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appropriate page number. That list is not exhaustive as many other issues are reported in Volumes I, Il and Il of
Part B of this Report.

Reference should also be made to Part A — Audit Overview which also contains comments on specific matters of
importance and interest.

Agency Matter Page
Adelaide Festival Centre Trust OPerating RESUIL.......co.uiiiiiiieiiie et 614
Adelaide Festival Corporation Operating RESUIL..........uiiiiiiie i 627
Grants from GOVEIMMENL ..........coiviirieriiiiee e 627
Administrative and Information Services — Department for Financial Management FrameWork ............cccoovieiiiiiiieniie e 7
Outsourcing of Warehouse Operations ............ceeerveeriieenieesnnee e enieeeenns 10
Land Ownership and Tenure SYSeM .........ccoccieiiieiiieniiieeniie e 11
World Congress on Information Technology ............ccccoeieniienneiiiicennnen, 15
Qualified Audit OPINION ........oiiiiiiiiiiie e 15
Information Technology Management and Initiatives.............ccccoovvevneennnen. 16
StateNet Communications Network............coccveiiiiiiiiiciiiciee e 17
Automated Torrens Land Administration System .........c.ccccoeveeviieevieeeninne. 18
Government Light Vehicle Fleet — Sale and Leaseback
AITANGEMENT ..ottt

Capital Works — Adelaide Convention Centre

Art Gallery Board Heritage COllECHIONS.........uiiiiiiiiiiiii e 636
Attorney-General's Department Financial Management Framework Project Working Group............c......... 407
Community Emergency Services FUNd ............ccoovviiiiiiiiiiiiiniiec e 409
Criminal Injuries Compensation Fund .............cccooviiiiiiiiiin e, 410
GaAMING REVENUE........coiiiiiiiii ittt 412
Public Trustee — Procurement REVIEW ...........ccccvvvviriiiiieniieiee e 441
Public Trustee — Statement of Financial Performance.............c.c.cccccoveneee. 441
Catchment Water Management Boards FINANCIal ACHIVILY ......ccviiiiiiiiiie e 173
Correctional Services — Department for Commentary on General Financial Controls............c.cccoevviiiiiniicnieecnen. 467
Prisoner Movement CONLIACE .............ooiuieiiiieiiiiieiiie e 470
Education, Training and Employment — Department of Review of School Administration SyStem ..........ccocevrieriiiiinien e 61
Human Resource Management SYSIEM........couuiiiiiiiiieiiniiniiieiieianene 61
Qualified AUdit OPINION ... 62

Risk Fund ..........ccccoeueeenne
Separation Packages

Electricity Supply Industry OVEIVIBW ..ttt ettt ettt e e e ettt e e e e et a e e e e e ebbb et e e e e e aabeeeaeeeaas 869
Environment and Heritage — Department for Financial Management Framework ............cccoouiiiiiieiieeiiee e 230
Procurement PraCtiCeS.........occuviiiiiiiiiiiiciiiiee et 231
Accounting for Crown Land.........coocueiiiiiiiiiiiee e 232

Qualified AUdit OPINION ........uveiiiee it 234



Agency Matter Page
HomesStart Finance Net INterest REVENUE. ..........coiiiiiiiiiie e 269
Asset Quality — Provision for Doubtful Debts............cccccoviiiiiieeiiiiiiieeen. 270

Human Services — Department of Financial Management Framework............c.cccivieeriiiiniceniic e 288
CONCESSION PAYMENTS ....coiuiiiiiiiiiiiiiieeeiee ettt 290

Funding to Health Services and Non-Government Organisations ............ 291

Computing Environment and Operations .............ccceeevueeeiiieeiiieeennns . 292

Contractual Arrangements — Modbury Hospital............ccccoveeiiiencennnnn. 293

Industry and Trade — Department of Adelaide to Darwin Railway Project ...........cccovvieiiieiiiieniiciicesiee e 380
Judges’ Pensions Scheme Operating StateMENt .........c.eiiiiiiiiiie e s 890
Land Management Corporation Recoverability of Outstanding LOANS ...........cccevieeiiiiiiiee e 898
EX Ports Corporation Land ...........ccocueieiiiioniiieniiee e 898

AdMINIStEred ProJECTS.......coooiiiiiiiiiciiiic e 902

Libraries Board of South Australia OPperating RESUIL ......ccoviiiiiiie e 665
Research and Heritage ColleCtions............ccceeviiieiiiieiiiiie e 666

Local Government Finance Authority LGCS — E-COMMEICE VENIUIE .......eeeiiiiieiiiieeiiie ittt 794
Lotteries Commission of South Australia Sales and Distribution to GOVErNMENt ..........cccoviiiiiiiieeniiie e 921
Motor Accident Commission Amendments to Legislation ............ccocueiiiiiiiiiii e 936
SIgNIfICANT FEAIUIES........eiiiiiiiiiiiie e 937

Financial POSItION ...........ioiiiiiiiiii e 940

RESEIVING LEVEIS ...ttt 940

Museum Board State Government GrantsS..........c.coovciiiiiieiiiiiiiir e 677
Heritage COlECIONS .......cc.viiiiiiiiiiiic e 678

Passenger Transport Board SIGNIfICANT FEAIUIES ...ttt 808
Contract Management............ooocuiiiiiiiiiiiiie s 808

Passenger Transport Research and Development Fund...............ccccee.... 810

Cost Recovery from PaSSENQENS .........ccccuvieiiiiiiiiieiiiieeiee e 811

ACCESS Cab SYSIEMS......eiiiiiiiiiiitiee e 812

Police Department Expiation Notices — Withdraw of 5260 NOtiCeS............ccccoeeviiiiiiiiiiiinnnns 535
Management of SICK LEAVE ..........ccooviiiiiiiiiiiiiii e 536

Premier and Cabinet — Department of the

Primary Industries and Resources — Department of

SA St John Ambulance Service Inc

South Australian Asset Management Corporation

South Australian Community Housing Authority

Targeted Voluntary Separation Package Scheme —

Total SEPArAtIONS .....ccoiuiiiiiiiieiiie e 700
Government Workers Rehabilitation and Compensation Fund —

Outstanding ClaiMS .......cooueieiiiieiiiie e 704
Fruit Fly EradiCation..........ccccocviiiiiiiiiiiiiiciec et e 766
Upper South East Dryland Salinity and Flood Management Plan............. 766
Assistance to Primary ProdUCETS..........coccviiiiiiiiiiiieiiiee e 767

Royalties

Ambulance Cover Scheme Deficit ...

Provision of FUNAING.......cooiuiiiiiiii e
Retained ProfitS.........ccccooiiiiiiiiiiiic e 959
HOUSING RETOMIS......eiiiiiiie e 338

Funding to Community Housing Organisations .............ccccceevevveeeeinineeenn. 343



Agency Matter Page
South Australian Forestry Corporation Analysis of Financial Statements ...........occcveieiiiiiee e 975
Qualified Audit OPINION ........oiiiiiiiiii e 976
South Australian Government Captive Catastrophe REINSUIANCE ..........cueeiiiiiiiiie et 991
Insurance Corporation OULSEANAING CIAIMS .....cooviiiiiicecieeeeecee et 993
South Australian Film Corporation Film Production Investments and Unsecured Development Loans........... 711
South Australian Government Financing Authority SAFA’S CAPItaAl.cuevieiiiieiiii ettt et 1014
The Common Public Sector Interest Rate ...........cccooeverviiiviiiienieieenne 1016
South Australian Housing Trust Financial Management Framework ...........c.ccevviiiiiiiiiiieniic e 356
TrENNIAl REVIEW ......coiiiiiiiiiieee e 357
ASSEE MANAGEMENT.....cciiiiiiii et 361
South Australian Motor Sport Board Qualified Audit OPINION ........uiiiiiiiiiiii e 395
South Australian Metropolitan Fire Service Qualified Audit OPINION ........cciiiiiiiiiic e 567
South Australian Ports Corporation DiIVESIMENT PrOCESS ...coiiviieiiiii ettt 1037
South Australian Superannuation Scheme SIgNIfICANT FEAIUIES ......vviiiiieiiec e 1051
Liability for Accrued BenefitS..........oocueviiieiiiiieiiieeeiee e 1053
South Australian Water Corporation AllIANCE CONTACHING ....cevviieiiiie ettt 1077
Management of Major CONraCtS ............ccveiiiieiiiieiiiiceieesee e 1077
Economic Development Obligations............c.cceeviiiiiie e 1078
ACLANS AGIEEMENT .....eiiiiiie ittt ittt ettt et e e e e e sabeeeanes 1079
Overseas Business INVESIMENL..........cccocverviriiirini e 1083
State Supply Board Audit Findings and COMMENLES .........cciiiiiiiiie it 43
Superannuation Funds Management Corporation of Significant FEAUIES ..........ooiiiiiiiiicii e
South Australia Income from Investments
FUNAS MaNagemMENTt.........coiuiiiiiiiiiiie e
Return Performance by Asset Class ..........ccccoeviiiiiiiiiiiieeniie e 1108
TransAdelaide Audit Findings — Procurement REVIEW ............ccceviiiiiiiiieniiiieniiee e 826

Transport, Urban Planning and the Arts — Department for

University of Adelaide

University of South Australia

Venue Management — Office of

Water, Land and Biodiversity Conservation — Department of

AUSTRICS
Joint Venture Relationship

SIgNIfiCaNt FEAIUIES .......oiiviiiiicciiic e e 843
Transport SA — Commentary on General Financial Controls.................... 844
NON-CUITENT ASSELS ..o 847
Rail Transport Facilitation FUNd ...........cccoiiiiiiniiiie e 848
Qualified Audit OPINION ........eiiiiiiie e 114
Management Information SYStemS..........cccooiviiiriiiiniie e 115
GIENthOINE FarM.....coeiiiiie e 115
ProCUremMent...........oooiiiiiiiiiiiiiii s 144
Qualified Audit OPINION .......ueiiiiiiie i 145
Hindmarsh Stadium ..........cooociiiiiiiii e 755
EMpPhasis of Matter..........oooiiiii e 252

Qualified AUdit OPINION ........eveiiiee et 252






VOLUMES I, Il AND Il
ACCOUNTS OF PUBLIC AUTHORITIES

INTRODUCTION

Part B — Volumes I, Il and Il of the Report of the Auditor-General contains the Financial Statements of and,
comments concerning, the operations of those public sector agencies that | am required by law to audit and that
are defined by the Public Finance and Audit Act 1987 as ‘public authorities’. Where appropriate, graphs and
tables have been used to illustrate selected information.

Consistent with last year, Audit comment and the Financial Statements of agencies, are presented on a
ministerial portfolio responsibility basis.

AGENCIES NOT INCLUDED IN THIS REPORT

In preparing this Report every effort is made to ensure that only matters which are relevant, appropriate and
timely are included. Subsection 36(2) of the Public Finance and Audit Act 1987 provides the Auditor-General

with a discretionary power to choose which agencies are excluded from this Report.

The following factors are taken into consideration in determining which agencies are to be included in this Report:

. materiality of financial operations

. materiality of any impact on the public finances

. consolidation of the financial operations in the Parent Entity’s Financial Statements included in this
Report

. timeliness of information

. materiality of issues arising from the audit

. public interest.

A number of the agencies excluded from the Report are required to prepare an Annual Report in accordance with
the requirements of the Public Sector Management Act 1995. In addition, Treasurer’s Instruction 19 requires that
each Chief Executive Officer must ensure that the Annual Report, which is required to be submitted to the
responsible Minister in accordance with the Public Sector Management Act 1995 and Regulations, or other
legislation, includes the general purpose financial statements in the form in which they were presented to the
Auditor-General, together with a copy of the Report of the Auditor-General on the statements.

SUPPLEMENTARY REPORT

There are also agencies whose Financial Statements have not been finalised or the audit has not been
completed in time for inclusion in this Report. The Financial Statements for and commentary on the operations
of, the following agencies and superannuation schemes will be included in a Supplementary Report to be
presented to Parliament later in this financial year.

. National Wine Centre

. Parliamentary Superannuation Scheme
. Police Superannuation Scheme

. XTAB Pty Ltd



Public Authorities
AUDIT OF THE AUDITOR-GENERAL'S DEPARTMENT

The Public Finance and Audit Act 1987 requires that the accounts of the Auditor-General’'s Department be
audited by an auditor appointed by the Governor. The audit for the financial year ended 30 June 2002 was
conducted by Grant Thornton, Chartered Accountants, who have issued an unqualified Independent Audit
Report.

QUALIFIED AUDIT OPINION REPORTS

The expression of an opinion on an organisation’s annual Financial Statements by an independent professional
auditor adds credibility to those Statements and ensures that an appropriate level of financial disclosure has been
exercised.

For those agencies that | am required to audit, | issue an Independent Audit Report on the Financial Statements
in accordance with professional requirements and standards. The opinion expressed in that Report is usually
unqualified but, where, in my opinion, circumstances so warrant, a qualified opinion is expressed. In extreme
cases it may be necessary to decline to express an opinion.

In all cases where a qualified opinion (or no opinion) is given, full reasons are stated in the Independent Audit
Report that is issued.

For the financial year ended 30 June 2002 qualified opinions were expressed on the Financial Statements of the
following agencies:

. Administrative and Information Services — Department for

. Education, Training and Employment — Department of

. Environment and Heritage — Department for

. South Australian Forestry Corporation

. South Australian Metropolitan Fire Service

. South Australian Motor Sport Board

. University of Adelaide

. University of South Australia

. Water, Land and Biodiversity Conservation — Department of

CONTROLS OPINION

Subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987 requires the Auditor-General to advise
Parliament whether in his opinion the controls exercised by the Treasurer and by public authorities in relation to
the receipt, expenditure and investment of money, the acquisition and disposal of property and the incurring of
liabilities is sufficient to provide reasonable assurance that the financial transactions of the Treasurer and public
authorities have been conducted properly and in accordance with law.

In accordance with that requirement a Controls Opinion has been expressed for each agency.

REFERENCES TO MATTERS OF SIGNIFICANCE

Matters which have arisen from the audit of agencies during this financial year are commented on in Volumes I, Il
and Il of Part B of this Report. Those issues that are regarded as either serious in nature or of public interest
importance are listed separately under the heading ‘References to Matters of Significance’ immediately after the
Table of Contents in each Volume.



MINISTER FOR ADMINISTRATIVE SERVICES; MINISTER FOR ABORIGINAL
AFFAIRS AND RECONCILIATION; MINISTER FOR INDUSTRIAL
RELATIONS; MINISTER FOR RECREATION, SPORT AND RACING;
MINISTER FOR SCIENCE AND INFORMATION ECONOMY

PORTFOLIO — ADMINISTRATIVE AND INFORMATION SERVICES

INTRODUCTION

This section of this Part of the Report contains the financial statements of, and comments concerning, the
operations of those agencies under the direction and control of the following Ministers, namely:

Minister for Administrative Services

Minister for Aboriginal Affairs and Reconciliation
Minister for Industrial Relations

Minister for Recreation, Sport and Racing
Minister for Science and Information Economy

The agencies included herein relating to the portfolio of Administrative and Information Services are:

Administrative and Information Services — Department for
State Supply Board






DEPARTMENT FOR ADMINISTRATIVE AND INFORMATION SERVICES

FUNCTIONAL RESPONSIBILITY AND STRUCTURE
Establishment of the Department

The Department for Administrative and Information Services (DAIS) is an administrative unit established under
the Public Sector Management Act 1995.

Role and Structure of the Department

The Department is the portfolio based agency providing support to the Ministerial Portfolio of Administrative and
Information Services. It has responsibility for a diverse range of government activities including:

. project risk management, building asset management, procurement and contract services;
. capital building works and major projects delivery;

. information technology policy, support and management services;

. internal services to government, for example forensic services and fleet management;

. land valuation, survey and registration;

. workplace registration and regulation and industrial relations services;

. information economy;

. policy and programs in relation to Aboriginal affairs;

. administration and assistance to the recreation, sport and racing industries.

The structure of the Department is represented as follows:

Chief Executive
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Administrative and Information Services

Note 34 to the Department’s Financial Statements provides a summary of the functions, and a breakdown of
financial information in relation to the business unit operations of the Department. In addition Note 35 presents
information relating to funds and financial transactions administered by the Department.

CHANGES TO AGENCY ORGANISATIONAL STRUCTURE

On 4 December 2001 by proclamation of the Governor the following public service operations were transferred to
DAIS:

. Office for Recreation, Sport and Racing from the Department for Environment and Heritage
. Division of State Aboriginal Affairs from the Department for Transport, Urban Planning and the Arts.

The transfers of these operations included the transfer of net assets to the Department of $60.8 million and
$3.7 million respectively.

The proclamation on 4 December 2001 also resulted in the transfer of the operations of the Government
Business Group (including the Office of Government Enterprises) from DAIS to the Department of Treasury and
Finance. The transfer of this activity included the transfer of net liabilities amounting to $15 000.

Note 4(c) to the Department’s financial statements provides a detailed financial breakdown of the net asset
transfers to and from the Department.

SIGNIFICANT FEATURES

. The Department received funds appropriation in 2001-02 of $164.7 million, comprising $126.9 million
towards operations and $37.8 million as an equity contribution towards certain capital projects.

. Total assets employed at 30 June 2002 were $846 million ($760 million). With respect to the increase in
assets, analysis is detailed later in this section of the Report under ‘Interpretation and Analysis of
Financial Statements’.

. In 2001-02 dividends paid to the Treasurer totalled $49.5 million ($55.6 million).

AUDIT MANDATE AND COVERAGE
Audit Authority

Subsection 31(1)(b) of the Public Finance and Audit Act 1987, provides for the Auditor-General to audit the
accounts of the Department in respect of each financial year.

Scope of Audit

In undertaking the audit of the Department recognition was given to the diverse and self contained nature of the
activities of a number of the functional areas of the Department. This acknowledged that separate financial
accounting systems and processes were often maintained in respect of the major functional areas, particularly at
the subsidiary system level.

In this regard the scope of audit in respect of the various functional areas was directed at ensuring financial
systems and accounting record keeping processes and controls were at a level that provided assurance as to the
integrity of processing of financial transactions and preparation of financial statement information. The reviews of
the specific functional areas are, however, not undertaken in isolation of the recognition that the Department is
required to operate within an overall financial management and accountability framework through consideration
and appropriate application of the Financial Management Framework (FMF).

In this context specific Audit attention to each functional area that was subject to review involved consideration of
the:

. diverse nature and risks of those areas;
. integrity of the stand alone and subsidiary financial systems;
. materiality of the financial operations of that area with respect to the Department’s overall operations and

associated implications in regard to financial statement reporting on the Department’s operations;

. requirements of the Financial Management Framework.
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In more specific terms the scope of the audit included a review of the following areas of financial activity:

. revenue collection, accounts payable, and personnel/payroll functions;

. maintenance of the general ledger and associated reconciliations and subsidiary systems;
. asset and liability identification, valuation and managements;

. tendering and contract management processes;

. procurement and distribution operations;

. residential and commercial property management;

. motor vehicle fleet management;

. management of whole-of-government contracts, including maintenance and information technology;
. management and financial reporting;

. operations of the Division of State Aboriginal Affairs;

. operations of the Office for Recreation, Sport and Racing.

Audit Communications to Management

All significant matters identified during the course of the audit of the various functional areas of the Department,
including financial accounting functions, systems and processes, were communicated in Audit Management
letters to the Department. The letters outlined the scope of the audit and findings and recommendations
emanating from the reviews. Responses received have been satisfactory. The commentary which follows in
‘Audit Findings and Comments’ hereunder provides an update on issues reported on last year and issues arising
from the current years audit activity.

AUDIT FINDINGS AND COMMENTS
Financial Management Framework

The Financial Management Framework (FMF) provides agencies of government with guidance on critical
processes and controls to be put into place to enable the exercise of good financial management. The five basic
components of the FMF are planning and analysis, reporting, asset and liability management, transaction
processing and control. The FMF was issued by the Department of Treasury and Finance, effective from
1 July 1998.

As mentioned previously the external audit activity of DAIS has not been executed in isolation of the review of
DAIS adherence with the requirements of the FMF. Prior year reports conveyed a number of issues regarding
the status of implementation of elements of the FMF within DAIS. During the 2001-02 financial year audit
process, Audit has followed up certain matters regarding implementation progress. Audit observations and
comments arising from an understanding of the status of the application of some of the key elements of the FMF
are outlined below.

Planning and Analysis

The Department’s charter sets out strategic directions which are supported by strategic plans for each of the
Department’s individual business units. This established strategic planning process comprises elements
consistent with those of the FMF.

Reporting

This component of the FMF covers elements of good quality reporting, both of an internal (management) and
external (statutory and financial statement reporting) nature.

Audit has primarily focused on the annual external reporting requirements of DAIS to produce quality statutory
financial statements. Audit has noted progressive improvement over recent financial reporting periods with
respect to the efficiency of preparation by DAIS of the annual statutory financial statements.

Asset and Liability Management

This component of the FMF covers the efficient and effective management of assets and liabilities through
establishment of best practice management policies and systems.

The audit for the year identified examples of non compliance with some principles in relation to asset
management. These matters are the subject of further comment later on in this section of the Report.
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Transaction Processing

This element of the FMF focuses on transaction processing in relation to the expenditure and revenue business
cycles. As in the past, Audit's approach to the review of the business cycles (eg accounts payable and revenue
systems etc) has addressed the majority of typical/traditional control matters relating to these cycles. Where
appropriate, Audit has forwarded during the year, separate Audit Management letters outlining the scope and
findings arising from the reviews of the various business transaction cycles. The Department has responded to
these letters in a satisfactory manner.

Control

This component of the FMF is both integral to the FMF and to the annual opinion assessment of the Auditor-
General on the reasonableness of controls exercised by DAIS in the conduct of its financial affairs. The following
provides comments in respect of some important aspects associated with the control component of the FMF.

Risk Management

The implementation of the FMF from 1 July 1998 meant that a structured risk management practice is now
formalised as an integral part of an overall effective agency management and control process.

In relation to DAIS, developments have proceeded over several years that align with certain requirements for risk
management practice under the FMF. These developments have included the formulation of a Risk
Management Policy, appointment of a Principal Adviser Risk Management and Audit Services, and the
completion of a Risk Management Scoping Study.

As part of the annual strategic planning cycle, individual business units are required to undertake a risk analysis.
The main output from this analysis is a list of the main risks to be addressed in each respective business unit's
strategic plan and the establishment of strategies to manage these risks.

The 2000-01 Report noted that the Department intended to engage a consultant with respect to an assessment
of the Department’s strategic risk exposures. This risk assessment was to be aimed at clearly identifying and
categorising strategic risks of the Department, identifying existing departmental wide risk mitigation strategies
and recommending other possible risk mitigation strategies. This exercise was conducted in 2001-02 and
involved the input of executives from across the Department. The resulting report identified risks and associated
mitigation strategies. The Department prepared a management response to each of the matters identified in the
report including an analysis of existing and/or proposed risk mitigation strategies.

Last year's Report also considered the importance of the development of an overall departmental risk
management plan and process that clearly identifies the risk management strategies established and provides for
an effective reporting and monitoring framework. Notwithstanding the department wide review of strategic risk
exposures, as mentioned, the Department has not documented an organisation wide risk management plan.
Audit reiterates that documentation reflecting an overarching risk management plan is a critical element in the
establishment of a risk management process. More specifically, the consolidation of existing documentation and
reporting processes into on overall organisational risk management document requires attention during 2002-03.

Monitoring and Reporting

The FMF requires agencies of government to implement a mechanism for monitoring and reporting on the
effectiveness of the internal controls of the agency and the manner in which the controls support the agency’'s
overall objectives. The FMF suggests the important roles that an Audit Committee and internal audit activity can
play in the area of monitoring and reporting.

DAIS has in operation elements consistent with these important requirements of the FMF. The Department has
an Audit and Risk Management Advisory Committee supported by senior risk management and internal audit
resource expertise. During the year internal reviews of a risk and control related nature were conducted and
reported on to the Audit and Risk Management Advisory Committee.

Control Environment

The FMF also emphasises the importance of establishing and maintaining an effective control environment by,
among other things, documenting and distributing policies and procedures covering all major activities.
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The requirement to have in place up to date key policies and procedures has again been raised in a number of
Audit Management letters issued during the year in connection with audit reviews undertaken of various activities
of DAIS.

In prior years, Audit has commented that DAIS may need to undertake some form of project review to establish
the status concerning the completeness and adequacy of policy and procedural documentation and to determine
priority areas for upgrade (where applicable) and timeframes for completion of upgrades.

In June 2001 DAIS established a project group to facilitate, coordinate and monitor the progressive
implementation of the FMF across DAIS in a consistent and systematic manner

Audit review during 2001-02 revealed that the project group had conducted an evaluation of the application of the
FMF across each of the Department’s business units. The evaluation required a management self assessment
of each business unit's application of the mandatory elements of the FMF. The results of the evaluation were
documented detailing analysis of compliance for management review. In 2002-03 the group propose to develop
generic department wide policies. These policies are to be included in a framework for the development and
maintenance of financial management policies and procedures, implementation of systems and processes and
aspects relating to ongoing monitoring and review. A review of the progress of the group will form part of the
audit in 2002-03.

General Control Environment

The audit work undertaken and the resultant audit findings reflected the diverse nature of the activities
undertaken by the Department and associated financial operation arrangements.

Issues of an internal control nature arising from the audit process, where applicable, were conveyed in Audit
correspondence to appropriate management staff of the functional areas of the Department and responses
advising action taken have been received or are in the process of consideration by the Department. Some
matters relating to internal control are further commented on below.

Asset Management

The Department manages a significant and diverse range of fixed assets. This necessitates the use of a number
of fixed asset registers maintained by the respective business and operating units of the Department. The audit
for the year identified examples of nhon compliance with some important control principles in relation to fixed asset
management. These matters included instances of inadequate maintenance of asset registers and lack of
formalised asset recognition and depreciation policies. In this regard audit raised matters relating to the following
classifications of fixed assets:

. The Government’'s portfolio of commercial, heritage and industrial land and buildings as maintained by
Real Estate Management business unit. Matters raised with the Department in August 2002 included
issues relating to the need to document process regarding asset register maintenance and to regularly
perform updates of asset register details. The Department is in the process of considering these issues.

. The Department’s corporate fixed asset register as maintained by the Business Services unit. Matters
raised with the Department in April 2002 included issues regarding system access controls, timely update
of the register and delays in the reconciliation of the register to the general ledger. The Department has
acknowledged these issues and have implemented, or are in the process of implementing controls to
address them.

. The Government Radio Network infrastructure assets as maintained by the Government ICS business
unit. Matters raised with the Department in August 2002 included issues regarding asset
recognition/depreciation policy and delays in update and maintenance of the financial asset register. The
Department has responded satisfactorily to these issues.

During the year end review process Audit noted that issues with regard to asset register maintenance and
reconciliations to the general ledger had been adequately resolved in time for annual reporting requirements.

Management and Financial Accounting Systems - Key Reconciliation Processes

The varied nature of the activities and associated financial operation arrangements undertaken within the
Department requires the use of numerous systems to generate and maintain financial information. For financial
management and reporting purposes the Department consolidates this information into a Corporate Financial
Ledger. Consequently there are a number of automated and manual transfers of data between major and minor
systems.
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In this regard audit of the various functional areas of the Department included ensuring processes and controls
were at a level which provided assurance as to the integrity of the transfer of financial data between systems.
The reviews noted instances where:

. data transfer confirmation processes (such as reconciliations) were not undertaken;
. significant delays in data transfer confirmation processes were experienced;
. management monitoring of the control processes were not evident.

These matters have been communicated to the Department and responded to in a satisfactory manner.
Government Information and Communication Services (Government ICS)
Audit review of the financial operations of Government ICS in 2001-02 focused on expenditure and revenue

raising in relation to information technology and telecommunications functions. The audit revealed that there was
scope to improve controls over the following areas:

. The dependability of data used to generate revenue.

. Ensuring expenditure corresponds with usage details.

. Management overview of expenditure and revenue items.

. Adoption by the Public Sector of a telecommunication billing enquiry tool.

These matters were communicated to the Department in August 2002 and satisfactory responses received.
Outsourcing of Warehouse Operations
Prior Year’'s Audit Recap

In the previous two year's Reports comment has been included on some salient matters associated with
outsourced provision of warehousing and logistic services including certain aspects of the contractual
arrangements. Comments covered issues relating to contractual arrangements, stock management control and
information systems arrangements. Audit considered that these issues needed to be resolved as a matter of
priority, particularly as the warehousing arrangements involve private sector participation.

The Contracts original term of two years was extended by a further one year in October 2001. As part of the one
year extension a letter of variation was executed principally to provide for resolution of certain aspects of the
original agreement.

Audit Review - 2001-02

Aspects of the 2001-02 audit focussed on obtaining an up-to-date status of issues in relation to the outsourced
arrangements including contract variations executed. While the Department has managed and addressed
various aspects of the warehousing contract reported in prior years the follow up audit identified certain matters
which remain risks to the Department and warranted attention. These matters are discussed below.

Establishment of Benchmarks to Control Costs

The cost to the State of the provision of warehousing logistic services by the Contractor involves a management
fee plus reimbursement of operational costs for services provision. The contract provides for the operational
costs component to be determinable through establishment of benchmarks agreed between the State and the
Contractor. As the contract relied upon a relationship between the established ‘benchmarks’ and the payment of
operational costs Audit suggested that the Department and the Contractor agree to reasonable and defensible
benchmarks.

In last year's Report it was communicated that the process of managing reimbursement of service provision
costs, including a proper process of establishing and agreeing on benchmarks was inadequate, and had led to a
dispute over the extent of contract expenditure recoverable from the Contractor. Audit's review revealed that the
dispute regarding the payment of operational costs has since been resolved and all outstanding monies settled.

As mentioned a letter of variation was executed at the time of the one year extension agreement. The letter,
among other things, provided for changes in the payment of operational costs and benchmarking of costs based
on a percentage of turnover. A review of these changes to the contract revealed that benchmarks and their
relationship with operational costs are not reasonably defined in the contract or variations thereto. As a
consequence difficulty in the interpretation of key financial clauses within the contract still remain.

10
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Contract Conditions

In last year's Report it was noted that in addition to contract non-compliance regarding determination and
agreement on benchmarks, other contract provisions were not being followed. These included matters related to
the costs estimation and payment processes and establishment of a Contracts Operations Team and a Contract
Management Committee. In 2001-02 the Department has satisfactorily addressed the cost estimation and
payment process through an agreed variation to contract conditions. The Contract Operations Team did not
meet regularly as required by provisions of the Contract. However, Audit noted that during the year the Contract
Management Committee met regularly and the Department had instituted regular meetings with the Contractor to
perform the function of the Contract Operations Team.

Contract Renewal

As discussed the Contact provided for an initial term of two years plus a one year extension. The Contract
extension expired on 31 August 2002. The Department sought a further extension of the Contract while
consideration is given to the future direction in relation to the provision of warehousing and logistic operations.
Audit noted that the responsible Minister has approved an extension of the Contract by a period of up to six
months (effective 1 September 2002).

Stock Management

Audit considers that a significant risk associated with the outsourced warehousing agreement is the process of
adjustment of stock levels and related information. It is therefore essential that management at Contract
Services review all such adjustments to the stock levels on the system.

Last year's Report made comment as to the need for enhancements with respect to review of stock quantity
adjustments, stock levels and stock price adjustments. During 2001-02 the Department has implemented
processes which have satisfactorily increased control over the latter two areas of concern. With respect to the
Department’s review of stock adjustments made by the Contractor, an audit review in 2001-02 noted a delay in
the performance of complete analysis and cost allocation. During the year the Department had performed an
assessment of stock adjustments and advised the Contractor of the costs of stock related losses for recovery.

DAIS have indicated that their present review of the existing contractual arrangements will ensure that all
outstanding matters are resolved prior to determining new arrangements. Audit review of the position regarding
recovery status will form part of the audit in 2002-03.

Contractor’s Computing Environment and System

During the year, Audit undertook a review of the Berger inventory management system and control aspects of the
computer processing operations of the Contractor. Audit’s review entailed examination of the following matters:

. DAIS Security Policy and supporting procedures, including a general review of contract arrangements
between DAIS Contract Services and the Contractor.

. Security control arrangements of the inventory system, including database security controls.
. Network security controls.
. Controls supporting the operating systems security and configuration.

A number of important areas were identified that were considered in need of management attention to effect
required control improvements and these were discussed and communicated to the Department in August 2002.
The Department at the time of preparation of this Report has advised Audit that the matters identified are in the
process of being fully considered prior to forwarding a detailed response.

Land Services Group - Land Ownership and Tenure System - Management Arrangements
Previous Reports have made comment concerning resolution of management issues pertaining to the future
management and funding arrangements of the Land Ownership and Tenure System (LOTS). These issues have

in recent years been the subject of discussion between DAIS and the Department for Environment and Heritage
(DEH).

11
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During this year Audit has again communicated with the departments seeking clarification regarding a number of
outstanding issues. Audit has been advised that an inter-agency working party was established to finalise
outstanding arrangements and all business operations are covered by formal management arrangements over
the next twelves months. In addition, the inter-agency working party will examine the functional alignment of
land administration information systems and land management information systems between the two agencies.

Real Estate Management

The Real Estate Management Business Unit is responsible for managing the Government’s portfolio of owned
and leased office accommodation and housing assets and comprises the Residential and Commercial Properties
Divisions.

Audit review of this area during the last two years identified that a number of important reconciliation control
procedures were not being performed.

Audit review during 2001-02 revealed that the Department had implemented appropriate reconciliation processes
with regard to a number of the matters raised in past years. Notwithstanding this, the year end audit process
noted an adequate reconciliation process had not been performed between the Business Unit's ledger and the
Departments Corporate Ledger. The lack of regular performance of such critical reconciliations continue to raise
concerns regarding the integrity of system operation, particularly the reliability of system produced financial data.

As a result, Audit has undertaken alternative verification procedures to enable account balance confirmation for
DAIS financial statement purposes. DAIS has indicated that reconciliation issues are to be addressed through
systems upgrade to be completed in 2003.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the Department for
Administrative and Information Services included an assessment of the controls exercised in relation to the
receipt, expenditure and investment of money, the acquisition and disposal of property and the incurring of
liabilities. The assessment also considered whether those controls were consistent with the prescribed elements
of the Financial Management Framework as required by Treasurer’s Instruction 2 ‘Financial Management
Policies’.

Audit formed the opinion that the controls exercised by the Department for Administrative and Information
Services in relation to the receipt, expenditure and investment of money; the acquisition and disposal of property;
and the incurring of liabilities, except for the matters outlined under ‘Audit Findings and Comments’, were
sufficient to provide reasonable assurance that the financial transactions of the organisation were conducted
properly and in accordance with law.

INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS
Statement of Financial Performance
Operating Result

The Department recorded a profit from ordinary activities before restructuring and tax of $55.1 million compared
to $69.9 million in the previous year. The reduced profit result reflects the separation from the Department of the
ForestrySA business unit which was corporatised as a separate legal and reporting entity as from January 2001
(in the 2000-01 financial year). The ForestrySA business unit contributed $ 16.3 million to the 2000-01 profit of
DAIS.

Notwithstanding the effect of corporatisation of ForestrySA in 2000-01, areas of reduced profit or increased loss
experience were recorded in Government ICS, Fleet SA and Business and Corporate Services. The results of
these three business units was effectively offset by increased profit performance in Land Services and the
recognition of the Office for Recreation, Sport and Racing for the first time in 2001-02.

Note 34 to the financial statements provides operating performance information in relation to the business and
operating units of the Department. The results of the Office for Recreation Sport and Racing and the Division of
State Aboriginal Affairs only includes operations since 4 December 2001, as prior to this date the results have
been consolidated into the Department for Environment and Heritage and the Department for Transport, Urban
Planning and the Arts respectively.

12
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The results for the Office of Government Enterprises only includes operations for the period 1 July 2001 to
3 December 2001, as after this date the Office has been consolidated into the results of the Department of
Treasury and Finance.

Net Revenues from Restructure of Administrative Arrangements

Revenues as a result of Government restructures of the Department’s administrative arrangements amounted to
$64.5 million. These revenues principally comprise net amounts transferred for the Offices for Recreation, Sport
and Racing of $60.8 million and the Division for State Aboriginal Affairs of $3.7 million. Refer to Note 4(c) to the
Department’s Financial Statements.

Contributions to Profits

The following graph provides a summary of the contribution to the profit by the major business and operating
units of the Department. Business and Corporate Services has been excluded from this analysis as a large
portion of their costs are recovered through re-charges to the other business units.
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Statement of Financial Position
Assets

Assets under the control of the Department amounted to $846 million at 30 June 2002 compared to $760 million
in the previous year. The increase in assets primarily relates to the following events:

. Transfer of net assets to the Department with respect to the Office for Recreation, Sport and Racing and
the Division of State Aboriginal Affairs. The more significant assets as at 30 June 2002 in relation to this
transfer include Recreation, Sporting and Stadia Infrastructure amounting to $50 million and cash
balances amounting to $20.6 million.

. Land and Buildings with respect to Commercial, Industrial, Heritage and Residential properties were
revalued during the year amounting to a net revaluation increment of $43.6 million.

. The continued construction of the Government Radio Network resulted in additional assets of
$24.2 million.

Note 21 to the financial statements provides detail as to the movement during the year in the carrying amount of
fixed assets under the control of the entity.
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The following chart provides a summary of the major asset categories to the total assets of the Department as at
30 June 2002.
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Motor Vehicle Fleet Finance Lease

The Government entered into a sale and leaseback facility managed by the Commonwealth Bank of Australia on
9 May 1996. On that date the Government sold all existing vehicles to a company for $175.8 million. The book
value of the vehicles at the time was $169.9 million. The facility is set up on a perpetual basis with both parties
having the option to terminate the agreement from year eight onwards. Once notice has been given that the
facility is to be terminated the agreement has a ‘wind down’ period of seven years. The Department is
responsible for the management of the motor vehicle lease arrangements.

Whilst Audit agreed with the Department that the lease facility was a finance lease as defined by Australian
Accounting Standard AAS 17 ‘Accounting for Leases’, there was a divergence of opinion on the interpretation of
a number of key definitions in the Standard. The matters on which there was a divergence of opinion were fully
explained in Part B of the 1995-96 Report of the Auditor-General to Parliament. In summary, the Department
considered that the underlying asset is not the individual vehicles used by government agencies but a ‘pool’ of
vehicles which is available for use and that a component of the residual value on the vehicles is not guaranteed
by the Government. Audit, however, considered that there are separate ‘lease agreements’ in place for each
vehicle and that the Government, under the lease facility, guarantees the full residual value of the vehicles.

As the difference in interpretations resulted in a material difference to the amounts disclosed in the Department’s
financial statements, Audit has issued a qualification since the inception of the lease facility in 1995-96 in respect
of the following asset and liabilities:

Assets

Motor vehicles under finance lease.

Liabilities

Current borrowings - finance lease on motor vehicles.

Non-current borrowings - finance lease on motor vehicles.

Other current liabilities - deferred profit on sale and leaseback of motor vehicles.

The Department for Administrative and Information Services (DAIS) has maintained, in respect of this year’s

financial statements, the reporting treatment adopted in respect of last year’'s financial statements. As such,
Audit has again included a qualification in the Independent Audit Report for the year ended 30 June 2002 in
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respect of the aforementioned financial statement disclosure items. In Audit’s view had there been compliance
with the requirements of the Standard, assets of DAIS would increase by $92 million and liabilities would increase
by $85 million.

2002 World Congress on Information Technology

In October 2000 the Minister for Information Economy signed an agreement with the Australian Information
Industry Association Limited to, in partnership, stage the 2002 World Congress on Information Technology (the
Congress) in Adelaide. The agreement outlines the organisation, staging and management requirements
associated with the Congress, including:

. establishment of an Executive Committee to manage the staging of the Congress;
. establishment of a Secretariat to carry out certain prescribed functions;

. appointment of a Chief Executive Officer;

. independent external audit of the Congress accounts.

Under the Agreement the Minister undertook to provide funding of $1.3 million to support the planning and
staging of the Congress. The Agreement also provides for the distribution of any surplus in accordance with
specified percentages and the preparation of audited annual financial statements.

The Congress was held in Adelaide between 27 February and 1 March 2002 and the unaudited results of its
operations are disclosed as an administered item in the financial statements of the Department. Refer Notes
3.10 and 35 to the financial statements of DAIS herein.

At 30 June 2002 the financial statements of the Congress were progressing to finalisation to enable the external
audit of the accounts and the financial statements to be completed.

EXTRACT FROM INDEPENDENT AUDIT REPORT
Qualification
Light Motor Vehicles

Note 2.11 to the Financial Statements sets out the accounting policy with respect to the sale and
leaseback of motor vehicles previously owned by the Department. In my opinion the approach
adopted by the Department is not consistent with the principles of Australian Accounting
Standard AAS 17 ‘Accounting for Leases’, and in the absence of a superior standard does not
appropriately reflect the value of the underlying assets and liability of the transaction. Financial
statement balances affected are:

Assets
Motor Vehicles under finance lease.
Liabilities

Current borrowings — Finance lease on motor vehicles.
Non-current borrowings — Finance lease on motor vehicles.
Other Current liabilities — Deferred profit on sale and leaseback of motor vehicles.

In my opinion, had the standard been properly adopted assets would increase by $92 million and
liabilities would increase by $85 million.

Qualified Audit Opinion

In my opinion, except for the effects on the financial report of the matters referred to in the
qualification paragraphs, the financial report presents fairly in accordance with the Treasurer's
Instructions promulgated under the provisions of the Public Finance and Audit Act 1987,
applicable Accounting Standards and other mandatory professional reporting requirements in
Australia, the financial position of the Department for Administrative and Information Services as
at 30 June 2002, its financial performance and its cash flows for the year then ended.
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FURTHER COMMENTARY ON OPERATIONS
Information Technology Management and Initiatives

The Department has responsibility for the planning and coordination activity associated with the whole-of-
government direction in regard to Information Technology. In relation to the review of management
arrangements and developments associated with Government IT initiatives, Audit's observations on aspects of
certain key initiatives subject to review during 2001-02 are commented on below.

IT Infrastructure Contract Management

Last year's Report made specific comment in respect to two important matters concerning management of the
EDS Infrastructure contract, notably reviews undertaken by DAIS with respect to the EDS Mainframe Billing
System, and a Market Price Review.

The following commentary provides an update status of developments pertaining to those reviews.
EDS Mainframe Billing System Review

This review gave rise to certain issues that prevented a firm conclusion being reached regarding the Mainframe
billing calculations performed by EDS.

Since the review, DAIS has advised an approach to reviewing Mainframe system billing and the approach is to be
examined by Audit in 2002-03.

Market Price Review

This review assessed the prices charged by EDS for the Mainframe and Wide Area Network segments of agency
services in consideration of market price availability.

DAIS expects the next Market Price Review process for Mainframe, Midrange, Wide and Local Area Network
Services to be completed by mid 2003.

Economic Development Reporting

At the time of preparation of this Report, DAIS advised Audit that the latest EDSCAR Report had been assessed
by DAIS and the Department of Industry and Trade and was considered acceptable. That report is yet to be
reviewed by Audit.

DAIS Management and Review Activities

During the year, DAIS maintained its focus on aspects of the Market Price Review process, the Mainframe Billing
process, and revision of the agency contract management manual used to facilitate agency management of the
arrangements in place with EDS.

Review of Selected EDS Glenside IPC Managed Environments

EDS is principally responsible for the processing of public sector financial and operational systems, including
certain mandated whole-of-government financial systems under contracted arrangements with the State
Government. EDS operational controls are of primary importance in ensuring that Government systems are
secure when resident on EDS’s infrastructure.

To enable Audit to form an opinion on the adequacy of the controls within EDS’s managed environments,
focused reviews of selected aspects of EDS operations have been undertaken since introduction of the IT
Infrastructure outsourcing arrangements with the Government.

Audit undertook a review of certain EDS Glenside managed computer processing environments during 2002.
The environments reviewed essentially related to the Justice agencies mainframe operations environment, and
the Unix environment for the Department of Human Services. Other areas addressed related to gaining an
understanding of the security controls pertaining to a number of agencies specific computer processing
environments at the EDS Glenside IPC
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Specifically, Audit’s review addressed three principal areas as follows:

. the security of the Justice portfolio computer processing environments SYS C and SYS J with a focus on
the Attorney General's Department, Department for Correctional Services, Courts Administration
Authority and South Australian Police Department (Justice Agencies);

. the security of the Department of Human Services (DHS) EDS managed Unix computer processing
environments and the communications network used for the processing of the OACIS system, and

. gathering of certain information and broad consideration and documentation of the control arrangements
for the computer processing environments of a number of other agencies managed by EDS at the EDS
Glenside site.

At the time of preparation of this Report the review had not been finalised. Outcomes from the review and action
taken will be included in a subsequent Report to Parliament.

StateNet Communications Network

With respect to the State Government Wide Area Network (StateNet), last year's Report identified significant
weaknesses in a number of important management, design and security matters associated with StateNet.
Those matters were of a policy and ownership, network gateway design and management, and network
operation nature. At that time, DAIS indicated certain actions being taken to address the matters raised.

DAIS has since progressed action to improve a number of aspects of StateNet operations.

EDS, as requested by DAIS, have completed two vulnerability assessment scans of the StateNet network
operation. Those scans revealed vulnerabilities which were subsequently being addressed by DAIS.

Another important action taken was the finalisation in June 2002 of planning for an upgrade of StateNet central
Internet gateway security and accessibility, through a number of discrete components. The upgrade is estimated
to cost in the vicinity of $1 million and represents vital protection for all agencies using StateNet.

DAIS expect that the upgrade will provide an auditable, scalable, secure and reliable environment to support
Government corporate requirements and provide for future growth in agency Internet services.

Business Resumption Planning

Last year's Report noted that DAIS had requested EDS to provide a price for a whole-of-government mainframe
disaster recovery test. The continuity of operations of key government financial systems is highly dependent on
the ability to successfully recover mainframe operations.

This matter still remains under consideration by DAIS.

Government Radio Network Contract

The South Australian Government Radio Network (SA-GRN) comprises voice, paging and mobile data.
Implementation of the project is scheduled for completion in October 2002.

Last year's Report commented on some aspects of the project development, including the concept design
deliverable and retention of contract payments, and a proposed Deed of Amendment to the GRN contract.
During the latter part of the year Audit obtained an update on these matters.

Concept Design Deliverable and Retention of Contract Payments
The Concept Design document is a fundamental component in completion of the SA-GRN. Last year an amount
of $500 000 was withheld pending completion of that component. DAIS advised Audit that this component has

been substantially completed. Audit in early 2002-03 will review the completion status and finalisation of
payments.
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Deed of Amendment to the GRN Contract

Last year it was agreed that the Government Radio Network would operate under a Deed of Amendment as of
1 July 2001 to reflect agreed altered practices and redefinition of certain aspects of the scope of the contract.
However, the Deed had not been finalised at that time.

The Deed of Amendment was finalised in January 2002.
Automated Torrens Land Administration System (ATLAS)

ATLAS is a redevelopment of the Land Ownership and Tenure System (LOTS) which commenced in late 1999
with envisaged completion in four years. The ATLAS project’s objectives are, at a whole-of-government level, to
deliver electronic land administration to South Australia, and to transform the processes and service delivery of
the Land Services Group within DAIS.

Last year's Report commented on the status of arrangements and development with regard to governance,
funding approvals and the staged approach for the project. Late this year, Audit obtained some understanding of
the status and certain information with respect to developments concerning the ATLAS project.

The following summarises Audit’'s understanding of the status of arrangements and developments for the project.
. stage 1 of the project involved key electronic service delivery re-engineering projects and business

process re-engineering matters. DAIS advised Audit that Stage 1, originally targeted for conclusion in
December 2001, is scheduled to be completed towards the end of 2002;

. a business case and Cabinet Submission for Stage 2 of the project is expected to reach finalisation in
late 2002;
. three projects for Electronic Land Dealings, Valuation Quality Program and Information Technology

Planning, part of Stage 2 of the project, were in early stages of planning or execution.

As commented last year, this is a major project of Government. Delays have been incurred in the project with the
third and final stage now expected to be completed in 2006. It is important that effective risk management
techniques are used to mitigate any detrimental impact on land administration services from delays in meeting
staged implementation timeframes of the project.

Government HRMS Payroll Systems

The Department for Administrative and Information Services (DAIS), acting as the lead agency for the Concept
sector agencies (now known as the Shared HRMS sector), is responsible for managing the contract and the
project implementation of a new Human Resource Management Service (HRMS) on behalf of a number of
participating agencies of government. The Government has contracted a private sector IT service provider to
implement the Complete Human Resource Information System (CHRIS) and provide a bureau service for
ongoing payroll and human resource information processing.

Audit has been monitoring the progress of this strategically important project which involve the management of
payroll and personnel functions for many thousands of government employees. In particular, Audit has sought to
determine the reliance of controls over the computer processing environment, managed by the private sector IT
service provider bureau service.

As a part of its due diligence process, DAIS has initiated a security audit of the bureau service computer
processing environment to be undertaken by an external consultancy.

During 2002-03, Audit will review the outcome of the security audit of the bureau service operations and action
taken by DAIS in response. Commentary regarding the implementation of the CHRIS HRMS payroll system,
including outcomes and any appropriate action taken as a result of the Security Audit will be included in a
subsequent Report to Parliament.
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South Australian Government Light Vehicle Fleet - Sale and Leaseback Arrangement

In previous Reports comment has been included in relation to the abovementioned facility arrangement. Earlier
comment in this section of this Report provides background information to the facility arrangement and discusses
it's financial reporting treatment. The main benefit from entering into the facility was the anticipated achievement
of a lower cost of funding the Government'’s vehicle fleet.

Audit comments in past Reports have communicated the importance of exercising proper management over the
ongoing arrangements due to the long term nature of the lease facility and its expected benefits over the
extended period of time. This required an ongoing analysis of the elements affecting motor vehicle lease rate
calculations to enable a proper assessment of the potential impact on the cost of the leaseback facility to the
Government and ultimately expected benefits to be derived. The elements requiring consideration include
changes in residual values of vehicles; changes in taxation law; and the number of replacement vehicle leases.

In the latter part of 1999-2000 the Department of Treasury and Finance (DTF) initiated a review of the facility to
determine whether it remains economic, particularly in light of the changes to the taxation system. With respect
to this review DTF received in 2000-01 a report from an external finance agency, which had been engaged by
DTF to assist its review process. Last year's Report commented that DTF was evaluating a range of options,
involving further inquiry and consideration of matters with both the authors of the report and one of the leasing
facility participants. DTF did not indicate a time for completion of the evaluation process but advised of their
intention to formulate a position to the Treasurer/Cabinet once the evaluation process is finalised.

During the year a review of the facility arrangement was completed by the South Australian Government
Financing Authority (SAFA) and a report submitted to the SAFA Advisory Body in February 2002 and the
Treasurer in March 2002. The Treasurer considered the conclusions and recommendations of the report and
approved that SAFA evaluate options of continuing or terminating the lease arrangements.

Audit follow up in August 2002 indicated that this evaluation is yet to be finalised.
Capital Works - Adelaide Convention Centre Extension

Last year's Report included comment regarding the major extension to the Adelaide Convention Centre. The
Centre opened in September 2001.

In May 1999 Cabinet approved the extension at $85 million. In October 1999 the Public Works Committee issued
its report in relation to the project recommending that the project proceed.

In August 2001 Cabinet approved a submission from the then Minister for Tourism and the former Premier.
Cabinet approved additional appropriation of up to $7.4 milion and expenditure approval up to a limit of
$92.4 million in relation to the project. Cabinet was advised in the submission that a formal recommendation
regarding final project funding and expenditure would be submitted to Cabinet after completion of construction
and reconciliation of all outstanding contractor and consultant claims.

A final submission on project funding and expenditure has not yet been finalised for submission to Cabinet.
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Statement of Financial Performance for the year ended 30 June 2002

2002 2001
Note $'000 $'000
REVENUE FROM ORDINARY ACTIVITIES: 34
Sales 339 241 384 827
Fees for regulatory services 77 065 61618
Whole-of-Government contracts 85 432 84 871
Appropriation for operating purposes 126 895 92 736
Grants 221 5521 260
Other revenue 4(b) 18 658 15 029
Total Revenue 652 812 639 341
EXPENSES FROM ORDINARY ACTIVITIES: 34
Cost of sales 4(a) 238 953 270 273
Whole-of-Government contracts 87 781 91 608
Employee expenses 2.3 103 378 81 298
Grant Payments 221 14 564 1466
Administration 4(a) 93 087 70 954
Depreciation/Amortisation charges 35 896 30 108
Other expenses from ordinary activities 4(a) 15 850 13 787
Total Expenses 589 509 559 494
Borrowing costs 8 195 9974
PROFIT FROM ORDINARY ACTIVITIES BEFORE RESTRUCTURING 55108 69 873
NET REVENUE (EXPENSE) FROM RESTRUCTURING 4(c) 64 533 (770 888)
PROFIT (LOSS) FROM ORDINARY ACTIVITIES BEFORE INCOME TAX EXPENSE 119 641 (701 015)
INCOME TAX EXPENSE RELATING TO ORDINARY ACTIVITIES 2.15 (835) 7 555
NET PROFIT (LOSS) AFTER TAX AND RESTRUCTURE 120 476 (708 570)
Increase in asset revaluation reserve arising on revaluation of non-current assets 41 810 3463
TOTAL REVENUE, EXPENSE AND VALUATION ADJUSTMENTS RECOGNISED
DIRECTLY IN EQUITY 41 810 3463
TOTAL CHANGES IN EQUITY OTHER THAN THOSE RESULTING FROM
TRANSACTIONS WITH THE STATE GOVERNMENT AS OWNER 162 286 (705 107)
Statement of Financial Position as at 30 June 2002
2002 2001
CURRENT ASSETS: Note $'000 $'000
Cash 12 198 423 204 104
Receivables 13 56 124 82 105
Inventories 11 6 464 8 755
Accrued revenue 14 26 793 24 596
Other 15 12 631 8112
Total Current Assets 300 435 327 672
NON-CURRENT ASSETS:
Land, buildings and fitouts 16,21 350 427 250 608
Assets under finance lease 17 80 889 92 318
Plant and equipment 18,21 17 555 16 406
Motor vehicles 20,21 6273 -
Government radio network 2.8,19,21 81594 65 253
Receivables 2.19,13 1001 -
Other 22 7799 7799
Total Non-Current Assets 545 538 432 384
Total Assets 845 973 760 056
CURRENT LIABILITIES:
Creditors and accrued expenses 23 57 129 94 929
Borrowings 24 12 157 10 881
Provisions 25 2207 16 074
Employee entitlements 26 10 465 8 153
Other 27 13 976 29534
Total Current Liabilities 95 934 159 571
NON-CURRENT LIABILITIES:
Borrowings 24 168 274 182 346
Provisions 25 549 1293
Employee entitlements 26 26 442 25 662
Total Non-Current Liabilities 195 265 209 301
Total Liabilities 291 199 368 872
NET ASSETS 554 774 391 184
EQUITY:
Reserves 28 120 227 80 663
Capital funds 29 204 088 166 249
Retained profits 6 230 459 144 272
TOTAL EQUITY 554 774 391 184
Commitments and Contingent Obligations 2.8,2.20,30,31,37
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Statement of Cash Flows for the year ended 30 June 2002

2002 2001
Inflows Inflows
CASH FLOWS FROM OPERATING ACTIVITIES: (Outflows)  (Outflows)
INFLOWS: Note $'000 $'000
Receipts from customers 523 253 634 363
Receipts from appropriation/Department of the Premier and Cabinet 126 894 93 277
Interest receipts 13 476 14 822
Receipts from taxation authority 21524 6292
Departmental restructuring 16 469 -
GST received 60 927 59 943
762 543 808 697
OUTFLOWS:
Payments to suppliers and employees (565 350) (521 919)
Finance lease interest payments (8 388) (8 959)
Income tax payments (3122) (9 878)
GST paid (77 123) (59 764)
Payments to taxation authority (825) (5 946)
Departmental restructuring (226) (23 696)
Interest payments (8 648) (9 863)
(663 682) (640 025)
Construction works - Reimbursements 124 299 159 292
- Less: Payments 113 413 150 786
10 886 8 506
(652 796) (631 519)
Net Cash provided by Operating Activities 32(b) 109 747 177 178
CASH FLOWS FROM INVESTING ACTIVITIES:
INFLOWS:
Proceeds from the sale of plant, equipment and motor vehicles 10 229
Proceeds from the sale of land, buildings and fitouts 7 444 4740
7 454 4969
OUTFLOWS:
Purchase of plant, equipment and motor vehicles (53 249) (30 556)
Purchase of land, buildings and fitouts (21 939) (10 872)
(75 188) (41 428)
Net Cash used in Investing Activities (67 734) (36 459)
CASH FLOWS FROM FINANCING ACTIVITIES:
INFLOWS:
Increase in prepayment of motor vehicle fleet operating expenses - 1222
Increase in capital funds 37 839 23 554
37 839 24 776
OUTFLOWS:
Repayment of long-term borrowings (3509) (2 899)
Decrease in prepayment of motor vehicle fleet operating expenses (21 342) -
Decrease in lease liability (11 145) (9 981)
Dividends paid (49 537) (55 636)
(85 533) (68 516)
Net Cash used in Financing Activities (47 694) (43 740)
NET (DECREASE) INCREASE IN CASH HELD (5681) 96 979
CASH AT 1JULY 204 104 107 125
CASH AT 30 JUNE 32(a) 198 423 204 104
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
1. Role of the Department

The Department for Administrative and Information Services (DAIS) is an agency that undertakes a broad range of functional
responsibilities on behalf of the Government of South Australia. It plays a significant leadership role by providing community and
specialist government services, quality infrastructure, information provision and policy advice. These activities support the creation
of sustainable economic and social value for the Government and community. To achieve this DAIS will focus on delivering quality
services to community and Government stakeholders by pursuing the following strategic challenges;

. positioning DAIS as a recognised strategic partner and service provider

. collaborating with, and being accessible to, community, customers and stakeholders

. applying innovative technologies and leading business practices

. developing whole of government services and strategies to achieve economies of scale
. achieving the best utilisation of government assets

. adopting transparent and accountable management and information practices.

The Department provides direct support to the Minister for Administrative Services, the Minister for Industrial Relations, the Minister
for Recreation, Sport and Racing, the Minister for Aboriginal Affairs and Reconciliation, and the Minister for Science and Information
Technology. In addition to the Ministers, the Department’s key stakeholders included the Government, government agencies, key
industry groups, government boards and committees and members of the public.
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1. Role of the Department (continued)
Within DAIS there is a cluster of capabilities and competencies that support the delivery of the Government's broader strategic
priorities, such as community services, project management, contract management, e-business and management of information
technology and government assets.

The functional areas of the Department are as follows:

Administered Activities Controlled Activities
Minister, Valuer-General, Senior Judge and Building Maintenance
Judges of the Industrial Relations Commission and Building Management
Employee Ombudsman salaries Business Services
Gaming machines operations deposit account Contract Services
CBA Special Deposit Account Division of State Aboriginal Affairs
State Government Auctions Fleet SA
Land Services Trust Funds Forensic Science
Major Administered Projects Government Information and Communication Services
World Congress on Information Technology 2002 Government Publishing SA
Aboriginal Advancement Works (ATSIC) Industrial Relations Court and Commission and Workers
Sport and Recreation Fund Compensation Tribunal
Recreation and Sport Fund Information Economy Policy Office

Land Services Group

Major Projects

Office for Recreation, Sport and Racing

Policy, Planning and Community Services

Real Estate Management (including SA Government
Commercial and Employee Residential Properties)

State Records

Workplace Services

The governance arrangements for the Department’'s operation include the DAIS Corporate Management Meeting Group (CMM)
comprising four senior directors and the Chief Executive who focus on high level strategic and policy issues and the DAIS
Management Group (DMG) comprising a broad cross section of departmental directors (including CMM members) who focus on
management policies and issues across the Department.

In addition, there is a Senior Executive Forum, comprising key executives and managers (including all DMG members) throughout
the Department, which focuses on the development of the Department’s strategic planning processes.

The number of full time equivalent employees at reporting date is 1 856.07 (1 647.90). Of this total, 12 (19) are full-time equivalent
employees for Administered Activities.

The principal registered office is Level 2, Wakefield House, 30 Wakefield Street, Adelaide SA 5000. Telephone number is
08 8226 5060.

2. Summary of Significant Accounting Policies
2.1 Basis of Accounting
Accounting Standards
The Financial Statements have been prepared in accordance with Statements of Accounting Concepts, applicable Urgent
Issues Group Abstracts and appropriate Australian Accounting Standards and in accordance with Treasurer’s Instructions
and Accounting Policy Statements issued pursuant to the Public Finance and Audit Act 1987.

The accounts have been prepared on the basis of historical cost and do not take into account changing money values or,
except where stated, current valuation of non-current assets. The accounting policies have been consistently applied
unless otherwise stated.

Reporting Period
The financial report has been prepared for the period 1 July 2001 to 30 June 2002.

Comparative Information

The Department has adopted the presentation and disclosure requirements of Australian Accounting Standards
AASB 1018 ‘Statement of Financial Performance’, AAS 37 ‘Financial Report Presentation and Disclosure’ and AAS 36
‘Statement of Financial Position’ in the preparation of this financial report.

The previous year's figures are provided in the Financial Statements for comparative purposes. Where applicable,
comparative figures have been adjusted to conform with any changes in presentation and classification in the current
year.

2.2 Principles of Consolidation
The financial statements consolidate the activities of all operational business units of the Department as detailed in
Note 1 as controlled activities.

All inter-business unit balances and transactions, and unrealised profits arising from inter-Department transactions have
been eliminated in full.
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Cost of Sales
The Department generates the majority of its income from services provided to other government agencies. The costs
directly incurred in generating this income are included as cost of sales. The major categories within cost of sales are:

. Contract costs

. Employee costs

. Administration costs

. Commercial property costs
. Residential property costs
. Materials.

Employee expenses not directly involved in generating sales are included in employee expenses in the body of the
Statement of Financial Performance.

Inventories

@) Work in Progress - Construction Projects
Construction work in progress is stated at cost plus profit recognised to date less progress billings. Costs
include all costs related to the professional services provided only.

Profits on construction contracts are brought to account on the percentage of completion basis, as determined
by the current engineering estimates. Where losses are foreseeable, such losses are provided in full based on
current engineering estimates.

(b) Stock on Hand - Government Supplies Warehouse
Stock on hand is valued at the lower of average cost and net realisable value.

Outstanding Contractor Reimbursement (Contractor Reimbursements in Advance)

The Department undertakes a number of capital projects on behalf of other agencies. Client agencies receive an invoice
listing all costs including the professional contractor costs incurred in completing the capital project. Contractor costs in
relation to projects managed by the Department are reimbursed by clients and are recorded as either Contractor
Reimbursements in Advance (other current liabilities) or outstanding contractor reimbursements (receivables).

Accrued Revenue
Revenue is accrued across all business units in the Department for work which has been performed but not billed as at
30 June 2002.

Non-Current Assets

Cost and Valuation

Valuation Methodology - Freehold Land, Buildings and Fitouts

Freehold land, buildings and fitouts have been brought to account at cost or valuation in accordance with Accounting
Standard AASB 1041 ‘Revaluation of Non-Current Assets’.

Recreation, Sporting and Stadia Infrastructure
Recreation, Sporting and Stadia Infrastructure have been brought to account at current cost. Current cost has been
determined on the following basis:

. All classes of physical non-current assets with fair values at the time of acquisition equal to or greater than
$1 million and estimated lives equal to or greater than three years are revalued by independent valuers at
intervals not exceeding three years using deprival value methodology. Under this method, the assets are
valued at the replacement cost of procuring assets with similar functions and which provide comparable future
service potential.

. All classes of physical non-current assets, other than land, with fair values at the time of acquisition of less than
$1 million are valued at acquisition cost or fair value. The value of the assets is reduced to reflect the portion of
economic benefits that have been consumed since the asset was acquired.

Commercial, Industrial and Heritage Properties
The valuation policy adopted in relation to property, and building plant is to revalue all owned properties on a progressive
basis over three years.

In accordance with this policy properties were revalued as at 31 December 2001.

Net market value has been adopted as the basis for recoverable amount for land and buildings. Written down market
value based upon estimated useful life has been adopted as the basis for recoverable amount for plant and equipment
revalued.

Independent valuations of land and buildings were conducted by the Valuer-General (Valuation SA), FPD Savills or by
Taylor Brooke Pty Ltd. Independent valuations of plant and equipment were conducted by Edward Rushton Australia
Pty Ltd.

Residential Properties
The valuation policy adopted in relation to property is to revalue all owned properties on an annual basis.

Asset values are determined in the following manner:
The Valuer-General estimates are used as the base valuation and then discounted by the average losses experienced
over an average of the last five years. This management valuation has been adopted to ensure the value of assets is not

stated at a balance in excess of recoverable amount. The discount rate used for the reporting period is 4.27 percent
(6.68 percent).
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2.8

Fitouts
Fitouts are valued at cost and depreciated over an average life of five years.

Valuation Methodology - Plant and Equipment
Plant and equipment is brought to account at cost less, where applicable, any accumulated depreciation.

Change in Policy

In previous years, the Department has capitalised and depreciated assets with a purchase price greater than $2 000. On
30 June 2002, this policy was changed to capitalise and depreciate assets with a cost greater than $10 000.
Consequently, assets with a cumulative book value to $4.287 million were written-off. There was no effect on
depreciation expense for the reporting period. The financial effect of this change in policy, assuming the assets were
held until the end of their estimated useful lives, is to decrease depreciation expense for the next five years as follows:
2003 - $2.029 million; 2004 - $1.438 million; 2005 - $0.808 million; 2006 - $0.009 million and 2007 - $0.003 million.

Valuation Methodology - Motor Vehicles

On 28 June 2002, the Department purchased, from AH Plant, Transport SA's passenger and light commercial fleet.
These vehicles, approximately 424, were previously leased by Transport SA from AH Plant as part of a 1997
arrangement. These vehicles have been brought to account at cost.

Valuation Methodology - Government Radio Network

Infrastructure or plant and equipment assets that have been constructed or purchased for the provision of government
radio network services are recorded at their cost of acquisition and are brought to account from the time a region is
operationally available for use and are depreciated on a straight line basis over their estimated service lives.

Disposal of Non-Current Assets

The gain or loss on disposal of all non-current assets, including revalued assets, is determined as the difference between
the carrying amount of the asset at the time of disposal and the proceeds of disposal, and is included in the operating
profit in the year of disposal. Any realised amounts within the Asset Revaluation Reserve are transferred to accumulated
surplus on disposal.

Depreciation
All non-current assets, excluding freehold land and certain categories within the library collections, are depreciated using
the straight line method over their useful lives commencing from the time the asset is held ready for use.

The following maximum years are generally used for the life of the assets: Years
Recreation, Sporting and Stadia Infrastructure
Buildings and improvements 80
Sporting equipment 10
Scientific equipment 10
Other equipment 20
Commercial, Industrial and Heritage Years
Buildings 40
Building plant:
Air conditioning 15
Transportation 20
Plant room 20
Residential Properties Years
Fitouts 5
Residential Properties 40

Plant and equipment

Computers 3
PABX 5
Office Equipment 5
Motor Vehicles 2
Government Radio Network Years
Huts 15
Towers 40
Terminal equipment 10

Information Technology Assets - Land Services

Negotiations are continuing between DAIS and the Department for Environment and Heritage (DEH) regarding
ownership, operation and associated financial management matters relating to information technology assets and data
shared with the Land Service Group. A Heads of Agreement document was signed between DAIS and DEH along with a
number of Service Level Agreements that have established the on-going management arrangements for the provision of
key services between DAIS and DEH. An inter-agency working party has been formed with senior representatives from
both Departments. Over the next twelve months this inter-agency working party will examine the functional alignment of
land administration information systems and land management information systems between the two agencies.

Government Radio Network Contract

On 29 April 1999 the South Australian Government signed a contract with Telstra Corporation Ltd to design, construct,
operate and maintain the South Australian Government Radio Network (SA-GRN) for a period of seven years with a
commencement date of 24 May 1999.
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Government Radio Network Contract (continued)

The contract is directed to the establishment of a single integrated government-owned, radio network providing voice,
and for the first time, wide area data and paging communications to support public safety and other Government
operations and includes a significant industry development program.

The SA-GRN is replacing 28 existing separate networks, giving agencies the ability to communicate with each other
effectively through a common radio network for the first time. This approach has significant financial and operational
advantages over a non-integrated network approach. Construction work will be progressively completed over five
regions:

. Greater Metropolitan Area of R1 construction completed January 2000;

. Remainder of R1 (Fleurieu Peninsula and Kangaroo Island) construction completed July 2000;

. R2 (South East) construction completed January 2001;

. R4 (Yorke Peninsula and the Mid North) substantial construction completed October 2001. (Extension of time
due to native title issue);

. R3 (Riverland) substantial construction completed March 2002 (Extension of time due to acquisition of Monash
Site);

. R5 (Eyre Peninsula and the West Coast) construction scheduled for completion December 2002.

The SA-GRN network will support approximately 45 000 users and provide vastly improved geographical coverage over
existing networks.

As at 30 June 2002 approximately 15 030 (9000) terminal units were active on the system.

South Australian Government commitments to Telstra Corporation Ltd over the life of the contract total $155.449 million.
Other commitments associated with the project’s development, over the life of the contract, total $63.544 million. An
additional provision of $28.714 million has been established for contingencies over the duration of the contract.

As from 1 July 2000 the Department commenced charging entities for utilising the SA-GRN in order to recover recurrent
project costs in accordance with agreed cost recovery principles. Entities that are partially or fully funded through the
Community Emergency Services Levy Fund also make a capital contribution to the recovery of network infrastructure
costs as the network has been dimensioned primarily to meet their needs.

Investments

The Department’s interest in companies and trusts which are not controlled are brought to account at cost. Dividends
and other distributions are recognised in the Statement of Financial Performance when receivable. During each of the
three financial years ending 1998-99 the Department paid $100 000 as an equity interest in Ngapartji Pty Ltd.

Client Monies Received in Advance

The Department enters into advance payment arrangements with specific agencies for minor and major works
undertaken by the Department on behalf of the agency. As at 30 June 2002 this liability was shown under Creditors and
Borrowings and amounted to $5.728 million ($5.728 million).

Leases

Operating Leases

For operating leases (being those where the lessor retains substantially all the risks and benefits incidental to ownership
of the leased assets), the Department has brought the lease payments to account as an expense in the Statement of
Financial Performance.

Finance Leases

. Light Motor Vehicles - Arrangement
In May 1996, the Government sold and leased back its light motor vehicle fleet through an arrangement
managed by the Commonwealth Bank of Australia for a total consideration of $195 million which included some
pre-paid operating expenditure such as fuel, registration and compulsory third party insurance. The total lease
facility is for $218 million which includes provision for an increase in new car prices and fleet running costs.
The 15 year lease facility includes a seven year wind down.

The lease has been treated as a finance lease in accordance with Australian Accounting Standard AAS 17
‘Accounting for Leases’. The value of the lease property and the matching liability has been determined as the
present value of the minimum lease payments discounted using the interest rate that equates the minimum
lease payments to the fair value of the leased assets.

Given the exposure of the lessee, the lease has been accounted for as one under which the residual value is
partially guaranteed by the lessee. Accordingly, the lease asset and liability have been valued in accordance
with AAS 17 by deducting from the fair value of the motor vehicles, which are the subject of the lease, the value
of the unguaranteed residual value which is expected to accrue to the lessor at the end of the lease term.

Any adjustments to the minimum lease payments are treated as contingent rentals and are brought to account
as either revenues or expenses in the period in which they occur consistent with the provisions of AAS 17.

The profit on the sale and leaseback transaction is amortised over the lease term of 15 years.

The Department is not subject to any interest rate risk in respect of the finance lease as the financial instrument
is held between the Treasurer and the Commonwealth Bank of Australia.
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2.12

2.13

2.14

2.15

. Light Motor Vehicles - Contingent Rentals
As mentioned, any adjustments to the vehicle minimum lease payments are treated as contingent rentals and
are reflected as revenues and expenses in the Statement of Financial Performance. The adjustments
essentially arise from periodic reviews of agreed vehicle residual values, which have a direct effect on the
calculation of the lease payments to be applied to new vehicles leased under the arrangement.

These reviews, based on past market performance, have resulted in an increase in lease payments over time.

The amount of contingent rentals brought to account in 2001-02 as an expense was $35.563 million
($28.898 million).

. Plant and Equipment
In June 1999, Forensic Science entered into a finance lease agreement with Hewlett-Packard for a Mass
Spectrometer. This is used to identify trace quantities of complex chemicals such as illicit drugs. This lease is
being accounted for in accordance with AAS 17.

Commencing July 1999, the Department has progressively taken up numerous leases with EDS for Information
Technology servers.

As at 30 June 2002, the Department had 53 separate leases that are being used by various business units as
required. These leases are being accounted for in accordance with AAS 17.

. Accommodation Leases
The Department is responsible for the finance lease in relation to Roma Mitchell House, North Terrace and
Glenside Computing facilities building. Both leases are accounted for in accordance with AAS 17.

Provision for Whole-of-Government Initiatives

The provision for whole-of-government initiatives was created for the following purposes:

. Whole-of-Government Procurement Review - Balance at 30 June 2002 $0.356 million ($0.356 million);
. Outsourcing of facilities maintenance - Balance at 30 June 2002 $1.001 million ($2.230 million)

Employee Entitlements

Provision has been made in the financial statements for the liability for employee entitlements arising from services
rendered by employees up to the reporting date. Related on-costs consequential to the employment of employees have
been included in the determination of the liability.

Annual Leave
Provision has been made for the unused component of annual leave at balance date. The provision has been calculated
at nominal amounts based on current salary rates.

Long Service Leave

As at 30 June 2002 the provision for long service leave has been determined for the Department’s employees who have
completed eight or more years of service. A separate allowance has been made for on-costs. This policy is consistent
with the requirements of Accounting Standard AASB 1028 ‘Employee Benefits’.

The current component of long service leave is determined based on departmental estimates of long service leave due to
be taken during the 12 months ending 30 June 2003.

Workers Compensation

DAIS is responsible for all Workers Compensation with an actuarial estimate of the outstanding liability as at
30 June 2002 provided by a consulting actuary through the Government Workers Rehabilitation and Compensation Office
(GWRCO).

These figures reflect an apportionment of the whole-of-government estimate of Workers Compensation liability according
to GWRCO'’s experience of claims numbers and payments over the period 1 July 1987 to 30 June 2002. A separate
valuation of the liabilities of this Department has not been undertaken.

The whole-of-government estimate can be found in a report prepared by Taylor Fry Consulting Actuaries, dated
August 2002 and submitted to the Public Sector Occupational Health and Injury Management branch (PSOHIM) of the
Department of the Premier and Cabinet.

This report conforms to WorkCover Guidelines for Actuaries, Australian Accounting Standard AAS 26 ‘Financial
Reporting of General Insurance Activities’, Accounting Guidance Release AAG 13 ‘Determination of Discount Rates for
Measuring Certain Liabilities at Present Value’ and Professional Standard PS 300 ‘Actuarial Reports and Advice on
Outstanding Claims in General Insurance’, of the Institute of Actuaries of Australia.

The allocation of workers compensation liabilities has been split into current (ie provision required to meet the liability
over the coming year) and non-current (ie provision required for later years).

Taxation Equivalents

DAIS is not required to pay Commonwealth or State taxes. However, as several business units within DAIS engage in
trading activities in competition with private sector enterprises, payments in lieu of these taxes, are made to the South
Australian Government.
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Taxation Equivalents (continued)
Taxation Equivalents are require to be paid by the following units of DAIS:

. Fleet SA

. Real Estate Management

. Building Maintenance

. SA Government Employee Residential Properties
. SA Government Commercial Properties.

In relation to Company tax equivalents the ‘Accounting Profits model’ is applied.

Under the Accounting Profits Model, income tax expense is calculated separately for each business unit by applying the
income tax rate (currently 30 percent) to the individual business unit's accounting profit for the year.

Goods and Services Tax (GST)
In accordance with the requirements of UIG Abstract 31 ‘Accounting for the Goods and Services Tax (GST)' revenue,
expenses and assets are recognised net of the amount of GST except that:

. The amount of GST incurred by the Department as a purchaser that is not recoverable from the Australian
Taxation Office is recognised as part of the cost of acquisition of an asset or as part of an item of expense;
. Receivables and payables are stated with the amount of GST included.

The net GST receivable from the Australian Taxation Office has been recognised as a receivable in the Statement of
Financial Position.

The Department prepares a Business Activity Statement on behalf of its administered entities and for clients provided
with bureau services under the grouping provisions of the GST legislation. Under these provisions, the Department is
liable for the payments and entitled to the receipt of GST. As such, the GST applicable to these entities forms part of the
Statement of Financial Position and Cash Flow Statement of the Department

Prepaid Revenue
Prepaid Revenue has been recognised by all business units for work which has been billed but not performed as at
30 June 2002.

Incentives Monies Owing

Surplus Incentive Funds Reserve

Where incentives are provided by private building owners in relation to office accommodation contracts for government
entities these monies are to be applied to refitting relevant accommodation. Once the fitout project is completed, any
unspent monies are transferred to the Surplus Incentives Funds Reserve. Funds are applied from this reserve to fund
approved fitout projects.

EDS Centre Incentives

Monies were receipted into the DAIS operating account on behalf of the Minister for Administrative Services during the
1998-99 to 2001-02 financial years for the management and administration of the design and construction of the EDS
fitout works. Approval is required from the Minister before these monies can be committed for expenditure in relation to
fitout works in the EDS Centre.

Monies receipted in relation to the management and administration of the EDS fitout works have initially been recognised
through the Statement of Financial Position as part of incentive monies owing. Monies spent during a financial year on
the management and administration of the EDS fitout works will be recognised through the Statement of Financial
Performance as income and expenditure in the financial year in which the expenditure has been incurred. The balance of
monies unspent at the end of the financial year is included in the incentive monies owing within the Statement of
Financial Position.

Financial Instruments Disclosure
The Department recognises two classes of debtors:

Trade accounts receivable being debtors from the general credit sale of goods and services.
Trade accounts receivable generally settled within 60 days are carried at amounts due.

Loan payments receivable - debtors receiving financial assistance in the form of advances and loan agreements made by
the Minister for Recreation, Sport and Racing. The terms of these agreements are contained in Deeds of Agreement
between the Minister and the borrower. The carrying amount of these receivables are considered to approximate their
net fair values.

A provision is raised for any doubtful debts based on a review of all outstanding amounts at balance date. Bad debts are
written off in the period in which they are identified and deemed irrecoverable.

Trade accounts payable, including accruals not yet billed, are recognised when the Department becomes obliged to
make future payments as a result of purchases of assets or services. These amounts are recognised inclusive of GST.
Trade accounts payable are generally settled within 30 days.

Loans are recognised when issued at the amount of the net proceeds received and carried at cost less any repayments
until the loan is settled. Loans are drawn from the Department of Treasury and Finance, and repayments are determined
in negotiation with this Department.

Interest on loans is recognised as an expense and is based on the common public sector interest rate plus a guaranteed
margin, 6.75 percent as at 30 June 2002 (8.45 percent).
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2.19

2.20

2.21

Financial Instruments Disclosure (continued)
Forward foreign exchange contracts are used to reduce the risk associated with the purchase of foreign currency
denominated goods and services.

Actual values carried in the Statement of Financial Position for all financial instruments are at fair values.
Cash at Bank is recorded at its nominal amount. Interest revenue is recorded on an accrual basis.

Major Contractual Commitments

Facilities Maintenance Contract

The Department holds two contracts with private Facility Management Contractors to undertake minor works and
maintenance on behalf of government agencies. The contracts commenced in April 1998 for a period of three years plus
two years plus two years. These contracts have been renewed for a further two years.

For both these contracts, the Department incurs expenditure on behalf of other government agencies and recovers these
costs from those agencies.

The value of these contracts annually is approximately $70 million ($60 million) excluding management fees.

Information Technology Services

In October 1995, the South Australian Government signed an ‘Information Technology Services and State Economic
Development Agreement’ with EDS (Australia) Pty Ltd that has a term of slightly more than nine years. It expires in mid
2005.

The agreement requires EDS to provide information technology infrastructure services across five ‘business segments’
(ie mainframe, midrange, local area network, wide area network and workstation segments) to most of the South
Australian Government agencies.

The Department also incurs expenditure for this contract on behalf of other government agencies and recovers these
costs from those agencies.

Telecommunication Services Agreement (TSA)

On 23 October 2001, the South Australian Government signed a ‘Telecommunications Services Agreement’ with Telstra
over a term of three years with options to extend. The contract expires in October 2004. The contract requires a
minimum whole-of-government spend. If the Government does not meet this minimum spend, the three year period will
be extended until the minimum spend is achieved.

This is a whole-of-government agreement which requires Telstra to provide a broad range of telecommunication services
to SA Government agencies. The commercial relationship exists between Telstra and the individual agencies directly,
including the agencies’ payment of individual accounts, while DAIS manages the contractual obligations.

Capital Works Program

The Department undertakes a risk management role within the Capital Work Program (ie Building). As a consequence of
this role, building contractors are engaged to construct government assets on behalf of agencies. The annual value of
construction work managed by the Department is approximately $250 million.

Government Radio Network (GRN)

On 29 April 1999 the South Australian Government signed a contract with Telstra Corporation Ltd to design, construct,
operate and maintain the South Australian Government Radio Network (SA - GRN) for a period of seven years with a
commencement date of 24 May 1999 (refer Note 2.8).

Internet Services Provision

This initiative commenced on 1 November 2001, with the State entering into an Agreement with Agile Pty Ltd and
Internode Systems Pty Ltd for the provision of internet services to the SA Government central corporate internet gateway
for a period of 12 months. The State reserves the right to extend the Agreement for a further twelve months.

South Australia, particularly in regional areas, will benefit from the significant investment commitment already
commenced by Agile Communications in deploying an ‘IP’ network offering next generation telephony services and
broadband internet access via xDSL technology.

Grant Receipts and Payments

Recreation and Sport

. Management Development Program
This program provides assistance to organisations that provide leadership, direction and competition support
for sport and active recreation in this state. The objective of the program is to assist the Government to work in
partnership with State sporting and recreation organisations and other approved lead agencies to implement
projects which: increase participation by the community in sport and recreation; provide high quality sport and
recreation services and programs to all South Australians; encourage healthy, active lifestyles, promote the
health benefits of participation in sport and active recreation; increase the growth in the commercial sector of
the sport and recreation industry; develop world class athletes, coaches and programs; and increase
community recognition of the social, health, physical and economical benefits of recreation and sport.

. Active Club Program
This program provides financial assistance to those organisations that provide sporting and/or recreational
facilities and deliver competition and activity experience in the community. The objective of these grants is to
assist community based sporting and active recreation organisations to develop and expand the services which
they provide, thereby increasing the community’s access to quality sport and active recreation activities and
facilities.
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. Facilities Grants Program
The Community Recreation and Sport Facilities Program has been established to allocate funds to community-
based organisations, Local Government and State sporting and active recreation associations which develop
facilities for a wide range of recreation and sporting activities. The program aims to increase participation in
sport and active recreation by providing an improved range of services and facilities at community and regional
levels.

Information Economy

. NetWorks For You
The NetWorks For You program operates throughout rural, regional and remote South Australia. It is a
community development program designed to both raise internet awareness and develop internet skills in local
communities. The Commonwealth Government, through the Networking the Nation fund, and the
SA Government fund the program.

NetWorks For You is built on multiple collaborative relationships in local communities. Libraries, schools,
councils, hospitals, health centres, regional development boards and community groups come together under
the NetWorks For You banner to enable their communities to join the online world.

Aboriginal Affairs

. Grant Programs
The Department receives funding and makes payments for a number of grants under the operations of the
Division of State Aboriginal Affairs. All grants have the condition that any funds not expended in the agreed
manner are to be repaid, and this is verified by the requirement for audited financial statements to be provided
for large grants and the provision of source documents for the smaller grants.

The grant funding received from ATSIC, Commonwealth Department of Education, Science and Training
(DEST), Department of Primary Industry and Resources (PIRSA) and other government departments is
generally applied to the purposes of essential services such as roads, electricity and water in Aboriginal remote
communities, Aboriginal Visitors Scheme, economic development and administration, Aboriginal reconciliation,
heritage and legal rights.

Administered Items

The following funds and financial transactions are administered by the Department as at 30 June 2002. They do not represent
controlled transactions of the Department. As such they are not recognised in the financial statements as transactions of the
Department, rather they are disclosed by way of Note as Administered items. Refer Note 35.

3.1

3.2

3.3

3.4

35

3.6

Gaming Machines Operations Deposit Account
Contract Services holds funds on behalf of the State Supply Board for gaming machines and machinery sales as
provided for under section 26 of the Gaming Machines Act 1992.

Auctions
Contract Services holds funds on behalf of other agencies in relation to vehicle and plant disposal auctions.

Commonwealth Bank of Australia (CBA) Deposit Account
This account was established as a result of the sale and leaseback of the light motor vehicle fleet. This account is
non-interest bearing and is utilised to collect the proceeds from sales of vehicles on behalf of the fleet owner.

Special Acts Salaries
The Department receives a separate appropriation for the payment of salaries in relation to:

. Minister for Administrative Services;

. Presidents, Deputy Presidents and Magistrates of the Industrial Relations Court and Commission and Workers
Compensation Tribunals;

. Valuer-General;

. Employee Ombudsman.

Funding is provided under ‘Recurrent Expenditure - Special Acts’. The Department has no control over the use of these
funds.

Land Services Trust Funds
The Department holds the funds in the following accounts under the authorisation of the following acts:

. Real Property Act Assurance Fund (RPAAF) - Section 201 Real Property Act 1886
. Real Property Act Trust Accounts - Section 146 Real Property Act 1886
. Workers Liens Trust Account - Section 16 Workers Liens Act 1893.

ATSIC Capital Works Fund

The Department is responsible for the administration of the funds described below, primarily on behalf of the Aboriginal
and Torres Strait Islanders Commission. These funds are not recorded in the Department’s Statement of Financial
Performance or Statement of Financial Position, as the Department acts only as a project manager and does not have
control over how these funds are to be spent.

The administered items are listed below:

. Commonwealth Government grants for construction of infrastructure in Aboriginal communities.
. State Government Grants for construction of infrastructure in Aboriginal communities.
. State Government Grants for employment and training in Aboriginal communities.
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3.7 Sport and Recreation Fund
The Department administers this fund on behalf of the Minister for Recreation, Sport and Racing.
In accordance with provisions of the Gaming Machines (Miscellaneous Amendments) Act 1966, monies are paid into the
fund for the following programs:
. Community Sport and Recreation Grants
. SASI Talent Scholarship Program
. State Facilities Fund.
3.8 Recreation and Sport Fund
The Department Administers this fund on behalf of the Minister for Recreation Sport and Racing. In accordance with
provisions of the Soccer Football Pools Act 1981, Racing Act 1976 and State Lotteries Act 1966, monies are paid into the
Fund for the purpose of supporting and developing such recreational and sporting facilities and services within the state,
as are approved by the Minister.
The major sources of annual income are receipts from licensee’s to promote, conduct and operate soccer pools, and
income derived from designated sport lotteries. Soccer pool income is returned to the Treasurer at the end of each
financial year under an administrative arrangement agreed to in 1995.
3.9 Major Administered Projects
The Department holds funds in trust for capital works on behalf of other agencies for certain major projects. The
Department holds any carry forward funds on behalf of the Government and applies expenditure to these projects subject
to project manager approval. This arrangement has been established for the following:
. Torrens Parade Ground (to be transferred to DAIS REM May 2003);
. SARDI Pipeline (to be transferred to the Minister for Agriculture, Food and Fisheries May 2003);
. Patawalonga Infrastructure (transferred to the Minister for Water Resources December 2001);
. Riverbank Promenade (to be transferred to the Minister for Tourism pending finalisation of a formal
documentation).
All projects, excluding the Torrens Parade Ground do not contribute to the asset base of the Department, in that the
Department has no control over these assets once they are completed. The finished capital projects are transferred to
the controlling agency.
In addition funds are held on behalf of the Department of the Premier and Cabinet in relation to the construction of the
National Wine Centre.
3.10 World Congress on Information Technology 2002 (WCIT2002)
The WCIT 2002 was the 13th Biennial Congress of the World Information Technology and Services Alliance, held in
Adelaide between 27 February 2002 and 1 March 2002, and co-hosted by the Government of South Australia and the
Australian Information Industry Association (AllA).
The agreement between the AllA and the South Australian Government provides for the preparation and audit of financial
statements covering the activities of the WCIT 2002.
At 30 June 2002 the financial statements were progressing to finalisation to enable the external audit of the accounts and
financial statements to be completed. The disclosures in Note 35 relating to the WCIT 2002 represent unaudited figures.
3.11 Asset Sales Deposit Account
From 1 July to 3 December 2001, the Department administered funds in relation to the following scoping reviews:
. SAGRIC International Pty Ltd
. Ports Corporation
. South Australian Totalizator Agency Board
. Lotteries Commission of South Australia.
From 4 December 2001, this responsibility was transferred to the Department of Treasury and Finance as a result of
administrative restructuring by the Government.

4. Net Profit 2002 2001
Profit from Ordinary Activities has been arrived at after: Note $'000 $'000
() Debiting as Expense

Cost of Sales: 2.3
Contract costs 39 323 76 438
Employee costs 11 009 13 626
Administration costs 82 960 77 517
Commercial property costs 76 569 77 289
Residential property costs 10 281 6 975
Materials 18 811 18 428

238 953 270273

Administration:

Finance charges on finance lease 2.11 8 388 8 959
Administration costs 84 648 61 967
Overseas travel 51 28
93 087 70 954
Depreciation and Amortisation Charges:
Amortisation of leased assets 2.11 11 380 10 347
Depreciation 2.7 24 516 19 761
35 896 30 108
Other Expenses:
Accommodation and power 12 421 11 557
Loss on disposal of assets 3429 2230
15 850 13 787
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Crediting as Revenue 2002 2001
Other Revenue: $'000 $'000
Interest on cash 13 313 14 672
Assets recognised for the first time 2510 -
Other revenue 2 835 357

18 658 15 029

Net Expenses from Restructuring of Administrative Arrangements
The net revenues (expenses) relating to the restructuring of Administrative arrangements recognised in the Statement of
Financial Performance are the following:

Office of Government Enterprises 15 -
Office for Recreation, Sport and Racing 60 779 -
Division of State Aboriginal Affairs 3739 -
ForestrySA - (770 888)

64533 (770 888)

Office of Government Enterprises

On 4 December 2001, it was published in the Government Gazette that the Office of Government Enterprises (OGE), a
Business Unit of DAIS, would be transferred to the Department of Treasury and Finance (DTF). As of this date, all the
assets and liabilities of OGE have been transferred to the DTF and have been reported in accordance with Australian
Accounting Standard AAS 29 ‘Financial Reporting by Government Departments’ relevant Accounting Policy Statements
and Urgent Issues Group Abstract 38, ‘Contributions by Owners to Wholly-Owned Public Sector Entities’.

During the reporting period assets and liabilities amounting to $0.239 million and $0.254 million respectively were
transferred from the Department.

In respect of the activities relinquished, the following assets and liabilities were transferred out of the Department:

Office of Government Enterprises 2002 2001
Assets: $'000 $'000
Current assets 226 -
Non-current assets 13 -
Total assets 239 -

Liabilities:
Current liabilities 71 -
Non-current liabilities 183 -
Total liabilities 254 -
NET (LIABILITIES) (15) -

Office for Recreation, Sport and Racing

On 4 December 2001, it was also published in the Government Gazette that the Office for Recreation and Sport and the
Office for Racing would be transferred from the Department for Environment and Heritage (DEH) to DAIS. All the assets
and liabilities of these units have been transferred to DAIS and have been reported in accordance with Australian
Accounting Standard AAS 29, relevant Accounting Policy Statements and Urgent Issues Group Abstract 38.

During the reporting period assets and liabilities amounting to $65.041 million and $4.262 million respectively were
transferred to the Department.

In addition to the transfer of net assets to the Department, the administration of two special deposit account operations
(‘Recreation and Sport Fund’ and ‘Sport and Recreation Fund’) were also transferred and are recognised as administered
amounts in the financial statements as at 30 June 2002. Refer Notes 3 and 36.

In respect of the activities taken up, the following assets and liabilities were transferred to the Department:

2002 2001
Assets: $'000 $'000
Current assets 12 838 -
Non-current assets 52 203 -
Total assets 65 041 -

Liabilities:
Current liabilities 3097 -
Non-current liabilities 1165 -
Total liabilities 4262 -
NET ASSETS 60 779 -
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Summary of total Revenues and Expenses from Ordinary Activities for the period of 1 July 2001 to 30 June 2002
for the activities transferred to the Department

The amounts in the financial statements only include the ‘DAIS’

column (ie only the operations of Recreation, Sport and Racing Recorded Recorded
relating to the period from 4 December 01 to 30 June 02). in DEH in DAIS
1.7.01to 4.12.01to Total
3.12.01 30.6.02 2002
$'000 $'000 $'000
Appropriation 10 170 17 983 28 153
Grants 750 2663 3413
Other Revenue 679 2270 2 949
Total Revenue 11 599 22 916 34515
Employee Expenses 2061 2941 5002
Grant Payments 7 828 8 262 16 090
Administration 1447 4276 5723
Depreciation and Amortisation Charges 511 1345 1856
Other expenses from Ordinary Activities 312 732 1044
Total Expenses 12 159 17 556 29 715
Borrowing Costs 11 23 34
(Loss) Profit from Ordinary Activities (571) 5337 4766

Division of State Aboriginal Affairs

On 4 December 2001, it was published in the Government Gazette that the Division of State Aboriginal Affairs was
transferred from the Department for Transport, Urban Planning and the Arts (DTUPA) to DAIS. All the assets and
liabilities of this unit have been transferred to DAIS and have been reported in accordance with Australian Accounting
Standard AAS 29, relevant Accounting Policy Statements and Urgent Issues Group Abstract 38.

During the reporting period assets and liabilities amounting to $6.437 million and $2.698 million respectively were
transferred to the Department.

In addition to the transfer of net assets to the Department, the administration of the ATSIC operations was also
transferred and is recognised as administered amounts in the financial statements as at 30 June 2002. Refer Notes 3
and 36.

In respect of the activities relinquished, the following assets and liabilities were transferred in to the Department:

2002 2001
Assets: $'000 $'000
Current assets 5 386 -
Non-current assets 1051 -
Total assets 6 437 -

Liabilities:
Current liabilities 1924 -
Non-current liabilities 774 -
Total liabilities 2 698 -
NET ASSETS 3739 -

Summary of total Revenues and Expenses from Ordinary Activities for the period of 1 July 2001 to 30 June 2002
for the activities transferred to the Department:

The amounts in the financial statements only include the ‘DAIS’ Recorded Recorded
column (ie only the operations of the Division of State Aboriginal Affairs in DTUPA in DAIS
relating to the period from 4 December 01 to 30 June 02). 1.7.01to 4.12.01to Total
3.12.01 30.6.02 2002
$'000 $'000 $'000
Appropriation 5040 4 594 9634
Grants 666 782 1448
Other Revenue 162 936 1098
Total Revenue 5 868 6 312 12 180
Employee Expenses 1424 1782 3206
Grant Payments 2355 2 855 5210
Administration 1470 1740 3210
Depreciation and Amortisation Charges 101 155 256
Other expenses from Ordinary Activities 158 179 337
Total Expenses 5 508 6711 12 219
Profit (Loss) from Ordinary Activities 360 (399) (39)

Corporatisation of ForestrySA (2001 Comparative Only)
The ForestrySA business unit of DAIS was corporatised pursuant to the South Australian Forestry Corporation Act 2000
and commenced trading under the Act as ForestrySA from 1 January 2001. (Refer to Note 4(c)).

The comparative amounts in the financial statements for 2001 only include the operations of the ForestrySA business unit
from 1 July 2000 to 31 December 2000.
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Corporatisation of ForestrySA (2001 Comparative Only) (continued) 2002 2001
$'000 $'000

Net assets transferred - 795 872
Less: Return of capital - 24 984
Net Expenses from the Restructuring of Administrative Arrangements - 770 888

During the reporting period, as a result of the corporatisation of ForestrySA, assets and liabilities amounting to
$816.837 million and $20.965 million respectively were transferred from the Department during the 2000-01 reporting
period.

In respect of the activities relinquished, the following assets and liabilities were transferred:

2002 2001
Assets: Note $'000 $'000
Current assets - 34 349
Non-current assets - 782 488
Total assets - 816 837

Liabilities:
Current liabilities - 16 911
Non-current liabilities - 4 054
Total liabilities - 20 965
NET ASSETS - 795 872

Workplace Services

During the year, public service administrative unit restructures affected the Workplace Services Branch of the
Department. A restructure effective in December 2001 designated the transfer of the Branch from DAIS to the Attorney-
General’'s Department. A subsequent restructure, approved by Cabinet in April 2002 and to be effected in July 2002,
designated that the Branch be transferred back to DAIS from Attorney-General's Department. Effective control over
Workplace Services did not pass from DAIS to the Attorney-Generals Department during 2001-02. As such the financial
statements of DAIS include Workplace Services’ operations for the full financial year.

Targeted Voluntary Separation Packages (TVSPs)

In accordance with Government policy to reduce the public sector workforce, 98 (34) employees of the Department were paid

TVSPs during 2001-02.

These payments were met by the Department and have been in part recovered from a fund administered by the Department of the

Premier and Cabinet.

TVSP payments

Recovered from the Department of the Premier and Cabinet in respect of TVSPs

Annual and long service leave accrued over the period of employment paid to employees
who received TVSPs

Retained Profits

Retained profits at 1 July
Net profit (loss)
Dividend declared
Transfers to and from reserves:
Transfer from Insurance Loss Reserve
Transfer from Asset Revaluation Reserve
Transfer from Growing Timber Revaluation Reserve

Retained Profits at 30 June

Superannuation
Amount paid to the Department of Treasury and Finance towards the accruing
Government liability for superannuation in respect of its employees

Redeployees

The Department funds the cost of redeployees within a corporate Placement Services Unit.
The net cost for 2001-02 includes accommodation, training and outplacement services. This
amount is included under expenses from ordinary activities.

Auditors’ Remuneration
Estimated amounts payable to the auditors of the Department

Fees Paid to Consultants
Fees paid or payable to consultants as reflected in the Statement of Financial Performance
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2002 2001
$000 $000
6974 1579
5857 4693
2123 559

144272 167 297

120476 (708 570)

(36537) (53 996)

- 11033

2248 180713

- 547795
230459 144272
10 275 9495
4321 5763
498 510
3421 3106
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11.

12.

13.

14.

15.

16.

Inventories

Work in progress - Construction Projects:
Cost to date plus profit recognised
Less: Progress billings

Stock:
Other stock on hand

Cash
Cash held with Treasury
Cash held in imprest account and petty cash

Receivables (Current)
Trade debtors
Less: Provision for doubtful debts

Contractor reimbursements:
Contractor payments
Less: Contractor recoveries

Loans receivable
Loan payments receivable
Less: Provision for doubtful debts

Receivables (Non-Current)
Loans Receivable

Accrued Revenue

TVSPs and incentive payments
Other accrued revenue

Other Current Assets
Accrued interest on bank
Prepaid expenses

Land, Buildings and Fitouts

Recreation, Sporting and Stadia Infrastructure:
Land
Building and facilities
Less: Accumulated depreciation

Commercial Properties:
Land
Building plant
Buildings
Less: Accumulated depreciation

Industrial Properties:
Land
Building plant
Buildings
Less: Accumulated depreciation

Heritage Properties:
Land
Building plant
Buildings
Less: Accumulated depreciation

Residential Properties:
Land
Buildings
Less: Accumulated depreciation

34

2002 2001
Note $'000 $'000

2.4(a)
66 394 66 039
62 391 60 354
4 003 5 685
2.4(b) 2461 3070
6 464 8 755

2.19
198 164 203 920
259 184
198 423 204 104

2.19
57 612 76 135
1404 846
56 208 75 289

25

- 366 055
- 359 239
- 6 816
101 -
3010 -
3195 -
(84) -
56 124 82 105

2.19
1001 -
1001 -
5 2377 2 063
2.6 24 416 22 533
26 793 24 596
1415 1152
11 216 6 960
12 631 8112

2.7

21 755 -
39516 -
11 264 -
50 007 -
27 031 24 923
9 399 11 318
103 390 83 217
3730 10 338
136 090 109 120
5635 4 636
1447 1863
15190 11 330
313 1427
21 959 16 402
5788 7 593
626 872
5334 2733
98 247
11 650 10 951
21 709 19 493
95 741 87 986
117 450 107 479




16.

17.

18.

19.

20.

21.

Administrative and Information Services

Land, Buildings and Fitouts (continued) 2002 2001
Fitouts: Note $'000 $'000
In owned buildings - At cost 5614 4773
Less: Accumulated depreciation 2 962 2179
2 652 2594
In leased buildings - At cost 15923 9121
Less: Accumulated depreciation 5 304 5 059
10 619 4062
Total Fitouts 13 271 6 656
Total Freehold Land, Buildings and Fitouts 350 427 250 608
Assets under Finance Lease 211
Motor Vehicles:
At valuation 111 278 111 279
Less: Accumulated amortisation 50 709 40 652
60 569 70 627
Accommodation:
At valuation 19 121 22 539
Less: Accumulated amortisation 311 1589
18 810 20 950
Plant and Equipment:
At valuation 2374 1025
Less: Accumulated amortisation 864 284
1510 741
Total Assets under Finance Lease 80 889 92 318
Plant and Equipment 2.7
At cost 45 149 42 213
Less: Accumulated depreciation 27 594 25 807
17 555 16 406
Government Radio Network 2.7,2.8
Assets held ready for use 82 888 52 940
Less: Accumulated depreciation 13 303 5472
69 585 47 468
Assets under construction 12 009 17 785
81594 65 253
Motor Vehicles
At cost 6273 -
Less: Accumulated depreciation - -
6273 -
Movement in Carrying Amounts of Non-Current Assets as at 30 June 2002
Asset Revalu-
Recog- ation
nised Incrmnts/  Restruc- Deprec-  Carrying
Balance at Reclas- for First (Decre- ture jiation Amount at
1.7.01 sification Additions Time Disposals ments) Transfer Write-off Expense 30.6.02
Land, Buildings and Fitouts $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Recreation, Sporting and
Stadia Infrastructure:
Land - - 510 - - - 17717 - (147) 18 080
Buildings and Improvements - - - - - - 32280 - (353) 31927
- - 510 - - - 49997 - (500) 50 007
Commercial Properties:
Land 24923 - - 1420 (687) 1375 - - - 27 031
Building Plant 6 891 (614) 2933 - (32) 985 - (146) (1947) 8 070
Buildings 77 306 (479) 3396 1090 (282) 23839 433 (579) (3735 100 989
109 120 (1 093) 6 329 2510 (1001) 26199 433 (725) (5682) 136 090
Industrial Properties:
Land 4 636 - - - - 999 - - - 5635
Building Plant 1016 - 369 - - 246 - - (289) 1342
Buildings 10 750 - 685 - - 3904 - - (357) 14 982
16 402 - 1054 - - 5149 - - (646) 21 959
Heritage Properties:
Land 7 593 - - - (813) (1015) 23 - - 5788
Building Plant 736 - 14 - - (84) - - (68) 598
Buildings 2622 - 618 - (324) 2 462 - - (114) 5264
10 951 - 632 - (1137) 1363 23 - (182) 11 650
Residential Properties:
Land 19 493 - 953 - (807) 2070 - - - 21709
Buildings 87 986 - 3902 - (3 618) 8 808 - - (1337) 95 741
107 479 - 4 855 - (4 425) 10878 - - (1337 117 450
Fitouts:
In Owned Buildings 2594 - 842 - 2) - - - (782) 2 652
In Leased Buildings 4062 1093 6 624 - (1) - 64 - (1223) 10 619
6 656 1093 7 466 - (3) - 64 - (2005) 13 271
Total Land, Buildings
and Fitouts 250 608 - 20846 2510 (6566) 43589 50517 (725) (10 352) 350 427
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21.

22.

23.

24.

25.

26.

27.

28.

Movement in Carrying Amounts of Non-Current Assets as at 30 June 2002 (continued)

Other Fixed Assets:
Plant and Equipment

Motor Vehicles

Government Radio Network
Assets held ready for use
Assets under construction

Other Non-Current Assets

Asset replacement investment account
Investments in Ngapartji

Creditors and Accrued Expenses
Client monies received in advance
Trade creditors

Accrued expenses

Incentive monies owing

Borrowings

Current:
Finance leases
Other

Non-Current:

Borrowings from State Government

Finance leases

Provisions

Current:
Whole-of-Government initiatives
Provision for dividend
Provision for income tax

Non-Current:
Whole-of-Government initiatives

Employee Entitlements

Current:
Annual leave
Workers compensation
Long service leave

Non-Current:
Workers Compensation
Long service leave

Other Current Liabilities

Prepaid reimbursements relating to the sale and leaseback of motor vehicles

Prepaid revenue

Contractor Reimbursements in Advance:
Contractor Recoveries
Less: Contractor Payments

Deferred profit on sale and leaseback of motor vehicles

Accrued interest

Reserves
Asset Revaluation Reserve:

Balance at the beginning of the reporting period

Forestry restructure transfer
Other movements
Closing balance

Transfer

from assets Depreciat- Carrying
Balance at under Restructure ion Amount at
1.07.01 Additions Construction Transfer Write-off Expense 30.06.02
$'000 $'000 $'000 $'000 $'000 $'000 $'000
16 406 10 194 - 1604 (4 316) (6 333) 17 555
- 6273 - - - - 6273
47 468 - 29948 - - (7 831) 69 585
17 785 24 172 (29 948) - - - 12 009
65 253 24 172 - - - (7 831) 81594
2002 2001
Note $'000 $'000
7 499 7 499
29 300 300
7799 7799
2.10 5728 5728
2.19 4690 12 418
44 222 73108
2.18 2 489 3675
57 129 94 929
2.11,30 12 127 10 881
30 -
12 157 10 881
2.19 91 777 94 807
2.11,30 76 497 87 539
168 274 182 346
212 808 1293
- 13 000
2.15 1399 1781
2207 16 074
212 549 1293
549 1293
2.13 5990 4984
2.14 1157 1035
2.13 3318 2134
10 465 8 153
2.14 3614 3351
2.13 22 828 22 311
26 442 25 662
211 98 21441
2.17 6531 3848

2.5,13
392 073 -
388 002 -
4071 -
2.11 2769 3285
507 960
13 976 29534
74 451 251 702
- (179 697)
39 564 2 446
114 015 74 451
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29.

30.

Administrative and Information Services

Reserves (continued) 2002 2001
Surplus Incentive Funds Reserve: $'000 $'000
Balance at the beginning of the reporting period 666 803
Net movement during the year - (137)
Closing balance 666 666

Capital Reserves:
Due to the corporatisation of ForestrySA, capital funds of $24.983 million were recognised during 2000-01 as a return on capital (a
direct reduction against equity) in accordance with Urgent Issue Group Abstract 38.

2002 2001
$'000 $'000
Balance at the beginning of the reporting period 5 546 30529
Forestry restructure transfer - (24 983)
Closing balance 5546 5 546

Insurance Loss Reserve (2001 comparative only)

Commencing 1996-97 the Department set aside $3 million per year to create over five years, a $15 million risk exposure reserve in
relation to the Department’s then owned plantation forests. This reserve was created with the Treasurer’s consent and covered risk
exposure, over and above the Department’s insurance excess arrangement, up to a total loss aggregate of $15 million, in any one
insurance year.

2002 2001

$'000 $'000

Balance at the beginning of the reporting period - 11 033

Movement during the year - (11 033)

Closing balance - -
Growing Timber Revaluation Reserve (2001 comparative only)

Balance at the beginning of the reporting period - 547 794

Movement during the year - (547 794)

Closing balance - -

Total Reserves 120 227 80 663

Capital Funds provided by the South Australian Government

During the current year additional funds of $37.839 million were provided to the Department as equity funding for the Strategic
Asset Management Information System (SAMIS), the Automated Torrens Land Title Administration System (ATLAS) and the
Government Radio Network (GRN) Project.

Note 2002 2001
$'000 $'000
Balance at the beginning of the reporting period 166 249 142 695
Movement during the year 37 839 23 554
Closing balance 204 088 166 249
Finance Lease Commitments 211
Motor Vehicles:
Not later than one year 15 395 15 395
Later than one year and not later than five years 47 163 54 067
Later than five years 13 288 21779
75 846 91 241
Deduct future finance charges 15 277 20 614
60 569 70 627
Classified as:
Current 10 900 10 058
Non-Current 49 669 60 569
60 569 70 627
Accommodation:
Not later than one year 3573 3478
Later than one year and not later than five years 14 281 13910
Later than five years 69 217 70 965
87 071 88 353
Deduct future finance charges 60 540 61 304
26 531 27 049
Classified as:
Current 550 518
Non-Current 25981 26 531
26 531 27 049
Plant and Equipment:
Not later than one year 754 348
Later than one year and not later than five years 897 469
Later than five years - -
1651 817
Deduct future finance charges 127 73
1524 744
Classified as:
Current 677 305
Non-Current 847 439
1524 744
Total Finance Lease Commitments
Current 12 127 10 881
Non-current 76 497 87 539
88 624 98 420
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31.

32.

33.

34.

Note 2002 2001
Operating Lease Commitments 211 $'000 $'000
Not later than one year 60 726 55 159
Later than one year and not later than five years 177 203 168 397
Later than five years 113 996 143 192
351 925 366 748
Statement of Cash Flows
(@) Reconciliation of Cash
For the purposes of the Statement of Cash Flows, cash is cash at Bank 12 198 423 204 104
(b) Reconciliation of Operating Profit to Net Cash provided by Operating Activities
Operating profit 120 476 (708 570)
Non cash items:
Depreciation of buildings, plant and equipment 24 516 19 761
Assets recognised for the first time (2 510) -
Loss on disposal of assets 3429 2798
Net (Revenue) expenses on restructuring (48 290) 747 192
Amortisation of finance lease 11 380 10 347
Profit on sale and leaseback (516) (517)
Change in assets and liabilities:
Decrease in debtors 19 168 88 427
Increase in provision for doubtful debts 1477 119
Decrease (Increase) in inventories 2296 (2 469)
(Increase) Decrease in accrued revenue (2 246) 2862
(Increase) in prepaid expenses (847) (1784)
Increase in creditors 317 12 302
(Decrease) Increase in accrued expenses (16 722) 13 254
Increase (Decrease) in prepaid revenue 2662 (2 360)
(Decrease) in incentive monies owing (93) (563)
(Decrease) in provisions (4 750) (3 621)
Net Cash provided by Operating Activities 109 747 177 178

Remuneration of Employees

Amounts received or receivable by employees of the Department whose remuneration is greater than $100 000.

The amounts include salaries and related payments, superannuation benefits and motor vehicle benefits: 7731 6 587

for the year ended were:

$100 000 - $109 999
$110 000 - $119 999
$120 000 - $129 999
$130 000 - $139 999
$140 000 - $149 999
$150 000 - $159 999
$160 000 - $169 999
$170 000 - $179 999
$180 000 - $189 999
$190 000 - $199 999
$200 000 - $209 999
$230 000 - $239 999
$240 000 - $249 999

The number of employees of the Department whose remuneration falls within the following bands

2002 2001

Number of  Number of

Employees Employees
1

1

[any

PRPNNORPRPOOTOOOR
PN NN BRABRMDMDDIANODN

During the year, four employees who transferred to the Department as a result of government administrative restructures, had
remuneration exceeding $100 000. In relation to these employees, the full year total remuneration amounting to $0.545 million was
included in the calculation of this remuneration note. This remuneration included $0.318 million paid by this Department and

$0.227 million paid by the transferor departments.

During the year, one employee who transferred from the Department as a result of government administrative restructures, had
remuneration exceeding $100 000. Prior to their transfer from the Department, $58 000 was paid to this employee. This amount
has not been included in this remuneration note.

Business Unit Information
DAIS carries out a number of functions and services through its business units. These functions are as follows:

Building Maintenance

Building Management and
Major Projects

Contract Services

Division of State

Aboriginal Affairs

Provides a comprehensive facilities management service to government agencies.

Building Management works with government agencies and the building and construction
industry to promote excellence in delivery of building projects and management of built
assets. Major Projects unit provides specialist project management services in strategic
partnership with other government agencies to deliver major and complex projects that
support the economic development of the State.

Delivers procurement solutions to Government by providing strategic contract
development and management, advisory services to government agencies and supply,
and distribution and disposal operations. The unit also provides secretariat support to the
State Supply Board in the area of government procurement and training.

Plans, implements and monitors policies and programs within Government that contribute
to Aboriginal people being able to function with a sense of dignity and equality with all
Australians.
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Business Unit Information (continued)

Government ICS (includes
Services SA)

Land Services

Office for Recreation, Sport
and Racing

Real Estate Management

Policy, Planning and
Community Services

State Records

Information Economy Policy Office

Fleet SA

Forensic Science

Workplace Services

Government Publishing SA

Industrial Relations Court,
Commission and Workers
Compensation Tribunals

ForestrySA
Business and Corporate Services

Supports the efficient electronic delivery of government services and takes a strategic
leadership role in the planning, management and delivery of information and
communication services across the public sector. Provides a common first line service
delivery point for South Australians to conduct financial transactions with government,
access government related information services or receive referral for more specialised
government services.

Provides a government guaranteed system of land titling, land boundary security, and a
viable and impartial property valuation service for the benefit of business, government
and the community.

Promotes growth and excellence in recreation and sport for South Australia by providing
leadership, services and assistance to State bodies, local government, community and
private sector organisations servicing the recreation, sport and racing industries.

Provides expert services to manage all aspects of government agencies’ commercial
office accommodation and housing services for government employees who provide
essential public services in country areas. The portfolio of owned and leased office
accommodation is represented by SA Government Commercial Properties and the
portfolio of housing assets is represented by SA Government Employee Residential
Properties.

Enhances organisational performance by facilitating departmental strategy, planning,
policy and communications so that the Department is responsive to stakeholders and the
community.

Provides records management services across all State Government agencies and local
councils and provides a range of archival services for preservation of and access to
official records.

Advises Government on policies that should be adopted and projects that should be
undertaken to enable the State to succeed in the new economy. The unit also develops,
initiates and manages projects to completion.

Provides fleet management services to government for its passenger and light
commercial motor vehicles, including: policy advice; vehicle leasing; car-pooling service;
maintenance; accident and fuel management; vehicle fit-out and preparation for
disposals. The unit also provides a chauffeured VIP fleet service for Ministers, Members
of Parliament and visiting dignitaries.

Provides independent pathology and scientific analysis services to the justice system and
the community.

Promotes and encourages effective occupational health, safety and welfare and
workplace relations practices by informing and educating employees and employers of
their responsibilities, rights and obligations, and ensuring compliance with relevant
legislation.

Manages the publication and dissemination of a range of key parliamentary and
government publications for the South Australian Government.

Provides administrative and financial management support and carries out the registry
functions for the Industrial Relations Court and Commission and Workers Compensation
Tribunal.

Comparative only. Refer Note 4(c)

Delivers a range of corporate business functions and services, project managements
services, and business policy and planning services, to DAIS and other governments
agencies on a ‘shared services’ basis. Corporate Services includes the activities of the
Office of the Chief Executive, Employee Ombudsman and the Ministers’ Office.

Abridged Statement of Financial Performance

Revenue from Ordinary Activities

Sales
and Misc
Revenue
$'000
Building Maintenance 54 620
Building Management and
Major Projects 9916
Contract Services 24 097
Division of State
Aboriginal Affairs 1718
Government ICS 142 227
Land Services 75510
Office for Recreation, Sport
and Racing 4926
Real Estate Management 6 106
SA Government Commercial
Properties 94 273
SA Government Employee
Residential Properties 16 806

Expenses from Ordinary Activities

2002 2001

Total Total Profit from Profit from

Revenues Expenses  Ordinary Ordinary

from Depreciatn from Activities  Activities

Appropri-  Ordinary  Employee Goods and and  Ordinary Before Before
ations  Activities  Expenses Services Amortisatn  Activities Restrctring Restrctring
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
598 55218 6 588 47 239 5 53 832 1386 1104
5921 15 837 7 385 8536 152 16 073 (236) 586
1490 25 587 4067 23011 179 27 257 (1 670) (3125)
4594 6 312 1782 4771 155 6 708 (396) -
38 299 180 526 8 463 149 020 10 689 168 172 12 354 19 753
1978 77 488 18 526 10 867 90 29483 48 005 32214
17 983 22909 2941 13 286 1345 17 572 5337 -
228 6 334 3339 2192 105 5636 698 453

2 356 96 629 - 84 708 7234 91 942 4687 2504
- 16 806 - 12 996 2120 15116 1690 1674
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Abridged Statement of Financial Performance (continued)
Revenue from Ordinary Activities

Policy

State Records

Government Business Group

Information Economy Policy
Office

Fleet SA

Forensic Science

Workplace Services

Government Publishing SA

Industrial Relations Court,
Commission and Workers
Compensation Tribunal

Business and Corporate
Services

ForestrySA

Eliminations

Consolidation

Expenses from Ordinary Activities

Abridged Statement of Financial Position

Building Maintenance

Building Management and
Major Projects

Contract Services

Division of State
Aboriginal Affairs

Government ICS

Land Services

Office for Recreation, Sport
and Racing

Real Estate Management

Policy

SA Government Commercial
Properties

SA Government Employee
Residential Properties

State Records

Government Business Group

Information Economy Policy
Office

Fleet SA

Forensic Science

Workplace Services

Government Publishing SA

Industrial Relations Court,
Commission and Workers
Compensation Tribunal

Business and Corporate
Services

Eliminations

Consolidation

2002 2001

Total Total Profit from  Profit from

Revenues Expenses  Ordinary Ordinary

Sales from Depreciatn from  Activities Activities

and Misc  Appropri-  Ordinary Employee Goods and and  Ordinary Before Before

Revenue ations  Activities  Expenses Services Amortisatn  Activities Restrctring Restrctring

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

6 1794 1800 1301 995 115 2411 (611) -

1027 2878 3905 2 155 3648 20 5823 (1918) (308)

- - - 286 - 24 310 (310) 483

2328 3027 5 355 2627 1809 54 4490 865 1 036

64 811 6 974 71785 4 056 66 101 10 108 80 265 (8 480) (4 429)

2471 5935 8 406 4828 3048 427 8 303 103 1384

8973 7 609 16 582 10 950 5 869 158 16 977 (395) (1 689)

2163 741 2904 733 1662 5 2400 504 352

5 050 3619 8 669 4 858 2944 67 7 869 800 143

32 857 20871 53728 29 502 28 687 2 844 61 033 (7 305) 1397

- - - - - - - - 16 341

(23 968) - (23 968) - (23 968) - (23 968) - -

525917 126 895 652 812 114 387 447 421 35 896 597 704 55108 69 873
Assets Liabilities

Non- Non- 2002 2001

Current Current Total Current Current Total Net Net

Assets Assets Assets Liabilities Liabilities Liabilities Assets Assets

$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000

16 660 28 16 688 5057 5635 10 692 5996 5624

50 416 3254 53670 22 038 2351 24 389 29 281 25641

3043 576 3619 1668 761 2429 1190 2 285

4403 938 5341 1189 811 2000 3341 -

58 456 90 887 149 343 20 961 1515 22 476 126 867 102 892

60 563 3690 64 253 6 337 4773 11 110 53 143 52 146

16 977 51525 68 502 1346 1040 2 386 66 116 -

2 458 420 2878 487 709 1196 1682 935

172 - 172 202 303 505 (333) -

31699 195 157 226 856 6 324 77 169 83 493 143 363 113 400

7 287 120 102 127 389 898 37 332 38230 89 159 79 177

2 482 322 2 804 364 153 517 2287 4203

- - - - - - - 1014

2074 462 2536 252 206 458 2078 1201

(3 999) 67 169 63170 16 694 50 540 67 234 (4 064) 2209

1710 6 168 7878 542 959 1501 6 377 6 258

1301 329 1630 1762 2 000 3762 (2 132) (1 758)

950 11 961 457 225 682 279 738

2225 449 2674 570 761 1331 1343 570

41 558 4051 45 609 8 786 8 022 16 808 28 801 (5351)

300 435 545 538 845 973 95 934 195 265 291 199 554 774 391 184
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Schedule of Administered items
Statement of Financial Performance

Revenue from Ordinary

Administrative and Information Services

Expenses from Ordinary

Activities Activities
2002 2001
Net Net Net
Profit Profit Profit
(Loss) (Loss) (Loss)
from from from
Total Ordinary Net Ordinary Ordinary
Receipts Revnus Activits Revnue Activits  Activits
and Receipts from Other Total before from after after
Other from Ordinary Emplyee Operating Opratng Restruc- Restruc- Restruc- Restruc-
Revenue Govt Activites Expenses Expenses Expnses turing turing turing turing
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Asset Sales Deposit Account 3961 10 142 14 103 250 13881 14 131 (28) - (28) 3010
Gaming Machines 34 399 - 34399 - 34505 34505 (106) - (106) 3610
State Government Auctions 76 836 - 76 836 - 76 892 76 892 (56) - (56) 1741
CBA Vehicles 100 529 - 100529 - 97514 97514 3015 - 3015 994
Special Acts Salaries - 1932 1932 1915 - 1915 17 - 17 -
Lands Services
Group Trust Funds 196 - 196 - 146 146 50 - 50 55
Major Administered Projects 1772 12692 14464 - 18079 18079 (3615) - (3615) (24826)
World Congress on IT 2002 8433 - 8433 880 6 894 7774 659 - 659 53
ATSIC 2809 - 2809 - 1628 1628 1181 3242 4423 -
Sport and Rec Fund - 1458 1458 - 2 037 2 037 (579) 2472 1893 -
Rec & Sport Fund 332 - 332 - 194 194 138 100 238 -
Total 229267 26224 255491 3045 251770 254815 676 5814 6490 (15363)
Statement of Financial Position
Assets Liabilities
Non- Non- 2002 2001
Current Current Total Current Current Total NET NET
Assets Assets Assets Liabilities  Liabilities Liabilities ASSETS ASSETS
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Asset Sales Deposit Account 2 440 - 2 440 475 197 672 1768 1797
Gaming Machines 3349 - 3349 2) - 2) 3351 3458
State Government Auctions 19 - 19 - - - 19 75
CBA Vehicles 11 660 - 11 660 6 697 - 6 697 4963 1949
Special Acts Salaries 70 - 70 11 25 36 34 17
Lands Services
Group Trust Funds 4 396 - 4 396 - - - 4 396 4346
Major Administered Projects 3288 - 3288 - - - 3288 6 903
World Congress on IT 2002 957 - 957 329 - 329 628 (31)
ATSIC 4423 - 4423 - - - 4 423 -
Sport and Rec Fund 1893 - 1893 - - - 1893 -
Rec & Sport Fund 238 - 238 - - - 238 -
Total 32733 - 32733 7510 222 7732 25001 18514
Statement of Cash Flows
Investing
Operating Activities Activities
Net Net Net
Cash from  Cash from Increase Cash Cash
Less: Operating Investing (Decrease) Balance as Balance as
Inflows Outflows Activities Activities  Cash Held at 1 July at 30 June
$'000 $'000 $'000 $'000 $'000 $'000 $'000
Asset Sales Deposit Account 4 000 15 893 (11 893) - (11 893) 2990 (8 903)
Gaming Machines 34 403 34 530 (127) - (127) 3469 3342
State Government Auctions 76 836 76 892 (56) - (56) 75 19
CBA Vehicles 103 833 105 612 1 779) - 1 779) 8203 6 424
Special Acts Salaries 1995 1879 116 - 116 (1942) (1 826)
Lands Services
Group Trust Funds 196 157 39 - 39 4 357 4 396
Major Administered Projects 14 467 18 468 (4 001) - (4 001) 7277 3276
World Congress on IT 2002 6 296 5422 874 - 874 83 957
ATSIC 2844 1628 1216 - 1216 3195 4411
Sport and Rec Fund 1458 2037 (579) - (579) 2472 1893
Rec & Sport Fund 332 194 138 - 138 100 238
Total 2002 246 660 262 712 (16 052) - (16 052) 30279 14 227
36. Administered Units: Remuneration of Employees 2002 2001
Amounts received or receivable by employees included under administered items $'000 $'000
whose remuneration is greater than $100 000. The amounts include salaries,
related payments and superannuation benefits 1988 2416
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36.

37.

Administered Units: Remuneration of Employees (continued) Number of  Number of
The number of employees of the Department whose remuneration falls within Employees Employees
The following bands for the year ended were:

$120 000 - $129 999
$130 000 - $139 999
$160 000 - $169 999
$190 000 - $199 999
$200 000 - $209 999
$220 000 - $229 999
$240 000 - $249 999
$250 000 - $259 999
$260 000 - $269 999
$270 000 - $279 999
$280 000 - $289 999
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During the year, one employee who transferred from the Department was a result of government administrative restructures, had
remuneration exceeding $100 000. Prior to their transfer from the Department, $79 000 was paid to this employee. This amount
has not been included in this remuneration note.

Contingent Obligations

37.1

37.2

Hindmarsh Stadium

In 1996 and 1997 the Government entered into formal arrangements with the South Australian Soccer Federation
(SASF), regarding the capital redevelopments and fit out works associated with stage 1 construction of the Stadium. The
arrangements resulted in the SASF securing two loans from an external banking institution, $4.1 million (Stage 1
Construction) and $2 million (Stage 1 Fit Out), to be applied with the government funding to the abovementioned works.

As part of the arrangements the loans of the SASF are underwritten by the Government. As such the Department is
contingently liable for the outstanding balance of the loans of the SASF. At balance date the outstanding balance of the
respective loans were $3.65 million and $1.78 million.

During the reporting period the Department met the loan obligations of the SASF, consistent with the loan and
underwriting arrangements, as follows:

Stage 1 Construction
Payments relating to the loan obligations totalling $421 500 ($409 500). Interest totalling $182 500 ($122 500) was
charged during the reporting period. These amounts are recoverable from the SASF.

Stage 1 Fit Out
Payments relating to the loan obligations totalling $194 500 ($195 000). Interest totalling $62 000 ($39 500) was charged
during the reporting period. These amounts are recoverable from the SASF.

Netball Stadium - ETSA Park

In 1997 the Government entered into formal arrangements with the South Australian Netball Association (SANA),
regarding the construction of a netball stadium at Mile End. The arrangements resulted in the SANA securing a loan of
$3.5 million from an external banking institution to be applied with Government funding toward the stadium construction.

As part of the arrangements the loan of SANA is underwritten by the Government. As such the Department is
contingently liable for the outstanding balance of the loan of the SANA. At balance date the outstanding balance of the
loan was $3.3 million.

During the reporting period the SANA met its loan obligations and the Department was not required to underwrite any
payment shortfalls.
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FUNCTIONAL RESPONSIBILITY AND STRUCTURE

The State Supply Board, a statutory authority established under the State Supply Act 1985 (the Act), is principally
responsible for providing a framework for public sector supply.

An amendment to the Act was effected in January 2002. The important aspect of the amendment is to extend the
definition of supply operations to cover not only goods but also services and other commaodities, namely energy
and intellectual property. In so doing the amendment makes it clear that the Board’s statutory ambit regarding
supply operations covers public authorities in relation to the management, procurement, disposal and control of
goods and services.

The Board is also responsible for the purchase and on selling of gaming machines under the Gaming Machines
Act 1992.

The Board comprises six members appointed by the Governor and, except as provided by the Act, is not subject
to ministerial control and direction. The Board receives policy, administrative and financial accounting support
from the Department for Administrative and Information Services (DAIS). The Contract Services Business Unit
within DAIS administers the strategic and complex whole-of-government contracts on behalf of the Board.

AUDIT MANDATE AND COVERAGE

Audit Authority

Subsection 21(2) of the State Supply Act 1985 provides that the accounts of the Board must be audited at least
once in every year by the Auditor-General.

Scope of Audit

During 2001-02 specific areas of Audit attention included:

. Supply Operations framework
. contract management

. expenditure

. salaries

. Board Minutes.

The accounts and financial transactions of the Board are maintained and processed by DAIS. In addition, in
relation to the contract management activity, the Contract Services Business Unit of DAIS undertakes certain
aspects of this activity on behalf of the Board.

Audit reviews of the financial operations and contract management activity of the Board was covered as part of
the examination of the operations, systems and processes of DAIS.

AUDIT FINDINGS AND COMMENTS
The review of the accounts and financial transactions of the Board revealed a generally satisfactory position.

Previous reports have included comment concerning the legal, regulatory and policy framework for procurement
in the South Australian public sector. The issues of importance that have been the subject of comment have
included the matter of doubt concerning the statutory ambit of the Board’s functions regarding the procurement of
‘services’ as distinct from ‘goods’ and the limited instructive guidance available to agencies concerning best
practice procurement policies and procedures.

As mentioned the State Supply Act 1985 was amended, effective from January 2002. The amendment made it

clear that the Board’'s functions extended to ‘services’ procurement. In addition, the Board has recently
commenced the promulgation of various procurement guidelines.
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Last year's Report also indicated that audit review in 2001-02 would be directed to the quality of execution of
aspects of the tendering and contracting components of the procurement process cycle undertaken within
agencies.

These reviews have either been completed or are in the process of finalisation. Where appropriate, issues
identified by Audit have been communicated in management letters to the applicable government agencies and
have been included in respective agency commentary in Part B of this Report.

Audit intends in the immediate future, to communicate to the Board matters arising from the various reviews, that
may need to be considered and addressed by the Board because of their significance and/or government wide
implications. Following that communication and consideration process and notification from the Board on any
remedial actions, these matters will be presented in a separate Report to Parliament.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the State Supply
Board included an assessment of the controls exercised in relation to the receipt, expenditure and investment of
money, the acquisition and disposal of property and the incurring of liabilities. The assessment also considered
whether those controls were consistent with the prescribed elements of the Financial Management Framework as
required by Treasurer’s Instruction 2 ‘Financial Management Policies’.

Audit formed the opinion that the controls exercised by the State Supply Board in relation to the receipt,
expenditure and investment of money; the acquisition and disposal of property; and the incurring of liabilities,
were sufficient to provide reasonable assurance that the financial transactions of the organisation were
conducted properly and in accordance with law.
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Statement of Financial Performance for the year ended 30 June 2002

State Supply Board

2002 2001
Note $'000 $'000
REVENUE FROM ORDINARY ACTIVITIES:
Appropriation for operating purposes 2.3 423 423
Interest on cash at bank 14 10
Total Revenue 437 433
EXPENSES FROM ORDINARY ACTIVITIES: 2.4
Employee expenses 3 106 164
Administration expenses 3,4 232 135
Other expenses from ordinary activities 3 20 30
Total Expenses 358 329
SURPLUS FROM ORDINARY ACTIVITIES 79 104
TOTAL CHANGES IN EQUITY OTHER THAN THOSE RESULTING FROM
TRANSACTIONS WITH THE STATE GOVERNMENT AS OWNER 79 104
Statement of Financial Position as at 30 June 2002
2002 2001
Note $'000 $'000
CURRENT ASSETS:
Cash 5 306 310
Other 6 1 38
Total Current Assets 307 348
NON-CURRENT ASSETS:
Fit outs 7 6 19
Total Non-Current Assets 6 19
Total Assets 313 367
CURRENT LIABILITIES:
Provisions 8 - 12
Accrued Sundry Expenses 9 10 110
Prepayments 9 - 6
Total Current Liabilities 10 128
NON-CURRENT LIABILITIES:
Provisions 8 - 15
Total Non-Current Liabilities - 15
Total Liabilities 10 143
NET ASSETS 303 224
EQUITY:
Accumulated surplus 13 303 224
TOTAL EQUITY 303 224
Statement of Cash Flows for the year ended 30 June 2002
2002 2001
Inflows Inflows
(Outflows)  (Outflows)
CASH FLOWS FROM OPERATING ACTIVITIES: Note $'000 $'000
Receipts from appropriation 423 423
Interest received 14 10
Payments to suppliers and employees (441) (204)
Net Cash (used in) provided by Operating Activities 12(b) (4) 229
NET (DECREASE) INCREASE IN CASH HELD 4) 229
CASH AT 1 JULY 310 81
CASH AT 30 JUNE 12(a) 306 310

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. Purpose of the Board
The Board’s mission is:

To guide, manage and control the supplies acquisition, management, distribution and disposal activities of public authorities by
direct action on behalf of agencies, where appropriate, and by the development and promulgation of supply policies and guidelines

for application by those agencies subject to the State Supply Act 1985.
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2.

Statement of Significant Accounting Policies

2.1

2.2

2.3

2.4

2.5

2.6

2.7

2.8

2.9

2.10
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Basis of Accounting

The accounts have been prepared in accordance with Statements of Accounting Concepts, Australian Accounting
Standards, Urgent Issues Group Consensus Views, and in accordance with Treasurer's Instructions and Accounting
Policy Statements issued pursuant to the Public Finance and Audit Act 1987.

The accounts have been prepared on the basis of historical cost and do not take into account changing money values or,
except where stated, current valuation of non-current assets. The accounting policies have been consistently applied
unless otherwise stated.

The Board’s principal source of funds is monies appropriated by Parliament. Appropriations are recognised as revenues
in the period in which the Board gains control of the appropriated funds.

Gaming Machines

The State Supply Board is also responsible for the purchase and on-selling of gaming machines under the Gaming
Machine Act 1992. Administration of the responsibilities of the Board is undertaken by the Contract Services Business
Unit of the Department for Administrative and Information Services (DAIS).

Appropriations 2002 2001
Reconciliation of appropriations to government revenues: $'000 $'000
Total appropriations 423 423

Total Government Revenues 423 423

Expenses from Ordinary Activities
During the year the small staff compliment of the Board was reduced to nil. The Board is now completely serviced for
policy, administrative and financial accounting matters by DAIS under a fee for service arrangement.

The introduction of the changed staffing and service support arrangements has resulted in the following:

. Reduced ‘employee expenses’ as reflected in the Statement of Financial Performance due to staff number
decrease and write back of employee entitlement provision, as recorded in the Statement of Financial Position
as at 30 June 2001.

. Increased ‘Administrative Expenses’ as a consequence of an increase in the fee for service arrangement with
DAIS, as reflected in the Statement of Financial Performance.

Non-Current Assets

Cost and Valuation

Fit outs have been brought to account at cost or valuation. The gain or loss on disposal of all non-current assets is
determined as the difference between the carrying amount of the asset at the time of disposal and the proceeds of
disposal, and is recorded as revenue or expense in the year of disposal.

Depreciation
All non-current assets, excluding freehold land, are depreciated using the straight line method over their useful lives
commencing from the time the asset is held ready for use.

Employee Entitlements

As at 30 June 2001 the provision for long service leave has been determined for the Board’s employees who have
completed eight or more years of service and includes an allowance for employee on-costs. This policy is consistent with
the requirements of Australian Accounting Standard AAS 30 ‘Accounting for Employee Entitlements’.

As at 30 June 2002 the Board employed no staff. As a consequence no employee entitlement provisions have been
recognised. Refer Note 2.4

Superannuation
During 2001-02, amounts paid or payable by the Board to the Department of Treasury and Finance towards the accruing
government liability for superannuation in respect of its employees was $14 100 ($11 500).

Accommodation

The Board occupies leased premises administered by the Department for Administrative and Information Services.
Payments during the year to the Real Estate Management Unit for leasing and associated services amounted to $5 600
($5 800).

Consulting

The Board has paid $Nil ($55 900) for expenditure on consultants to assist the Board in the conduct of
whole-of-government reviews of supply activities, including the whole-of-government Procurement Review. These costs
are included in the operating expenses in the financial statements.

Leases

Operating Leases

For operating leases (being those where the lessor retains substantially all the risks and benefits incidental to ownership
of the leased assets), the State Supply Board has brought the lease rental payments to account as an expense in the
Statement of Financial Performance.

Receivables, Accounts Payable and Borrowings

Trade accounts receivables are settled within 30 days and are carried at amounts due. A provision is raised for any
doubtful debts based on a review of all outstanding amounts at balance date. Bad debts are written off in the period in
which they are identified.

Trade accounts payable, including accruals not yet billed, are recognised when the Board becomes obliged to make

future payments as a result of a purchase of assets or services. Trade accounts payable are generally settled within
30 days.
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2.12 Goods and Services Tax

The Department for Administrative and Information Services (DAIS) prepares a Business Activity Statement on behalf of
the Board under the grouping provisions of the GST legislation. Under these provisions, DAIS is liable for the payments
and entitled to the receipts of GST. As such, the GST applicable to the Board forms part of the Statement of Financial

Position and Statement of Cash Flows of DAIS.

Surplus from Ordinary Activities 2002 2001
Surplus has been arrived at after: Note $'000 $'000
Debiting as Expenses
Administration:
Salaries and related payments 106 164
Administration expenses 232 135
338 299
Other expenses:
Accommodation and power 2.8 7 6
Depreciation 13 24
20 30
358 329
Auditors’ Remuneration
Estimated amounts payable to the auditors of the State Supply Board 10 5
Cash
Cash held with Treasury 306 310
Other Current Assets
Accrued revenue 1 38
(@) Fitouts
In leased buildings:
At cost 122 121
Less: Accumulated depreciation 116 102
Total Fitouts 7(b) 6 19
(b) Reconciliation of Carrying Amount Accumulated
Fitouts Depreciation Balance
$'000 $'000 $'000
Carrying value at beginning of year 122 103 19
Disposals (103) (103) -
Depreciation expense - 13 13
Balance at 30 June 2002 19 13 6
Provisions 2002 2001
Current: Note $'000 $'000
Annual leave - 12
Non-Current:
Long service leave 2.6 - 14
Workers compensation - 1
- 15
Other Current Liabilities
Accrued sundry expenses 10 110
Trade creditors - 1
Prepayments - 5
10 116
Operating Lease Commitments 2.10
Not later than one year 6 6
Later than one year and not later than five years - -
Later than five years - -
6 6
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11. Related Party Disclosures
During the year the following persons occupied the position of Board member (or Deputy Board Member) of the State Supply
Board:
Mr B Miller (Chair) Ms F Miller*
Ms P Crook * Mr L Oxlad *
Ms J Deveraux (resigned effective 26.10.01) Ms J Riedstra *
Mr P Gardner* Mr G Spence*
Mr P Jackson* Mr L Thompson *

* The term of appointment relating to these members expired on 12 April 2002. Their reappointment was approved by the

Governor effective from 1 August 2002.

During the period, a total of $22 900 ($29 200) was paid to Board Members in Board fees.

Transactions between related parties are on normal commercial terms and conditions no more favourable than those available to

other parties unless otherwise stated.

12. Notes to the Statement of Cash Flows 2002 2001
For the purpose of the Statement of Cash Flows cash is Cash at Bank $'000 $'000
(@) Reconciliation of Cash

Cash 306 310
(b) Reconciliation of Surplus to Net Cash provided by Operating Activities
Surplus 79 104
Non cash flows in surplus:
Depreciation 13 25
Change in assets and liabilities:
(Decrease) Increase in trade creditors 1) 1
Decrease in accrued revenue 37 -
(Decrease) in prepayment (5) -
(Decrease) Increase in accrued expenses (23) 8
(Decrease) Increase in accrued salaries and wages 77) 77
(Decrease) Increase in provision for annual leave (12) 11
(Decrease) Increase in provision for long service leave (14) 2
(Decrease) Increase in provision for Workers Compensation (1) 1
Net Cash (used in) provided by Operating Activities 4) 229

13. Movement in Equity
Items relating to the Net Change in Equity:

Opening retained earnings 224 120
Current year surplus 79 104
Accumulated surplus 303 224
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MINISTER FOR EDUCATION AND CHILDREN'S SERVICES;
MINISTER FOR EMPLOYMENT, TRAINING AND FURTHER EDUCATION;
MINISTER FOR YOUTH

PORTFOLIO — EDUCATION, TRAINING AND EMPLOYMENT

INTRODUCTION

This section of this Part of the Report contains the financial statements of, and comments concerning, the
operations of those agencies under the direction and control of the following Ministers, namely:

Minister for Education and Children’s Services
Minister for Employment, Training and Further Education
Minister for Youth

The agencies included herein relating to the portfolio of Education, Training and Employment are:

Construction Industry Training Board

Education, Training and Employment — Department of
Flinders University of South Australia

University of Adelaide

University of South Australia
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CONSTRUCTION INDUSTRY TRAINING BOARD

FUNCTIONAL RESPONSIBILITY AND STRUCTURE

The Construction Industry Training Board (the Board), is a body corporate established under the Construction
Industry Training Fund Act 1993.

The Board’s principal responsibility is to manage the Construction Industry Training Fund. This involves the
imposition and collection of a levy on construction projects and the coordination of appropriate training plans and
programs for the building and construction industry.

The Board also acts as a principal adviser to the relevant South Australian and Federal Ministers on any matter
relating to training in the building and construction industry.

The Board’s organisational structure is shown in the following diagram.

Housing Sector Commercial Sector
Standing Board Standing
Subcommittee Subcommittee
- . Civil Sector

Specialist Services Standing

Working Party

Subcommittee

Chief Executive

Officer
General
Construction Stream
Committee
Training c i Finance and
Development ompliance Administration

SIGNIFICANT FEATURES

. Industry levies were $8.1 million, an increase of $1.4 million, 20.7 percent.

. Training and related expenditure was $7.4 million ($6.3 million).

AUDIT MANDATE AND COVERAGE
Audit Authority

Subsection 16(2) of the Construction Industry Training Fund Act 1993 specifically provides for the
Auditor-General to audit the accounts of the Board in respect of each financial year.

Scope of Audit

The audit program covered all major business cycles and was directed primarily towards obtaining sufficient
evidence to enable an audit opinion to be formed with respect to the financial statements and internal control.
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During 2001-02 specific areas of audit attention included:

. levy collection, including compliance with legislative requirements

. expenditure, including accounts payable, corporate credit card usage and salaries and wages

. training expenditure, including the sufficiency of the procedures associated with the acquittal of funds
paid.

Audit Communications to Management

An audit management letter outlining the scope and findings of the audit was forwarded to the Chief Executive
Officer and a satisfactory response detailing the Board’s resolution of all matters raised has been received.

AUDIT FINDINGS AND COMMENTS
Commentary on General Financial Controls

While the review of the specific areas of financial activity revealed a satisfactory standard of accounting, record
keeping and control, a number of suggestions were made to strengthen the Board's acquittal procedures for
training claims particularly under the User Selected Funding mechanism.

Commentary on Legislative Review

In accordance with section 38 of the Construction Industry Training Fund Act 1993 the Minister must, as soon as
practicable after 1 January 2003, appoint an independent person to carry out an investigation and review
concerning the effectiveness of the Board and its attainment of the objectives of the Act. Audit will report on the
outcome of the Minister’s review in subsequent reports.

Commentary on Computer Information Systems (CIS) Environment

The Board utilises a small network of personal computers. During the year the Board implemented a new Levy
and Training Administration System for use in the processing and authorising of User Selected Funding training
claims. The audit included a review of the control environment over this system and subsequent
recommendations were made to enhance the control environment. The Board has advised that all
recommendations are being actioned.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the Construction
Industry Training Board included an assessment of the controls exercised in relation to the receipt, expenditure
and investment of money, the acquisition and disposal of property and the incurring of liabilities. The assessment
also considered whether those controls were consistent with the prescribed elements of the Financial
Management Framework as required by Treasurer’s Instruction 2 ‘Financial Management Policies’.

Audit formed the opinion that the controls exercised by the Construction Industry Training Board in relation to the
receipt, expenditure and investment of money; the acquisition and disposal of property; and the incurring of
liabilities, were sufficient to provide reasonable assurance that the financial transactions of the organisation were
conducted properly and in accordance with law.

INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS

Statement of Financial Performance

Income from industry levies was $8.1 million, an increase of $1.4 million. Levies from the housing sector of
$4.2 million ($2.8 million) accounted for this increase. The increase in industry levies in the housing sector reflect

the level of activity in this sector during 2001-02.

Housing Sector funds not utilised at 30 June 2002 accounted for 61.8 percent of the accumulated surplus of
$5.3 million.
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Housing Commercial Civil 2002 2001
Sector Sector  Sector Other Total Total
REVENUES FROM ORDINARY ACTIVITIES: Note $'000 $'000 $'000 $'000 $'000 $'000
Industry levies 4 206 2763 1130 - 8 099 6712
Interest on deposits 156 117 48 1 322 421
Grants 3(a) - - - 143 143 134
Proceeds from disposal of assets 3(b) 44 32 13 - 89 48
Other 9 6 3 - 18 36
Total Revenues 4 415 2918 1194 144 8671 7 351
EXPENSES FROM ORDINARY ACTIVITIES:
ADMINISTRATION EXPENSES:
Salaries and related payments 204 153 63 - 420 423
Bad debt expense - 3 - - 3 -
Collection Agents fees 48 9 - - 57 61
Depreciation 4(a) 62 47 20 - 129 108
Occupancy 30 23 9 - 62 58
Other 227 170 70 - 467 331
Total Administration Expenses 571 405 162 - 1138 981
TRAINING RESEARCH ACCESS AND EQUITY
EXPENSES:
Salaries and related payments 99 83 64 - 246 228
Promotion 63 48 38 - 149 204
Training claims 4(b) 3087 2 667 1029 - 6 783 5676
Other 46 38 14 - 98 61
Access and equity 20 24 37 - 81 124
Research 32 21 21 - 74 50
Total Training Research Access
and Equity Expenses 3347 2881 1203 - 7431 6343
GRANT EXPENSES:
Salaries and related payments - - - 109 109 120
Depreciation 4(a) - - - 20 20 16
Promotion and occupancy - - - 11 11 10
Other - - - 47 47 35
Total Grant Expenses - - - 187 187 181
Total Expenses 3918 3286 1365 187 8 756 7 505
NET OPERATING (DEFICIT) SURPLUS FROM ORDINARY ACTIVITIES 497 (368) (171) (43) (85) (154)
TOTAL CHANGES IN EQUITY OTHER THAN THOSE RESULTING FROM
TRANSACTIONS WITH THE STATE GOVERNMENT AS OWNER 17 497 (368) (171) (43) (85) (154)
Statement of Financial Position as at 30 June 2002
2002 2001
CURRENT ASSETS: Note $'000 $'000
Cash assets 284 345
Receivables 5 846 654
Investments 6 6 744 6 463
Total Current Assets 7874 7 462
NON-CURRENT ASSETS:
Property, plant and equipment 7(a) & (b) 379 502
Total Non-Current Assets 379 502
Total Assets 8 253 7 964
CURRENT LIABILITIES:
Training expenditure approved but not yet paid 8 1015 663
Payables 145 142
Employee entitlements and related provisions 9 87 111
Total Current Liabilities 1247 916
NON-CURRENT LIABILITIES:
Employee entitlements and related provisions 10 57 14
Total Non-Current Liabilities 57 14
Total Liabilities 1304 930
NET ASSETS 6 949 7034
ACCUMULATED FUNDS:
Reserve 17 1614 1718
Accumulated funds 17 5335 5 316
TOTAL ACCUMULATED FUNDS 6 949 7034
Commitments 11
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Statement of Cash Flows for the year ended 30 June 2002

2002 2001
Inflows Inflows
CASH FLOWS FROM OPERATING ACTIVITIES: (Outflows)  (Outflows)
RECEIPTS: Note $'000 $'000
Industry training levies 7911 6 631
Interest received 32 27
Other 10 48
Grant from Government 158 137
GST refund from Australian Taxation Office 590 459
Total Receipts 8 701 7 302
PAYMENTS:
Payments to employees and suppliers (1484) (1 471)
Training, access and equity expenditure (7 089) (6 266)
Grants (173) (168)
Total Payments (8 746) (7 905)
Net Cash used in Operating Activities 18.2 (45) (603)
CASH FLOWS FROM INVESTING ACTIVITIES:
RECEIPTS:
Proceeds from term deposits 40 768 39 465
Proceeds from sale of plant and equipment 98 48
Total Receipts 40 866 39513
PAYMENTS:
Payment for term deposits (40 748) (38 217)
Payment for plant and equipment (134) (388)
Total Payments (40 882) (38 605)
Net Cash (used in) provided by Investing Activities (16) 908
NET (DECREASE) INCREASE IN CASH HELD (61) 305
CASH AT 1 JULY 345 40
CASH AT 30 JUNE 18.1 284 345
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
1. General
1.1 Objectives
The Board’s responsibilities include:
. management and administration of the Construction Industry Training Fund and the South Australian
Construction Industry Training Advisory Body;
. to act as a principal adviser to the Minister for Employment, Training and Further Education and the Minister for
Education, Science and Training for the Commonwealth on training related matters for the Building and
Construction Industry in South Australia;
. preparation of training plans;
. co-ordination of training and review and evaluation of employment related training programs.
The Fund collects revenue by way of a levy of 0.25 percent of the value of building and construction work. This revenue
is invested back into the industry in the form of expenditure on training.
2. Summary of Accounting Policies
2.1 General System of Accounting Underlying the Financial Statements
The general purpose financial statements have been prepared in accordance with Statements of Accounting Concepts,
applicable Accounting Standards issued in Australia, Urgent Issues Group Consensus Views, the Treasurer’s Instructions
for Authorities and Accounting Policy Statements issued pursuant to the Public Finance and Audit Act 1987 and the
requirements of the Construction Industry Training Fund Act 1993. The following is a summary of the significant
accounting policies adopted by the Board in the preparation of the accounts.
The accrual accounting basis has been used for the preparation of the financial statements whereby items are brought to
account as they are earned or incurred and included in the statements for the accounting periods to which they relate.
The accounts are prepared on the basis of historical cost and are not adjusted to take account of either changing money
values or current valuations of non-current assets unless otherwise disclosed in these notes.
2.2 Income Recognition

Industry levies are recognised as income when the Board obtains control of the levies. Control is normally obtained upon
their receipt by the Board or its collection agents.

Interest income is recognised as it accrues.
Grant monies for specific projects are recognised as revenue in the financial year when monies are received, in
accordance with Department of Treasury and Finance Accounting Policy Statement APS 11 ‘Contributions’. However,

where specific conditions relating to the grant are not met and the amount is required to be repaid, a liability is recognised
in the Statement of Financial Position as a result of a present obligation arising to the grantor.
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2.12

2.13

Construction Industry Training Board

Depreciation
Depreciation of assets is calculated on a straight line basis for each class of depreciable asset so as to write-off the cost
of the asset over its expected useful life.

The depreciation rates used for each class of depreciable asset are set out as follows:

. furniture and fittings 20 percent and 12.5 percent
. computer equipment 25 percent
. office machines 20 percent
. motor vehicles 15 percent

Recoverable Amount of Non-Current Assets
Non-current assets are written down to recoverable amount where the carrying value of any non-current asset exceeds
recoverable amount.

Income Tax
The Board is exempt from Income Tax in terms of subsection 23(d) of the Income Tax Assessment Act 1936, as
amended.

Employee Entitlements

Provision has been made in the financial statements, where stated, for the Board's liability for employee entitlements
arising from services rendered by employees to balance date. Related on-costs consequential to the employment of
employees (viz, workers compensation insurance premiums and payroll tax) have been included in the determination of
the liability. Payroll tax and workers compensation insurance premiums are classified as payables.

Annual Leave
Provision has been made for the unused component of annual leave at balance date. The provision has been calculated
at nominal amounts based on current salary rates and includes an allocation of relevant on-costs recorded as payables.

Sick Leave
No provision has been made in respect of sick leave. As sick leave taken by employees is considered to be taken from
the current year’s accrual, no liability is recognised.

Long Service Leave

In calculating long service leave entitlements the Board has used a benchmark of five years as it more accurately reflects
the long service leave liability. The provision includes employer superannuation contributions. Related on-costs are
reported as payables.

Superannuation
The Board has contributed 8 percent of employees’ base salary into a prescribed superannuation fund. This amount
represents the Board’s full liability for superannuation for the year.

Creditors and Accrued Expenses
The Board has brought to account accrued expenses at year end.

Leases

The Board leases premises and equipment for its administrative and operating activities. The leases are classified as
non-cancellable operating leases and lease payments are included as expenditure in equal instalments over the
accounting periods covered by the respective lease terms.

Accrued Levy Income
Accrued levy income includes all amounts held by collection agents at balance date.

Training Expenditure Approved but Not Yet Paid

Training expenses are recognised as an expense in the financial year that the expenditure was approved. The balance
of unexpended training approval is included in the Statement of Financial Position as ‘Training expenditure approved but
not yet paid’.

Sector Allocation of Income and Expenditure
The following income and expenditure items have been allocated between sectors based on the level of Industry Levy
Income and Training Expenditures:

. interest income

. other income

. salaries and related payments

. depreciation

. gain on disposal of non-current assets
. promotion and occupancy costs

. other administration costs

Industry levy income, collection agents fees, sector administration fees, and training, access and equity expenditures
have been allocated between sectors based on actual amounts received/incurred for that sector.

Receivables

Receivables in respect of accrued levy income and debtors are due for settlement within 30 days and are recorded at
their recoverable amount. At the end of each reporting period the receivable balances are reviewed and a provision is
raised in respect of any balance where recovery is considered doubtful.

Investments
Investments represent investments in term deposits. Interest income is brought to account on an accruals basis.
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2.14 Accounting for the Goods and Services Tax (GST)
In accordance with the requirements of UIG 31 ‘Accounting for the Goods and Services Tax (GST)’, revenues, expenses
and assets are recognised net of the amount of GST except that:
. the amount of GST incurred by the Board as a purchaser that is not recoverable from the Australian Taxation
Office is recognised as part of the cost of acquisition of an asset or as part of an item of expense;
. receivables and payables are stated with the amount of GST included.
The net GST receivable/payable to the Australian Taxation Office has been recognised as a receivable/payable in the
Statement of Financial Position.
Cash flows are reported on a gross basis in the Statement of Cash Flows. The GST component of the cash flows arising
from investing activities, which are recoverable from or payable to, the Australian Taxation Office have however been
classified as investing cash flows.
3. Operating Revenues
(a) Grants
The Board receives funding of $116 000 per annum from the Department for Education, Training and Employment to
perform its Industry Training Advisory Body (ITAB) functions. At balance date the Board has contracted with the
Department to receive funding covering the quarter to the end of September 2002. It is not certain whether any additional
funding will be received after this date.
(b) Proceeds and Expenses from Sale of Assets 2002 2001
$'000 $'000
Non-financial assets - Plant and equipment
Revenue (proceeds) from sale 89 48
Expense from sale 97 43
(8) 5
4. Operating Expenses
(@) Depreciation
The aggregate amounts of depreciation expensed during the reporting period for each class of depreciable asset are as follows:
Furniture and fittings 4 5
Computer equipment 126 100
Office machines 4 4
Motor vehicles 15 15
Total 149 124
(b) Write Back of Training Contract Amounts

Training contract amounts which were unspent from previous Annual Training Plan years have been written back and are

included in training claims expenditure. The amounts written back are as follows:

Write back of training expenses 205 9
Current Receivables 2002 2001
The receivables due to the Board at balance date comprise: $'000 $'000 $'000
Accrued levy income 547 444
Accrued interest 10 21
Prepayments 15 6
Trade debtors 119
Less: Allowance for doubtful debts (1)
118 40
Sundry debtors 16 6
GST receivables 140 137
Total Current Receivables 846 654
Current Investments 2002 2001
The investments of the Board at balance date comprise: $'000 $'000
Westpac Term Deposits 1623 -
National Australia Bank term deposits 5121 6 463
Total Current Investments 6 744 6 463
Property, Plant and Equipment 2002 2001
(@) Plant and Equipment: $'000 $'000 $'000
Furniture and fittings at cost 31
Less: Accumulated depreciation (26)
5 17
Computer equipment at cost 554
Less: Accumulated depreciation (277)
277 375
Office machines at cost 25
Less: Accumulated depreciation (8)
17 13
Motor vehicles at cost 85
Less: Accumulated depreciation (5)
80 97
Total Plant and Equipment 379 502
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(b) Analysis of Plant and Equipment Furniture ~ Computer Office Motor
And Fittings  Equipment Machines Vehicles Total
$'000 $'000 $'000 $'000 $'000
Gross value at 1 July 2001 66 609 27 108 810
Additions - Purchase of assets - 27 13 83 123
Disposals (35) (82) (15) (106) (238)
Gross value at 30 June 2002 31 554 25 85 695
Accumulated depreciation as at 30 June 2001 49 234 14 11 308
Disposals 27) (83) (10) (21) (141)
Depreciation charge for the year 4 126 4 15 149
Accumulated depreciation at 30 June 2002 26 277 8 5 316
Net Book Value as at 30 June 2002 5 277 17 80 379
Net Book Value as at 1 July 2001 17 375 13 97 502
Training Expenditure Approved but Not Yet Paid 2002 2001
$'000 $'000
Housing sector 490 305
Commercial sector 340 252
Civil sector 185 106
1015 663
Current Provision
Provision for employee entitlements:
Accrued salaries and superannuation 21 17
Long service leave 14 56
Annual leave 52 38
87 111
Non-Current Provision
Provision for employee entitlements:
Long service leave 57 14
Expenditure Commitments
Lease commitments:
Operating leases:
Not later than one year 86 78
Later than one year but not later than five years 350 13
Later than five years 7 -
Aggregate lease expenditure contracted for at balance date but not provided for (including GST) 443 91
GST included in the Operating Lease commitments 40 8

The leases for office accommodation are non-cancellable leases, with rental payable monthly in advance. Lease payments are

subject to an annual increase of 4 percent.

Auditors’ Remuneration

Amounts receivable by the auditors for auditing the accounts 24 23
Remuneration of Directors
Total income received, or due and receivable during the financial year, by Directors was $17 000 ($17 000).
2002 2001
Number of  Number of
The number of Directors whose income from the entity falls within the following band is: Directors Directors
$0 - $20 000 1 1

Prescribed benefits given by the Board to a prescribed superannuation fund or otherwise in connection with the retirement of a

Director was $1 395.

Remuneration of Executives 2002
Employees received remuneration in the year in the following band: Number of
Executive

$100 000 - $110 000 -
$110 001 - $120 000 1
Consultant Fees 2002
$'000

Total expenditure on consultants 33

2001
Number of
Executive
1

2001
$'000
50

Related Party Disclosures
16.1 Directors of the Construction Industry Training Board
The Directors of the Construction Industry Training Board appointed for the period 1 July to 30 June 2002:

Richard McKay Chairperson Christopher Michelmore
Susan Frazer Martin O'Malley

Robert Stewart Graeme Lawler

Trevor Trewartha Anne Howe

Brenton Gardner Stephen Hall

Robert Geraghty
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17.

18.

19.

16.2 Transactions with Director-Related Entities
The following related party transactions occurred during the financial year:
@) Three of the Directors are Deputy Directors of Construction Benefit Services (CBS) and one Deputy Director is
a Director of CBS from whom the Construction Industry Training Board leases premises for its operating
activities under normal terms and conditions.

(b) During the year training funds were allocated to associated entities of the Directors of the Construction Industry
Training Board. Such transactions were within terms and conditions no more favourable than those available
on similar transactions to other parties.

Equity
The purpose of this note is firstly to explain the nature of individual reserves and secondly to explain movements in these amounts
during the period.

Accumulated Surplus (Deficit) Housing Commercial Civil 2002 2001
Sector Sector Sector Other Total Total
$'000 $'000 $'000 $'000 $'000 $'000
Balance at 1 July 2786 964 1589 (23) 5316 5 468
Transfer (to) from - Strategic Reserve 12 75 17 - 104 2
Surplus (deficit) for the year 497 (368) (171) (43) (85) (154)
Balance at 30 June 3295 671 1435 (66) 5335 5316

Reserve

The Board has provided for a reserve to address any strategic needs that may arise which the Board considers warrant an
allocation of funds.

In developing its policy in 2001-02 for the maintenance of a strategic reserve, the Board has reviewed the level of the reserve. The
Board has decided to reduce the level of its strategic reserve in accordance with its annual policy review.

2002 2001
$'000 $'000
Strategic reserve 1614 1718

Notes to the Statement of Cash Flows

18.1 Reconciliation of Cash
For the purposes of the Statement of Cash Flows, the Board considers cash to include cash on hand and in banks and
investments readily convertible to cash within two working days.

Cash at the end of the reporting period, as shown in the Statement of Cash Flows, is reconciled to the related items in the
Statement of Financial Position as follows:

2002 2001
$'000 $'000
Cash on hand and at bank 240 302
Term deposits 44 43
284 345

18.2 Reconciliation of Net Operating (Deficit) Surplus from Ordinary Activities to Net Cash

(used in) provided by Operating Activities

Net operating (deficit) surplus from ordinary activities (85) (154)
Depreciation 149 124
Bad Debts Expense 3 -
Interest on term deposits (302) (407)
Increase in annual leave provision 14 3
Increase in long service leave provision 1 37
(Increase) in debtors and accrued levy income (191) (52)
(Increase) Decrease in prepayments 9) 12
Decrease in accrued interest 11 14
Increase in creditors and accrued expenses 7 45
Loss (Gain) on disposal of assets 8 5)
(Increase) in GST paid 3) (137)
Increase (Decrease) in training liability 352 (83)
Net Cash used in Operating Activities (45) (603)

Financial Instruments

€) Accounting Policies and Terms and Conditions Affecting Future Cash Flows
Financial Assets
Cash deposits are recognised at their nominal amounts, interest is credited to revenue as it accrues. Interest is earned
on a daily balance at the prevailing daily rate for money on call and is paid at month end.

Receivables are generally settled within 30 days and are carried at amounts due. Credit terms are net 30 days. A
provision is raised for any doubtful debts based on a review of all outstanding amounts at balance date. Bad debts are
written off in the period in which they are identified.

Term deposits are recognised at cost. Interest is accrued as it is earned. Term deposits are with the Board’s bank with
interest being paid on maturity.

58



(b)

(©)

(d)

Construction Industry Training Board

Financial Liabilities

Accounts payable and training expenditure approved but not yet paid are recognised when the Board becomes obliged to
make future payments as a result of a purchase of assets or services at their nominal amounts. Accounts are generally
settled within 30 days.

Credit Risk Exposures
The credit risk on the Board’s financial assets which have been recognised in the Statement of Financial Position is
generally the carrying amount, net of any provision for doubtful debts.

The Board is of the opinion that it does not have any material credit risk exposure to any single debtor or group of
debtors.

Interest Rate Risk Exposures
The Board’s exposure to interest rate risk and the effective weighted average interest rate for each class of financial
assets and financial liabilities is set out as follows:

Fixed
Weighted Floating Interest Non-
Average Interest Maturing Interest 2002 2001
Interest Rate Rate within 1 year Bearing Total Total
Financial Assets: Percent $'000 $'000 $'000 $'000 $'000
Cash 3.62 284 - - 284 345
Receivables - - 846 846 654
Investments 4.41 - 6 744 - 6 744 6 463
284 6 744 846 7 874 7 462
Financial Liabilities:
Training expenditure approved but not paid - - 1015 1015 663
Creditors and accrued expenses - - 145 145 142
Net Financial Assets (Liabilities) 284 6 744 (314) 6714 6 657

Net Fair Value of Financial Assets and Liabilities
The net fair value of financial assets and financial liabilities of the Board approximates their carrying value.
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DEPARTMENT OF EDUCATION, TRAINING AND EMPLOYMENT

FUNCTIONAL RESPONSIBILITY AND STRUCTURE
The Department is an administrative unit established pursuant to the Public Sector Management Act 1995.

The mission of the Department is to provide high quality learning, teaching, care, employment and youth services
within an integrated, responsive and supporting learning organisation which strives for continuous improvement
in service and performance.

This is the final general purpose financial report for the Department. With effect from 1 July 2002 the Department
of Education, Training and Employment (DETE) changed its name to the Department of Education and Children’s
Services. In addition, a new administrative unit titled the Department of Employment, Further Education, Science
and Small Business was established on 1 July 2002 that comprised a number of former units within the
Department of Education, Training and Employment.

SIGNIFICANT FEATURES

. Net cost of services was $1.5 billion, an increase of 2 percent.

. Revenues from the State Government were $1.5 billion (comprising recurrent appropriations $1.4 billion
and capital appropriations $92 million).

. Employee expenses totalled $1.4 billion or 69 percent of the total cost of services.

. Commonwealth grants, $273 million, represented 58 percent of total operating revenues.

. The written down value of the Department’s non-current assets is $2.1 billion.

. The liability for employee entitlements is $438 million, an increase of $35.1 million, 8.7 percent.

AUDIT MANDATE AND COVERAGE
Audit Authority

Section 31(1)(b) of the Public Finance and Audit Act 1987 provides for the Auditor-General to audit the accounts
of the Department in respect of each financial year.

Scope of Audit

The audit program covered all major financial systems and was directed primarily to obtaining sufficient evidence
to enable an audit opinion to be formed with respect to the financial statements and internal controls.

During 2001-02, specific areas of audit attention included:

. expenditure, including accounts payable, salaries and wages and leave management systems
. non-current assets, including the adequacy of asset register maintenance

. revenue, including general ledger recording

. TAFE Institute transactions

. Computing environment operations.
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Audit Communications to Management

At the time of preparation of this Report, a number of management letters were in the process of being finalised.
Outcomes arising from the audit will be communicated to the Department and included in a subsequent report to
Parliament.

AUDIT FINDINGS AND COMMENTS
Commentary on Computer Information Systems (CIS) Environment
Review of School Administration System (EDSAS)

The EDSAS system is used to manage school staff and student records, and the school financial and profiling
requirements for individual schools. The system also provides for information to be input into DETE’s main
financial and operational systems.

In the latter part of the year Audit commenced a review of the EDSAS system in a number of South Australian
public schools.

The purpose of the review is to assess the overall adequacy of the EDSAS system and its associated CPE
environment to ensure that appropriate controls are in place with regard to the management of the financial
information and the collection and processing of school student census information. The review principally
entails an assessment of key management, security and integrity aspects of the EDSAS system and the
computer processing environment (CPE).

At the time of preparation of this Report, the review had not been completed. Outcomes arising from the finalised
review will be communicated to the Department and included in a subsequent Report to Parliament along with
outcomes relating to other agency reviews presently in progress.

Human Resource Management System (HRMS)

Last year's Report included comment concerning the Department’s progress regarding the development of a
human resource management system.

It was conveyed in the Report that Cabinet approved in October 2000 the development at an estimated cost of
approximately $16 million, and that a joint development contract between the Department and Concept Systems
International was imminent.

The signing of the contract occurred in October 2001, and in the latter part of 2001-02 Audit commenced a review
of some aspects of the project development. This review is being conducted in conjunction with audit reviews of
the implementation of the new Complete Human Resource Management System (CHRIS) within Health Sector
agencies and non-education government department agencies.

Any issues that arise out of the review will be communicated to the Department and in a subsequent Report to
Parliament.

EXTRACT FROM INDEPENDENT AUDIT REPORT

Qualification

The Department of Education, Training and Employment economic entity comprises the
Corporate Department, TAFE Institutes and other non-corporate operational units including
preschools, long day care centres (those referred to as ‘Bowen Funded Centres’ only),
neighbourhood houses, toy libraries, government schools and child parent centres. As disclosed
in Note 2(b) to the financial statements, the Department has concluded that the financial data of
the other non-corporate operational units was not considered reliable at this time. Accordingly,
the financial statements do not include funds generated by the other non-corporate entities as
required by Australian Accounting Standard AAS 24 ‘Consolidated Financial Reports’. Whilst
these transactions and balances are available to the Department and are summarised in Note 32
to the Financial Statements, | am not in a position to assess whether principles of Financial
Statement preparation and accounting policies have been consistently applied by the other non-
corporate operational units. Accordingly, | cannot attest to the reliability of the financial data of
the non-corporate operational units outlined in Note 32 to the Financial Statements.
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Qualified Audit Opinion

In my opinion, except for the effects on the financial report of the matters referred to in the
qualification paragraph, the financial report presents fairly in accordance with Treasurer's
Instructions promulgated under the provisions of the Public Finance and Audit Act 1987,
applicable Australian Accounting Standards and other mandatory professional reporting
requirements, the financial position of the Department of Education, Training and Employment as
at 30 June 2002, the results of its operations and its cash flows for the year then ended.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the Department of
Education, Training and Employment included an assessment of the controls exercised in relation to the receipt,
expenditure and investment of money, the acquisition and disposal of property and the incurring of liabilities. The
assessment also considered whether those controls were consistent with the prescribed elements of the
Financial Management Framework as required by Treasurer’s Instruction 2 ‘Financial Management Policies’.

Audit formed the opinion that the controls exercised by the Department of Education, Training and Employment in
relation to the receipt, expenditure and investment of money; the acquisition and disposal of property; and the
incurring of liabilities, were sufficient to provide reasonable assurance that the financial transactions of the
organisation were conducted properly and in accordance with law.

INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS

Statement of Financial Performance

Operating Expenses

Employee Expenses

Employee expenses for the year were $1.4 billion, an increase of $50.7 million. Reflected in this increase was:
. an increase in salary and wage expenditure of $27.1 million, 2.6 percent to $1.1 billion;

. targeted voluntary separation payments of $44.2 million ($29.8 million).
Supplies and Services

Included in supplies and services expenditure, $383.5 million, is an amount of $87.1 million ($91.5 million)
relating to minor works maintenance and equipment. The principal component of this amount relates to
expenditure on schools.

Grants and Subsidies

Expenditure relating to grants and subsidies of $153.1 million, includes grants to pre-schools, primary and
secondary schools of $128.7 million. Partnerships 21 grants were $80.5 million ($72.1 million). Detail is provided
later under the heading ‘Further Commentary on Operations’ regarding grants and subsidies.

Operating Revenues
Student and Other Fees and Charges

This amount, $83.6 million, includes $31.8 million ($29.1 million) for student enrolment fees and charges, of
which $30 million ($26.7 million) relates to students attending TAFE Institutes. TAFE Institutes fee for service
charges were $30.6 million a decrease of $3.7 million.

Statement of Financial Position
Non-Current Assets
Property, Plant and Equipment

The written down value of property, plant and equipment is $2.1 billion an increase of $140.8 million. Reflected in
this increase were net revaluation increments of $160.1 million, in line with the valuation methodology as outlined
in Note 2(j). The note to the financial statements states how the valuation was derived with respect to buildings
and improvements.

The note also indicates the reasons for the non-inclusion of certain improvements.

62



Education, Training and Employment
Liabilities
Employee Entitlements
Employee entitlements total $437.9 million ($402.8 million), with the principal component being a provision of
$271.8 million ($253.3 million) for long service leave. The increase is predominantly due to a lowering of the
benchmark from 13 years to 11 years. Note 2(d) to the financial statements details the effect of this change in
estimation.

Results of Operations

Output costs ($1.5 billion) for primary and secondary education accounted for 72.7 percent of the total cost of
services. The output elements of the total cost of services are represented in the following diagram.

Output Classes - Expenses Expressed in Percentage Terms

Other (0.4%)

Co-ordination & Advice
(0.8%)

| —

:I Employment (1.2%)

:I Child Care (2.1%)

Vocational Education & R-12-Education &
Training (17.7%) Training (72.7%)

Pre-School Education
(5.1%)
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Employee expenses accounted for 69.3 percent (69 percent) of total cost of services. The nature of expenses,
as a percentage of the total cost of services, are represented in the following chart.

Nature of Expenses

Other
Operating
Expenses
(0.7%)

Employee Supplies and
Expenses Services
(69.3%) (19.1%)
Grants and
Subsidies
(7.7%)
Depreciation

(3.2%)
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RISK FUND

The Financial Management Framework requires agencies to take full responsibility for managing any risk
exposures to their operations. Whilst the Department has an annual Agreement with the South Australian
Government Captive Insurance Corporation (SAICORP), the Department still retains a significant degree of risk
in relation to levels of excess for specific types of claims. In accordance with the Financial Management
Framework directive, and in response to potential losses not covered by SAICORP, the Department has
established a Risk Fund.

A Risk Fund Steering Committee, chaired by the Department’s Executive Director, Corporate Services, is
responsible for overseeing the management and operation of this Fund.

The Risk Fund applies to all Partnerships 21 and non-Partnerships 21 sites, and to the TAFE Institutes.
To coincide with the implementation of Partnerships 21, the Department has resolved that costs relating to
vandalism will be met by the Risk Fund. In this way, the Department is developing a profile of those costs to

determine ways in which preventative action can be taken.

During 2001-02, Risk Fund expenditure was $31.6 million ($25.3 million) and included:

. $9.2 million ($6.8 million) was paid to fund repair work for damage caused to schools by out of hours
vandalism and theft;

. $3.1 million ($3.3 million) was paid as Temporary Relieving Teacher supplementation beyond school
entitlements;

. $3.1 million ($2.8 million) was paid to cover costs of unplanned major plant and equipment failure;

. $2 million ($2.4 million) was paid for emergency school accommodation;

. $3.5 million ($2.3 million) was paid to fund the replacement of Departmental material and equipment as a

result of fire.
The Department has an outstanding liability for fire claims yet to be finalised estimated to be $6.1 million as at
30 June 2002.
FURTHER COMMENTARY ON OPERATIONS
Financial Management Framework
The Financial Management Framework (FMF) became operative in July 1998 under the mandate of the
Treasurer’s Instructions. The FMF requires agencies to implement and document policies, systems and
processes that will assist the Chief Executive and responsible Minister to discharge accountability in relation to

financial management and reporting, internal control and risk management.

During 2001-02, the Department progressed the Financial Management and Accountability project. This project
provides a coordinated framework for improvement in the following:

. planning and budgeting
. transaction processing

. management reporting

. accountability

. change facilitation.

The completion of these initiatives will provide the critical basis for the effective implementation of many of the
prescribed elements of the FMF, including the establishment of an ongoing Risk Management Plan.

Recurrent Operations
Separation Packages

The workforce of the Department has been reduced through the use of targeted separation packages (from
1993-94 to 2001-02) and voluntary separation packages (prior to 1993-94). The following chart illustrates the
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number of packages taken and the cost since 1994-95. The total number of packages taken and the cost since
their inception has been 4673 and $351.7 million respectively.

Total Number of Separation Packages Taken
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Payment and financing arrangements relating to targeted separation packages are outlined in Note 24 of the
financial statements.

Numbers of Preschools, Schools, Campuses, Children, Students and Teaching Staff
Preschools, Schools and Campuses
State preschools and schools and TAFE campuses in South Australia at 30 June are illustrated below:

Number of Preschools, Schools and Campuses
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Children, Students and Staff
Children and students in full-time equivalent terms enrolled in State preschools, primary and secondary schools,

based on a mid-year census and individuals enrolled at TAFE Institutes for the academic year, are shown in the
following graph:
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Total teaching, lecturing, educational managers, ancillary and public servant staff:
Number of Staff*
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* Average full-time equivalents (excludes part time instructors employed on an hourly basis at TAFE Institutes).
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Grants and Subsidies

Some of the major grants and subsidies included:

2002 2001

$'000 $'000
Partnerships 21 80514 72 117
Schools Operating Support Grant 6 852 16 208
Non-government vocational education and training providers 30876 29 658
Back to School Program 11 416 2942
Employment Programs 19 977 20 230
Childcare assistance 27 266 22 830

Government School Grants

Government schools (primary and secondary schools) are paid grants to support their educational programs
which are also supplemented by school fees and fund raising. Grant expenditure associated with pre-school,
primary and secondary schools was $128.7 million ($114.8 million) and included:

. Partnerships 21 grant of $80.5 million ($72.1 million). This increase was in part offset by decreases in
other grant programs;

. Back to School Grants $11.4 million ($2.9 million).
Non-Government Vocational Education and Training Providers

The most prominent initiative is User Choice. Under this arrangement, apprentices and trainees and associated
employers have more influence over their choice of provider, content of training programs and the mode of
delivery. User Choice, grants and subsidies were $22.1 million ($24.4 million).

Employment Programs

Employment programs include service to increase youth and adult employment levels to assist regions and
groups in developing skills for employment. The main programs were Government Youth Traineeship Schemes
$5.2 million ($8.8 million), and Assisting Regions, Business and People Schemes $8.1 million ($7.6 million).

Other Non-Corporate Operational Units

Other non-corporate operational units which predominantly consist of Government schools receive financial
support principally from grants paid by the Department, school fees and funds raised by parents.

The financial operations of schools are conducted through one Consolidated Account or through a number of
accounts. These include the School Fund Account under the control of the Principal which includes the South
Australian Schools Investment Fund and the Accounts of the School Council and affiliated bodies. Where a
school canteen is operated, a separate account is maintained.

The net reported surplus (for the 14 month period ended 31 December 2001) for other non-corporate operational
units was $77.8 million ($37.5 million, 12 month period). Reflected in this surplus were operating revenues of
$269.2 million ($225.3 million).

Operating revenues from non State Government sources were $126.4 million ($109.2 million) and included
student fees and charges $73.9 million ($73.5 million).

At 31 December current assets were $190.6 million and included funds held $159.8 million ($151.9 million), and
receivables $24 million ($13.8 million).

Refer to Note 32 to the financial statements.

Capital Operations
New Works Commenced During the Period
Australian Science and Mathematics School

. Estimated total cost: $14 million.
. Total cost to June 2002: $3.1 million
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This project involves the establishment of the Australian Science and Mathematics School at Flinders University
of South Australia. The State will contribute $13.6 million to the estimated cost of construction. The facilities will
include three laboratories, a gymnasium, lecture theatre and classrooms.

Work in Progress Carried Forward

Playford Primary School

. Estimated total cost: $6.1 million.
. Total cost to June 2002: $4.6 million

This is a joint project with the Catholic Education Office, and has involved the establishment of a new school at
Playford. Capital costs incurred during the period totalled approximately $1.2 million.

Oak Valley Aboriginal School

. Estimated total cost: $1.5 million.
. Total cost to June 2002: $1.5 million

This project involves the construction of teaching and support facilities to establish a school at the site and the
provision of a child care facility. At the date this report was prepared, advice received from the Department
indicated that the project was nearing completion.

Completed Works
Capital works projects completed by the Department during 2001-02 included:
Regency Institute of TAFE - Stages 2 and 3

. Estimated total cost $33.9 million
. Total cost to June 2002 $33.2 million*

This project formed part of the total redevelopment of the Regency campus of the Regency Institute of TAFE in
support of new initiatives emerging in the vocational education and training sector. Stages 2 and 3 of this
redevelopment involved the construction of new facilities for the Regency Hotel School including kitchens,
laboratories and associated spaces for programs in cookery, hotel management and food and beverage
processing. During 2001-02, approximately $14.9 million was incurred on this project.

* Balance quoted may exclude amount expensed under the Departments capitalisation policy.
Woodend Primary School

. Estimated total cost $3.8 million
. Total cost to June 2002 $3.9 million

The project involved the conversion of the Woodend Shopping Centre to a school facility for the Woodend
Primary School. The Department spent approximately $1.6 million in costs for conversion of the shopping centre
for school use.

Administered Funds - Transfer Payments

The Department is responsible for the administration of specific funds on behalf of the Minister for Education,
Training and Employment. The State funds that have been appropriated to the Minister are disbursed at the
discretion of the Minister.

During 2001-02, transfer payments totalling $405.2 million ($366.7 million) were disbursed by the Department on
the Minister’s behalf. The principal areas are as follows:

Non-Government Schools
State Assistance

Assistance from State funds totalling $87.2 million ($86.7 million) was paid to non-government schools during
2001-02. Of this amount $900 000 was paid to non-government special schools.
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State funding of non-government schools (excluding special schools) is based on two components. These are
the ‘needs’ of the school and their students and the average annual enrolment (per capita).

The ‘needs’ based funding is determined by the Advisory Committee on Non-Government schools. This is in
accordance with the schools entitlement to any or all of the eight approved needs elements. The eight need
elements that a school is funded on are:

. special need students

. school card

. non-English speaking background/Aboriginality
. fee remission

. boarding

. isolation of schools

. interest subsidy

. index of disadvantage.

Commonwealth Assistance

In addition to State funds provided for non-government schools, an amount of $279.4 million ($254.4 million) was
distributed to non-government schools in 2002 from funds provided by the Commonwealth.

From 2001, funding for non-government schools is based on the Socio-economic Status (SES) of
non-government school communities. The new SES funding arrangement has resulted in increased
Commonwealth Assistance to non-government schools.

General Recurrent Grants: 2002 2001
$'000 $'000

Non-systemic * 73402 68339

Catholic systemic 2 148 403 133474

Other 46 010 36 785

267 815 238 598

Other grants 7 463 7 336

National Equity program 4143 8 505

279421 254 439

1 Non-systemic payments are made directly to the school.
2 Catholic systemic payments are made to the Catholic Education Office for disbursement to schools.

An amount of $6.5 million ($3.9 million) of Commonwealth Assistance was provided to assist with the running of
non-government special schools.

Transport Concessions
The Department of Education, Training and Employment (DETE) makes payments on behalf of the Minister to
the Passenger Transport Board (PTB). These payments are for student travel subsidies on metropolitan and

country transport services, eg bus, train.

The transport concession for 2001-02 were $13.8 million ($13.5 million). The PTB received $12 million for
metropolitan travel concessions and $1.8 million for country travel concessions.

Special Schools

Special schools received State and Commonwealth funding totalling $12.8 million ($6.7 million). These figures
include funding for non-government special schools.

SSABSA
The Senior Secondary Assessment Board of South Australia (SSABSA) receives an operating grant from the

State Government, which is part of the Minister’s miscellaneous budget. In 2001-02 the approved appropriation
for SSABSA was $10 million ($8.2 million).
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Statement of Financial Performance for the year ended 30 June 2002

2002 2001
OPERATING EXPENSES FROM ORDINARY ACTIVITIES: Note $'000 $'000
Employee expenses 4 1390492 1339744
Supplies and services 5 383513 379 696
Grants and subsidies 6 153134 143 866
Depreciation 7 63 867 63 322
Borrowing costs 592 849
Other expenses 8,13 13 635 14 155
Total Expenses 2005233 1941632
OPERATING REVENUES FROM ORDINARY ACTIVITIES:
Commonwealth grants 9 273 344 257 983
Student and other fees and charges 10 83595 91917
Other grants and contributions 17 324 12 823
Interest and investment income 3619 10 840
Share of net profits (losses) from investments 16 299 (416)
Other revenues 11,13 92 512 58 653
Total Revenues 470 693 431 800
NET COST OF SERVICES 1 534 540 1509 832
REVENUES FROM STATE GOVERNMENT:
Recurrent appropriations 12 1402903 1345070
Capital appropriations 12 91 995 67 049
Total Government Revenues 1494898 1412119
DEFICIT FOR THE YEAR 25 (39 642) (97 713)
Net increase (decrease) in asset revaluation reserve 163 077 (15 986)
Net increase (decrease) on recognition of assets - 4921
TOTAL VALUATION ADJUSTMENTS RECOGNISED
DIRECTLY IN EQUITY 163 077 (11 065)
TOTAL CHANGES IN EQUITY OTHER THAN THOSE RESULTING FROM TRANSACTIONS
WITH THE STATE GOVERNMENT AS OWNER 25 123 435 (108 778)
Statement of Financial Position as at 30 June 2002
2002 2001
CURRENT ASSETS: Note $'000 $'000
Cash assets 14 79 441 71717
Receivables 15 28 512 35 008
Other 17 5738 5 150
Total Current Assets 113 691 111 875
NON-CURRENT ASSETS:
Receivables 15 4765 4071
Investments 16 1348 828
Property, plant and equipment 18 2103076 1962 289
Total Non-Current Assets 2109189 1967 188
Total Assets 2222880 2079063
CURRENT LIABILITIES:
Payables 19 63 052 88 185
Interest bearing liabilities 20 3370 3334
Employee entitlements 21 139 133 125 248
Other 22 17 365 7 820
Total Current Liabilities 222 920 224 587
NON-CURRENT LIABILITIES:
Payables 19 14 554 13 753
Interest bearing liabilities 20 6 340 6 357
Employee entitlements 21 298 773 277 524
Other 22 265 249
Total Non-Current Liabilities 319 932 297 883
Total Liabilities 542 852 522 470
NET ASSETS 1680 028 1 556 593
EQUITY:
Accumulated surplus 25 1465289 1504931
Asset revaluation reserve 25 214 739 51 662
TOTAL EQUITY 1680 028 1 556 593
Commitments 27
Contingent Obligations 28
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Statement of Cash Flows for the year ended 30 June 2002

2002 2001
Inflows Inflows
CASH FLOWS FROM OPERATING ACTIVITIES: (Outflows)  (Outflows)
PAYMENTS: Note $'000 $'000
Employee expenses (1354 049) (1316 475)
Supplies and services (435 025) (376 892)
Grants paid (150 986) (145 023)
Borrowing costs (115) (110)
Other payments (1 063) (1 051)
(1941 238) (1839 551)
RECEIPTS:
Commonwealth grants 273 344 257 983
Student and other fees and charges 86 029 91 904
Other grants and contributions received 17 325 12 813
Interest received 11 444 3225
GST refunds from ATO 32012 23 246
Other receipts 67 369 45 376
487 523 434 547
CASH FLOWS FROM GOVERNMENT:
Recurrent appropriations 1402903 1345070
Capital appropriations 91 995 67 049
1494898 1412119
Net Cash provided by Operating Activities 29 41183 7115
CASH FLOWS FROM INVESTING ACTIVITIES:
PAYMENTS FOR:
Loans advanced (304) (2 079)
Purchase of non-current assets (40 940) (33 470)
PROCEEDS FROM:
Sales of non-current assets 7765 10 271
Net Cash used in Investing Activities (33 479) (25 278)
CASH FLOWS FROM FINANCING ACTIVITIES:
PROCEEDS FROM:
Borrowings from Department of Treasury and Finance 20 1367
Net Cash provided by Financing Activities 20 1367
NET INCREASE (DECREASE) IN CASH HELD 7724 (16 796)
CASH AT 1 JULY 71717 88 513
CASH AT 30 JUNE 14 79 441 71717
Output Class Schedule
Department’s Expenses and Revenues for the year ended 30 June 2002
Regulatory
& Licensing
Services for
R-12 Training Employ- Coordin-
Pre-School  Education Organis- Child ment  ation and Youth 2002
Education & Training VET ations Care Services Advice Services Total
EXPENSES: $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Employee expenses 68922 1083437 206 669 2869 10 591 4914 11 546 1544 1390492
Supplies and services 10490 209782 121099 551 29947 7 269 3620 755 383513
Grants and subsidies 19994 108734 9381 14 1063 11598 795 1555 153134
Depreciation 2 475 48 298 13 075 - 8 8 3 - 63 867
Borrowing costs - 592 - - - - - - 592
Other expenses 747 6 968 4949 52 106 208 553 52 13 635
Total Cost of Services 102628 1457811 355173 3 486 41 715 23 997 16 517 3906 2005233
REVENUES:
Commonwealth grants 580 150108 88 137 15 32557 1793 154 - 273344
Student and other fees
and charges 540 17 736 63 568 - 1293 45 402 11 83 595
Other grants and contributions 856 11 886 4563 - 2 - - 17 17 324
Interest income 426 2292 441 35 71 142 177 35 3619
Share of net profits from
investments - - 299 - - - - - 299
Other revenues 4920 63 553 19 406 341 1146 1549 1373 224 92 512
Appropriations 92842 1180921 174142 3013 6 475 19 940 14 039 3526 1494898
Total Revenues 100 164 1426 496 350 556 3404 41 544 23 469 16 145 3813 1965591
DEFICIT FOR THE YEAR 2 464 31315 4617 82 171 528 372 93 39 642

An Output Class Schedule of the Department’s Assets and Liabilities has not been produced, as that information is not readily available.
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Schedule of Administered Expenses and Revenues for the year ended 30 June 2002

2002 2001
ADMINISTERED EXPENSES: $'000 $'000
Employee expenses 1210 1114
Supplies and services 334 352
Depreciation 2 -
Interest on borrowings 580 942
Transfer payments:
Multicultural grants 1187 1003
Non-government schools 366 584 336 380
Special schools 12 834 6 702
Other organisations 830 902
SSABSA 10 006 8 166
Transport concessions 13779 13 530
Total 407 346 369 091
ADMINISTERED REVENUES:
Commonwealth grants 290 057 258 766
Interest 627 1025
State Government appropriations 116 635 109 359
Total 407 319 369 150
(DECREASE) INCREASE IN NET ASSETS RESULTING FROM OPERATIONS 27) 59
Schedule of Administered Assets and Liabilities as at 30 June 2002
2002 2001
CURRENT ASSETS: $'000 $'000
Cash assets 483 770
Receivables 2672 1726
Total Current Assets 3155 2 496
NON-CURRENT ASSETS:
Receivables 6 600 7 452
Plant and equipment 26 27
Total Non-Current Assets 6 626 7 479
Total Assets 9781 9 975
CURRENT LIABILITIES:
Payables 181 348
Borrowings 1500 1500
Total Current Liabilities 1681 1848
NON-CURRENT LIABILITIES:
Borrowings 7 960 7 960
Total Non-Current Liabilities 7 960 7 960
Total Liabilities 9 641 9 808
NET ASSETS 140 167

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

This is the final general purpose financial report for the Department of Education, Training and Employment. With effect from 1 July 2002 the
Department of Education, Training and Employment changed its name to the Department of Education and Children’s Services. In addition a
new administrative unit titled the Department of Employment, Further Education, Science and Small Business was established on 1 July 2002

that comprised a number of former units within the Department of Education, Training and Employment.

1. Objectives and Funding
(@) Objectives
The Department of Education, Training and Employment operates within the:

. Education Act 1972 and the Regulations under the Education Act 1972;

. Children’s Services Act 1985 and the Children’s Services Regulations 1985;

. Technical and Further Education Act 1975 and the Regulations under the Technical and Further Education
Act 1975;

. Vocational Education, Employment and Training Act 1994;

. Public Sector Management Act 1995.

The mission of the Department is to provide high quality learning, teaching, care, employment and youth services within
an integrated, responsive and supporting learning organisation which strives for continuous improvement in service and

performance.
The Department’s objectives are summarised below:

0] Raise Standards

Departmental initiatives raise quality education and training standards and service delivery standards to, or

above, national levels and improve student results in education and training.
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(i) More Jobs
Employment outcomes are provided through the creation of sustainable opportunities for a highly skilled
workforce.

(iii) Information Technology Smart

The Department will seek information technology to improve student learning and training, streamline business
processes, improve client services, improve management decision making and department productivity.

(iv) Focus on Youth
South Australia’s young people have a valued place in the community, are supported and actively participate in
our democratic society.

(v) Value for Money
Departmental initiatives demonstrate to the Minister and taxpayers, an efficient and effective use of the public
investment in children’s services, education, training, employment and youth services.

Financial Arrangements
The Department is predominantly funded by State Government appropriations supplemented by some Commonwealth
grants. In addition, some revenues are generated on a sales or fee for service basis. These include:

. sale of curriculum material;

. student fees and charges;

. hire of facilities and equipment;

. training for various organisations.

The financial activities of the Department are primarily conducted through a Special Deposit Account with the Department
of Treasury and Finance pursuant to section 8 of the Public Finance and Audit Act 1987 and to comply with the Australian
National Training Authority Act 1992. The Special Deposit Account is used for funds provided by State Government
appropriation, Commonwealth grants and revenues from fees and charges.

Administered Funds

The Department is responsible for the administration of specific funds which are not recorded in the Department’s
Statement of Financial Performance or Statement of Financial Position, as the Department does not have control over
how these funds are to be spent and operates in the capacity as an agent responsible for the administration of the
transfer process to third parties on behalf of the Minister for Education and Children’s Services. Administered revenues,
expenses, assets and liabilities are detailed separately within these statements (refer to the Schedule of Administered
Expenses and Revenues and the Schedule of Administered Assets and Liabilities).

The main administered funds are:
0] Minister for Education and Children’s Services - ‘Payments’

Funds are appropriated to the Minister for Education and Children’s Services and are disbursed at the
discretion of the Minister. The principal payments are:

. to the Passenger Transport Board for the purposes of student travel;

. to SSABSA (Senior Secondary Assessment Board of South Australia) as a contribution to operating
expenses;

. the State Government contribution to the operations of non-government schools, organisations and
special schools;

. the Commonwealth Government contribution to the operations of non-government schools,

organisations and special schools.

(i) Minister’s Salary and Allowances
The Minister's salary and allowances are funded by Special Acts Appropriation, therefore the Department has
no control over this part of the annual appropriation.

(iii) Minister’s Borrowings
The Minister for Education and Children’s Services is liable for funds borrowed from the Department of
Treasury and Finance. The funds were loaned to the Department and various schools by the Minster to
undertake capital works projects.

Trust Funds

The Department receives monies in a trustee capacity for various trusts. The monies are excluded from the financial
statements, as the Department cannot use them for the achievement of its objectives. The following is a summary of the
transactions in the trust accounts:

2002 2001

$'000 $'000

Balance as at 1 July 891 951
Revenue 759 430
Expenses (594) (557)
Movements in assets and liabilities (23) 67
Balance as at 30 June 1033 891
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2.

Significant Accounting Policies
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(d)

Basis of Accounting

The financial statements have been prepared in accordance with Statements of Accounting Concepts, applicable
Accounting Standards and Urgent Issues Group Consensus Views issued in Australia, and the Treasurer’s Instructions
and Accounting Policy Statements issued pursuant to the Public Finance and Audit Act 1987.

The financial statements, including administered funds, have been prepared on the accrual basis of accounting and in
accordance with the historical cost convention, except as otherwise stated.

Principles of Consolidation
The Department of Education, Training and Employment economic entity comprises:

. the Corporate Department including its operational units;
. TAFE Institutes;
. other non-corporate operational units viz:
O preschools;
0 Long Day Care Centres (those referred to as ‘Bowen Funded Centres’ only);
0 Neighbourhood Houses;
O toy libraries;
O government schools (including school councils, canteens, Out of School Hours Care and Vacation

Care Programs);
| Child Parent Centres.

The financial statements incorporate the activities of the Department and TAFE Institutes but exclude funds separately
generated by the other non-corporate operational units. As a consequence, the financial statements treat any
transactions with these units as transactions with third parties.

Financial data was collected from schools and other non-corporate operational units for the school year ended
31 December 2001 for the purpose of consolidating it with data for State Office and TAFE Institutes. The data was
reviewed and was not considered reliable at this time. As a result, the Department has chosen not to present
consolidated financial statements. Details of the balances of schools transactions and other non-corporate operational
units that were collected are presented in Note 32. Further work is continuing on a number of issues included the
identification and valuation of assets with a view to incorporating this data in the 2002-03 financial statements. It is not
intended that data for children’s services sites be included in the financial statements as it is not considered material.

Income Recognition
Appropriations, grants, donations, gifts and bequests, and other contributions are recognised as revenues when the
Department obtains control. Control is normally obtained upon their receipt.

Where contributions, recognised as revenues during the reporting period, were obtained on the condition that they be
expended in a particular manner or used over a particular period, and those conditions were undischarged as at the
reporting date, the amounts pertaining to those undischarged conditions are disclosed in Note 9.

Revenues in respect of sales and student and other fees and charges are billed and recognised when the services have
been rendered or goods dispatched.

Employee Entitlements and Employment Related Expenses

Provisions have been established for the Department’s liability for various employee entitlements arising from services
rendered by employees to balance date in accordance with Australian Accounting Standard AAS 30 ‘Accounting for
Employee Entitlements’. Employee entitlements include entitlements to wages and salaries, long service leave, annual
leave, non-attendance days and superannuation.

Non-attendance days are accrued annually, for employees engaged under the Technical and Further Education
Act 1975, but are non-cumulative.

Employment related expenses include on-costs such as payroll tax on employee entitlements together with the Workers
Compensation insurance premium.

Employment on-costs relating to employee entitlements owing are recognised as liabilities in the Statement of Financial
Position.

Employee entitlements and employment related on-costs accruing during the reporting period are treated as an expense
in the Statement of Financial Performance.

0] Employee Entitlements
€) Salaries, Wages, Annual Leave and Non-Attendance Days
Liabilities for salaries, wages, annual leave and non-attendance days are recognised, and are
measured as the amount unpaid at the reporting date at current pay rates in respect of employees’
services up to that date.

The annual leave and non-attendance days entitlements are calculated by multiplying each

employee’s entitlement by the remuneration rate current at the reporting date. Where leave loadings
are paid, they are included in the calculation.
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(b) Long Service Leave
Long service leave is recognised on a pro-rata basis in respect of services provided by employees
up to the reporting date. In calculating long service leave entitlements the Department takes into
account, as a benchmark, an actuarial assessment prepared by the Department of Treasury and
Finance based on a significant sample of employees throughout the South Australian public sector.
This benchmark is the number of years of service that produces a value equal to the actuarially
calculated net present value.

Long service leave liability entittements have been calculated using a Department of Education,
Training and Employment specific benchmark of 11 years, advised by the Department of Treasury
and Finance, based on current salaries and wages.

In 2000-01 long service leave entitlements were calculated using a benchmark of 13 years as
advised by the Department of Treasury and Finance. The effect of this change was to increase long
service leave expense and associated employer superannuation and other employment related
expenses by $11.9 million in 2001-02.

(c) Superannuation
The Department makes contributions to several superannuation schemes operated by the State
Government. These contributions are treated as an expense when they occur. There is no liability
for payments to beneficiaries as they have been assumed by the Superannuation Funds. The
liability outstanding at balance date relates to any contribution due but not yet paid to the
superannuation schemes.

(d) Sick Leave
Sick leave is not provided for in the financial report as it is non-vesting. However, entitlements are
accumulated and any sick leave is considered to be taken from the employee’s current entitlement.

(e) Workers Compensation
To reflect the liability for outstanding (unsettled) workers compensation claims a provision is raised.
The amount of the provision is based on an actuarial assessment prepared for the Department for
Administrative and Information Services, Occupational Health and Injury Management Branch.
Lump sum payments and legal costs are a liability of the Department for Administrative and
Information Services and therefore not a liability of the Department.

(i) Employment Related Expenses
(a) Fringe Benefits Tax
The Commonwealth Government levies a tax on certain non-cash salary related benefits afforded to
employees. Any unpaid fringe benefits tax at period end is shown as a liability in the Statement of
Financial Position.

(b) Payroll Tax
Payroll tax is a state tax levied on total gross salary paid plus (non-cash) benefits and employer
superannuation contributions. The estimated amount of payroll tax payable in respect of employee
entitlement liabilities is also shown as a liability in the Statement of Financial Position. Any increase
or decrease in the level of required payroll tax provision is charged as an increase or decrease in the
payroll tax expense in the Statement of Financial Performance. The payroll tax liability is only
payable when the employee entitlements are taken.

(c) WorkCover Premium
This expense is calculated at a percentage rate applied to gross salaries as determined by
WorkCover Corporation. This expense is a charge in the Statement of Financial Performance and
any unremitted amounts to WorkCover Corporation are expressed as a liability in the Statement of
Financial Position.

Repairs and Maintenance
Generally, repairs and maintenance costs are expensed as incurred. However, repairs and maintenance are recognised
as increases in assets (ie, capitalised) if expenditure results in:

0] an effective increase in the future economic benefits that are expected to be derived from using the asset and
the increase in future benefits will be utilised; or

(i) an effective increase in the quality of the services provided by the asset beyond that previously determined; or
(iii) an effective extension to the asset’s useful life as a result of the expenditure.
Receivables

Receivables in respect of fees and charges are due for settlement within 30 days and are recorded at their recoverable
amount. At the end of each reporting period the receivable balances are reviewed and a provision is raised in respect of
any balance where recovery is considered doubtful.

Allowance for Doubtful Debts

The allowance for doubtful debts is established based on a review of outstanding amounts at year end. Bad debts are
written off when they are identified as irrecoverable.
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Inventory
Inventories are measured as the lower of cost (as determined by the latest purchase price) and net realisable value.

Leases

The Department has entered into a number of operating lease agreements, as lessee, for buildings and other facilities
where the lessors effectively retain all of the risks and benefits incidental to ownership of the items held under the
operating leases. Equal instalments of the lease payments are charged to the Statement of Financial Performance over
the lease term as this is representative of the pattern of benefits to be derived from the leased property. Details of leased
assets are being collected as part of the Asset Management Planning process that is currently being undertaken for all
sites. This information will enable the register of operating leases to be updated to reflect all non-cancellable lease
agreements.

Details of commitments of current known material non-cancellable operating leases are disclosed at Note 26.

Property, Plant and Equipment
The Statement of Financial Position includes all property, plant and equipment controlled by the Department.

All classes of physical non-current assets with fair values at the time of acquisition equal to or greater than $1 million and
estimated useful lives equal to or greater than five years are to be revalued at intervals not exceeding three years. The
relevant classes are shown as revalued amounts in the Statement of Financial Position.

In accordance with current Accounting Policy Statements issued by the Department of Treasury and Finance, the
Department has applied the Accounting Standard AASB 1041 ‘Revaluation of Non-Current Assets’ transitional provisions
for the public sector and has elected to apply the same revaluation basis (that is deprival value methodology) until
30 June 20083.

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.

Conversely, where assets are revalued to market value, and not by reference to current prices for assets newer than
those being revalued, any balances of accumulated depreciation existing at the revaluation date in respect of those
assets are credited to the asset accounts to which they relate. The net asset accounts are increased or decreased by the
revaluation increments or decrements.

The recoverable amount test has not been applied as the Department is a not-for-profit entity whose service potential is
not related to the ability to generate net cash inflows.

Revaluation increments are credited directly to the asset revaluation reserve, except that, to the extent that an increment
reverses a revaluation decrement in respect of that class of asset previously recognised as an expense in the
surplus/deficit, the increment is recognised immediately as revenue in the surplus/deficit.

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

Revaluation increments and decrements are offset against one another within a class of non-current assets, but not
otherwise.

Property, plant and equipment donated, gifted or bequested is recorded as an asset at its fair value at the time control
passes to the Department. Assets received in this way are disclosed as revenue in the Statement of Financial
Performance.

Land
Land is recorded on the basis of best use market value obtained from the South Australian Valuer-General as at
1 January 2002.

Buildings and Improvements

Information was obtained from the Building and Land Asset Management System (BLAMS), maintained by the
Department for Administrative and Information Services. Buildings and improvements are valued at current replacement
cost less accumulated depreciation. Replacement costs have been established by reference to Quantity Surveyors
estimates and updated through the application of a relevant building index. The valuations for buildings are current as at
31 March 2002, paved areas are current as at 31 March 2001 and swimming pools are current as at 31 March 2000. The
building data provided in the statements relates specifically to buildings, paved areas and swimming pools. The building
data excludes fencing, landscaping, infrastructure, pergolas, playground equipment and sheds because they either
cannot be reliably measured or no information is centrally recorded.

Buildings under construction are reported as work in progress and are valued at cost.

Work has been undertaken by the Department to develop Asset Management Plans for all sites. This process includes
the identification of under-utilised space. Asset Management Plans have been completed for the majority of sites and
where applicable this information has been used to revalue buildings to account for under-utilised space at these sites.
Buildings at the remaining sites where Asset Management Plans are yet to be completed are valued on the basis that
they are fully utilised.

Where buildings and improvements are destroyed by fire during the year, the written down value of the buildings and
improvements is treated as an expense in the Statement of Financial Performance.
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Library Collection

The base value of the library collection is reported at valuation. The valuation for collections within TAFE Institutes and
administrative sites of the Department was carried out as at 30 June 2002 by VALCORP Aust Pty Ltd and is on the basis
of written down current cost.

Buses
Buses are recorded at current replacement cost as at 30 June 2002 less accumulated depreciation.

Plant and Equipment

Items within TAFE Institutes are recorded at historical cost less accumulated depreciation. Items within administrative
sites of the Department acquired prior to 1 July 1997 are recorded at current replacement cost less accumulated
depreciation. Items acquired after 1 July 1997 are recorded at historical cost less accumulated depreciation. Only
individual items costing $5 000 or more are capitalised and recorded in the Statement of Financial Position. Items under
$5 000 are recorded in the Statement of Financial Performance as an expense in the accounting period in which they are
acquired.

Depreciation of Non-Current Assets

Non-current assets with an acquisition cost individually equal to or greater than $5 000 are systematically depreciated
using the straight line method of depreciation over their useful lives. This method is considered to reflect the
consumption of their service potential. Depreciation rates are reviewed annually within the Department.

Major depreciation periods are: Years
Improvements:
Buildings:

Transportables 30-50

Fixed construction 40 - 106

Swimming pools 25-30

Paved areas 15-45

Computing and communication equipment 3-7

Telephone systems 7-15

Office furniture and equipment 5-20

Buses 12 - 20

Other plant and equipment 7-40

Payables

These amounts represent liabilities for goods and services provided to the Department prior to the end of the financial
year, which are unpaid. The amounts are unsecured and are usually paid within 30 days of recognition.

Loans

@) Borrowings
Loans are recognised upon receipt of the money and are carried at their principal amounts. Interest is accrued
over the period it becomes due and is recorded as part of payables.
The loan obligation is to the Minister for Education and Children’s Services for amounts borrowed for capital
works at school sites. The loan is repayable over the next six years. Interest is payable quarterly in arrears
and the rate is floating.

(i) Loan Receivables

Loans are recognised upon payment of the money and are carried at their principal amounts. Interest is
accrued over the period it becomes due and is recorded as part of current receivables.

The loans are receivable in varying instalments over the next 17 years. The interest rates are fixed at between
nil percent and 14.6 percent.

Provision for Fire Claims

A provision has been established for outstanding fire claims yet to be settled as at balance date. The outstanding claims
were previously reported under contingent obligations. The effect of this change was to increase supplies and services
expenses by $6.1 million in 2001-02.

Accounting for the Goods and Services Tax (GST)
In accordance with the requirements of UIG Abstract 31 ‘Accounting for the Goods and Services Tax (GST)’, revenues,
expenses and assets are recognised net of the amount of GST except that:

. the amount of GST incurred by the Department as a purchaser that is not recoverable from the Australian
Taxation Office is recognised as part of the cost of acquisition of an asset or as part of an item of expenses;

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

The net GST receivable/payable to the Australian Taxation Office has been recognised as a receivable/payable in the
Statement of Financial Position.

Cash flows are reported on a gross basis in the Statement of Cash Flows. The GST component of the cash flows arising
from investing or financing activities, which are recoverable from, or payable to, the Australian Taxation Office have
however been classified as operating cash flows.

Rounding
All amounts are rounded to the nearest thousand dollars.
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3.

Output Classes and Outputs
The output classes and outputs presented in this report are:
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(i)

(iii)

Output Class - Education and Training
Provision of preschool education, reception to year 12 education, and vocational education and training.
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Output - Delivery of Preschool Education

The provision of early childhood education through preschools and child parent centres, and the purchase
(co-ordination, policy, planning, curriculum, quality regulation and funding) of preschool positions through
independent community organisations.

Output - Reception to Year 12
Delivery of R-12 educational programs at the local level incorporating the aggregate global budget.

Output - Vocational Education and Training (VET)

The provision of vocational education and training by TAFE Institutes and other providers outside the school
sector (including the provision of Adult Community Education), including contestable and non-contestable
sources of funding; policy advice and support for post secondary education.

Output - Regulatory Services for the Vocational Education and Training Organisations
The provision of registration and accreditation services for registered training organisations and the
administration of New Apprenticeship contracts.

Output Class - Childcare
The provision of a flexible range of high quality programs and services which meet the changing needs of families and
enhance children’s development in the critical early years.

Output Class - Employment Services
The provision of employment programs and services to increase South Australia’s youth and adult employment levels.

(iv) Output Class - Coordination and Advice
The provision of policy advice and coordination in relation to children’s services, education, training, employment, youth
and industry planning and community information and advice.
(v) Output Class - Youth Services
The provision of youth programs and services.
Employee Expenses 2002 2001
$'000 $'000
Salaries and wages (including annual leave) 1083995 1056889
Superannuation 117 796 123 287
Payroll tax 71787 71923
Targeted voluntary separation payments 44 168 29 826
Long service leave 55 949 47 632
Workers compensation 13 040 5186
Other employee related costs 3757 5001
1390492 1339744
Supplies and Services
Minor works, maintenance and equipment 87 076 91 479
Child care assistance, school card and other allowances 32 820 29 048
Cleaning 15732 14 591
Utilities 25197 25920
Fees - Contractors, consultants and other outsourced services 24 578 30418
Printing, postage and consumables 22 877 19 071
Computer communications 28 801 30477
Vehicle and travelling expenses 25920 24 576
Rentals and leases 15 053 15 274
Telecommunications 18 527 19 456
Bus contractors 12 105 9 849
Non-government VET provider services 30 876 29 658
Trainee reimbursements 5210 8930
Other 38 741 30 949
383513 379 696
Consultancy Fees
The Department engaged consultants during the period and incurred expenses of $206 000 ($287 000).
Grants and Subsidies
Major grants and subsidies comprise:
Partnerships 21* 80514 72 117
Schools Operating Support Grant* 6 852 16 208
Vocational, Education and Training Programs 2 662 6 297
Back to School Program* 11 416 2942
Employment Programs 14 767 11 882
VET in schools* 4719 2983
Students with Disabilities* 2608 4678
Other specific grants* 24771 18 318
Cleaning grants* 4 825 8 441
153 134 143 866

* Some grants previously paid in these categories are now included in Partnerships 21.
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11.

12.

13.

Depreciation

Depreciation expense for the reporting period was charged in respect of:
Buildings and improvements
Computing, communication equipment, furniture and equipment
Buses
Other

Other Expenses

Reduction in value of non-current assets
Auditors’ remuneration - Auditing services*
Asset revaluation reserve adjustment
Provision for doubtful debts and debt write-offs
Loss on sale of investments

Written down value of assets on disposal

Education, Training and Employment

2002 2001
$'000 $'000
59 452 58 620
2534 2717
1560 1670
321 315
63 867 63 322
6 750 1328
1063 1059
- 1143

205 304
140 -
5477 10 321
13 635 14 155

* Includes payments to the Auditor-General and other private auditors for non-corporate work. The auditors provided no other

services and received no other benefits.
Commonwealth Grants
Recurrent Grants:
General purpose
Specific purpose

Capital Grants:
General purpose

Total Commonwealth Grants

Conditions Over Revenue

175 048 163 499
63 544 61 495
238 592 224 994
34 752 32 989
34 752 32 989
273 344 257 983

The following revenues were recognised for the year ended 30 June 2002 with the condition that they be expended in a particular

manner, but had yet to be applied in that manner at 30 June 2002.

Opening Closing
Balance Revenue  Expenses Balance
1.7.01  for Period  for Period 30.6.02
Commonwealth Grants for: $'000 $'000 $'000 $'000
Primary and secondary education 7 206 28 269 (28 608) 6 867
Child care services 1267 32271 (33 211) 327
8473 60 540 (61 819) 7194
Student and Other Fees and Charges 2002 2001
$'000 $'000
Student enrolment fees and charges 31833 29 117
Sales/Fee-for-service revenue 35 336 42 958
Other user fees and charges 16 426 19 842
83 595 91917
Other Revenues
Targeted voluntary separation package recoveries 44 168 29 816
Assets recognised for the first time 15 664 7 130
Proceeds from sales of non-current assets 7782 10 271
Sundry revenue 24 898 11 436
92 512 58 653
Revenues from State Government
(@ Recurrent Appropriation 1810249 1714161
Less: Appropriations not recognised in the Operating Statement
Administered Expense - Refer Note 12(c) 407 346 369 091
1402903 1345070
(b) Capital Appropriation 91 995 67 049
Total Government Revenues 1494898 1412119

(©) Transfer Payments

The Department is responsible for transfer of payments to eligible beneficiaries consistent with instructions from the
Minister for Education and Children’s Services. The Department does not control how these funds are to be spent and
acts only as an agent responsible for the administration of the transfer proceeds to the third parties. During the reporting
period, the Department received and transferred $407.3 million ($369.1 million). (Refer Note 1(c) Administered Funds).

Net Gain (Loss) on Disposal of Non-Current Assets

Proceeds from disposal
Less: Written down value

Gain (Loss) on disposal
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14.

15.

16.

17.

Cash Assets 2002 2001
$'000 $'000

Special Deposit Accounts with Department of Treasury and Finance 77 430 69 765
Cash at bank and on hand 1711 1656
Section 21 Deposit Accounts 300 296
79 441 71717

The Special Deposit Accounts are bearing floating interest rates determined as follows:

. that portion applying to the level of debt owing to the Department of Treasury and Finance is determined by the
applicable common public sector interest rate.

. the remainder is determined by the applicable 90 day bank bill rate.

Receivables 2002 2001

Current: $'000 $'000 $'000 $'000
Fees and charges and other receivables 23 650 22 064
Less: Allowance for doubtful debts 1438 1345

22 212 20 719

GST recoverable from the ATO 5796 5797
Loan receivables 331 317
Other receivables 173 8 175

28 512 35008

Non-Current:

Workers Compensation receivable 1364 961
Loan receivables 3401 3110
4765 4071
Investments 2002 2001
Non-Current: $'000 $'000
Shares in subsidiary (refer below) 972 451
Shares in Ngapartji Pty Ltd (refer below) 375 375
Other 1 2
1348 828
Subsidiary Company Austraining
International
Pty Ltd
2002
$'000
Interest in company 400
Retained profit 572
Equity accounted amount of investment in subsidiary company 972

Retained profits (losses) attributable to subsidiary company:

Balance at 1 July 334
Operating profit (loss) and extraordinary items after income tax 238

Balance at 30 June 572

Australian Information Technology Engineering Centre Pty Ltd (AITEC)
During the year the former Minister for Education and Children’s Services, disposed of his share in AITEC.

Austraining International Pty Ltd

Austraining International Pty Ltd was previously owned by the Minister for Education and Children’s Services and the NSW Minister
for Technical and Further Education in equal proportions. The Minister for Education and Children’s Services purchased the
remaining 50 percent share in Austraining Pty Ltd in July 2001. Austraining International Pty Ltd’'s principal activity is to secure
international contracts for work in vocational education and training. The current figures are based on the unaudited financial
statements as at 30 June 2002. The figures are not consolidated as they were considered to be immaterial and unaudited at the
time of preparing these statements.

Ngapartji Pty Ltd (Ngapartji)

The Minister for Education and Children’s Services is the owner of one $1 ‘A’ class share in Ngapartji issued at par, as well as the
holder of one $1 ‘A’ class share issued at par and previously owned by the Minister for Employment, Training and Further
Education. In addition, the Minister owns 375 $1 ‘B’ class (non voting) shares issued at a premium of $999 per share.

Whilst the Minister has financial involvement with other organisations, the above represent those of material significance.

Other Current Assets 2002 2001
$'000 $'000
Prepayments 4 415 4385
Inventories 1323 765
5738 5150
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19.

Property, Plant and Equipment

Land at valuation*

Land at cost

Buildings and improvements at valuation*

Buildings and improvements at cost

Computing, communication equipment, furniture
and equipment at valuation*

Computing, communication equipment, furniture
and equipment at cost

Buses at valuation*

Buses at cost

Construction work in progress at cost

Other (libraries, toys and security) at valuation*

Other (libraries, toys and security) at cost

Education, Training and Employment

2002 2001
Written Written
Cost or Accumulated Down Costor  Accumulated Down
Valuation Depreciation Value  Valuation Depreciation Value
$'000 $'000 $'000 $'000 $'000 $'000
501 859 - 501 859 397 752 - 397 752
1233 - 1233 2 596 - 2 596
3304 777 1869 121 1435656 3011617 1713982 1297635
90 394 1760 88 634 168 532 5903 162 629
3748 2 953 795 3748 2794 954
37 330 20 570 16 760 35457 18 681 16 776
49 689 30 149 19 540 40 356 22 349 18 007
- - - 950 70 880
10 557 - 10 557 34 756 - 34 756
27 249 972 26 277 28 667 353 28 314
3001 1236 1765 2947 957 1 990
4 029 837 1926 761 2103076 3727378 1765089 1962289

* Valuations of land were performed at 1 January 2002 by the Valuer-General, buildings and improvements by the Department for
Administrative and Information Services at 30 June 2002 and libraries by VALCORP Aust Pty Ltd at 30 June 2002. Valuations of
computing and communication equipment, furniture and equipment, and buses are based on current replacement cost in
accordance with Department of Treasury and Finance policy on valuations of non-current assets.

Reconciliations

Reconciliations of the carrying amount of each class of land, buildings and improvements, plant and equipment and other non-
current assets at the beginning and end of the current financial year are set out below:

2002 Net
Carrying Transfer Revaluation Other Carrying
Amount to (from)  Increment Move- Depreci- Amount
1.7.01 Additions Disposals WIP (Decrement) ments ation 30.6.02
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Land at valuation 397 752 42 3506 - 106 251 1320 - 501 859
Land at cost 2596 1233 - - - (2 596) - 1233
Buildings and improvements at valuation 1 297 635 3729 1477 - 53919 139668 57818 1435656
Buildings and improvements at cost 162 629 334 - 54 458 - (127 155) 1632 88 634
Computing, communication equipment,
furniture and equipment at valuation 954 - - - - - 159 795
Computing, communication equipment,
furniture and equipment at cost 16 776 2511 217 - - 66 2 376 16 760
Buses at valuation 18 007 - 278 - 2493 812 1494 19 540
Buses at cost 880 - - - - (812) 68 -
Construction work in progress at cost 34 756 30 259 - (54 458) - - - 10 557
Other (libraries, toys and security)
at valuation 28 314 522 - - (2 595) 56 20 26 277
Other (libraries, toys and security) at cost 1990 131 - - - (56) 300 1765
1962 289 38 761 5478 - 160 068 11303 63867 2103076
2001 Net
Carrying Transfer Revaluation Other Carrying
Amount to (from)  Increment Move- Depreci- Amount
1.7.00 Additions Disposals WIP (Decrement) ments ation 30.6.01
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Land at valuation 402 979 - 5227 - - - - 397 752
Land at cost 1600 996 - - - - - 2596
Buildings and improvements at valuation 1 370 209 391 4429 - (17 924) 6216 56828 1297635
Buildings and improvements at cost 97 506 - 14 66 942 (23) - 1792 162 629
Computing, communication equipment,
furniture and equipment at valuation 692 - - - 797 (329) 206 954
Computing, communication equipment,
furniture and equipment at cost 18 063 1458 340 - - 107 2512 16 776
Buses at valuation 19 665 - 20 - - - 1638 18 007
Buses at cost 228 684 - - - - 32 880
Construction work in progress at cost 67 344 34 354 - (66 942) - - - 34 756
Other (libraries, toys and security)
at valuation 28 558 - 219 - - - 25 28 314
Other (libraries, toys and security) at cost 2221 126 73 - - 5 289 1990
2 009 065 38 009 10322 - (17 140) 5999 63322 1962289
Payables 2002 2001
Current: $'000 $'000
Trade creditors 46 884 70 980
Accruals 3282 4937
On-costs on employee entitlement provisions 12776 12 268
Other 110 -
63 052 88 185
Non-Current:
On-costs on employee entitlement provisions 14 554 13753
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20.

21.

22.

23.

24.

Interest bearing Liabilities 2002 2001
Current: $'000 $'000
Overdraft 2170 2134
Loans 1200 1200
3370 3334
Non-Current:
Loans 5720 5737
Advances 620 620
6 340 6 357
Employee Entitlements
Current:
Accrued salaries and wages 29 708 29414
Provision for annual leave 55 693 46 562
Provision for non-attendance days 3311 3184
Provision for long service leave 26 694 25 027
Employer superannuation contributions 10 160 9217
Workers Compensation provision 13 567 11 844
139 133 125 248
Non-Current:
Provision for long service leave 245128 228 318
Employer superannuation contributions 10 540 9941
Workers compensation provision 43 105 39 265
298 773 277 524
Other Liabilities
Current:
Provision for fire claims 6 059 -
Deposits 7524 5 546
Unearned revenue 1718 166
Other liabilities 2 064 2108
17 365 7 820
Non-Current:
Deposits 265 249
Remuneration of Employees 2002 2001
Total Total
The number of employees whose remuneration received or receivable exceeded Number of Number of Number of Number of
$100 000 for this period are grouped within the following bands: Executives* Employees Executives* Employees
$100 000 - $109 999 12 7 10 71
$110 000 - $119 999 6 18 10 29
$120 000 - $129 999 4 12 1 4
$130 000 - $139 999 2 3 3 3
$140 000 - $149 999 5 5 5 8
$150 000 - $159 999 1 2 4 5
$160 000 - $169 999 6 6 - -
$170 000 - $179 999 1 1 1 1
$190 000 - $199 999 - - 1 1
$200 000 - $219 999 1 1 - -
$240 000 - $249 999 1 1 - -
$270 000 - $279 999 - - 1 1
39 123 36 123

Total remuneration received or due and receivable by the above employees was $14.4 million ($14 million) which is included in
employee expenses. This number of employees includes 6 (15) who received country incentive payments. The remuneration
includes salary, employer’s superannuation costs, use of motor vehicle in accordance with prescribed conditions and associated
fringe benefits tax, but does not include any amounts payable due to retirement under the Targeted Voluntary Separation Package
(TVSP) Scheme. The TVSP impact on employee numbers and amounts is disclosed in Note 24. The number of employees

reported last year for 2001 was 135 which included 13 employees who retired or resigned during the year.

The number of

employees reported for 2002 does not include employees who retired or resigned during the year, and as such, last year's figures

have been adjusted for comparative purposes.
* Based on the Department’s Executive Organisation Structure.

Targeted Voluntary Separation Packages (TVSPs)
TVSPs paid to employees for the reporting period were:
TVSP payments (included in employee expenses)
Recovered/recoverable from the Department of the Premier and
Cabinet in respect of TVSPs
Annual and long service leave accrued over the period of employment
paid to employees who received TVSPs

The number of employees paid TVSPs during the reporting period totalled 542 (351).
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25.

26.

27.

28.

29.

30.
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Equity 2002 2001
Accumulated Surplus $'000 $'000
Balance at 1 July 1504931 1597723
Adjustment for assets brought to account for first time* - 4921
Deficit for the year (39 642) (97 713)

1465289 1504931

Asset Revaluation Reserve

Balance at 1 July 51 662 67 648
Increase (Decrease) as a result of revaluations 163 077 (15 986)
214 739 51 662

Total Equity 1680028 1556593

The asset revaluation reserve is used to record increments and decrements on the revaluation of non-current assets. This accords with the
Department policy on the revaluation of property, plant and equipment as discussed in Note 2.

* Relates to net assets of DECStech Foundation not previously brought to account.

