing body member (whether a basic religious charity or not) should do a basic
governance course, such as the CMA Ministry Governance Conference, or the AICD course
called Governance Foundations for Not-For-Profit Directors, within 12 months of joining if
they have not done one before;
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e Governing body members should update their skills by way of a Board Development Plan
(see our separate resource paper on this topic);

e Governing bodies should be mindful in their recruitment policies to seek members which
have legal and/or accounting qualifications, and to seek members who have previous
experience working in the organisation’s ministry area; and

e Governing bodies should appoint a CEO who has experience in running this type of ministry,
or if not, then ensure that a CEO new to the ministry area is supported by an experienced
team which can guide him or her in learning about the regulations affecting the ministry.

2. Staff training

Except in a very small organisation, it is not necessary for the CEO to know every regulation which
may affect the ministry, provided there are experienced staff who are aware of the detail. However,
the general awareness and knowledge of the CEO should certainly be an order of magnitude greater
than that of the governing body members. An important task of the CEO is to ensure that staff
training is done, particularly for new staff, or if new requirements become applicable, for all affected
staff. Where particular obligations are mandatory, it can be very helpful to have policies and
procedures which incorporate those mandatory obligations into checklists or calendars.

Our recommendations:

e Have ajob description and standard induction process for all recruits which includes telling
and teaching them about any particular regulatory requirements which will be part of their
jobs.

e  Pair up all recruits with a more experienced mentor/buddy for a period (eg 3 months for an
experienced recruit, up to a year for a brand-new recruit) who can teach them about their
job and any regulations which apply to it;

e Prepare a spreadsheet with calendar memory joggers which sets out when the mandatory
obligations must be met, for example the dates a quarterly BAS is due, when PAYG group
certificates are due, when the AlS is due. It can be very valuable to also include in such a
spreadsheet any other regular non-statutory requirements, eg when the auditor should be
approached, preparation of monthly or quarterly management accounts, date for the AGM,
renewal of State fundraising licences, when the budget process should start etc (see for
example the attached sample spreadsheet used by Compassion Australia); and

e  Where new regulations come into force, nominate a “champion” who is responsible for
organising training of all affected staff (and volunteers) within a defined period of time, and
keep records of the training.

3. Awareness

It is often said, “you don’t know what you don’t know”, or as Donald Rumsfeld, former US Secretary
of Defence said, it’s the “unknown unknowns” which catch you out. The tendency of an organisation
to focus on its own ministry to become the best it can be is laudable in many circumstances, but can
also be a trap. It is important for the senior staff in particular (eg the CEO and CFO), the Chair and, to
a lesser extent, the other members of the governing body, to stay abreast of any regulatory trends
which are happening in the relevant ministry sector and the broader world which may in the future
impact on your organisation. The best way to do this is to be widely read in the general press or
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internet, and to develop informal and formal networks of advisors and colleagues who can keep the
leadership abreast of new developments.

Our recommendations:

e senior staff should develop good relationships with the organisation’s auditor and lawyers,
including being on relevant mailing lists from them;

e relevant staff and members of the governing body should join industry associations and
attend conferences (eg the CMA Annual Conference and the annual CMA Ministry
Governance days) to learn of forthcoming new developments and emerging new and best
practices; and

e specific staff members or governing body members could join a relevant peer focus group
(eg a CMA Integrated Leadership Group) for peer learning, growth, support and discussion.

There is no single way of ensuring that your organisation meets its legal obligations, as every
organisation is different, and will have a different set of legal obligations which apply to it. Our
standard 7.2 requires however that your governing body is aware of the organisation’s risks in this
respect, and has a system in place to manage and minimise those risks.
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COMPASSION AUSTRALIA MONTHLY COMPLIANCE REPORT — Juiy FY18

The following primary operational compliance activities will be reviewed over the coming year on a monthly
basis. Matters reguiring compliance in a particular month are indicated by shading each compliance activity

under the relevant month.

Compliance matters reviewed and operating consistently with organisational policy are indicated with a v,

Compliance Activity Description

| Aug I Sep | Oct | Nov | Dec E.lan I Feb —[ Mar | Apr E May | Jun

A. Board/Management: Governance, Company Secretarial and Legal
1.  ACNC change of directors notification "
2. Board minutes completed and ratified
3. AGMheld
4. Board sign off audit and financial
statements
5.  Strategic goals set
B. Program and Organisational compliances
6. ACNC AIS Submitted
7. Tax Endorsements Review
C. Licensing
8. NSW Fundraising license current
{Ex 13/08/18)
9. VIC Fundraising license current
{Ex 19/11/18)
10. QLD Fundraising license current
{ongoing)
11. SA Fundraising license current
(Ex 31/12/17)
12, TAS Fundraising license current
{ongoing)
13. WA Fundraising license current e e
(Ex 18/09/18) st :
14. NT Fundraising license current
{no license required)
15.  ACT Fundraising license current {Ex
03/11/21)
D. Financial Accounting Compliances
16. Final Audit
17. Interim Audit
18. Complete quarterly BAS
15. Produce monthly accounts
20. Complete annual financial statements
21, Budget approved by Board
22, Budget guarter review
E. Financial Operations: Payroll
23, Payroll records (SL, LSL, AL} up-to-date
24, Complete group certificates
25. Super payments up-to-date
26. PAYG withholding up-to-date
27. Complete annual PAYG reconciliations
28. Complete and lodge FBT return
29, Workers compensation return and audit
30. Quarterly FBT vehicle report
31. Staff Life Insurances up-to-date
32.  Public liability & Management/Directors

insurance premiems paid
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33. Payroll Masterfile report reviewed

34, Supplier Masterfile report reviewed*

F. Financial Operations: Other

35. Annual reports finalized

G. Policy Compliance

36. Nil Privacy complaints

37. Privacy policy review

38. Nil Copyright complaints

39. N discrimination, harassment and bullying
cases

40. Nil child protection cases

41. WGEA Report Submitted

42, Board WHS policy

H. Risk Management

43. Nil legal action pending

44, WHS management system review

45. Qvalent PCI compliance review

46, AMEX PCl compliance review

47. Website certificate

48. Current business continuity plan™

49, Current Crisis Communication Plan

50. Cloud lock dashboard check

Note 1 (item 34): {tem has not yet been completed.
Note 5 (item 48): Disaster recovery plan requires updating to reflect technology changes.

Certified by: Executive Director: Ministry Services:




