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INDEPENDEWT ALDIT REFORT

Department of Lands

To sembors of the New houth Wales Parliament
Audit Opintan

[y gpinign, the finangial report of the Department of Lands:

(a)  presents farly the Department of Langds' financial position as at 30 June 2005 and its finandial
performance and cash flows for the year ended on that date, in accordance with applicable
Accounting Standards and other mandatony professional reporting requirernents in Australia, and

{by  complies with section 45E of the Public Firgrce and Awdit Act T983 (the Act),

My opinicn should be read in conjunction with the rest of this report.

The Director-General's Role

The financial report 1% the responsibility of the Director-General of the Department of Lands, It
consists of the statement of financial position, the statement of financial performance, 1he statement
of rash flows, the program statement  ¢xpenses and revenues, the summary of compliance with
financial directives and the accampanying notes,

The Auditor's Role and the Audit Scope

As required by the Act, | cartied cut an independent audit to enable me to express an opinion on the
financial report. My audit provides repsorable gssurgnoe to members of the Mew South Wales
Partiament that the financial repart is free of material misstatement.

My audit accorded with Australian Auditing and Assurance Standards and statutory requirements, and 1

= evaluated the accounting policies and significant accounting estimates used by the Director-
Gemeral in preparing the financial report, and

. examined a sample of the evidence that suppoerts the amounts and other disclosures in the
financial report.

An audit does mef guarantee that every amount and disclosure in the financial report is errer free, The
terms ‘reasonable assurance’ and ‘material’ recognite thal an audit does net examing all evidence and
transactions, Howewer, the audit procedures used should identify errors or omissions significant
enough to adversely affect decisions made by users of the finangial report or indicate that the
Directar-General had not fulfilled his reparting obligations.

Ny apinion does not provide assurance:
= about the Fukure viability of the Department of Lands,

= that the Department of Lands has carmed qub its activities effectively, efficiently and
economically,

L] about the effectiveness of its internal controls, or




The Department of Lands

g on the assumpticns used in fermulating the budget ligures diselesaed i the financial report.

Audit Independence

The Audit Office complies with all applicable Independence requirements of Australian professional
ethical pronouncements. The Act further promotes independence by:

- providing that only Parliament, and not the executive government, <an remgve  an
auditar-General, and

. mandating the Auditor-General as auditer of public secter agencles buk precluding the provision
of non-audit services, thus ensuring the Auditoe-Gengral and the audit Office are not
compramised in their role by the possibility of losing Clignts or income.

Al
.%agz.” e

4R SLanton CPA
Director, Financial Audit Services

SYDMEY
24 October 2005

93



94 The Department of Lands

DEPARTMENT OF LANDS

STATEMENT
OF
DIRECTOR-GENERAL

Pursuant ta section 45F {1B} of the Public Finance and Audit Act 1883, | state that:

(a3} the accompanying financial statements have been preparad in accordance with the
provisions of the Public Finance and Audit Act 1983, the Financial Reporting Code for
Budget Dependent General Government Sector Agencies, the applicable clauses of
the Fublic Finance and Audit Regulation 2000 and the Treasuret's Directions,

{b} the statements exhibit a true and fair view of the financia! position and transactions of
the Dapartment; and

{c} there are no circumstances which would render any particulars included in the financial
statements to be misleading or inaccurate,

W, Watkins
Diractor-General
Department of Lands

Date 20 Ol 2ev

7 Gl

B. Costello

Acting Director, Financial Services
Department of Lands

Date 2o pfde 27
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THE DEFARTMENT OF LANDS
Statement of Financial Performance
For the Year Ended 30 June 2005

Expenses
Cperating expenses
Employee retated
Other operating expsnses
Maintenanca
Deprecialion and amatisation
Grants and subsidies
Bormgwing costs
Oither expenses

Total Expenses

Less:

Retained Revenua

Sale of goods and services
Investment income

Retainad 1axes. fees and fines
Grants and contrbutions
Other revanue

Total Retained Ravenue
Gain/{loss} on disposal of hon-current assats
Met Cost of Services

Gavernment Contributions

Rerurrent appropriation

Capital appropriation

Acceptance by the Crown Entity of employees benefits
and plher iabililies

Total Government Contributions

SURFLUSHKDEFICIT) FOR THE YEAR FROM
ORDINARY ACTIVITIES

NON-OWNER TRAMNSACTION CHANGES IN EQUITY

Mat increase in asset revaluation reserve

TOTAL REVENUES, EXPENSES AND VALUATION
ADJUSTMENTS RECOGNISED DIRECTLY IN
EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN THOSE
RESULTING FROM TRANSACTIONS WITH
OWNERS AS OWNERS.

The accompanying notes form pan of lhese stalements.

Nates

3(a)
3(b)

3(c)
3(d)
3(e}
3(fy

4{a)
4{b}
4{c)
4{d)
dig]

26

21

pa

21

Actual Budget Actual
2006 2005 2004
$'000 $'ong 000

85,339 114, 210 107.08%
53,206 57,173 57573
3.328 4.0%1 2775
12,197 11,248 10,797
12,576 24,345 3,318
&7h 282 32t
1.928 1.080 2,519
172,235 212,349 184,302
151,424 145214 150,605
4171 2,158 4,351
3,138 2,000 3118
E25 18,357 7455
5,241 1,384 2467
164,600 167,113 168,086
{232} - 210
7.871 45,236 1£,008
56,923 5R.037 40,000
1,757 2,192 1,400
3,408 2,547 4 935
§2,178 58,738 46 136
54,307 14,500 30,240
180 - 153

180 - 153
54.487 14,500 30,383
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‘THE DEFPARTMENT OF LANDS
Statement of Financial Position

As at 30 June 2005
Actual Budget Actual
Hates 2008 2005 2004
3000 000 $'000

ASSETS
Currant Assats
Cash 10 55,278 BO.5BS 75,878
Reoaivableas 11 23,728 18 327 20,389
Inventaries 12 449 R28 628
CHher 16 4 448 1,393 1,303
Total Current Assets 83,856 00,532 98,288
Non-Currenf Assets
Recaivables 11 14,932 14776 14,776
Inwentories 12 1,396 1,306 1,306
Other financial aszets 13 501 509 A0S
Properly, Flant and Equipment 14

Land and Buildings 58078 5Y.833 56,943

Plant and Equiprant 42,744 41,947 37.783

Infrastructure systams 168,026 1,100 -
Total Property Plant and Equipmenl 116,846 100,860 24,726
Tota! Non-Current Assots 133,765 $17 471 111,337
Total Assats — 217,72 206,404 209 605
LIABILITIES
Current Liabilities
Fayables 17 45 787 42 BO7 42 947
interast Bearing Liabiliies 18 1,130 451 451
Provisions 19 10.481 5,364 11,066
Other 20 67 - -
Tatal Current Liabilities 57,465 48,622 544, 464
MNon-Current Llabilities
Inlerest Bearing Liabililies 1B 14 452 5572 5,497
Provisions 14 38073 73728 F3.740
Other 20 142 160 160
Tatal Nen-Current Liabilities 52,637 79,458 V5,397
Total Liabilities 110.102 128,080 133,861
Met Assats 107,619 84,324 75,744
EQUITY 21
Resares 223 39 349
Accumulated Funds 107 080 79,075 75,395
Tatal Equity 107,618 80,324 75744

The accompanying notes farm part of these statemants,
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THE DEPARTMENT OF LANDS

Statement of Cash Flows
Far the Year Ended 30 Juns 2005

Actual Budgat Actual
Notas 2005 2005 2004
$000 $'000 $'000
CASH FLOWS FROM QPERATING ACTIVITIES
Payments
Employae related {124 171} {112,284} (116,804}
Grants and subsidies {12.576) {24,345} 13,.318)
Borrowing costs {575} {282} {321]
Other . (E8.0913 {71,8398) {58,574}
Total Payments (205,413} (208,819} {178,017}
Recelpts
Sale of goods and services 152,321 149,166 152,837
Retained taxes, fees and fines 3128 - 3,330
interest recaived 4 BEg 2 £58 3,152
Ciher 9,540 27 056 9,377
Total Receipts 169,689 178,890 168,796
Cash Flows Frem Government
Recurrent appropriation 56823 55,037 40 000
Capital appropriation 1,823 2,152 1.400
Cash reimbursements from the Crown Entity Bl5 96 715
Net Cash Flows from Government 59,551 57,285 42115
NET CASH FLOWS FROW QPERATING ACTIVITIES 26 23,827 27,356 31,8584
CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of Land & Buiidings, Plant &
Equipment 470 - 1,226
Purchases of Land & Buildings, Plant & Equipment (18,244} {17,402} {14,857}
NET CASH FLOWS FROM INVESTING ACTIVTIES {17, 774) {17,402} 113,621)
CASH FLOWS FROM FINAHCING ACTIVITIES
Proceeds from bomawings and advances - 5 -
Fepayment of borrowings and advancas (3604} - (166}
Contribution to the Treasury NEW (23,045 §16,322) =
NET CASH FLOWS FROM FINANCING ACTIVITIES {28 853) {15,247 (1E€)
NET INCREASE (DECREASE]) IN CASH {20,600) {6,293} 18,087
Opeming cash and cash eguivalents 72878 75,878 57.781
CLOSING CASH AND CASH EQUIVALENTS 10 55,278 69,585 75,878

The accompanying notes form parl of these statements.
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The Department of Lands

DEPARTMENT OF LANDS
Notes to and Forming Part of the Financial S1atements for the vear ended 30 June 2005

1. REPORTING ENTITY

The Departrnent of Lands {the Department), as the reparting entity, was created on 2 April 2003,
following an administrative restructure. It is respeonsible for the provision of land and property related
spatial information, the management of Crown lands and the provision of soil conservation and land
management services. The land and property information activities are operated as a non budg_et—
dependent activity through Land and Property Information {LFI} and the semicommercial conservation
and land management services through Soil Services (S8). These financial statements do not nclude
the resuits of the Crown Entities administered by the Department, which are reported slsewhere. The
Department primarily operates in New South Wales, Australia. The Head Office is localed at 1 Prince
Albert Road, Queens Sguare, Sydney NSW 2000,

2. SUMMARY OF SIGNIFICANT ACCOLUNTING PCLICIES
a. Basis of Accounting

The Oepanment's financial statemants are a general-purpose financial report, which has been
prepared on &n accrual basts and in accordance with:

applicable Australian Accounting Standards;

other authoritative pronauncements of the Australian Accounting Standards Beard (AASEY;
Urgent Issues Group (UIG) Consensyus Views,

the requirements of the Public Finance and Audit Act and Regulation; and

the Financial Reporting Directions published in the Financial Reporting Code for Budget
Dependent General Government Sector Agencies or issued by the Treasurer under section
8(2){n} of the Act.

¥Where there are inconsistencies between the above requirements, the legislative provisions have
prevailed,

In the absence of a specific Accounting Standard, other autheritative pronouncement of the AASB or
UIG Consensus View, the hierarchy of other pronouncements as outlined in AAS B "Accounting
Falicies” is considersd.

Except far certain investments, land and buitdings and infrastructure assets, which are recorded at fair
value, the financial statements are prepared in accordance with the historical cost convention.  All
amounts are rounded to the nearest one thousand dollars and are exprassed in Australian currency.
The accounting policies adopted are consistent with those of the previous period,

k. Administered Activities

The Department administers, but does not contrel, certain activities on behalf of the Crown. It is
accountable for the fransactions relating to those administered activities but does not have the
discretion, for example, lo deploy the resources for the achievement of the Department's own
objectives. Transactions and balances relating to the administered activities are not recognised as tha
Department's réveriues, expenses, assets and liabilities, but are disclosed in Notes 28 to 31 as

"Administered Assets”, "Administered Liabilities", "Administered Expenses’, and "Administered
Revenues".

The accrual basis of accounting and all applicable accounting standards have been adopted for the
reporting of the administered activities.
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DEPARTMENT OF LANDS
Noies to and Forming Part of the Financial Statements for the ycar ended 30 June 2005

2. SUMMARY OF SIGNIFICANT ACCOUNTING PCLICIES (continued)

. Revenue Recognition

Revenue is recognised when the Department has control of the good or right to receive, it is probable
that the economic benefits will flow to the Department and the arnounl of revenue can be measured
reliably. Additional comments regarding the accounting policies for the recognition of revenue are
discussed below:

(i

(ii)

Parliamentary Appropriations and Contributions from other Bodies

Parliamentary appropriations and contributions from other bodies ({including grants and
donations} are recognised as revenues when the Department obtaing control over the assets
comprising the approprigtions/contributions. Control over appropriations and contributions is
narmally obiamed upon the receipt of ¢ash.

An exception to the above is when appropriations are unspent at year end, In this case, the
autharity to spend the money |apses and generally the unspent amount must be repaid to the
Consolidated Fund in the following financial year, As a result, unspent appropriations are
accounted for as liabilities rather than reverue.

The liability is disclosaed in Note 20 as part of "Other current ligbilities”. The amount will be
repaid and the liability will be extinguished next financial year.

Sale of Goods and Services

Revenus from the sale of goods and services comprises revenue from the provision of
products or services ie user charges. User charges are recognised as reverue when the
Depariment obtaing contral of the assets thal result from them.

Investment Income

Inleresl revenue is recognised as it accrues. Rent revenus is recognised in accordance with
AAS 17 "Accounting for Leases”. Royalty revenue is recognised on an accrual basis in
accordance with the substance of the relevant agreement.

d. Employee Benefits and other provisions

(i}

Salaries and Wages, Annual Leave, Sick Leave and On-costs

Liabilities for salaries and wages (including non-monetary benefits), annual leave and vesting
sick leave are recognised and measured in respect of employees’ services to the reporting
date at nominal amounts based an the amounts expected to be paid when the liabilities are
settled.

Unused non-vesting sick lsave does not give rise to a liability as it is not considered probable
lhat sick leave taken in the future will be greater than the benefits accrued in the future.

The outstanding amounts of payroll tax, workers' compensation insurance premiums and
fringe benefits tax, which are consequential to employment, are recognised as liabilities and

expenses where the employee benefits to which they relate have been recognised.

101
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The Department of Lands

DEPARTMENT OF LANDS
Notes to and Forming Part of the Financial Statements for the year ended 3 June 2005

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continted)

d. Employee Benefits and other provisions {continued}

(i)

{iii)

B

Long Service Leave and Superannuation

The Department's liabilities {apart from the commercial and semi-commercial activities) far
long service leave and superannuation are assumed by the Crown Entity. The Department
accounts for the liability as having been extinguished resulting in the amaount assumed being
shown as part of the non-monetary revenue item described as “Acceptance by the Crown
Entity of employee banefits and other liabilities".

Long service leave 15 measured at present value, based on the appiication of factors
prescribed by TCO3/08, to the amounts calculated using the actual remuneration rates for all
employees with five or more years of service,

Superannuation expense for the financial year is determined by using the formula specified in
the Treasurer's Directions. The expense for cerain superannuation schemes (ie Basic
Benefit and First State Super) is calculated as a percentage of the employee's salary. For
other superannuation schemes (ie State Superannuation Scheme and State Authorities
Superannuation Scheme), the expense is calculated as a multiple of the employees'
superannuation contributions.

The Department's commersial (LPN and semi-commercial (S5} activities are responsibie for
the employees’ superannuation entitlements under the State Superannuation Scheme, State
Authorities Superannuation Scheme and State Authorities Nen-Ceontributory Superannualion
Scheme. The superannuation liability under these schemes has been adjusted to reflect the
liability 35 assessed by Pillar Administration. As advised by Pilar Administration Corporation,
the commercial and semi-commercial activities make periodic contributions to  the
superannuation reserve account to discharge any emerging superannuation liabilities.

The Department's semi-commercial activities contribute up to 4.11% of the employees'
salaries and wages to the Treasury Special Deposits (Extended Leave and Leave on
Terminakion Pool) Account. This contribution which discharges all liability for long service
leave (5 expensed as incurred. However, in accordance with Treasury requiremenls and
AASB 1028 "Accounting for Employee Entitlements” the nominal value of long service lsave is
recognizsed both as a liability and as an asset.

Other Provisions

Other provisions exist when the Department has a present legal, equitable or constructive
obligation fo make a future sacrifice of economic banefits to other entities as a result of past
transactions or other past events. These provisions are recogrised when it is probable that a
future sacrifice of economic benefits will be required and the amount can be measured
reliably.

Any provisions for restructuring are recognised when a detailed formal plan has been
developed within prescribed time limits and where the entity has raised a valid expectation in
thase affected by the restructuring that it will carry cut the restructuring.

