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The Institution of Engineers Australia
and its controlled entities

Directors’ report

The directors present the annual financial report of The Institution of Engineers Australia and its controlled entities (‘the Group') for the financial
year ended 30 June 2020.

Board members
The names and particulars of the directors of the Board during or since the end of the financial year are:

Name Titles of membership Period of office Board membership
|IE Aust

C Champion* FIEAust CPEng EngExec NER APEC Engineer IntPE(Aus)  01-Jan-18 31-Dec-21 National President / Board Chair

P L White** FIEAust CPEng EngExec NER APEC Engineer IntPE(Aus)  02-Jan-16 31-Dec-21 Elected Director
R Aseervatham  FIEAust CPEng APEC Engineer InstPE(Aus) 01-Jan-19 31-Dec-21 Elected Director
L Cade FIEAust CPEng EngExec NER APEC Engineer IntPE(Aus)  01-Jan-18 31-Dec-20 Elected Director
N Fleming FIEAust CPEng EngExec NER APEC Engineer IntPE(Aus)  01-Jan-17 31-Dec-21 Elected Director
H Inan - 06-Aug-18 06-Aug-20 Appointed Director
M Kennedy FIEAust CPEng EngExec APEC Engineer IntPE(Aus) 01-Jan-17 31-Dec-19 Elected Director
MG M Thompson FIEAust CPEng EngExec APEC Engineer IntPE(Aus) 01-Jan-20 31-Dec-22 Elected Director

* C Champion was an elected Director from period 1-Jan-18 to 31-Dec-19
** P | White was National President / Board Chair from period 1-Jan-16 to 31-Dec-19

Principal activities

The principal activity of the parent entity of the Group during the financial year was to operate as the peak body of the engineering profession to
advance the science and practice of engineering for the benefit of the community.

Operating result
The net surplus of the Group for the year was $6,824,000 (2019: net surplus $4,542,000).

Subsequent events

There has not been any matter or circumstance that has arisen since the end of the financial year that has significantly affected, or may
significantly affect, the operations of the consolidated entity, the results of those operations, or the state of affairs of the consolidated entity in
future financial years.

Changes in state of affairs
There was no significant change in the state of affairs of the Group during the financial year.

Future developments

The Group is currently reviewing the rationalisation of its group structure and will continue to review the activities of the Group to ensure that its
objectives are maintained in the best interests of members.



The Institution of Engineers Australia
and its controlled entities

Directors' report (cont'd)

Meeting of directors

Meeting of committees

. Engineering

Full meetlng Audit and Board People & Collgge Board Honours Practice
of directors . S Chairs Governance .
Risk Nomination Culture . and Awards | Advisory
Forum Committee .

Name Committee
A B A B A B A B A B A B A A B
C Champion 9 10 1 * 2 2 1 1 * * * * * * 1 1
Hon P L White 10 10 2 2 4 4 1 1 1 1 * * * * 1 1
M Kennedy 4 4 2 2 * * 1 1 * * * * * *
N Fleming 10 10 2 2 * * 2 2 * * 1 1 * * * *
L Cade 10 10 4 4 * * 1 1 * * 1 1 * * * *
H Inan 9 10 * * * * * * * * * * * * * *
R Aseervatham 10 10 2 2 2 1 1 * * * * * * * *
MG M Thompson 6 6 2 2 * * 1 1 * * * * * * * *

A = Number of meetings attended from 1 July 2019 to 30 June 2020
B = Number of meetings held during the time the director held office or was a member of the committee during the year
* = Not a member of the relevant committee

Signed in Sydney on the 28th October 2020, in accordance with a resolution of the Board.

Chris Champion

National President and Board Chair
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Auditor’s Independence Declaration

As lead auditor for the audit of The Institution of Engineers Australiafor the year ended 30 June 2020,
I declarethatto the best of my knowledge and belief, there have been no contraventionsofany
applicable code of professional conduct in relation to the audit.

This declarationis in respectof The Institution of Engineers Australiaand theentitiesit controlled
during the period.

David Murphy Canberra
Partner 28 October2020
PricewaterhouseCoopers

. PricewaterhouseCoopers, ABN 52 780 433 757
28 Sydney Avenue, FORREST ACT 2603, GPO Box 447, CANBERRA CITY ACT 2601
T:+6126271 3000, F: + 61 26271 3999, www.pwc.com.au

Liability limited by a scheme approved under Professional Standards Legislation.



The Institution of Engineers Australia
and its controlled entities

Consolidated statement of profit or loss and other comprehensive income
for the year ended 30 June 2020

2020 2019
Notes $'000 $'000
Revenue and other income
Revenue from contracts with customers 1(a) 78,525 71,973
Other income 2 1,143 1,393
Net gains on financial assets at fair value through profit or loss 354 -
Total revenue and other income 80,022 73,366
Expenses
Employee expenses 30,763 30,155
Education course delivery expenses 12,390 10,815
Administrative, publication and IT expenses 11,113 11,535
Depreciation and amortisation 9,10,11 5,392 3,390
Conferences / events expenses 5,069 5,082
Impairment of intangible assets 11 2,350 107
Premises expenses 2,126 3,529
Consultancy expenses 1,700 1,860
Travel expenses 1,419 1,823
Finance costs 10 537 -
Net impairment losses on financial and contract assets 199 -
Other expenses 99 482
Total expenses 73,157 68,778
Share of net profit of joint ventures accounted for using the equity method 7 -
Surplus before income tax 6,872 4,588
Income tax expense 48 46
Surplus for the year 6,824 4,542
Other comprehensive income
Items that will not be reclassified to profit or loss:
(Loss) / gain on revaluation of land and buildings (147) 445
Total comprehensive income for the year 6,677 4,987
Total comprehensive income attributable to members 6,677 4,987

The above consolidated statement of profit or loss and other comprehensive income should be read in conjunction with the accompanying notes.



The Institution of Engineers Australia
and its controlled entities

Consolidated balance sheet
as at 30 June 2020

2020 2019
Notes $'000 $'000
Current assets
Cash and cash equivalents 3 31,840 24,249
Financial assets at amortised cost 4 14,568 24,852
Contract assets 1(b) 337 449
Trade receivables 5 4,738 4,870
Conferences work in progress 6 - 168
Prepayments 2,760 2,267
54,243 56,855
Assets classified as held for sale 12 3,000 -
Total current assets 57,243 56,855
Non-current assets
Investments accounted for using the equity method 7 62 -
Financial assets at fair value through profit or loss 8 12,465 -
Property, plant and equipment 9 24,861 27,245
Right-of-use assets 10 13,674 -
Intangible assets 11 4,939 8,448
Lease receivable 10 13 -
Loans 42 50
Total non-current assets 56,056 35,743
Total assets 113,299 92,598
Current liabilities
Contract liabilities 1(b) 28,592 29,965
Lease liabilities 10 1,427 -
Trade and other payables 13 6,377 5,796
Provisions 14 2,847 2,470
Other liabilities 21 15
Income tax payable 17 41
Total current liabilities 39,281 38,287
Non-current liabilities
Provisions 14 955 622
Lease liabilities 10 13,464 822
Total non-current liabilities 14,419 1,444
Total liabilities 53,700 39,731
Net assets 59,599 52,867
Members' funds
Retained earnings 42,396 35,517
Reserves 17,203 17,350
Total members' funds 59,599 52,867

The above consolidated balance sheet should be read in conjunction with the accompanying notes.