Borrowing costs

Borrowing costs are recognised as expenses in the period in which they are incurred.

f

Insurance

The Department's insurance activities are conducted through the NSW Treasury Managed Fund

Scheme of self-insurance for Goyernment agencies. The expense {premium) is determined by the

Fund Manager based on past experience and external benchmarking,
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DETARTMENT OOF LANDS
Notes to and Forming Part af the Financial Statements for the vear ended 34 June 2003

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {coniinued)
g. Accounting for the Goods and Services Tax (GST)

Revenues, expenses and assets are recognised net of the amount of GST, excepl:
» the amount of GST incurred by the Depanment a5 a purchaser that is not recoverable from
the Australian Taxation QOffice is recognised as part of the cost of acquisition of an asset ar
as part of an itemn of expense.

+ Recelvables and payables are stated with the amount of (35T included.

h. Acqguisition of Assets

The cost method of accounting is used for the initial recording of all acquisitions of assets controlled
by the Department. Cost is determined as the fair value of the assets given as consideration plus
costs incidental o the acquisition,

Assets acgjuired at no cosl or for neminal consideration are intially recognised as assets and revenues
at their fair value at the date of acquisition. Fair value means the amount for which an asset could be
exchanged between s knowledgeable, willing buyer and a knowledgeable, willing seller in an arm's
length transaction.

Where settliement of any part of cash consideration is deferred, the amounts payable in the future are
discounted to their present value at the acquisition date. The discount rate used is the incremental
borrowing rate being the rate at which a similar bomowing could be obtained.

i. Plant and equipment

Plant and egquipment costing $5.000 and above individually are capitalised. Individual items of
computer equipment ¢osting 31,000 and above are capitalised when they form part of a network.

- Revaluation of Physical Non-Current Assets

Physical non-current assets are valusd in accordance with the “Guidelines for the Valuation of
Physical Non-Current Assets at Fair Vaiug™ (TPP 03-02). This policy adopts fair value in accordance
with AASB 1041 from the financial years beginning on or after 1 July 2002, There is no substantive
difference between the fair value valuation methodology and the previous valuation methodology
adopted in the NSW public sector,

Where available, fair value is determined having regard to the highest and best use of the asset on the
basis of current market selling prices for the same or similar assets. Where market selling price is not
available, the asset's fair value is measured as its market buying price ie the replacement cost of the
asset's remaining service potential.

Each class of physical non-currenl assets is revalued every five years and with sufficient regularity to
ensure that the carrying amount of each asset in the class does not differ materially from its fair value
at reporting date. The last revaluation was completed on 30 June 2001 and was based an an
independent assessment. Non-specialised assets with short useful lives are measured at depreciated
tistorical cost, as a surrogate for fair value.

When revaluing non-current assets by reference to current prices for assets newer than those being
revalued (adjusted to reflect the present condition of the assets), the gross amount and the related
accumulated depreciation are separately restated.

Qtherwise, any balances of accumulated depreciation existing at the revaluation date in respect of
those assets are credited to the asset accounls lo which they relate. The net asset accounts are then
increased or decrgased by the revaluation increments or decrements.

103



104

The Department of Lands

DEPARTMENT OF LANDS
Nptes to and Forming Part of the Financial Statements [or the year ended 30 June 2008

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

{il. Revaluation of Physical Non-Current Assels {continued)

Revalyation increments are credited direcily to the asset revaluation reserve, axcept thal, to the extent
that an increment reverses a revaluation decrement in respect of that class of asset previously
recognised as an expense in the surplusideficit, the increment is recognised immediately as revenue
in the surplusfdeficit,

Revaluation decrements are recognised immediately as expenses in the surplusideficit, except that, to
the extent that a credit balance exists in lhe asset revaluation reserve in respect of the same class of
assets, they are debited direcily to the asset revaluation reserve.

Revaluation increments and decraments are offset against one anothar within the same class of non-
current assets but not otherwisa, Where an asset that has previously been revalued is dispesed of,
any balance remaining in the asset revaluation reserve in respect of thal asset is transferred to
accumulated funds,

k. Assets Not Able to be Reliahiy Measured

The Department does not hold assats that have not been recognised in the Statemenl of Finansial
Position.

I Depreciation of Non-Current Physical Assets

Except for a limited number of heritage assets, depreciation is provided for en a straight-line basis for
all depreciable assets so as to write off Ihe depreciable amount of each asset as it is consumed over
its useful life to the Department. The normal life expectancies of major asset categories are as
follows;

Asset Class Number of Years

Buildings—Cottages and Drwellings! Office Buildings! Atcommodalion 40
Lagsehold Improvements Life of lzase
Flant and Equipment 5-16
Computers 4

hMolar Vehicles S

Marine Craft 5
Fumiture and Major Fitouts 10
Infrastructure Systems 50

Land is not a depreciable asset. The Department's heritage buildings have an extremely long useful
life. Depreciation for these buildings cannot be reliably measured because the useful life and the net
amount to be recovered at the end of the useful life cannat be reliably measured. In lhese caszes,

depreciation is not recognised. The decision not to recognise depreciation for these assets is
reviewed annually.

m. Maintenance and Repairs

The costs of maintenance are charged as expenses as incurred, except where they relate to the
replacement of a component of an asset, in which case the costs are capitalised and depreciated.

n. Leased Assals

A distinction is made betwsen finance leases which effectively transfer from the lessor to the lessee
substantially all the risks and benefits incidental to swnership of lsased assets, and operaling leasas
undar which the lesser effectively retains all such risks and banefits.

Where a non-current asset is acquired by means of a finance [sase, the asset is recognised at its fair
value st the inceplion of the lease. The corresponding liability is established at the same amount.
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2. SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES {continued)

n. Leased Assels (continued)

Lease payments are allocated between the principal component and the interest expense. The
Department does not have any finance leases.

QOperating |zase paymenls are charged to the Statement of Financial Performance in the periods in
which they are incurred.

0. Receivables

Receivables are recognised and carried at cost based on the origina! invoice amount less a provision
for any uncollectable debts. An estimate for doubtful dabts is made when collection of the full amount
is no langer probable. Bad debts are written off as incurred.

p. Inventories

Inventories are stated at the lower of cost and net realisable value. In the case of raw materials and
spare parts, cost is assigned on the basis of Weighted Average method. Work-in-progress cost is
deterrnined by specific identification method and includes direct materials, direct labour and 2n
appropriate proportion of overheads determined by reference o the percenlage completed on each
canltract.

q. Other financial assets

"Other financizl assels" are recognised at fair value. For non-current "other financial assets”,
revaluation increments and decrements are recognisad in the same manner as physical non-current
assets. For current "other financial assets”, revaluation increments or decremenis are recognised in
the Swatement of Financial Performance.

r. Trust Funds

The Australian Bureau of Statistics commissions the mapping agencies of all Siates to provide certain
services. A Memorandum of Understanding governs the operations of the Public Sector Mapging
Agencies {PSMA). The Department acquired an investment of $1 in one share in FSMA Australia
Limited, being an incorporated joint venture of the Public Sector Mapping Agencies. The investment is
reflected in the Department's financial statements in accordance with AAS14 "Accounting for
tnveslments in Associates’. [Refer to note 27)

5. Restricted Asseots
Legislation or Treasury Directions impose restrictions on the use of certain assets of the Department.

The Department administers the Torrens Assurance Fund. The Torrens Assurance Fund was
established under 5134{1} of the Real Property Act 1800 as @ Special Deposit Account administered
by the Register-General, (Refer to nate 15)

The Daparlment administers the Public Reserves Management Fund {PRMF} which provides funds
for the development, maintenance and protection of Crown fand reserves throughout NSW. Crown
reserves are generally managed by reserve trusts which are incorporated bodies administered by locat
government councils, volunteer boards of management or othet responsible organisations such as
Rural Lands Protection Boards.{Refer to note 15)

The FRMF was established by the Public Reserves Management Fund Act 1987
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

t. Other aszefs

Other assets including prepayments are recegnised on a cost basis.

.  Equity fransfers

The transfer of net assets between agencies as a result of an administrative restructure, transfer of
programs { functions and parts thereof between NSW public sector agencies is desighated as a
contribution by ownars by NSWTC 01/11 and is recognised as an adjustment to "Accurmulated Funds”,
This treatment is consistent with Urgent lssues Group Abstract UIG 38 "Contributions by Owners
hMade to Wholly Owned Public Sectar Entities”. Transfers arising from an administrative restructure
betwesn government departments are recognised at the amount at which the asset was recognised by
the transferor government department immediately prior to the restructure. In mest mstances this will
approximate fair value. All other equity transfers are recognised at fair value.

v. Payables

These amounts represent liabilities for goods and services provided to the Department and other
amaunts, including interest. interest is accrued over the period it becomes due.

w. {nterest bearing liabilities

All loans are valued at cument capital value, any finance lease liability is determined in accordance
with AAS 17 "Leases”

x. Contribufion to Consolidated Fund

The Department operates a commercial activity through Land and Property Information NSW . From
this operation the Deparimenl pays income lax equivalents and dividends to the Consclidated Fund,
Tax effect accounting is nol required to be applied. Income tax is calculaled by applying the prevailing
company tax rate to profits earned by LP| after adjusting for any actuarial adjustments to unfunded
superannuation impacling the statemant of financial performance. In previous years, dividends were
paid at the rate of 85% of after tax profit in two equal inslalments, in August and December. For 2004-
05, and future years, dividends are calculated at 85% of after tax profit adjusied for actuarial
adjustrmants o unfunded superannuation.

¥. Budgeted Amounts

The budgeted amounts are drawn frem the budgets as formulated at the beginning of the financial
year with any adjustments for the effects of additional appropriations, s 214, s 24 and / or 5 26 of the
Public Finance and Audit Act 1983,

The budgeted amourts in the Statement of Financial Performance and the Statement of Cash Flows
are generally based on the amounts disclosed in the NSW Budget Papers {as adjusted above).
However, in the Statement of Financial Position, the amounts vary from the Budget Papers, as the
opening balances of the budgeted amounts are based on carried forward actual amounts ie per the
aldited financial statements (rather than carried forward estimates),
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3. EXPENSES

3{a). EMPLOYEE RELATED EXPENSES

Employee related expenses comprise the following
specific items:

Salaries & wages {including Recreation Leave}
Superannuation

Long service leava

Workers compensation insurance

Payroll tax and fringe benefits tax

Redundancies

In addition to the $88.330 million, $877 416 was incurred in employes related expenses in respect of
grants provided for Twesd River Sand Bypass project directly undertaken andfor managed by the
Departmenl. 1,710,355 of salaries and wages were capitalised as part of computerisation project for

fithng system.

3{b}. OTHER OPERATING EXPENSES

Valuation services contractors
Qperating lease rental expense
- Minimum |sase payments
ECP — Informalion Technologies Services
Furniture, plant and equipment
Stores & Materials
Consultancies & Other Conlractors
Fremotion, publicity and events management
Travel expenses
Telecommunication expenses
Motor vehicle expenses
Insurance
Audilor's remuneration —audit or review of financial reports
Freight & postage
Lega! faes
Staff related & development
Administration
Taxes
Bad & doubtful debts
Other

In addition to the $53.286 million, $5.508 million was incurred in other operating expensas in respect

2005 2004

$'000 3000
80,693 86,5345
{4,479} 4,754
4,624 8,807
759 1,047
5,206 5,738
448 2,188
88,339 107,089

10,893 9,453
4,385 2,564
2,884 3,904

BB 531
3,735 5.798
5,362 2,804

428 B14
1.220 1.169
2,489 2023
6.846 7422
2,586 3,406

293 284
1,002 a3z

181 82

849 848
1,434 2,209
6,448 11,847

115 738

BEY 486

53,286 57,573

of grants provided for Tweed River Sand Bypass project $5,501,833 and Fishing Port annual
provision 36,068 directly undertaken andfor managed by the Department.

3(c}. DEPRECIATION

Buildings and Leasehotd Improvemnants
Flant and Equipment
Infrastructure Systems

871 847
10,876 8950
350 -
12,197 10,797
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2005 2004
$'000 3000
3{d). GRANTS AMND SUBSIDIES
Twead River Sand Bypass Froject 7.818 -
Fishing Ports Annual Provisions 387 a2
Fublic Reserve Managemenl Fund 1,356 o954
Rural Fire Service 20 -
Board of Surveying and Spatial Information - 260
State Park Trusts 1,358 -
Other 1637 1.312
12,576 3,318
3{a). BORROWING COSTS
Interest payable on loans A2 42
Finance lease interest charges 533 279
575 321

In addition to the $575,000, $1.03 million was incurred in borrowing cost in respect of grants provided
for the Tweed River Sand Bypass project undertaken/or managed by the Depaniment,

3 (f.. OTHER EXPENSES

Fishing Port Maintenance 1,556 1,054
Wakerways Maintenance 64 -
Torrens Assurance Fund 308 1,465
1,928 2,515

4. REVENUES

4{a) SALE QF GOCDS AND SERVICES

Title 103,009 101,017
Waluation 23,406 22837
Mapping 3117 3657
Torrens Assurance Fund 3,228 2017
Fees for Services 1.131 754
Soil Services 14 037 17,344
Search Fees 341 285
Agistrent Fees 823 745
Othear 2,332 1,939

151,424 150,695
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4{b) INVESTMENT INCOME

2005 2004
5000 £'000
Eenis L] 117
interest 4 165 4234
4,171 4 351
4(c) RETAINED FEES
Caravan Park Levy 3,130 3,118
3,139 3118
did} GRANTS AND CONTRIBUTIONS
Cantributions from Other Entities 625 7,439
Cther - 16
625 7455
4{e] OTHER REVENUE
Tweed River Sand Bypass Project — Queensland
Govemnment’s contributicn 3,158 =
Frinting and publishing 022 418
Digital database sales Z 13
Inlarnational projecls 200 651
Corparate support 103 520
Cther revenus 847 865
5,241 2,467

Other revenue comprises Public Reserves Management Fund income and income from sale of
surveyor maps etc.

&. GAIN / {LOSS) ON PISPOSAL OF NON-CURRENT
ASSETS

Gainf{loss) an disposal of land and buildings
Proceeds from disposal

Carrying valus of assets disposed (8) {70)
Net {loss) on disposal of land and buildings {B) (70}
Gain/{loss) on disposal of plant and equipment

Frocesds from disposal 470 1,226
Carrying value of assets disposed (694} {346}
Net (loss) gain on disposal of plant and equipment {224} 280

{Loss)/gain on disposatl of Non-Current Assets (232} 210
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6. APPROPRIATIONS
2005 2004

$'000 000

Recurrent Appropriations
Total recurrent drawdowns from Treasury 56,923 40,000
fper Summary of Compliance}

Less: Liability to Consglidated Fundd - -
{per Summary of Compliance)

Total 56,923 40,000
Comprising:

Recurrent appropriations (per Statement of Financial

Ferformance) 56,923 40,000
Tatal 56,923 40,000

Capital Appropriations
Total capital drawdowns from Treasury 1,824 1,400
(per Summary of Compliance}

Less: Amount repaid for lapsed Appropriation

Lesz: Lisbiity to Consolidated Furd {B7) -
{per Summary of Compliance) L

Total 1.757 1,400
Comprising:

Capital appropriations {per Statement of Financial

Performancs) 1,757 1,400
Total 1,757 1,400

7. INDIVIDUALLY SIGNIFICANT ITEMS

Included in expenses from ordinary activities is $22.513m for superannuation expenses written
back due to the income earned in the superannuatian fund reserves { 2004 - $15.840m),

Subsequent to the LPVs financial staiement for the financial year ended 30 June 2004 being signed off
by he Audit Office NSW in October 2004, it was found that the income tax eguivalent was calculated
based on the accounting profit without adjusting for the actuarial adjustments of $15.958m to unfunded
superannuation impacting the statement of financial performance. This resulted in an overpayment of
income tax equivalent of $4.782m lo Office of State Revernue and an under payment of dividend of
$4.084m to the Treasury NSWY,

These amounts have been adjusted in the financial year ended 30 June 2005.
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8. PROGRAMS/ACTIWITIES OF THE DEPARMENT

{a} Program 1 - Crown Lands Services

Objectives: Effective and sustainable use of the Crown Estate of Mew South Wales to achieve
economic, environmental, community and client benefits.

{b)Program 2 — Soil Conservation Services and The Office of Rural Affairs

Objectives: To achieve the protection and conservation of farm water supplies, soil and related
resources. Faciliiate the development of sustainable rural communities,

{c) Commerclal Activity — Land and Property Information New South Wales

Objectives: To provide integrated and enhanced land and property information services through

inrovative use of information and cemmunications technology and expand the range of services
delivered gnline.

9. ACCEPTANCE BY THE CROWN ENTITY OF EMPLOYEE BENEFITS AND OTHER
LIABILITIES

2005 2004
$'000 $'000
The following liabililies and expenses have been assumed
by the Crown Enlity.
Superannuation 2368 2,157
Lang service leave Bg8 2,650
Fayroll tax on superannuation 142 129
3,498 4,936
10. CURRENT ASSETS - CASH
Cash al bank and on hand 55,278 75,878
Closing Cash and Cash Equivatents 55,278 7652878

For the purpose of the Statement of Cash Flows, cash includes cash on hand and cash at bank.
Cash recognised in the Statement of Financial Position is reconciled to cash at the end of the financial
year as shown in the Statement of Cash Flows as follows:

Cash at bank and on hand {per Siatemeni of Financial

Position} 55,278 75,878
Clesing Cash and Cash Equivalents (per Statement of

Cash Flows} 55,278 75,878
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11. CURRENT/NON-CURRENT ASSETS — RECEIVABLES

2005 2004
000 3000
Currant Receivables:
Sale of goods and services 11,565 9,050
Accrued income — Sale of goods and services 4,220 3082
GST receivable 910 1,086
Short-term Ioans 5375 4,827
Retained taxes, fegs and fines 138 128
Interest Receivable 1,564 2,084
Long Service Leave (note 19) 284 208
COther 151 252
{ ess; Provision for doubtful debts {478 (533
23,739 20,339
Non-Current Receivables:
Public Reserve Management Fund 12,380 12 096
Lang Service Leave (note 19} 2,552 2 GE0
14,932 14,776
12. CURRENT/NON-CURRENT ASSETS —~ INVENTORIES
Current Inventaries
At Cost
Raw malerials - g
Guods for resale 3449 az6
Consumables and spare parts 175 326
Frovision for ohsolescence {33) {33)
491 628
Non-Current Inventories
Al Cost
Goods for resale 1,396 1,306
1,396 1,306

Raw materials are classified as current agsets becausa they are used within a short time.
Goods for resale (map stocks) are split 20% current and 80% non-current based on S-year usage.
There was no write down of inventories during the financial year ended 30 June 2005 (2004 - WIL).

13. NON-CURRENT ASSETS — OTHER FINANCIAL ASSETS

Nen-Current
Investrent in Public Secter Mapping Authority (PSMA) 591 509
{Refer to Note 27 ) 591 509

Investment in PSMA is treated as non-current asset as it is not readily tradeable in the market and is
the subject of 8 NSW Government Regulation that is unlikety to change in the short-term,
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14. NON-CURRENT ASSETS - PROPERTY, PLANT AND

EQUIPMENT
2005 2004
£'000 ¥ 000
LAND AND BUILDINGS
At Fair Value 80,243 58,240
Less:
Accumuiated Depreciation [2167) {1.287)
58,076 56,943
PLANT AND EQUIPMENT
At Fair Value 93,231 79,483
Less:
Accumulated Depreciation (B0, 4B7) {41,680)
42,744 37,783
INFRASTRUCTURE SYSTEMS
At Fair Vatue 16,376 -
tess:
Actumulated Depreciation {350} -
16,026 -
Total Property, Plant and Equipment at Net Baok Yalua 116,846 94,726

Reconciliations
Reconciligtions of the carrying amounts of each class of property, plant and equipment at the
beginning and end of the financial year are set out below:

Land and Plant and Infrastricture Tatal
Buildings Equipment systems
$'000 5000 $'00D $'000

2005
Carrying amount at 1,07/04 56,043 37.7TR3 94,7265
Additicns 2012 16,527 = 18,539
Disposals 21} {694} = (702}
Revaluation increment - a8 - a8
Depreciation expense {871} [10.975) {-350) (12,197)
Transfer in due to Admin Restruciure - 3] 16,376 16,382
Carrying amount at 30/06/05 53,076 42 744 16,026 116,846
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15. RESTRICTED ASSETS

Legislation or Treasury Directions impose restrictions on the use of certain assets of the Departmant,
As such, the following are considered o be restricted assets.

2005 2004
$'000 $'Q00
Fublic Reserve Management Fund
Current Assets:
Cash 4555 8314
Receivables 5,375 4,927
13,930 13,241
Non-Current Asset
Receivabies 12,380 12,096
26,310 25,337

Under Current Assats, Cash comprizes Public Reserves Managemeant Fund of $8.555m (2004 - $8 314 m).
Receivables both current and non-surrent comprise Public Reserves Management Funds.

Public Reserve Management Fund (PRMF)

The Department administers the PEMF under the Public Reserve Management Fund Act 1987 within the
Special Deposit Account in Treasury called the Public Reserves Management Fund. The fund is only 1o be
used for grants and Ioans allocated for the following programs:

Caravan park levy income development works

Showgrounds assistance scheme

Local parks, reserves and walking tracks

Reserves of high visitation/regianal significance

Cansultancees for plans of management and business plans

Commercial initiatives on Crown reserves

Major regional recrealion prejects (across 8 number of reserves) managed the Depariment of Lands.

© map o

Torrens Assurance Fund — Special Dapasit Accaunt

The Deparliment operates the Torrens Assurance Fund within the Special Depasit Accounts. The fund
was established under Section 1.34{1) of the Real Property Act 1800, It meaets claims for loss arising aul of
fraut or agency emor and is funded by 2 $4 charge on each land dealing ladged. The following is a
summary of ransactions in the Torrens Assurance Fund (note 24(a)).

Opening cash balance B.B25 8,273
Al
Revenue 3,228 2017
Less:
Expenditure [308) {1.465)

Cash balanca al year end 11,745 8,825
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16. CURRENT/NON-CURRENT ASSETS — OTHER

Currant Assets — Other
Prepayments
Prepaid superannuation — S5 [Note 19}

17. CURRENT LIABILITIES — PAYABLES

Accrued salaries, wages and on-costs
Creditors

Fees in Advanca

Contributions to Consolidated Fund (note 21)
Income Tax Equivalent payabie

Cther

18. CURRENT/NON-CURRENT LIABILITIES - INTEREST BEARING LIABILITIES

Secured/Unsecured

Current Liabilities

Fimance lease commitments
Promissory Note {unsecured)
Advance from Treasury (unsecured)

Secured/Unsecured

Nan-Current Liabilities

Finance lsase commitments
Promissory Note {unsecured)
Advance from Treasury {unsecured}

Repayment of Borrowings (excluding finance leases)

Mot |ater than 1 year
Between 1 year and 5 years
Later than 5 years

Total borrowings at face value [excluding finance leases})

2005 2004

£'000 $'000
1,659 1,393
2,784 .
4,448 1,393
2,008 1,724
2677 §.833
2,392 1,746
25,804 23,049
4,928 5,034
888 1,761
45,787 42,947
. 446
1,125 -
5 5
1,130 451
= 2,323
11,283 =
3,169 3.174
14,452 5,497
1,130 5
5,620 2
8.831 3,153
15,582 3,179
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19, CURRENT/NON-CURRENT LIABILITIES - PROVISIONS

2005 2004
$'000 £'000
Current employee benefits and related on-costs
Recreation leave 5,881 5,482
Long service leave 4 054 3,865
Oneosts on employee benefits 405 679
Fringe Banefits Tax 47 40
Total provisions 10,481 11,066
Neon-Current employee benefits and related on-costs
Recreation leave 3,885 4. (46
Long service leave 30,356 31,826
SUperammuation 2,684 34 482
Oncosts on employes benefits 1,148 3,286
38,073 73,740
Aggregate employee entitlements
Provisions — current 10,481 11,066
Provisions — non-current 38,073 73,740
Agerued salares, wages and on-costs {note 17} 2,088 1.724
50,652 86,530

Suparannuation liability

The Department's commercial and semi-commercial activilies are responsible for funding the
employer's superannuation liability through maonthly contributions to the Department’s reserve account
held at the Pitlar Administration. Superannuation payments to retiring employees are made out of this
reserve account.  Periodically the Department's reserve account balance is augmented by interest
distributions made at the discretion of the Fillar Administration. The Department has no control over

interest dislribulions, The reserve accounl can only be used for the sstlement of superannuation
liabiities,

Actuarial assessmenis for the defined benefit schemes: State Superannuation Scheme, State
Authorities Superannuation Scheme and State Authorities Non-Contrbutory Superannuation Scheme
{S55, SASS and SANCSS) have been made for the year ended 30 June 2005 based on the full

requirernents of AASZS.
: Superannuation

. Assessed Liability | Reserve Account  Prepaid/{Deficit)

2005 2004 2005 2004 2005 2004

L 500 %000 S00D SO0 . S000 C $%00
State Superaniuation Scheme 205,69 19{5,[}[}[} C 28485 IRR036 278‘1{30.#]64}
Stare Authoeritics Superannaiation Scheme ’ 18~’26_ iﬁ;ﬁ‘}j 5 | 5,740 : I3,34'I;' B {19’-"?}{3248}
Kuh-Tratal 224,422 215,565 225234 0 1E2.2H3 . 812 {33,312)
Siale Aathories Nor-Contabuory . : ;
Superannuation Scheme 14 Roi) 13,692 . 14,153 12,522 (707 (1,170

Total 139312 - 220287 230417 1%4,B0S 105 (34,482)




The Department of Lands

DEPARTMENT OF LANDS
Notes to and Forming Part of the Financial Statements for the year ended 30 June 2005

19. CURRENT/NON-CURRENT LIABILITIES — PROVISIONS (continued)

The Department's commersial and semi-commercial services’ superannuation liabilities as at 30 June
2005 as assessed by Pillar Administration were based on the following key assumplions:

" T200s T TZoos| T Zoor
— H__ B %
* Rate of Investment Return fa. 527 B2
» Rate of General Salary Increase |~ 40: 40 40
« Rate of Increase in CFI | 2577 25T g5

Employees’ long service leave liability

The Department's semi-commercial services' long service leave liability and the corresponding
receivable from the Treasury are reported as foliows:

205 2004
57000 £'000
Current Lighility 284 208
MNan-Current Liability 2,552 2,680
2,836 2,978
Current Receivable (note 11) 284 298
Mon-Current Receivable {nate 11} 2,552 2,680
2,836 2,978
20. CURRENT/NON-CURRENT LIABILITIES - OTHER
Liability to Consolidated Fund g7 =
Interest frée advance from Treasury {unsecured) 112 160
178 16D
Reported as follows:
Current Liabilities 67 -
&7 =
Non-Current Liabilities 112 160

112 160
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21. CHANGES IN EQUITY

The Department of Lands

| Accumulated Funde |  Asset Revaluation |  ‘otal Equity
! . Reserve I
wes 1 2004 2005 2004 2005 2004
, S000  _§D00 | 000 | 000 _| 000 $000
Balance at the beginning of the financlal year | 75388 ; 63187 | =~ M9° 196 75744 . 66,3631
Transactions with owners as owners : -
Fair value of net assets transferred in an 11 __ ) 5 182 N
administration restructure {Note 22} w5 Ll e ]
Contributions to Consclidated Fund {(25.804) | (23048 - - {25,804 5 {23,043)
Transzfars from asset revaluation reserve on : 7 -
administration rastructure . ; ; - |
Total 52,783 | 45155 349 198 53,132 45,351
Other than fransactions with owners as ‘
owners N - e oo o
Surplus for the year L BAETT sl -i S sA8T 30240
Incrament on revaluation - @3 e ot 120 153
Total 54,307 30,240 ; 180 ; 153 ;54,487 30,393
: : 8 |
Balance at the end of the financial year 107,000 : 75,365 529 349 107,519 ; 75,744 |

Asset revaluation resarve

The asset revaluation reserve i3 used to record increments ard dscrements on the revaluation af nan-
current assets. This accords with the Department's policy en the "Revaluation of Physical Non-

Current Assets” as discussed in Note 2{j).

22. INCREASE IN NET ASSETS FROM EQUITY TRANSFERS

The Tweed River Entrance Sand Bypassing project, the River Entranca management and Waterways
programs were transferred from the Department of Infrastructure, Planning and Natural Resource to

the Department of Lands on 18 August 2004,

Total Assets - Infrastructures and equipmenl
Total Liabilities — Promissory notes

Met assats

23. COMMITMENTS FOR EXPENDITURE

{a). Other Expenditure Commitments

Aggregate of other expenditure for the acquisilion of items as detailed below contracted for at balance

date and not provided for:

Not |ater than 1 year
Later than 1 ysar and not [ater than 5 years
Total {including GST)

2005 2004

$°000 $'000
16,382 -
{13,190} -
3,192 -

13,043 12,688
10,438 11,370
23,431 24,068
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23. COMMITMENTS FGR EXPENDITURE {continued)
{h). Operating Lease Commitments

Future non-cancellable operating lease rentals not provided for and payable for property, plant and
equipment for varying contract periodsfsuppliers.

2005 2004

5000 $'000
Mot later than 1 year 3776 3,873
Later than 1 year but not kater than 5 years 4,078 4,140
Total {including GST) 7,854 8,013
[} Finance Leasa Commitments
Naot [ater than 1 year - 445
Latar than 1 year bul not later than 5 yeara - 1,783
Later than 5 years = 2,229
Minimum |ezse payments - 4,458
Less: future finance charge - {1.683)
Total {including GS5T) - 2,769
Classified as!
Current E 446
Mon-currant - 2323

- 2,764

The total ‘other expenditure commitments' and 'operating lease commitments’ above include input tax
credits of $2.849 m {2004 - $2.917m) lhat are expected to be recovered from the Australian Taxation
Office.

24. CONTINGENT LIABILITIES AND CONTINGENT ASSETS

{a) The Depariment maintains a special depasit account for claims arising through fraud or
Departmental error (Torrens Assurance Fund). As at 30 June 2005 known claims were assessed to
have an estimated gross hability of $4.779 m (2004 - $8.127m). These kabilities have been estimatad
on the assumption that ail disputed claims will be lost by LP| branch.

(b} The Department may be liable for payment of compensation payments arising fram c¢laims and
other matters subject to litigation. The amounts involved cannot be accurately determined and in some
instances are subjecl to arbitration. These claims are covered by the Treasury Managed Fund, and
are not sxpected to exceed $5.4 m {2004 - $7.4m}. In addition, applications for native title under the
Nalive Title Act 1993 and Aboriginal Land Rights Act 1883 have been made over various areas of land
and water in New South Wales which might ultimately result in a liability being incurred by the
Department. [t is not possible to estimate this potenlial liability.
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25. BUDGET REVIEW
STATEMENT OF FINANCIAL PERFORMANCE

Net Cost of Services

The Employee related expenses comparison between Budget and Actual was primarily impactedlby
the positive earnings on supsrannuation reserve assets, which in turn reduced the superannuation
expense by 521 million.

In respect to Other operating expenses actual expenses were lass than budget by $3.9 million, This
was primarily caused by lower than expected Torrens Assurance Fund claims (327 million) and othar
operating cost sawings achieved.

Grants & subsidies expenditure reflects the Ausiralian Accounting Standard requirement to eliminate
payments made between divisions of the same economic entity, As a result the community service
obligation subsidy paid to LPI in 2004/05 is not included in these accounts. This is the reason for the
lawer than budget expenditure in Lhis area.

Retained revenues in 2004/05 increased against Budget in the areas of cost recovery from
Quesnsland (Tweed River Sand Bypassing project) 33.2 milion and interest on invested funds $2
millicrt, Revenue from the sale of goods angd services remained relative in total lo the previous
financial year, where the Budget was based on an expected decline against 2003/04 actual levels.
Grant and contributions income appears to have fallen in 200405 where in fact Lhis presentation is
due o the accounting treatment required as mentioned in the previgus paragraph.

STATEMENT QF FINANCIAL POSITION
Asgsets and Liabilities

Mon current assets increased by $16 million during 2005 following the transfer in Augusl 2004 of the
Tweed River Sand Bypassing nfrastructure from the Department of infrastructure Planning and
Matural Resourcas,

Current liabilities increased by §3 million dus to the provision for tax equivalent and dividends owed to
NSW Treasury on the Land and Property information business. Non current employee liabilities
declined by $36 milion. The major components were payments made to Pillar Administration during
the financial year and the above benchmark returns achieved on invested employee and smployer
reserve assets {refer to note 19},

Interest bearing liabilities increased by $10 million due to the promissory notes for the Tweed River

Sand Bypass project of $12.4 million and the payment of the Bathurst building finance lease liability of
$2.3 million.

Cash Flows

Net operating cash flows reflect the slow down in the property related transaclions and increased
payment in respect to superannuation liabilities of Land and Property Infarmation business.

investing cash flows reflect the capital asset investment strategy for lhe Department with the majority

of this investment in 2004/05 in new and improved business syslems and infarmation technology
infrastructure.
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26. RECONCILIATION OF NET CASH FLOWS FROM OPERATING ACTIVITIES TO NET COST OF

SERVICES

2005 2004
$'000 $'000
Net Cash flow from / [used in} Operating Activities 23,827 31,894
Depreciation {12,167} (10,797)
Non-cash revenue 247 -
Acceptance by the Crown Entity of
Employee entitlerments and other habilities {2,693 {4,221}
Net (lossigain on sale of non-current assets {232} 210
Cash flows from Government (59,552} fd2.115)
Decrease in Provigions 36,184 13,463
{Decrease)increase in Receivables §.560 4,750
{Decrease) in Inventories {47) {190}
Decrease/{increase} in Current liabilities {181 {9,060}
Net Cost of Services {7.671) {16,086}
27. TRUST FUNDS
Public Sector Mapping Agency (PSMA)
Fefer to note 2 (r)
Opening accumulated surplusideficit) at start of the year 4,071 2,850
lncome earned during the year 3.5 2.B07
fess:
Expenses paid during the vear {2,871} {1,586)
Accumulated surplusi{deficit) at end of the year 4,731 4,071
The Department has a one-eight {1/8) equity in the closing accumulated surplus, ie:
Accumulated surplus/{deficit) at end of the year 591 509
28. ADMINISTERED ASSETS AND LIABILITIES
Crown Land
Leasehold  Development
Working Acct 2005 2004
$'000 $'000 5000 5000
Administered Assats
Cash 8,607 40,644 49,251 26,670
Receivables 49 S6E G6av7 90,253 45,071
Land in course of development - 12,024 12,024 6,802
Vacant Crown land & Land under Tenure 4,538,692 4 538 602 4,379,242
Total Administered Asseis 4,596,965 53,358 4,650,220 4 457 785
Administared Liahilities
Unearned revenue 26,320 - 25320 11,852
Accounts payable & provisions 4 980 33212 38202 13,490
Liability to Consolidated Fund 337 - 337 3010
Amounl due Lo Crown Leasehold - 11,157 11,157 8,501
Treasury advance - 3000 3,000 3.000
Total Administered Liabilities 36,647 47,369 78,016 40,943
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29. ADMINISTERED REVENUE - DEBTS WRITTEN OFF
Administered debts for lease income of $292,871 were written off during the year (30 June 2004-

535,301}

30. ADMINISTERED REVENUE - SCHEDULE OF UNCOLLECTED AMOUNTS

2005 2004
£'000 57000
Analysis of uncoftected amounts in respect of Land revenug -
Crown Leasehold;
Less than B0 days 10,004 3724
Greater than 80 days 17,411 14,812
27,505 18,536
Less: Provision for doubtful debts 3,856 4,173
23,549 14,363
Amounts not yet cafled 26,017 27,288
Total 49,566 41,651
31. ADMINISTERED REVENUE AND EXPEMNSES
Crown Land
Leaschold Development
Woarking Acct 2005 2004
$'000 $'000 3000 $'00G
Revenue 83 825 45 558 115,383 53042
Expensas {44238} 116,724) {60,563 {164,583}
Operating surplusi{loss) 25,587 28,834 54,421 {111,541}

Details of Crown revenue collected by the Department and remitted to the Treasury:

Land sales, tarm purchase instaliments and other misc land sales 25,449 10,831
Leases. licences and related land receipts 37,919 28 877
63,268 349,708

3z FINANCIAL INSTRUMENTS
Cash

Cash comprises cash on hand and bank balances within the Treasury Banking System. Interest is
earned on daily bank balances at the monthly average NSW Treasury Corporation 11.00 am unofficial
cash rate adjusted for & management fee to Treasury. Interest is reported in the financial statements
as it is earned. For the purposes of the Statemeant of Cash Flaws, cash comprises cash on hand and
at bank and short-term deposits at call,

Receivables

All trade and other debtors are recognised as amounts receivable at balance date. Coltectability of all
debtors is reviewed on an ongoing basis. Debts, which are known to be uncollectable, are written off.
A provision for doubtful debts is raised when some doubt as to collection exists. The credit risk is the
carrying amount {net of any provision for doubtful debts). Mo interest is earned on trade debtors, The
carrying amount approximates net fair value, Sales are generally made on 30 day terms.
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32 FINANCIAL INSTRUMENTS [continued)

Bank Owverdraft

The Department does not have any bank overdraft facility,

Trade Creditors and Accruals

The liabilities are recognised for amounts due to be paid in the future for goods or services received
whether or not invoiced. Ameunts owing to suppliers {which are unsecured) are settled in accordance
with the policy set out in Treasurer's Direction 219.01. If trade terms are not specified, payment is
made not later than the end of the month following the month in which an invoice or a statement is
received. Treasurgrs Direction 212.01 allows the Minister to award interest for |ste payment. Mo
interest was paid during the year (30 June 2004-Nil}l. The carrying amount approximates net fair
value,

Interast Bearing Liabllitias

The interest bearing hiabilties are the promissory notes issued by ANZ bank which are used o fund
the Department's Tweed River Sand Bypass project jointly with Queensland government. Mew South
Wales governmenl owns 75% of the project and 25% owned by the Queensland government, The
total face value of the promissory notes is $21million, 75% of which is recognised by the Department
as interest bearing liabilities. The promissory notes are repayable in 12 year term with 4 guarterly

repayments a year.

{a) Interest Rate Risk

Fixed Intarext Rate
Maturities
Welghted Total
Averans Carrying
Effective Floating More Non Amount
interest interast | 1year | 1tad | than5 | Interast | As perthe
rate Rate o years | Years | Bearing | Statement of
less Financial
Pesition
o $'000 $0o0 £000 5000 5000 £000
30 June 2005 FRR '
Financial Assets .
s e 552?8 i ) ) -552?3
Receivables 143 17,755 - - - 20816 T IBET
Total Financial Assets 73,033 - - - 20918 93,849 |
A0 June 2004 R :
Cash 418 75878 . ; - 75,878
Receivables 3.75 17023, o - o18142 . 35,165
Total Financial Assets 92,901 : - o T iad 111,043
30 June 2605 :
Financial Liabilities ) T
Payables S - = - 45787 45,787
Interest Bearing BAT <1130 8815 BT DT T 5582
P o i e M
Total Financial Liabilities 1130 5615 B.B37 45966 61,548
30 June 2004 : .
Pasables ) e T T a
interest Bearing 1.3 : . 5 210 3,154 ° T T 8180
Finance lease 75 446 1783 540 - 2,769
Other N AR S L. 160
Total Financial Liabilities 451 15047 3694 43,107 48,056

123



124

The Department of Lands

DEPARTMENT OF LANDS
Nates to and Forming Part of the Financial Statements for the year ended 30 Junc 2415

3z2. FINANCIAL INSTRUMENTS {continued}

b} Credit Risk

Credit risk is the risk of financiai [oss arising from another party to a contract/or financial position f;n'lin_g
to discharge a financial obligation thereunder. The Department's maximum exposure to credit risk is
represented by the camying amounts of the financial assets included in the Statement of Financial
Position.

33. IMPACT OF ADOPTING AUSTRALIAN EQUIVAL ENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS

The Department of Lands NSW will apply the Australian Equivalents to International Financial
Reporting Standards {AEIFRS) from 2005-06.

The follpwing strategy is being implamented by the Department to manage the transition to AEIFRS:

Forming AEIFRS steering commiites

Send steering committee members to attend AIEFRS seminars
Engaging accounting professional to provide expert advice
AEIFRS Business Impact Analysis

Changes to systems, processes and policies

Train staff

Implementation

Ta date, the Department has sent the financial steering committee members to attend seminars on
AEIFRSE implamentation issues and AEIFRS annual reports presentation and disclosurss sponsored
by the NSW Treasury and the CPA Australia. The consultants from the accounting firm, Deloitte, have
heen engaged to provide the expert advice to the steering committee, The AEIFRS business impact
analysis and the revised opening balance in compliance with AEIFRS have also bean completed.

The Department has determined the key areas where changes in accounling policies are likely to
impact the financial report. Some of these impacts arise because AEIFRS ragquirements are different
from existing AASE requirements (AGAAP). Other impacts ara likely to arise from options in AEIFRS.
To ensure consistency at the whole of government level, NSW Treasury has advised agencies of
options it is likely to mandate for the NSW PFublic Secter. The impacts disclosed below reflect
Treasury's likely mandates (referred to as “indicative mandates").

The Departmsnt has referred to AASB 136 - Impairment of Assets, the draft HOTARAG (Head of
Treasuries Accounting and Reporting Advisory Committee) policy for the definition of 'a not-for-profit
entity’ and has considered the following factors in determining the status of a 'nol-for-profit’ entity
for the Department
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33. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL

REPCORTING STANDARDS (continued)

m Statements by owners aboul objectives of the entity
s Governance framework-extent that private sector type frameworks

apply

m  Furpose, nature and extent of funding from owners
m Targeted financial perfformance of the entity, agreed between owners

and board/managemenl

m Classification under Government Finance Statistics (GFS)

»  Comparison with Treasury's previgus approach

Showh below are management's best estimates as at the date of preparing the 30 June 2005 finansial

report of the estimated financial impacts of AEIFRS on the Department's equity and profitfoss.

The Department does not anticipate any malerial impacts on its cash flows. The actus! effects of the
transition may differ from the estimaied figures belpw because of pending changes to the AEIFRS,
including the UIG Interpretations and f or emerging accepted practice in their interpretation and
application. The Depariment's accounting policies may also be affected by a proposad standard to
harmonise accounting standards with Governmant Finance Statistics (GFS). However, the impact s
uncertain becauvse it depends on when this standard is finalised and whether it can be adopted in

2005-06.

{a) Reconciliation of key aggregates

|
L.
]
i
i

Total equity under AGAAP
Adjustments to accumulated funds
Etfect of valuing assets individually rather than by class
i Granls [AASE 120]
| Recognition of major inspection costs
Recognition of restoration costs
! Write back assst revaluation reserve for investment
properties
Derecognition of intangible assets
Derecognition of capitalised interest
. Defined benefit superannuation adjustment of change in
| discount rate
| Etfect of discounting long-term annual leave
' I Tax effect adjustment
I . Adjustments to other reserves
Effect to valuing assels individually rather than by class
' Write back asset revaluation reserve for investment
properties
Write back asset revaluation reserve for intangibles
Capitalised intarest derscognised
Tax effect adjustment
Total equity undsr AEIFRS
*=adjustments as at the dale of ransition

“*=cumulative adjuslments as at date of transition plus the year ended
! 30 une 2005

Reccnclhatlon of Ej_l_ll.ll‘ldﬂl" existing Standards (AGAAP) to equity under AEIFRS:

_Notes

h b e b =

o e o ~J LB

0 Jung:
2005

$000_ _

107,618

(88,625)

1 July
2004*

{45,168)

C$000

125



126

The Department of Lands

DEPARTMENT OF LANDS
Notes to and Forming Part of the Financial Statements for the year ended 38 June 2005

33. IMPACT OF ADOPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS {continued)

Reconciliation of surplus { {deficit} under AGAAP to surplus / (deficit) under AEIFRS:

Year ended 30 Juna 2005 Notes $000
Surplus f (deficit) under AGAAP 54,307
Grants [AASB 120j

kajor inspectian costs
Resioration costs

Investment properties
Resgearch costs expensed
Bomowing costs expensad
Definad benefit superannuation
L ong term annual lzave
income tax expense

Assets held for sale

Lo e - e B ) QO N
L]

(43,487}

— 2
—

Surplus / {deficit) under AEIFRS 10,850 |

Based on the above, if AEIFRS were applied in 2004/05 this would increase the Net Cost of Services
from $7.871m to $51.328m

Notes to tables above

1. AASE 116 Property, Flant and Equipment require for-profit entities to recognise revaluation
increments and decremenis on an individuat asset basis, rather than a class basis. This
change will decrease accurnulated funds and merease the asset revaluation reserve.,

2. AASB 120 Accounting for Government Grants and Disclosure of Government Assistance
requires for-profit entities to recognise grant income over the period necessary to malch
related costs. This has the effect of delaying revenue recognition and increasing liabilities.
Under current AGAAP, grants are normally recoghised on receipl. It is possible that AAASE
120 may be amended to adopt the approach in AASE 141 Agriculture where grants are
recognised as revenue when conditions are satisfied, However, at this stage, the timing and
dollar impact of these amendments is uncertain,

3. AASB 116 requires major inspection costs to be capitalised. where these are currently
axpensed. This will require that fair value and depreciation of the related asset o be re-
allocated,

4. AASB 116 requires the cost and fair value of property, plant and equipment 1o be increased to
include the estimated restoration cosls, where restoration provisions are recognised under
AASB 137 Frovisions, Contingent Liabilities and Contingent Assets. These restoration costs
must be depreciated and Lhe unwinding of the resloration provision must he recognised ag a
finance expense. This treatment is not required under current AGAAP.

5. Under AASE 140 Investment Property and Treasury's indicative mandales investment
property will be recognised at fair value. In contrast to their current trealment as property, plant
and equipment, investment property recognised at fair value will be not he depreciated and
changes in fair value will be recognised in the operating statement rather than the asset
révaiuation reserve. This means that any asset revaluation reserve balances relating to such
propetty will be written back to accumulated funds
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33. IMPACT OF ADQPTING AUSTRALIAN EQUIVALENTS TO INTERNATIONAL FINANCIAL
REPORTING STANDARDS {continued)

10.

11,

AASE 138 Intangible Assets requires all research costs to be expensed and restricts the
capilalisation of development costs. Current AGAAP permits some research and development
costs to be capitalised whan certain criteria are met. As a result, some curently recognised
intangible assets will need to be derscognised. Further, intangibles can only be revalued
where there is an active markel, which (s unlikely ta gocur. Therefore, revalualion incremsnts
and decraments will need to be derecognised and intangible assets recognised at amorhsed
cOost.

The application of AASE 138 will also result in certain reclassifications from properly, plant
and equipmeant to irntangible assets {e.q. computer software and easements)

Currant AGAAF reguires bomrowing costs directly attributable to the acquisition, construction or
production of a gualifying assel to be capitalised and other batrowing costs to be expensed.

AASE 123 Borrawing Costs provides the option to expense or capitalise homawing costs.
NSW Treasury's indicative mandate requires all General Government Sector agencies excepl
PTEs o expense all borrowing costs to harmonise with Government Finance Statistics
reparting. This reduces the recognised value of assets and reduces profits.

AASB 119 Employee Benefits requires the defined benefit superannuation obligation to be
discountad using the government bond rate as at each reporting date, rather than the long-
term expected rate of raturn on plan assels. Where the superannuation obligation is not
assumed by lhe Crown, this will increase the defined benefit superannuation hability {or
decrease the asset for those agencies in an overfunded posilion} and chiange the quantum of
the superannuation expense.

ASSB 119 requires present value measurement for all long-term employee benefits. Current
AGAAP provides that wages, salaries, annual leave and sick leave are measured at nominal
value in all circurnstance.

AASB 112 Income Taxes uses a balance sheet approach which requires the differences
between the accounting and tax value of assets and liabilities to be recognised as deferred tax
assets or liabilites, Current AGAAP uses an aperating statement method that accounts for tax
by adjusting accounting profit for temporary and permanent differences to derive taxable
income. The AASS 112 approach alters the quantum and timing of tax assets and liabilities
recognized. In particular, the balance shest appreach results in the recognition of a deferred
tax liability in relation fo revalued assets that is generally not recognised under current
AGAAP. This also changes the quantum and timing of the tax expenses.

AASE 5 Non-Current Assets Held for Sale and Discontinued Operations reguires non-currernt
assets classified as “held for sale’ to be reciassified as current and recogriised at the lower of
the carrying amount and the fair vaiue less costs to sell, Unlike current AGAAP, ‘held for sale’
assets are not depraciated, thereby reducing the depreciation expense.
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33. IMPACT OF ADOPTING AUSTRALIAN EQLUVALENTS TO INTERNATIONAL FINANCIAL
REFPORTING STANDARDS [continued)

{b}

{c}

Financial Instruments

In accordance with NSW Treasury's indicative mandates, the Department will apply Lhe
exemption provided in AASE 1 First-lime Adoption of Australian Equivalents to international
Financial Reporting Standards not to apply the reguirements of AASB 132 Financial
Instruments: Presentation and Disclosures and AASB 139 Financial Instruments: Recognition
and Measurement for the financial year ended 30 June 2005, These Standards will apply from
1 July 2005, Mone of the information provided above includes any impacts for financial
nslruments. However, when these Standards are applied, they are likely to impact on retained
earnings {on first adoption) and the amount and volakility of profit [ loss. Further, the impact of
these Standards will in part depend on whether Lhe fair value option can or will be mandated
consistent with Government Finance Statistics.

Grant recognition for not-for-profit entities

The Department will apply the requirements in AASB 1004 Contributions regarding
contributions  of assets {including grants) and forgiveness of liabiliies. There are no
differences in the recognition requirements between the new AASE 1004 and the current
AASE 1004, However, the new AASB 1004 may be amended by proposals in Exposure Draft
(ED} 125 Financial Reporting by Local Governments. if the ED 125 approach is applied,
revenus and / or expense recognition will not occur until either the Department supplies the
related goods and services {where grants are in-substance agreements for the provision of
goods and services) or until conditions are satisfied. ED 125 may therefare delay revenue
recognition compared with AASE 1004, where grants are recognised when controlled.

Howaver, at this stage, the timing and dollar impact of these amendments is uncertain.

END OF AUDITED FINANCIAL STATEMENTS