The Institution of Engineers Australia

and its controlled entities

Consolidated statement of changes in equity
for the year ended 30 June 2020

Reserves
Asset Technical
Retained Revaluation Initiatives
Earnings Reserve Fund Total
$'000 $'000 $'000 $'000
Balance at 1 July 2018 30,975 14,487 2,418 47,880
Surplus for the year 4,542 - - 4,542
Other comprehensive income for the year - 445 - 445
Total comprehensive income for the year 4,542 445 - 4,987
Balance at 30 June 2019 35,517 14,932 2,418 52,867
Surplus for the year 6,824 - - 6,824
Other comprehensive income for the year - (147) - (147)
Transfer* 55 - - 55
Total comprehensive income for the year 6,879 (147) - 6,732
Balance at 30 June 2020 42,396 14,785 2,418 59,599

* The Group has reported for the first time in 2019-20 the joint venture Australian Construction Achievement Award
which the Group's parent entity, the Institution of Engineers Australia (Engineers Australia), is an equal partner. The
transfer amount includes the Group's share of net assets taken up by the Group for this entity from prior years.

Further details at Note 7.

The above consolidated statement of changes in equity should be read in conjunction with the accompanying notes.



The Institution of Engineers Australia
and its controlled entities

Consolidated statement of cash flows
for the year ended 30 June 2020

2020 2019
Notes $'000 $'000
Cash flows from operating activities
Receipts from members and customers 83,534 80,008
Payments to employees and suppliers (69,421) (69,603)
Interest paid (537) -
Income taxes paid (72) (33)
Net cash inflow from operating activities 13,504 10,372
Cash flows from investing activities
Interest received on financial assets held as investments 487 795
Payments for financial assets at fair value through profit or loss (12,000) -
Net proceeds from term deposits 10,284 5,171
Purchase of property, plant and equipment (1,418) (157)
Purchase of intangible assets (1,624) (987)
Net cash (outflow) / inflow from investing activities (4,271) 4,822
Cash flows from financing activities
Principal elements of lease payments received 9 -
Principal elements of lease payments (1,651) -
Net cash (outflow) from financing activities (1,642) -
Net increase in cash and cash equivalents 7,591 15,194
Cash and cash equivalents at beginning of the financial year 24,249 9,055
Cash and cash equivalents at end of the financial year 3 31,840 24,249

The above consolidated statement of cash flows should be read in conjunction with the accompanying notes.



The Institution of Engineers Australia

and its controlled entities

Notes to the consolidated financial statements

for the year ended 30 June 2020

Note 1 Revenue from contracts with customers

(a) Disaggregation of revenue from contracts with customers

The Group derives revenue from the transfer of goods and services over time and at a point in time in the following major product lines:

Membership

Assessment and

Education courses

Sponsorship

Conferences and

Advertising rebate

All other segments

charges events TOTAL
2020 Australia Australia Australia Australia Australia Australia Australia
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Timing of revenue recognition
At a point in time - 3,253 1,572 1,499 4,848 - 70 11,242
Over time 27,737 16,782 19,996 1,187 - 807 774 67,283
Total 27,737 20,035 21,568 2,686 4,848 807 844 78,525
. Assessment and . . Conferences and .
Membership e Education courses Sponsorship events Advertising rebate | All other segments TOTAL
2019 Australia Australia Australia Australia Australia Australia Australia
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Timing of revenue recognition
At a point in time - 3,603 2,535 469 3,336 - 10 9,953
Over time 25,402 16,972 16,656 1,342 - 841 807 62,020
Total 25,402 20,575 19,191 1,811 3,336 841 817 71,973

* All revenue is delivered in Australia, with a small amount of revenue being received from overseas customers. Refer to Note 25 (d) for further details.




The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000

Note 1 Revenue from contracts with customers (continued)

(b) Assets and liabilities related to contracts with customers
The Group has recognised the following assets and liabilities related to contracts with customers:

Current contract assets relating to eduction courses 66 -
Current contract assets relating to advertising rebate 208 449
Current contract assets relating to assessment services 13 -
Current contract assets relating to conference / events 19 -
Current contract assets relating to other 31 -

Less: loss allowance - -

Total current contract assets 337 449
Contract liabilities - membership subscriptions 15,712 17,169
Contract liabilities - assessment related services 1,670 1,377
Contract liabilities - education courses 9,956 9,357
Contract liabilities - sponsorship 378 195
Contract liabilities - conferences / events 631 1,494
Contract liabilities - advance payments for services not yet provided 245 373
Total current contract liabilities 28,592 29,965




The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000
Note 2 Other income
Dividend 145 -
Rent received 270 407
Interest on financial assets at amortised cost 486 795
Other 242 191
Total other income 1,143 1,393
Note 3 Cash and cash equivalents
Cash at bank and on hand (i) 31,840 24,249
Total cash and cash equivalents 31,840 24,249

Note 4

(i) Cash at bank included $413,882 of net revenue (2019: $393,082) collected for the Technical Societies
that will be distributed to them after 30 June 2020, and as such is not available for general use by the
Group.

Financial assets at amortised cost
The Group classifies its financial assets at amortised cost only if both of the following criteria are met:

- the asset is held within a business model whose objective is to collect the contractual cash flows; and
- the contractual terms give rise to cash flows that are solely payments of principal and interest.

Financial assets at amortised cost include the following debt investments:

Current assets
Term deposits 14,568 24,852

Total financial assets at amortised cost 14,568 24,852

10



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000
Note 5 Trade receivables
Trade receivables from contracts with customers 5,018 5,108
Less: expected credit loss (337) (248)
4,681 4,860
Accrued interest income 57
Total trade receivables 4,738 4,870
Note 6 Conference work in progress
Current
- World Engineers Convention Australia 2019 - 168
Total conference work in progress - 168

Change in accounting policy for conference work in progress

In the prior year salary costs associated with future conferences (that are yet to be held) were categorised as work in progress. In the 2019-20
financial year, salary costs are expensed in the year that they are incurred. The amount for 2019 relates to the World Engineers Convention

Australia 2019 (Melbourne) which was held in November 2019.

Note 7 Investments accounted for using the equity method

Interests in joint ventures
Set out below is a joint venture involving Engineers Australia as at 30 June 2020. The entity has share capital

consisting solely of members' capital, which are held directly by the Group. The country of incorporation or registration
is also their principal place of business, and the proportion of ownership interest is the same as the proportion of

voting rights held. This was the first year that this has been reported and Engineers Australia held a 50% share.

Place of % of ownership Measurement

N - Fair Value ($000)
=ame Business interest method air Value ($000
2020 2019 2020 2019
Australian Construction Achievement Award Australia 50% 50% Equity method 62 -
Total investments accounted for using the equity method 62 -

Note 8 Financial assets at fair value through profit or loss

Fair value through profit or loss

Equity and debt investments 12,465 -
Total financial assets at fair value through profit or loss 12,465 -
Comprising:

Morgan Stanley investment 12,465 -

11



The Institution of Engineers Australia

and its controlled entities

Notes to the consolidated financial statements

for the year ended 30 June 2020

F’Iant,
Land and furniture and Leasehold
buildings equipment improvement
at fair value at cost at cost Total
$'000 $'000 $'000 $'000
Note 9 Property, plant and equipment
(a) As at 30 June 2019
Cost or fair value 25,570 5,186 2,638 33,394
Accumulated depreciation - (4,429) (1,720) (6,149)
Net book amount 25,570 757 918 27,245
For the year ended 30 June 2020
Opening net book amount 25,570 757 918 27,245
Revaluation (deficit) / surplus (147) - - (147)
Additions - 91 1,327 1,418
Disposals / impairment - (2) - (2)
Reclassified as held for sale (3,000) - - (3,000)
Depreciation expense (328) (131) (194) (653)
Closing net book amount 22,095 715 2,051 24,861
As at 30 June 2020
Cost or fair value 22,095 4,406 3,879 30,380
Accumulated depreciation - (3,691) (1,828) (5,519)
Net book amount 22,095 715 2,051 24,861

(b) Building valuation

In accordance with the Group's policy, the land and buildings were revalued by independent professional
valuers to determine the fair value of the land and buildings. Land and buildings are situated throughout
Australia and each valuation was performed by Savills Valuation Pty Ltd in June 2020. The previous

valuation was prepared in June 2019.

12



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 1 July 2019 *
$'000 $'000
Note 10 Leases
Lease information for the Group
Amounts recognised in the balance sheet
The balance sheet shows the folloing amounts relating to leases:
Right-of-use assets
Buildings 13,344 8,595
Equipment 330 184
13,674 8,779
Lease receivable
Buildings 13 22
Lease liabilities
Current 1,427 1,300
Non-current 13,464 8,258
14,891 9,558

* For adjustments recognised on adoption of AASB 16 Leases on 1 July 2019, please refer to note 26.

Additions to the right-of-use assets during the financial year were $6,851,733 (which is the gross value
excluding the impact of depreciation through the year).

Amounts recognised in the statement of profit or loss
The statement of profit or loss shows the following amounts relating to leases:

Interest income on lease receivables

Buildings 1

Depreciation charge of right-of-use assets

Buildings 1,877

Equipment 79
1,956

Interest expense (included in finance cost) 537

Expense relating to short-term leases (included in Administrative,

publication and IT expenses) 74

short-term leases (included in Administrative, publication and IT

expenses) 368

The total cash outflow for leases in 2020 was $2,631,518.
Further details on the application of leases for the Group is at Note 25(j).

Finance lease receivable
Finance lease receivable relate to the sublease of the Group's leased property in Newcastle, which has a
lease term between 1 to 5 years.

Receivable:
Not later than 1 year 9 -
Later than 1 year but not later than 5 years 4 -
Total finance lease receivable 13 -

13



The Institution of Engineers Australia

and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

Computer Developed "create" Intangible
software course design Trademarks Goodwill assets WIP
at cost at cost at cost at cost at cost at cost Total
$'000 $'000 $'000 $'000 $'000 $'000
Note 11 Intangible assets
As at 30 June 2019
Cost 17,773 748 174 196 572 251 19,714
Accumulated amortisation and impairment (10,424) (340) (143) - (359) - (11,266)
Net book amount 7,349 408 31 196 213 251 8,448
For the year ended 30 June 2020
Opening net book amount 7,349 408 31 196 213 251 8,448
Additions 942 124 - - - 558 1,624
Transfers 2 31 - - - (33) -
Impairment (2,278) (72) - - - - (2,350)
Amortisation expense (2,518) (234) (31) - - - (2,783)
Closing net book amount 3,497 257 - 196 213 776 4,939
As at 30 June 2020
Cost 12,346 903 174 196 572 776 14,967
Accumulated amortisation and impairment (8,849) (646) (174) - (359) - (10,028)
Net book amount 3,497 257 - 196 213 776 4,939

14



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000
Note 12 Assets classified as held for sale
Current assets held for sale
447 Upper Edward St, Spring Hill QLD 3,000 -
Total assets classifed as held for sale 3,000 -

In November 2019, Engineers Australia's Brisbane office moved to a new location at 340 Adelaide Street
Brisbane, and the Directors of Engineers Australia decided to sell the property at 447 Upper Edward Street,
Spring Hill QLD. Assets classified as held for sale during the reporting period were measured at fair value,
based on the revaluation performed by Savills Valuation Pty Ltd in June 2020.

Note 13  Trade and other payables

Trade creditors and accruals 4,728 3,597
Sundry creditors 506 929
Goods and services tax payable 1,143 1,270
Total trade and other payables 6,377 5,796

Note 14 Provisions

Employee benefit provisions 3,585 3,029
Make good provision 217 63
Total provisions 3,802 3,092
Current 2,847 2,470
Non-current 955 622
Total provisions 3,802 3,092
Number of employees at year end 303 307

Note 15 Contingent liabilities
Estimates of material amounts of contingent liabilities not provided for in the financial report arising from:

Contract performance guarantee in favour of the lessor of the premises at
Bourke Place Melbourne VIC 3000. 952 952

(First registered mortgage over non residential real property located at units 1-5
Engineering House 11 National Circuit Barton ACT 2600 is held as security for the
guarantee)

15



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000

Note 16 Commitments

(a) Non-cancellable operating lease commitments

Operating leases relate to leases of office and equipment with lease terms between 1 to 10 years. No operating
leases contain an option to purchase the leased asset at the expiry date of the lease period. From 1 July 2019,

the Group has recognised right-of-use assets for these leases, except for short term and low-value leases, see
note 10 for further information.

Non-cancellable operating lease commitments
Commitments for mimimum lease payments in relation to non-cancellable
operating leases are payable as follows:

Within one year - 1,947 *

Later than one year but not later than five years - 7,586 *

Later than five years - 2,000
Total non-cancellable lease commitments - 11,533

* The lease commitments for 30 June 2019 have been updated due to additional commitments included for the Group's
office lease in Hobart, Tasmania and office equipment lease with Capital Finance.

(b) Other commitments
Other expenditure contracted for at the end of the reporting period but not
recognised as liabilities is as follows:

Within one year 2,945 3,535
Later than one year but not later than five years 6,201 -
Later than five years - -

Total other commitments 9,146 3,535

Other commitments includes only the material value of contracts where the Group has made a commitment
via a contract or agreement with a third party for future purchases of goods or services. The amount reported
includes commitments for IT services and publishing expenditure relating to the Group's "create" magazine.
The disclosure for the financial year ending 30 June 2019 has also been updated accordingly.

16



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019
$'000 $'000

Note 16 Commitments (continued)

(c) Lease receivables

Operating lease receivable

Operating lease receivable relate to properties owned by the Group that are leased to third parties, with lease
terms between 1 to 5 years. No operating leases contain an option to extend or purchase the property at the
expiry of the lease period.

Receivable:
Not later than 1 year 119 135
Later than 1 year but not later than 5 years 191 309
Total operating lease receivable 310 444
Note 17 Reserves

Nature and purpose of reserves

Asset revaluation reserve

The asset revaluation reserve is used to record increments and decrements on the revaluation of non-
current assets. In the event of a sale of an asset, any balance in the reserve in relation to the asset is
transferred to retained earnings, see accounting policy note 25(q) for details.

Note 18 Events after balance sheet date
There were no events after balance sheet date to be reported.

17



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

Note 19 Going concern
The Group concludes that no material uncertainty exists about the Group's ability to continue as a going concern. The
Group has continued to monitor business activity and economic confirmations to support this assessment. There has
also been no material impact due to the economic downturn from the COVID-19 pandemic. The COVID-19 outbreak
developed rapidly in 2020, with a significant number of infections. There have been unprecedented measures put in
place by the Australian Government, as well as governments across the globe, to contain the coronavirus which have
had a significant impact on the economy.

At this stage only Engineering Education Australia has been provided support via any Government stimulus and this
was not due to any down-turn in business, but as part of the cash flow boost provided to eligible businesses. No entities
of the Group have experienced a drop of 15% in turnover and are therefore not currently entitled to the Government's
JobKeeper stimulus program.

The Group has taken a number of measures to monitor and mitigate the effects of COVID-19 such as allowing staff to
work from home, moving courses/events/meetings online, ensuring offices to be COVID-safe, developing internal
policies on keeping staff safe and providing staff with pandemic leave to ensure staff that are required to isolate are
able to do so. The Group will remain in a strong financial position and will be able to mitigate any further impacts to its
results due to the following reasons:
- main income streams, such as membership subscriptions, assessment fees and charges, course revenue have not
been heavily impacted and the Group is closely monitoring these for any signs of decline;
- strong balance sheet with large cash reserves, no borrowings, investments that can be readily convertible to cash
and a robust asset base;
- changed internal policies and offerings to members, to adapt to the current environment; and
- the ability to fund operations for at least twelve months, taking into consideration current cash on hand, current and
projected net cash flows from operations, maturities of debt and other commitments, and available other sources of
funding.

Note 20 Related party transactions
The names and particulars of the members of the Board of The Institution of Engineers Australia during the financial

year are:
Non-executive directors Position
C Champion* National President and Board Chair from 1 January 2020
Hon P L White** Director from 1 January 2020
R Aseervatham Director
L Cade Director
N Fleming Director
H Inan Director
M Kennedy Director to 31 December 2019
MG M Thompson Director from 1 January 2020
Executive officers
B Evans Chief Executive Officer from 3 October 2019
P Mclintyre Chief Executive Officer to 2 October 2019
H Foss Acting Executive General Manager - Chief Engineer from 27 Janaury 2020
J Hanks Executive General Manager - Business Development
J Hughes Executive General Manager - Membership Value
J Lau Executive General Manager - Corporate Services
R Watts Executive General Manager - Professional Standards & Practice to 24 December 2019

* C Champion was an elected Director from period 1-Jan-18 to 31-Dec-19
** P L White was National President/Board Chair from period 1-Jan-16 to 31-Dec-19

18



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

2020 2019

Note 20 Related party transactions (continued)

Key management personnel compensation
The aggregated compensation of the key management personnel (non-executive directors and executive
officers) of the Group is set out below:

Employee benefits 1,780,756 1,966,755

Change in accounting policy for recognition of recreation and long service leave entitlements
Due to an accounting policy change, the calculation of employee benefits in 2019-20 includes all recreation leave and long service leave accrued
for during the period. In 2018-19 this was not included, however it has now been updated accordingly.

Transactions with Directors of the Board

From time to time transactions are entered into with Directors of the Board, their firms or associated entities. Such
transactions are within normal customer employee relationships on terms and conditions no more favourable than
those available to other members, customers or employees. These transactions were principally for fees paid to
directors in their capacity as directors, and fees paid by directors for their membership and attendance at events
held by Engineers Australia.

Directors of the Group are reimbursed for their out-of-pocket travel and related expenses.

Note 21 Auditor's remuneration
Remuneration of the auditor for:

- audit of the financial report 128,000 122,500
- non-audit services 22,440 -
Total auditor's remuneration* 150,440 122,500

* Auditor remuneration fee must be reported as full numbers

Note 22 Incorporation
The registered office and principal place of business of The Institution of Engineers Australia is:
Engineers Australia - National Office
Engineering House
11 National Circuit
Barton, ACT, 2600

Note 23 Parent entity financial information
The individual financial statements for the parent entity show the following aggregate amounts:

Summary financial information $'000 $'000

Balance sheet

Current assets 32,756 38,138

Total assets 102,630 90,667

Current liabilities 28,607 28,520

Total liabilities 42,956 29,930
Net Assets 59,674 60,737
Members' funds

Retained earnings 28,268 26,568

Reserves 31,406 34,169
Total Members' funds 59,674 60,737
Surplus for the year 1,685 33
Total comprehensive income (1,079) 7,374
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The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

Equity holding

2020 2019
Notes % %
Note 24 Controlled entities
Parent entity
The Institution of Engineers Australia 24(a)
Incorporated in Australia by Royal Charter
Controlled entities
Subsidiaries:
Australian Engineering Foundation Ltd 24(b) 100 100
Incorporated in Australia
Engineers Australia Pty Ltd 24(c) 100 100
Incorporated in Australia
Engineering Education Australia Pty Ltd 24(d) 100 100
Incorporated in Australia
The Moreland Group Pty Ltd 24(e) 100 100
Incorporated in Australia
Englnsure Pty Ltd 24(f) 100 100

Incorporated in Australia
(a) The Institution of Engineers Australia is a body incorporated under Royal Charter issued on 10 March 1938.

(b) Australian Engineering Foundation Ltd ('AEF") is a company limited by guarantee. The Institution of
Engineers Australia exercises control over AEF through the appointment of its Board members.

(c) Engineers Australia Pty Ltd is owned by The Institution of Engineers Australia. The company was previously
trading as 'Engineers Media'.

(d) Engineering Education Australia Pty Ltd ("EEA") is 43% owned by The Institution of Engineers Australia and
57% owned by the Australian Engineering Foundation Ltd. The Institution of Engineers Australia exercises
control over AEF, a company limited by guarantee, through the appointment of its Board members.

(e) The Moreland Group Pty Ltd ("TMG") is 100% owned and directly controlled by Engineering Education
Australia Pty Ltd ("EEA"). The Institution of Engineers Australia exercises control over EEA and accordingly
exercises control over TMG.

(f) Englnsure Pty Ltd is owned by The Institution of Engineers Australia.

20



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

Note 25 Summary of accounting policies

The following is a summary of the material accounting policies adopted by the Group in the preparation and
presentation of the consolidated financial report. These policies have been consistently applied to all the years
presented, unless otherwise stated.

a)

b)

Basis of preparation

These general purpose financial statements have been prepared in accordance with Australian Accounting
Standards and Interpretations issued by the Australian Accounting Standards Board, the Royal Charter and the
2011 By-Laws of The Institution of Engineers Australia (Engineers Australia).

Engineers Australia is a body incorporated in Australia by Royal Charter.
For the purpose of these financial statements, the entity is not for profit.

The financial statements were authorised for issue by the Board members on 28th October 2020. The directors
have the power to amend and re-issue the financial statements.

i) Compliance with Australian Accounting Standards — Reduced Disclosure Requirements
The consolidated financial statements comply with Australian Accounting Standards - Reduced Disclosure
Requirements as issued by the Australian Accounting Standards Board (AASB).

ii) Historical cost convention

The financial report has been prepared on a historical cost basis, except the following:

- certain financial assets, liabilities, and land and building — measured at fair value; and
- assets held for sale - measured at fair value.

iii) New standards adopted by the Group

The Group has applied the following standards and amendments for the first time for its annual reporting period
commencing 1 July 2019:

- AASB 15 Revenue from Contracts with Customers

- AASB 16 Leases

- AASB 1058 Income for Not-for-Profit Entities

The Group had to change its accounting policies following the adoption of AASB 15 Revenue from Contracts
with Customers and AASB 1058 Income for Not-for-Profit Entities as described in note 25 (d) however this
change did not have a material impact on the amount disclosed in the financial statements for prior years.

The Group had to change its accounting policies following the adoption of AASB 16 Leases as described in
note 25(j). The Group elected to adopt the new rules retrospectively and recognised the cumulative effect of
initially applying the new standard on 1 July 2019.

The adoption of all other new standards or amendments to standard interpretations did not have any impact on
the amounts recognised in prior periods and are not expected to significantly affect the current or future
periods.

Principles of consolidation and equity accounting

Consolidation

The consolidated financial statements incorporate the entities controlled by the parent entity. Control is
achieved where the parent entity has the power to control the financial and operating policies of an entity so as
to obtain benefits from its activities. A list of controlled entities is contained in Note 24 to the financial
statements. All controlled entities have a 30 June financial year-end.

All inter-company balances, transactions, income and expenses are eliminated in full on consolidation.
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Note 25 Summary of accounting policies (continued)

b)

c)

d)

Principles of consolidation and equity accounting (continued)

Equity accounting

The Group reported for the first time the accounting treatment of a joint venture which the parent entity holds a
50% share under the equity accounting method - further details at Note 7. Under the equity method of accounting,
the investments are initially recognised at cost and adjusted thereafter to recognise the Group’s share of the post-
acquisition profits or losses of the investee in profit or loss, and the Group’s share of movements in other
comprehensive income of the investee in other comprehensive income. Dividends received or receivable from
joint ventures are recognised as a reduction in the carrying amount of the investment.

Where the Group’s share of losses in an equity-accounted investment equals or exceeds its interest in the entity,
including any other unsecured long-term receivables, the Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of the other entity.

Unrealised gains on transactions between the Group and its subsidiaries and joint ventures are eliminated to the
extent of the Group’s interest in these entities. Unrealised losses are also eliminated unless the transaction
provides evidence of an impairment of the asset transferred.

The carrying amount of equity-accounted investments is also tested for impairment.

Foreign currency transactions and balances
The financial statements are presented in Australian dollars which is the Group's functional and presentation
currency.

Foreign currency transactions are translated into functional currency using the exchange rates prevailing at the
date of the transaction.

Revenue
The details below should be read in conjunction with Note 1 (a) and (b).

Membership subscriptions:

Revenue from membership subscriptions relates to the provision of annual membership benefits to members.
The consideration for memberships is based on fixed fees with discounts applied where applicable for some
members, and is recognised over the membership year as members simultaneously receive and benefit from the
services provided. Membership subscriptions paid prior to year-end which are related to the next financial year
are held in contract liabilities (previously reported as unearned revenue), which is a current liability.

Assessment and registration fees:
Revenue from assessment and registration services relates to the provision of these services to customers of the
Group and are based on fixed fees. The main assessment and registration services include:

(i) Migration Skills Assessment (MSA) and Chartered Assessment — revenue recognised in relation to the
provision of services to complete an MSA or Chartered assessment for an applicant. These assessments are
performed over time through stages as the relevant application is progressed by an assessor until a final outcome
is determined. Revenue is recognised over time in line with the progression of the assessment.

(i) MSA Fast Track — revenue recognised in relation to the provision of services to MSA applicants to start their
applications at a faster rate than the standard service. Revenue related to MSA Fast Track is recognised when
the application is assigned to an assessor to process the application, as this is the point in time when the service
has been completed for the applicant.
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Note 25 Summary of accounting policies (continued)

d) Revenue (continued)

(iii) National Engineering Register fees (NER) — revenue recognised in relation to the provision of annual
registration benefits to members of NER. The revenue is recognised over the membership year as members
simultaneously receive and benefit from the services provided. Registration fees paid prior to year-end to which
are related to the next financial year are held in contract liabilities (previously reported as unearned revenue),
which is a current liability.

(iv) Other assessment services — revenue recognised in relation to other assessments services are recognised
when the outcome of the assessment has been provided to the applicant. These assessments are completed
within a short period of time (ie.1-2 days).

Education courses:

Revenue relates to the delivery of education courses to students, is determined from fixed price contracts, and is
recognised over time as students simultaneously receive and use the services provided. Revenue recognised in
the financial year is based on actual services provided to the end of the reporting period and measured with
reference to the number of training days completed as a percentage of the total expected training days for the
course (inclusive of period for internships, if applicable).

Sponsorship:

The Group receives sponsorship revenue from customers for corporate partnerships with the Group or in support
of specific events. Revenue from corporate partnerships is recognised over the period of the agreement in line
with the completion of activities or provision of services as outlined in the sponsorship agreement, which are
generally based on fixed fees.

Sponsorship revenue in support of specific events is recognised when the event has been held and the
consideration is based on fixed fees.

Conferences / events:
The Group held a number of conferences / events during the year. Revenue is recognised when the event has
been held and the consideration is based on fixed fees.

Management fees:
The Group provides management support services to external entities as determined in contractual agreements
for general management services and the coordination of one-off events.

The contracts for general management services contain fixed monthly management fees and specifies the
services to be provided. The services provided are substantially the same each month and have the same pattern
of transfer, therefore the Group accounts for the contracts as one performance obligation; the provision of
management support services. Revenue is recognised over the life of the contract as the customers
simultaneously receives the benefits as the Group provides the services.

Revenue for services provided for one-off events are recognised once the event has been completed.
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d)

g)

h)

Revenue (continued)

Advertising rebate:

The Group receives a monthly rebate, which is a percentage of the advertising revenue that is generated
from the Group's ‘create’ magazine each month. The revenue rebate is based on an agreed calculation
contained in a multi-year contract with a company which manages the production of the magazine for the
Group. Revenue is recognised over the period of the contract, in line with advertising generated from the
‘create’ magazine.

Contract assets and liabilities:
Contract assets represent services provided to customers which are not yet billed. Contract liabilities
recognised are in relation to revenue billed to customers, where the Group has not yet provided the services.

Income tax
The parent (a registered charity) and the following controlled entities are currently exempt from the payment
of income tax:
i) Engineering Education Australia Pty Ltd (a registered charity)
ii) Australian Engineering Foundation Ltd (exemption via Australian Taxation Office)
iii) Engineers Australia Pty Ltd (a registered charity)

Englnsure Pty Ltd and The Moreland Group Pty Ltd are for profit entities and subject to income tax.

The income tax expense or credit for the period is the tax payable on the current period’s taxable income
based on the applicable income tax rate.

Cash and cash equivalents
Cash and cash equivalents include cash on hand, deposits held at call with banks and other short-term
highly liquid investments with maturities of three months or less.

Trade receivables

Trade receivables are amounts due from customers for goods or services performed in the ordinary course
of business. They are generally due for settlement within 30 days and therefore are all classified as current.
Trade receivables are recognised initially at fair value. The Group holds the trade receivables with the
objective to collect the contractual cash flows and therefore subsequently measures them at amortised
cost, less an expected credit loss allowance for impairment. Bad debts are written off when debts become
uncollectible in a subsequent period.

The Group applies the AASB 9 Financial Instruments simplified approach to measuring expected credit
losses which uses a lifetime expected loss allowance for all trade receivables.

Goods and services tax ("GST")

Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of GST
incurred is not recoverable from the Australian Taxation Office. In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of acquisition of the asset or as
part of an item of expense. Receivables and payables in the consolidated balance sheet are shown inclusive
of GST.

Cash flows are presented in the statement of cash flows on a gross basis, except for the GST component of
investing and financing activities, which are disclosed as operating cash flows.
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i)

Property, plant and equipment

Each class of property, plant and equipment is carried at cost or fair value less, where applicable, any
accumulated depreciation and impairment losses (if any).

Land and buildings

Land and buildings are measured at fair value (fair value is determined on the basis of an independent valuation
prepared by external valuation experts, based on discounted cash flows or capitalisation of net income, as
appropriate). It is the policy to have an independent valuation every year.

Any revaluation increase arising on the revaluation of land and buildings is credited to a revaluation reserve,
except to the extent that it reverses a revaluation decrease for the same asset previously recognised as an
expense in profit or loss, in which case the increase is credited to the statement of comprehensive income to the
extent of the decrease previously charged.

A decrease in carrying amount arising on the revaluation of land and buildings is charged as an expense in profit
and loss to the extent that it exceeds the balance, if any, held in the revaluation reserve relating to that asset. In
the event that there are revaluation increases and revaluation decreases relating to individual assets within land
and buildings these are offset against one another. On the subsequent sale or retirement of a revalued property,
the attributable revaluation surplus remaining in the revaluation reserve, is transferred directly to retained
earnings.

Plant, furniture and equipment
Plant, furniture and equipment are measured at cost less depreciation and impairment losses (if any). Cost
includes expenditure that is directly attributable to the acquisition of the item.

Depreciation

The depreciable amounts of all fixed assets including buildings, but excluding freehold land and works of art, are
depreciated on a straight line basis so as to write off the net cost or other revalued amount of each asset over its
expected useful life to its estimated residual value. Leasehold improvements are depreciated over the shorter of
either the unexpired period of the lease or the estimated useful lives of the improvements using the straight line
method.

The following estimated useful lives are used in the calculation of depreciation:

Class of property, plant and equipment Useful life

Buildings 40 - 50 years
Plant, furniture and equipment 3-10 years
Leasehold improvements 5-10 years

The residual values and useful lives of assets are reviewed, and adjusted if appropriate, at each reporting date,
with the effect of any changes recognised on a prospective basis.

Gains and losses on disposals are determined by comparing proceeds with the carrying amount. These gains
and losses are included in the statement of profit or loss.
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Note 25 Summary of accounting policies (continued)

)

Leases

As explained in Note 25(a) above, the Group has changed its accounting policy for leases where the Group is
the lessee. The new policy is described below and further details are included at notes 10 and 26.

The Group leases various offices and equipment using rental contracts that are typically made for fixed periods
of 3 to 10 years, but may also have extension options. These lease contracts may contain both lease and non-
lease components that the Group allocates based on their relative stand-alone prices.

Lease terms are negotiated on an individual basis and contain a wide range of different terms and conditions
within each agreement. These lease agreements do not impose any covenants other than the security interests
in the leased assets that are held by the lessor and may not be used as security for borrowing purposes.

Until the 2019 financial year, leases of property, plant and equipment were classified as operating leases. From
1 July 2019, under AASB 16 Leases all Group building leases and some property, plant and equipment leases
(above a threshold) will be recognised as a right-of-use asset and a corresponding liability at the date at which
the leased asset is available for use by the Group. Lease receivables are recognised on sub-leases when the
sub-lease of a leased property is classified as a finance lease.

Low value threshold

The Group has determined, that where practical, to apply the low-value assets exemption to any property, plant
and equipment with a new value under $5,000 (excluding GST). When low-value asset exemption applies to any
asset, the lease payments for that asset are expensed in the Group's statement of profit or loss over the lease
term.

Measurement

Assets and liabilities arising from a lease are initially measured on a present value basis. Lease liabilities include

the net present value of the following lease payments:

. fixed payments (including in-substance fixed payments), less any lease incentives receivable;

. variable lease payment that are based on an index or a rate, initially measured using the index or rate as at
the commencement date;

. amounts expected to be payable by the Group under residual value guarantees;

. the exercise price of a purchase option if the Group is reasonably certain to exercise that option; and

. payments of penalties for terminating the lease, if the lease term reflects the Group exercising that option.

Application of interest rate

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for leases in the Group, the lessee’s incremental borrowing rate is used,
being the rate that the individual lessee would have to pay to borrow the funds necessary to obtain an asset of
similar value to the right-of-use asset in a similar economic environment with similar terms, security and
conditions.

The Group has determined the following methods for determining the rate:

. Building leases - quoted rate provided by current banking provider (currently CBA) which reflects the value
and nature of the leased assets, lease terms and economic environment; and

. Plant and equipment leases — based on rate provided by finance company.
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j) Leases (continued)

The Group is exposed to potential future increases in variable lease payments based on an index or rate, which
are not included in the lease liability until they take effect. When adjustments to lease payments based on an
index or rate take effect, the lease liability is reassessed and adjusted against the right-of-use asset.

Lease payments are allocated between principal and finance cost. The finance cost is charged to profit or loss
over the lease period so as to produce a constant periodic rate of interest on the remaining balance of the liability
for each period.

Right-of-use assets

Right-of-use assets are measured at cost comprising the following:

. the amount of the initial measurement of lease liability;

. any lease payments made at or before the commencement date less any lease incentives received;
. any initial direct costs; and

. restoration costs.

Right-of-use assets are generally depreciated over the shorter of the asset's useful life and the lease term on a
straight-line basis. If the Group is reasonably certain to exercise a purchase option, the right-of-use asset is
depreciated over the underlying asset’s useful life. While the Group revalues its land and buildings that are
presented within property, plant and equipment, it has chosen not to do so for the right-of-use buildings held by the
Group.

Lease receivables

Lease receivable on a sublease is measured at the net investment in the lease, discounted using the interest rate
in the head lease. Lease payments received by the Group are allocated between lease receivable and interest
income. The interest income is recognised over the lease term, based on a pattern reflecting a constant periodic
rate of return on the net investment in the lease.

Exemptions applied

Payments associated with short-term leases of equipment and all leases of low-value assets are recognised on a
straight-line basis as an expense in profit or loss. Short-term leases are leases with a lease term of 12 months or
less.

Extension and termination options

Extension and termination options are included in a number of property and equipment leases across the Group,
where it is reasonably certain that the relevant option will be taken up. The majority of extension and termination
options held are exercisable only by the Group and not by the respective lessor.
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k) Intangible assets

Intangible assets with finite lives that are acquired separately are carried at cost less accumulated amortisation
and accumulated impairment losses. Amortisation is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed at the end of each reporting period, with the
effect of any changes being accounted for on a prospective basis. Intangible assets with indefinite useful lives that
are acquired separately are carried at cost less accumulated impairment losses.

Computer software
Computer software assets have useful lives of between 3 to 5 years.

"create" design (specific trademark)
"create" design recognised with a 5 year useful life has now been fully amortised as at 30 June 2020.

Trademarks
Trademarks recognised have an indefinite useful life and are not amortised, unless otherwise specified.

Developed education courses
Developed education course assets have useful lives between 3 to 5 years.

Goodwill
Goodwill arising on an acquisition of a business is carried at cost as established at the date of acquisition of the
business less accumulated impairment losses if any.

Impairment

At each reporting date, the Group reviews the carrying values of its tangible and intangible assets to determine
whether there is any indication that those assets have been impaired. If such an indication exists, the recoverable
amount of the asset, being the higher of the asset's fair value less costs to sell and depreciated replacement cost,
is compared to the asset's carrying value. Where it is not possible to estimate the recoverable amount of an
individual asset, the Group estimates the recoverable amount of the cash-generating unit to which the asset
belongs.

Any excess of the asset's carrying value over its recoverable amount is expensed to the consolidated statement of
profit and loss, unless the relevant asset is carried at fair value, in which case, the impairment cost is treated as a
revaluation decrease. Where an impairment loss subsequently reverses, the carrying amount of the asset (cash-
generating unit) 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 (cash generating unit) in prior years. The reversal of an impairment
loss is recognised in the statement of profit and loss immediately, unless the relevant asset is carried at fair value,
in which case, the reversal is treated as a revaluation increase.

Assets held for sale

Assets are classified as held for sale if their carrying amount will be recovered principally through a sale
transaction rather than through continuing use and a sale is considered highly probable. They are measured at the
lower of their carrying amount and fair value less costs to sell.

Assets are not depreciated or amortised while they are classified as held for sale. Assets classified as held for
sale are presented separately from the other assets in the balance sheet.
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m) Investments and other financial assets

n)

o)

Recognition and derecognition

The Group recognise financial assets on the date it becomes party to the contractual agreement (trade date)
and recognised changes in fair value of the financial assets from this date. Financial assets are derecognised
when the rights to receive cash flows from the financial assets have expired or have been transferred and the
Group has transferred substantially all the risks and rewards of ownership.

Measurement
At initial recognition, the Group measures a financial asset at its fair value. Transaction costs of financial

assets at fair value through profit or loss (FVPL) are presented in the statement of profit or loss and other
comprehensive income in the period in which they arise.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing the
asset and the contractual cash flow characteristics of the asset. The Group has subsequently measured its
debt instruments at amortised cost as the assets are held for collection of contractual cash flows where those
cash flows represent solely payments of principal and interest. Interest income from these financial assets is
included in interest income using the effective interest rate method. Impairment losses are presented as
separate line item in the statement of profit or loss and other comprehensive income.

Equity instruments
The Group subsequently measures all equity investments at FVPL. Dividends from such investments are
recognised in profit or loss as other income when the Group’s right to receive payments is established.

Changes in the fair value of financial assets at FVPL are recognised in net gains/(losses) on financial assets
at fair value through profit or loss in the statement of profit or loss and other comprehensive income as
applicable.

Impairment
From 1 July 2019, the Group assesses on a forward looking basis the expected credit losses associated with

its debt instruments carried at amortised cost. The impairment methodology applied depends on whether there
has been a significant increase in credit risk.

Trade and other payables

Trade and other payables are recognised initially at their fair value and subsequently measured at amortised
cost. They represent liabilities for goods and services provided to the Group prior to the end of the financial
year and which are unpaid. The amounts are unsecured and usually paid within 30 days of recognisition.
Trade and other payables are presented as current liabilities unless payment is not due within 12 months after
the reporting period.

Provisions

Provisions are recognised when the Group has a legal or constructive obligation, as a result of past events, for
which it is probable that an outflow of economic benefits will result and the outflow can be reliably measured.
The amount recognised as a provision is the best estimate of the consideration required to settle the present
obligation at reporting date, taking into account the risks and uncertainties surrounding the obligation.

29



The Institution of Engineers Australia
and its controlled entities

Notes to the consolidated financial statements
for the year ended 30 June 2020

Note 25 Summary of accounting policies (continued)

o)

p)

a)

Provisions (continued)

Make good provision

The Group is required to restore some leased offices to their original condition at the end of the respective lease
terms. A provision has been recognised for the present value of the estimated expenditure required to remove any
leasehold improvements. These costs have been capitalised as part of the right-of-use assets and are amortised
over the shorter of the term of the lease and the useful life of the assets.

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

Employee benefits that are expected to be settled within one year have been measured at the amounts expected
to be paid when the liability is settled plus related on-costs. Employee benefits payable later than one year have
been measured at the present value of the estimated future cash outflows to be made for those benefits.

Technical initiative funds

Technical Initiative Funds (TIF) represent surpluses from specific events or initiatives which are attributed to the
efforts of groups within Engineers Australia. These funds are treated as reserves on the balance sheet awaiting
future use. These funds can be used by these groups to undertake activities consistent with their purpose and are
subject to utilisation within the ordinary budgetary processes of Engineers Australia.

Critical accounting judgements and key sources of estimation uncertainty

In the application of the accounting policies, management is required to make judgements, estimates and
assumptions about carrying values of assets and liabilities that are not readily apparent from other sources. The
estimates and associated assumptions are based on historical experience and various other factors that are
believed to be relevant. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates
are recognised in the period in which the estimate is revised if the revision affects only that period, or in the period
of the revision if the revision affects both current and future periods.

Key estimates and judgements

The following are the key assumptions concerning the future, and other key sources of estimation uncertainty at
the reporting date, that have a significant risk of causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year.

Revaluation of land and buildings

As described in Note 25(i), land and buildings are measured at fair value. Determining the fair value requires an
estimation of the market value of the land and buildings. Management engages independent professional valuers
to determine the market value. These valuations are undertaken on an annual basis and the carrying amount of
land and buildings is adjusted to reflect these valuations.
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q) Critical accounting judgements and key sources of estimation uncertainty (continued)

Technical societies

Determination of control was based on whether Engineers Australia had the power and ability to influence variable
returns from the Technical Societies. It was determined that Engineers Australia does not control the Technical
Societies (unincorporated and incorporated). Therefore the financial results of the Technical Societies are not
consolidated into the accounts of Engineers Australia.

Revenue for Technical Societies is received by Engineers Australia and distributed directly to the Technical
Societies. Any undistributed Technical Society revenue at balance date is included as trade and other payables in
the balance sheet.

The financial results of the Technical Societies are disclosed in the Technical Societies own audited financial
statements.

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation of the value in use of the cash-generating units to
which goodwill has been allocated. The value in use calculation requires the directors to estimate the future cash
flows expected to arise from the cash-generating unit and a suitable discount rate in order to calculate present
value.
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Note 26 Changes in accounting policies
This note explains the impact of the adoption of AASB 16 Leases on the Group’s financial statements.

As indicated in note 25(a)(iii) above, the Group has adopted AASB 16 Leases retrospectively from 1 July 2019,
but has not restated comparatives for the 2019 reporting period, as permitted under the specific transition
provisions in the standard. The reclassifications and the adjustments arising from the new leasing rules are
therefore recognised in the opening balance sheet on 1 July 2019. The new accounting policy is disclosed in
note 25(j).

On adoption of AASB 16 Leases, the Group recognised lease liabilities in relation to leases which had
previously been classified as ‘operating leases’ under the principles of AASB 117 Leases . These liabilities were
measured at the present value of the remaining lease payments, discounted using the lessee’s incremental
borrowing rate as of 1 July 2019. The weighted average lessee’s incremental borrowing rate applied to the lease
liabilities on 1 July 2019 was 4%.

a) Practical expedients applied

In applying AASB 16 Leases for the first time, the Group has used the following practical expedients permitted

by the standard:

. applying a single discount rate to a portfolio of leases with reasonably similar characteristics;

. relying on previous assessments on whether leases are onerous as an alternative to performing an
impairment review — there were no onerous contracts as at 1 July 2019;

. accounting for operating leases with a remaining lease term of less than 12 months as at 1 July 2019 as
short-term leases;

. excluding initial direct costs for the measurement of the right-of-use asset at the date of initial application;
and

. using hindsight in determining the lease term where the contract contains options to extend or terminate
the lease.

The Group has also elected not to reassess whether a contract is, or contains a lease at the date of initial
application. Instead, for contracts entered into before the transition date the Group relied on its assessment
made applying AASB 117 Leases (superceded by AASB 16 Leases ) and Interpretation 4 Determining whether
an Arrangement contains a Lease .

b) Measurement of opening lease liabilities balance

1 July 2019
$'000

Operating lease commitments disclosed at 30 June 2019 11,533
Discounted using the lessee's incremental borrowing rate of at the

date of initial application 10,142

(Less): short-term leases not recognised as a liability (584)

Lease liability recognised as at 1 July 2019 9,558

Of which are

Current lease liabilities 1,300

Non-current lease liabilities 8,258

9,558

c) Lessor accounting
The Group did not need to make any adjustments to the accounting for assets held as lessor under operating
leases as a result of the adoption of AASB 16 Leases .
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Declaration of the Directors

The directors declare that in their opinion:

(i) there are reasonable grounds to believe that The Institution of Engineers Australia and its controlled entities are
able to pay all of their debts, as and when they become due and payable; and

(ii) the financial statements and notes satisfy the requirements of the Australian Charities and Not-for-profits
Commission Act 2012.

Signed in Sydney on 28 October 2020, in accordance with a resolution of the Board of The Institution of
Engineers Australia, and in accordance with subsection 60.15(2) of the Australian Charities and Not-for-profit
Commission Regulation 2013.

Chris Champion
National President and Board Chair

Prior to the adoption of the 30 June 2020 financial statements, the Board received and considered a written statement
from the Chief Executive Officer and the EGM Corporate Services that in their opinion:

(i) the financial statements of the consolidated entity are supported by the financial records of The Institution of
Engineers Australia and its controlled entities; and

(i) the statements comply with the accounting standards and any requirements of the Australian Charities and Not
for Profit Commission Act 2012 and give a true and fair view of the financial position, performance and cash flows of
The Institution of Engineers Australia and its controlled entities as of 30 June 2020.

-~

Dr Bronwyn Evans John Lau
Chief Executive Officer Executive General Manager / Chief Financial Officer
The Institution of Engineers Australia Corporate Services

The Institution of Engineers Australia
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Independent auditor’s report

Tothe members of The Institutionof Engineers Australia

Our opinion
Inouropinion:

The accompanying financial reportof The Institution of Engineers Australia (the Institution)andits
controlledentities (together the Group) is in accordance with Division 60 of the Australian Charities
and Not-for-profits Commission (ACNC) Act2012, including:

(@) givingatrueand fairviewofthe Group's financial position asat 30 June 2020 and of its
financial performance for theyearthenended

(b) complying with Australian Accounting Standards - Reduced Disclosure Requirements and
Division 60 of the Australian Charitiesand Not-for-profits Commission Regulation2013.

Whatwe have audited

The Group’s financial reportcomprises:

o the consolidated balance sheetas at 30 June 2020
) the consolidated statement of changesin equity for theyear thenended

o the consolidated statementof cash flows for the year then ended
o the consolidated statementof profit or loss and other comprehensive income for the yearthen
ended

o the notes to the consolidated financial statements, which include a summary of significant
accounting policies

. the declarationofthedirectors.

Basis for opinion

We conducted ourauditin accordance with Australian Auditing Standards. Our responsibilities under
those standardsare further describedin the Auditor'sresponsibilities for the auditof the financial
reportsectionofourreport.

We believe thatthe auditevidence we have obtainedis sufficientand appropriate to provide a basisfor
ouropinion.

Independence

We are independent of the Group in accordance with the ethical requirements of the Accounting
Professional & Ethical StandardsBoard’s APES 110 Code of Ethics for Professional Accountants
(including Independence Standards) (the Code) thatare relevant to our auditof the financial reportin
Australia. We havealso fulfilled our other ethical responsibilitiesin accordance withthe Code.

Other information

The directorsare responsible for the other information. The other informationcomprisesthe
informationincludedin theannualreport, includingthe directors’ report, fortheyearended 30 June
2020, but does notinclude the financial report and ourauditor’s reportthereon.
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Ouropinionon thefinancial report doesnotcover the other information andaccordingly we do not
expressany form ofassurance conclusionthereon.

In connectionwith ourauditof the financial report, our responsibility is to read the other information
and, in doing so, consider whether the other informationis materially inconsistent with the financial
report or our knowledge obtained in the audit, or otherwise appearsto be materially misstated.

If, based on thework we have performed on the other information thatwe obtained prior to the date of
thisauditor'sreport, we conclude thatthereis a material misstatementof this other information, we
are requiredto reportthat fact. We have nothing to reportin this regard.

Responsibilities of the directors for the financial report

The directorsare responsible for the preparationof the financial reportthatgivesatrueandfairview
in accordance with Australian Accounting Standards - Reduced Disclosure Requirementsandthe
Australian Charitiesand Not-for-profits Commission (ACNC) Act 2012 andfor such internal control
as the directors determineis necessary to enable the preparation of the financial reportthat givesa
true and fairviewandis free from material misstatement, whether due to fraud or error.

In preparing the financial report, the directors are responsible for assessing the ability of the Group to
continueas a goingconcern, disclosing, as applicable, matters related to goingconcernandusingthe
going concern basisof accounting unless the directors either intend to liquidate the Group or to cease
operations,or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial report

Ourobjectivesare to obtainreasonable assurance about whether the financial reportas awhole is free
from material misstatement, whether dueto fraud orerror, andto issue anauditor’s report that
includesouropinion. Reasonable assuranceis a high level of assurance, but is nota guarantee that an
audit conducted in accordance with the Australian Auditing Standardswillalways detecta material
misstatementwhenit exists. Misstatements canarise from fraud or errorand are considered material
if, individually orin the aggregate, they could reasonably be expected to influence the economic
decisionsofuserstakenon thebasisof the financial report.

Afurtherdescription of our responsibilities for the auditof the financial reportis located at the
Auditingand Assurance StandardsBoard website at:
http://www.auasb.gov.au/auditors_responsibilities/ar3.pdf. This descriptionforms partofour
auditor's report.

PricewaterhouseCoopers

David Murphy Canberra
Partner 28 October 2020
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