Operating Leases - Lessee 2002 2001
At the reporting date, the Department had the following obligations as lessee under non-cancellable operating $'000 $'000
leases. These are not recognised as liabilities in the Statement of Financial Position.

Payable no later than one year 1289 998

Payable later than one year and not later than five years 1258 2951

Payable later than five years 326 1385

2873 5334

GST included in operating lease commitments 205 26

The property leases are non-cancellable leases, with rental payable monthly in advance. Contingent rental provisions within the
lease agreement require the minimum lease payments to be increased by the CPI on an annual or bi-annual basis. Options exist to
renew the leases at the end of the term of the leases.

Capital Budget Commitments 2002 2001

At the end of the reporting period the Department had the following capital budget commitments. $'000 $'000
These amounts are due for payment:

Not later than one year 48 920 38 654

Later than one year and not later than five years 44 347 419

Later than five years - -

93 267 39073

GST included in capital budget commitments 8 479 3552

Contingent Obligations
The Department has items which meet the definition of liabilities but have not been recognised because they cannot be measured
reliably. These items are set out as follows:

. The Department has received advice from the Crown Solicitor that Temporary Relieving Teachers (TRTs), Hourly Paid
Instructors (HPIs), Bus Drivers and other casual employees are eligible for long service leave pursuant to section 71(2) of
the Public Sector Management Act 1995. The effect of this has not been quantified, however, the Department recognises
that it does have a liability to provide for long service leave for TRTs, HPIs and other casual employees applicable from
1 January 1978; bus drivers 1 January 1994. Payments for long service leave to these employees in 2001-02 totalled
$275 000.

. The Department has received advice from the Crown Solicitor that School Services Officers (SSOs) and Government
Services Employees (GSEs) are eligible for an on call allowance pursuant to clause 6.9 of the South Australian
Government Services Award. The effect of this has not been quantified, however, the Department recognises that it does
have a liability to provide an on call allowance for SSOs and GSEs.

Contingent Assets

The Department recognises that there are recoveries due from schools for works undertaken at sites during the past two years that
the Department has met centrally. These amounts will be recovered in 2002-03. The amounts meet the definition of assets but
have not been recognised because they cannot be measured reliably. It is estimated that the total amount of these recoveries is
approximately $8 million.

Reconciliation of Net Cash used in Operating Activities to Net Cost of Services 2002 2001
$'000 $'000

Net cash provided by operating activities 41183 7115
Depreciation (63 867) (63 322)
Investments - share of operating profits (losses) 299 (416)
Bad and doubtful debts (205) (304)
Net assets recognised for the first time 15 664 7 130
Decrement in value of assets (6 849) (2471)
Gain (loss) on sale of assets 2 305 (50)
Increase in employee entitlements (35 134) (22 354)
(Decrease) Increase in receivables (5901) 11908
Increase in other current assets 588 e
Decrease (Increase) in payables 12 397 (30 485)
Increase in other liabilities (3502) (4 650)
Government appropriation (1494 898) (1412119)
Other movements in non-current assets 3380 109
Net Cost of Services (1534 540) (1509 832)
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31.

32.

Financial Instruments

@

(b)

(©)

(d)

Accounting policies and Terms and Conditions Affecting Future Cash Flows

Financial Assets

Cash deposits are recognised at their nominal amounts. Interest is credited to revenue as it accrues. Interest is earned
on the daily balance at rates based on the applicable common public sector interest rate. Interest is paid on a monthly
basis.

Trade accounts receivables are generally settled within 30 days and are carried at amounts due. Credit terms are net
30 days. A provision is raised for any doubtful debts based on a review of all outstanding amounts at balance date. Bad
debts are written off in the period in which they are identified.

Loans are recognised at the amounts lent. Collectibility of amounts outstanding is reviewed at balance date. Provision is
made for bad and doubtful loans where collection of the loan or part thereof is judged to be less rather than likely.
Interest is credited to revenue as it accrues. No security is generally required. Principal is repaid in full at maturity.
Interest rates are fixed. Interest payments are due on the day of the scheduled agreed terms of payment.

Financial Liabilities

Trade accounts payable, including accruals not yet billed, are recognised when the Department becomes obliged to
make future payments as a result of a purchase of assets or services at their nominal amounts. Trade accounts payable
are generally settled within 30 days.

Borrowings are recognised when issued at the amount of the net proceeds due and carried at cost until settled. Interest
is recognised as an expense when it is due.

All assets and liabilities are unsecured.

Credit Risk Exposures
The credit risk on financial assets of the Department which have been recognised in the Statement of Financial Position
is generally the carrying amount, net of any provision for doubtful debts.

Interest Rate Risk Exposures
The Department’s exposure to interest rate risk and the effective weighted average interest rate for each class of financial
assets and financial liabilities is set out as follows:

Fixed
Weighted Fixed Interest
Average Floating Interest  maturing in Non-
Interest Interest  Maturingin ~ more than Interest 2002 2001
Rate Rate 1to5 years 5 years Bearing Total Total
Financial Assets: Percent $'000 $'000 $'000 $'000 $'000 $'000
Cash and deposits 5.04 78 597 - - 844 79 441 71717
Receivables - - - - 29 546 29 546 35652
Other assets - - - - 5738 5738 5150
Loans 7.14 - 164 2414 1154 3732 3427
78 597 164 2414 37282 118457 115946
Financial Liabilities:

Trade and other creditors - - - 50 276 50 276 75917
Loans 6.51 9 090 - - 620 9710 9691
Other liabilities - - - 9 507 9 507 7 902
9 090 - - 60 403 69 493 93510
Net Financial Assets (Liabilities) 69 507 164 2414 (23121) 48 964 22 436

Net Fair Value of Financial Assets and Financial Liabilities
The net fair value of financial assets and financial liabilities of the Department approximates their carrying value.

Other Non-Corporate Operational Units Financial Information

The following is a summary of transactions processed by schools and other non-corporate operational units for the school year

ended 31 December 2001, and covers a 14 month period due to the change in school financial year from November to October to a
calendar year basis.

STATEMENT OF FINANCIAL PERFORMANCE

2001
Operating Expenses: $'000
Employee expenses 25 875
Supplies and services 158 899
Borrowing costs 288
Other expenses 6 373
Total Cost of Services 191 435
Operating Revenues:
Commonwealth grants 5792
Student and other fees and charges 73 905
Other grants and contributions 142 785
Interest and investment income 8321
Other revenues 38 392
Total Operating Revenues 269 195

SURPLUS FOR THE YEAR 77 760
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32.

Other Non-corporate Operational Units Financial Information (continued)
STATEMENT OF FINANCIAL POSITION

Current Assets:
Cash on hand, at bank and on deposit*
Receivables
Other
Total Current Assets

Non-Current Assets:
Other
Investments
Property, Plant and Equipment
Total Non-Current Assets
Total Assets

Current Liabilities:
Payables
Borrowings
Other
Total Current Liabilities

Non-Current Liabilities:
Payables
Borrowings
Other
Total Non-Current Liabilities
Total Liabilities

NET ASSETS

EQUITY:
Accumulated surplus

TOTAL EQUITY

* Represents cash held by schools which is committed for various purposes.
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2001
$'000
159 771
24 037
6 822
190 630

9113
768

75 008
84 889
275519

632

22122
22 817

3361
7 458
10819
33 636

241 883

241 883
241 883



FLINDERS UNIVERSITY OF SOUTH AUSTRALIA

FUNCTIONAL RESPONSIBILITY AND STRUCTURE

The University was established pursuant to The Flinders University of South Australia Act 1966 and this Act
confers all powers and authorities for its operation on the Council. To assist in its deliberations Council has
established certain committees, including the Resources Committee and Audit Committee to focus on matters of
a financial and audit related nature.

The overall purpose of the University is to provide higher education and research in an environment which fosters
creativeness, advances intellectual knowledge and facilitates accessibility with the wider public community.

The University is dependent to a large extent on grants from the Commonwealth Government which may be
approved for specific and general spending purposes. In addition, the University receives student tuition fees
and charges, endowments, general bequests and sponsorships.

As at 31 December 2001 the University had a number of controlled entities. Major entities include:

. Flinders Consulting Pty Ltd

The company’s prime objective is to maintain a commercial operation that arranges the conduct of
consultancies and other business objectives from which the University derives financial benefits.

It utilises the skills and knowledge of the University staff, and engages and coordinates the specialist
skills of external organisations and individuals.

. Flinders Technologies Pty Ltd
The company markets the University’'s intellectual property and negotiates the business arising
therefrom.

. Airborne Research Australia Pty Ltd

The company’s main activity relates to atmospheric research and includes high resolution physical and
chemical measuring and analyses, research and monitoring, radiometry and remote sensing.

Audit Committee

As part of the University’s corporate governance, the Council established an Audit Committee which comprises
five members, of whom two are members of Council, and it operates within the framework of a Charter.

The role of the Audit Committee includes:

. Provision of advice regarding:
O compliance by the University with statutory requirements, Council policies and accounting
standards,
O measures to minimise risk exposures and safeguard assets,
O measures to improve the efficiency of resource use in the University,
O measures to ensure that the prudential responsibilities of the Council are discharged,
O measures to ensure appropriate standards of financial disclosure and accounting policy.
. Review of the annual accounts of the University and related organisations;
. Commissioning investigations relevant to its role as it sees fit;
. Review of internal auditor’'s annual program;
. Liaison with external auditors.

Audit representatives attended Audit Committee meetings throughout the year.
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Flinders University

SIGNIFICANT FEATURES

. Consolidated operations for the year resulted in a net operating surplus of $6.5 million ($7.1 million).

. Income from fee paying students was $13.1 million ($11.6 million).

. Property, plant and equipment increment $5.6 million ($3.3 million).

. Adjustment to retained accumulated funds of $8.9 million as a result of adoption of Australian Accounting

Standard AAS 15 ‘Revenue’.

AUDIT MANDATE AND COVERAGE
Audit Authority

Subsection 31(1)(b) of the Public Finance and Audit Act 1987 provides for the Auditor-General to audit the
accounts of the University in respect of each financial year.

Scope of Audit

In respect of the year ended 31 December 2001, the auditable areas that were subject to review included:

. revenue . assets

. accounts payable . general ledger

. payroll . computer processing environment
. liabilities . controlled entities.

Audit Communications to Management

The scope of audit review and issues arising were conveyed in an audit management letter to the
Vice-Chancellor of the University. The response received from the University indicates action proposed or taken
to address the issues raised by Audit. Further commentary on these issues is contained in ‘Audit Findings and
Comments’ hereunder.

AUDIT FINDINGS AND COMMENTS

Commentary on General Financial Controls

Although the University’'s general financial control environment was considered satisfactory, a number of areas
were identified where control practices could be strengthened and others where policies/procedures are required
to be formulated or improved. These issues were raised with the University and a satisfactory response,
including action proposed, was received.

Commentary on Computer Information Systems (CIS) Environment

The University's Computer Information Systems (CIS) Environment was considered satisfactory.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of The Flinders
University of South Australia included an assessment of the controls exercised in relation to the receipt,
expenditure and investment of money, the acquisition and disposal of property and the incurring of liabilities.

Audit formed the opinion that the controls exercised by The Flinders University of South Australia in relation to
the receipt, expenditure and investment of money; the acquisition and disposal of property; and the incurring of
liabilities, were sufficient to provide reasonable assurance that the financial transactions of the organisation were
conducted properly and in accordance with law.
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INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS

Statement of Financial Performance

Consolidated operations for the year resulted in a net operating surplus of $6.5 million, a decrease of $685 000.
The result reflects an increase in revenue from ordinary activities of $10.5 million compared to an increase of
$11.1 million in operating expenses.

Revenue

The increase in revenue from ordinary activities was due principally to an increase of:

. $5.7 million in Commonwealth Government financial assistance (excluding HECS).

. $2.9 million in South Australian Government financial assistance. This predominantly relates to a change
in accounting policy that is explained in Note 1(s).

The following chart reflects the changing composition of revenues over recent years.
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Expenses

Expenses from ordinary activities increased by $11.1 million to $166.1 million.

Employee benefit expenses, $110.5 million ($100.5 million), accounted for 66.5 percent (64.8 percent) of
expenses from ordinary activities. The increase in employee benefits expenses is attributable to:

. recoups which in previous years were offset against revenue;
. an Enterprise bargaining increase of 2.4 percent;
. deferred employee benefits for Super increased by $2.1 million (offset by similar increase in revenue).
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The following chart reflects academic and non-academic salaries and salary related costs as a percentage of
total revenues over recent years.

Salaries and Related Costs: Total Revenue
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Statement of Financial Position

Consolidated net assets increased by $18.4 million (9.5 percent) to $212.9 million. The result reflects an
increase in total assets of $11.2 million compared to a decrease of $7.2 million in liabilities.

Assets

The increase in assets was due principally to an increase of $8.5 million in Property, plant and equipment and
was predominantly due to non building acquisitions of $7.2 million and asset revaluation of $5.6 million. This was
partly offset by disposals of $2.7 million.

Liabilities

The decrease in liabilities was due principally to a decrease in Other current liabilities of $9.0 million. This was
due mainly to a decrease in Commonwealth Department of Education, Science and Training (DEST) income
received in advance of $8.9 million as a result of the adoption of Australian Accounting Standard AAS 15
‘Revenue’ as explained in Note 1(s).

Statement of Cash Flows

During the year there was a decrease in cash held of $7.9 million. This resulted from $10.4 million provided by
operating activities offset by $18.3 million used in investing activities. Included in cash outflow from investing
activities were amounts of $12.7 million and $10.7 million relating to purchases of investments and property, plant
and equipment respectively.

FURTHER COMMENTARY ON OPERATIONS

Student System

In 1998 an upgrade of all the University’s major administrative systems was planned. As part of the planning for
the upgrade it was decided to review alternatives to the major upgrade of the Student system at the time.
Following a Request for Proposal document in late 1998, the Student One student system was recommended in

early 1999 with a proposed live date in May 2000.

In November 2000 the cash receipting module for general receipting was brought into live usage. In September-
October 2001 the remaining modules including, student billings, student receipting and student records went live.

The budget for the implementation of the software and staffing costs was originally $1.5 million but was
subsequently increased to $1.8 million. The increase was due to a number of product enhancements.
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Statement of Financial Performance for the year ended 31 December 2001

Consolidated University
2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
Revenue from Ordinary Activities 2 172 581 162 133 166 668 151 847
Expenses from Ordinary Activities 3 166 123 154 990 159 145 147 428
Net Operating Result 6 458 7143 7523 4419
Increase in asset revaluation reserve 11,17 3 066 697 3059 -

Adjustment to retained accumulated funds as a result of the
adoption of revised accounting standard Australian Accounting Standard
AAS 15 ‘Revenue’ 8 906 - 8 906 -
Adjustment to retained accumulated funds as a result of the
adoption of revised accounting standard Australian Accounting Standard

AAS 19 ‘Interest in Joint Ventures’ - (1382) - (1382)
Total Revenue, Expenses and Valuation Adjustments attributed to the

Parent Entity and Recognised Directly in Equity 18 430 6 458 19 488 3037
TOTAL CHANGE IN EQUITY OTHER THAN THOSE RESULTING FROM

TRANSACTIONS WITH OWNERS AS OWNERS 18 430 6 458 19 488 3037

The 2000 operating result includes an increase in unspent financial assistance of $2.4 million. The University has included that amount as revenue for the period
but related expenditure will not occur until subsequent periods. Had the matching expenditure been made in the reporting period, the operating result would have
been decreased by $2.4 million. The unspent financial assistance is treated this way because the receipt of financial assistance does not create a liability for the
University. In 2001, revenue from financial assistance was approximately equal to expenditure.

Statement of Financial Position at 31 December 2001

Consolidated University
2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
CURRENT ASSETS:
Cash 566 508 391 415
Inventories 1(h),7 413 322 413 322
Receivables 1(c),8,19 11 717 12 871 10 954 12 478
Investments 1(c),9 20 544 20 555 16 453 14 413
Other 10 1393 526 1390 526
Total Current Assets 34 633 34782 29 601 28 154
NON-CURRENT ASSETS:
Receivables 1(c),8,19 21 042 21471 21 042 21471
Investments 1(c),9 26 642 23 509 23488 20 313
Property, plant and equipment 1,11 184 459 176 004 179 865 170 730
Other 10 991 741 1359 1255
Total Non-Current Assets 233 134 221 725 225 754 213 769
Total Assets 267 767 256 507 255 355 241 923
CURRENT LIABILITIES:
Accounts payable 1(c),13 7 808 6 358 7114 5962
Interest Bearing Liabilities 14 950 623 1573 1086
Provisions 1(d),(e),15, 19 7526 7 106 7322 6 944
Other 16 3730 12 700 3488 11188
Total Current Liabilities 20 014 26 787 19 497 25 180
NON-CURRENT LIABILITIES:
Provisions 1(d),(e),15, 19 34 805 34 452 34720 34 343
Other 16 - 750 - 750
Total Non-Current Liabilities 34 805 35 202 34 720 35 093
Total Liabilities 54 819 61 989 54 217 60 273
NET ASSETS 212948 194 518 201 138 181 650
EQUITY:
Reserves 17 13736 9451 13 032 8 754
Accumulated funds 199 212 185 067 188 106 172 896
TOTAL EQUITY 212948 194 518 201 138 181 650
Commitments and Contingent Liabilities 18, 20, 21
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Flinders University

Consolidated University
2001 2000 2001 2000
Inflows Inflows Inflows Inflows
(Outflows) (Outflows) (Outflows)  (Outflows)
CASH FLOWS FROM OPERATING ACTIVITIES: Note $'000 $'000 $'000 $'000
INFLOWS:
Financial Assistance:
DEST 74 473 71 222 74 473 71 222
Other Commonwealth 16 649 12 550 16 471 12 460
Total Commonwealth 91 122 83772 90 944 83 682
South Australian Government 5363 1973 5363 1973
Higher Education Contribution Scheme:
Student payments 3626 3492 3626 3492
Commonwealth receipts 27 230 26 341 27 230 26 341
Fees and charges 20 825 18 608 19 024 16 861
Investment income 2 808 2175 2 407 1830
Consultancy and contract research 11 637 10018 7 853 6 884
Other revenue 10 741 6 188 10 708 5 696
OUTFLOWS:
Staff salaries (80 771) (73 428) (79 072) (72 192)
Staff related costs (28 385) (26 770) (27 922) (26 106)
Other (53835) (46 038) (48 126) (39 738)
Net Cash provided by Operating Activities 30(ii) 10 361 6 331 12 035 8723
CASH FLOWS FROM INVESTING ACTIVITIES:
INFLOWS:
Proceeds from sale of investments 4229 27 662 1776 24 699
Proceeds from sale of property, plant and equipment 927 661 661 661
OUTFLOWS:
Purchase of investments (12 731) (18 632) (11 978) (18 163)
Purchase of property, plant and equipment (10 678) (7 237) (10 468) (7 167)
Net Cash (used in) provided by Investing Activities (18 253) 2 454 (20 009) 30
NET (DECREASE) INCREASE IN CASH HELD (7 892) 8785 (7 974) 8 753
CASH AT 1 JANUARY 10 411 1626 10 318 1565
CASH AT 31 DECEMBER 1(0),30(i) 2519 10411 2344 10 318

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. Summary of Accounting Policies
Financial Reporting Framework

The financial statements are a special purpose report for the Commonwealth Department of Education, Science and Training
(DEST) and a general purpose financial report. They have been prepared on a full accrual basis and in accordance with applicable
Australian Accounting Standards, other authoritative pronouncements of the Australian Accounting Standards Board, Urgent Issues

Consensus Views and the requirements of DEST.

The financial statements are generally consistent with relevant provisions of the Treasurer’s Instructions issued pursuant to the
Public Finance and Audit Act 1987 and the Accounting Policy Statements issued pursuant to the Treasurer’s Instructions, except
where the foregoing conflict with the DEST guidelines.

The financial statements have been prepared on the basis of historical costs and do not take into account changing money values
or, except where stated, current valuations of non-current assets.

The consolidated financial statements (the economic entity) comprise the accounts of the University (the parent entity) and all of its
controlled entities.

Significant Accounting Policies
The significant accounting policies that have been adopted in the preparation of these financial statements are:

€) Principles of Consolidation
A controlled entity is any entity controlled by the Flinders University of South Australia (the University). Control exists
where the University has the capacity to dominate decision making in relation to the financial and operating policies of
another entity so that the other entity operates with the University to achieve the objectives of the University. A list of
controlled entities is contained in Note 25.

The effects of transactions between controlled entities and the University have been eliminated on consolidation.

DEST requirements are specified in the publication ‘Guidelines for the Preparation of Annual Financial Statements for the 2001

Reporting Period by Australian Higher Education Institutions’.
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(b)

©

(d)

Depreciation
Depreciation is calculated on a straight line basis on all property, plant and equipment, other than land and works of art,
which are not depreciated. The following rates are based on the estimated useful life of the assets to the University:

Item:

Percent
Buildings and plant 2.50
Motor vehicles 20.00
General equipment 16.67
Computer hardware 33.33
Computer software 20.00
Aircraft 10.00
Library monographs 2.50
Library serials 2.00

The gross amount of depreciable assets and the related accumulated depreciation is provided within Note 11.
Depreciation expense by asset class is shown in Note 3.2.

Financial Instruments

Receivables
Receivables are shown at amounts due from customers, inclusive of GST and reduced for expected credit
losses (provision for doubtful debts).

Investments
The change in the University’s indexed bonds is brought to account at balance date using the CPI rate. The
share of investments in the Unisure Unit Trust is brought to account at balance date at net market value.

Other investments are at cost. The carrying amount of investments is reviewed annually by the University to
ensure that it is not in excess of the recoverable amount of these investments.

Accounts Payable
Accounts Payable are shown at amounts due to suppliers, inclusive of GST and exclusive of any applicable
discounts that will be taken.

Interest Bearing Liabilities
The University collects funds on behalf of affiliated student entities and controlled entities. The University
invests these funds along with University funds and shares the investment income.

Other Liabilities: Funds Held on Behalf of Other Entities
Funds held on behalf of other entities are shown at amounts due. These do not incur any interest charges.

Employee Entitlements

Employee entitlements expected to be settled within one year have been recognised at their nominal amount.
Entitlements expected to be settled later than one year have been measured at the present value of the estimated
applicable future cash flows.

Long Service Leave

The long service leave liability is independently actuarially estimated by the long hand method prescribed by
Australian Accounting Standard AAS 30 ‘Accounting for Employee Entitlements’. The long service leave
liability includes associated on-costs.

Annual Leave
The liability for annual leave includes associated on-costs.

Sick Leave
Sick leave is considered to be taken from the current year's accrual. As the accrual always significantly
exceeds the leave taken, no liability is recorded.

Superannuation

Superannuation schemes exist to provide benefits to University employees and their dependents upon
resignation, retirement, disability or death. The contributions made to these schemes by the University and the
emerging cost from unfunded Schemes are expensed in the Statement of Financial Performance. Note 19
provides details in respect of the individual Schemes.

Invalidity Fund

The Invalidity Fund exists to provide benefits to certain members of University Superannuation Scheme
Number 1 and a small nhumber of other staff in the event of invalidity. The University calculates the present
liability of the fund, based on an independent actuarial review conducted every three years. The last actuarial
review was conducted for the liability as at 31 December 2000. For the years between actuarial reviews, the
University estimates the liability by extrapolation from the most recent review.

Redundancy/Severance
Provision is also made for redundancy payments in circumstances where the University has formally approved
individuals’ redundancies and a reliable estimate of the amount of the payments can be determined.

Provision is also made for severance payments where it is probable payments will be made under industrial
awards for fixed term staff.
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Workers Compensation
The University is responsible for payments of workers compensation and is registered with WorkCover as an exempt
employer. Unisure Pty Ltd administers workers’ compensation arrangements on behalf of the University.

The provision for workers compensation liability is actuarially determined every three years, with the intervening years
calculated by applying an extrapolation of the most recent actuarial calculation to the latest value of claims on hand. The
method used is the claims paid development method where all past claims are brought to current values with an
allowance for late claims reporting and administration costs.  The last actuarial calculation was conducted as at
31 December 2000.

Foreign Currency
Foreign currency transactions were converted to Australian currency at the rates of exchange ruling at the date of the
transactions. There are no material foreign currency monetary items outstanding at balance date.

Goods and Services Tax
The University recognises revenues, expenses and assets net of the amount of goods and services tax (GST), except
where the amount of GST incurred by the University is not recoverable from the taxation authority.

Receivables and payables are stated with the amount of GST included. The net amount of GST recoverable from, or
payable to, the taxation authority is included as part of receivables or payables in the Statement of Financial Position.

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

Inventories

Inventories are stores of consumable items including printing and maintenance materials. Annual stocktakes are used to
verify inventory account balances. Other small inventories of consumable items including stationery, fuel and antisera
are expensed as purchased. University policy is to value inventory at the lower of cost or net realisable value.

Investments in Business Undertakings

. Controlled Entities
Investments in controlled entities are carried in the University’s Statement of Financial Position at the lower of
cost and recoverable amount. Dividends are brought to account when they are declared by the controlled
entities.

. Associates
Apart from the investment in Unisure Pty Ltd, the University has no material investments in associates and
does not include any amount in the financial statements for its interest in associated entities. Note disclosure is
made in Note 26.

. Joint Ventures
Joint Venture Operations
The University’s interest in the share of the assets, liabilities, revenue and expenses of joint venture operations
are included in the appropriate items of the University’s Statement of Financial Position and Statement of
Financial Performance, where material. Details of joint ventures are included in Note 23. The University
applied Australian Accounting Standard AAS 19 ‘Accounting for Interests in Joint Ventures’ for the first time in
2000 and there was a reduction to opening equity of $1.4 million.

Joint Venture Entities
The University has no material interest in joint venture entities and does not include any amount in the financial
statements for its interest in joint venture entities. Disclosure is made in Note 24.

Leased Assets

. University as Lessee
Leases of assets where substantially all the risks and benefits of ownership, but not legal ownership, are
transferred to the University, are classified as finance leases. Finance leases are capitalised, recording an
asset and liability equal to the present value of the minimum lease payments, including any guaranteed
residual value. They are then amortised on a straight line basis over lease term.

Leases of assets where substantially all the risks and benefits of ownership remain with the lessor are
classified as operating leases. Payments made under an operating lease are expensed in the period to which
the payment relates.

. University as Lessor
The University leases space in an investment property to external entities. It also leases a small amount of
space on its main campus to commercial entities for provision of services to students and staff and a portion of
the Lincoln Marine Science Centre to other research entities. The leases are all classified as operating leases.

Revenue Recognition

. Commonwealth Financial Assistance
DEST provide an annual Operating Grant to the University each year, with the first payment being received at
the end of the previous year. Financial assistance income from DEST is brought to account in the period in
which it is received. This is a change from the previous treatment where the first instalment of the Operating
Grant was recognised as a liability. Note 1(s)(ii) provides an explanation of the change in accounting policy.

Other Commonwealth grant revenue is recognised when received.
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V)

(m)

Consultancy and Contract Research
Revenue from Consultancy and Contract Research is recognised in the period in which the
consultancies/contract services are provided. Research Grant revenue is included in revenue when received.

Donations
Donations are received in cash and non cash forms. Non cash donations are recognised at the University’s
estimate of the fair value of the items donated.

Fees and Charges: Student Revenue
Revenue comprises fees from students for the provision of courses. The fees are recognised in the periods
during which the courses are provided.

Investment Income

Interest income is recognised as it accrues. The indexation component of indexed bonds is recorded as
revenue in the year that it is earned. Dividend income is recognised when the right to receive the dividend has
been established.

The University's share of investments in the Unisure Unit Trust is brought to account at balance date at market
value. The gains or losses, whether realised or unrealised, are included in the Net Operating Result. Capital
gains and losses on other investments are recognised when the investment is sold.

Property, Plant and Equipment

Land

Land occupied by the University is owned by the University in its own right and by the State Government. The
value of land owned by the State Government is reflected in the University’s financial statements on the basis
that the University effectively controls the land occupied.

Land controlled by the University is independently valued every three years. Land controlled by the University
was revalued as at 31 December 2001 by Norm Satchell, AAPI, B.App.Sc (Val) and Greg McCloud AAPI,
B.App.Sc (Val) of Edward Rushton Australia Pty Ltd. The basis used for the valuation was market value for
existing use. Land purchased between revaluations is valued at cost.

Buildings and Infrastructure

Buildings and infrastructure controlled by the University have been independently revalued as at
31 December 2001 by Norm Satchell, AAPI, B.App.Sc (Val) and Greg McCloud AAPI (Val) B.App.Sc (Val), of
Edward Rushton Australia Pty Ltd. The basis used for the valuation was market value for existing use.
Buildings and Infrastructure acquired subsequent to that date are valued at cost.

Building and Infrastructure valuations are undertaken triennially. The carrying amount of buildings and
infrastructure is reviewed annually to ensure that it is not in excess of the recoverable amount.

Buildings in Progress
Construction of buildings under progress is valued at cost.

Library Books - Monographs and Serials

The base value of the Library collection is reported at Council’s valuation based on current average written
down replacement cost as at 31 December 1993. Additions subsequent to 31 December 1993 are capitalised
at cost.

Equipment

This class of assets includes computer hardware and software, furniture, vehicles, marine and general
equipment. Individual items costing $10 000 or more are capitalised and recorded in the Statement of
Financial Position at cost. Items costing less than $10 000 are recognised as an expense in the Statement of
Financial Performance in the period acquired.

The acquisition cost for software includes the cost of staff time and consultants costs incurred in implementing
the software.

Aircraft

Individual items costing $10 000 or more are capitalised and recorded in the Statement of Financial Position at
cost. Items costing less than $10 000 are recognised as an expense in the Statement of Financial
Performance in the period acquired.

Aircraft were independently revalued in 2000 by R A Douglas MSAA of Douglas Aircraft Sales. The basis of
the valuation was market value for existing use.

Works of Art

The main Works of Art collection was independently valued in 1995 with subsequent acquisitions valued at
cost. A minor collection pre dating 1995 has been valued at cost. All acquisitions are included in the valuation.
Works of Art are not depreciated, and there is no fixed timeframe for revaluation.

Student Service Fees

The University collects fees on behalf of the incorporated student organisations. The organisations provide services and

amenities not available to students directly through the University. Student services fee revenue and associated
expenditure are not reflected in the financial statements.
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Doubtful Debts
The collectibility of receivables is assessed at balance date and provision made for any doubtful debts.

Cash

For the purpose of the Statement of Cash Flows, cash includes cash on hand, at call deposits with financial institutions
and investments readily convertible to cash within two working days.

Income Tax Status

The activities of the University are exempt from income tax as are all but one of its wholly owned controlled entities.
Flinders Reproductive Medicine, operating through the Flinders ART Clinic Trust is subject to income tax but fully
distributes all net earnings, so no tax is payable.

Rounding to the Nearest $'000
Unless otherwise indicated, all amounts are rounded to the nearest thousand dollars.

Comparative Figures
The previous year’s figures are provided in the financial statements for comparative purposes. Where practicable,
comparative figures have been adjusted to conform with changes in presentation and classification in the present year.

(s) Changes in Accounting Policies
. For 2001, the University has recognised certain revenue and expenses (previously set off) in order to comply
with Accounting Standard AASB 1018 ‘Statement of Financial Performance’. It is not practicable to provide
comparative figures for prior accounting periods. The financial effect of this change in policy is to increase
revenue and expense by $4.6 million. The operating result remains the same.
. In late December each year, the University receives the first payment of the Operating Grant from DEST for the
next year. In previous years DEST has required that this advance grant be treated as a liability and the
University has complied with that instruction.
The 2001 DEST Guidelines were changed to remove the requirement to show the advance grant as a liability.
As a result, the requirements of Australian Accounting Standard AAS 15 ‘Revenue’ became applicable to the
advance grant for the first time and now the advance grant is treated as revenue in the year of receipt. The
reason for this is that the University has control of the funds upon receipt and there is not a direct reciprocal
obligation to DEST.
As a result of the above:
. An amount of $8.5 million, being the DEST advance grant for 2002, received in December 2001 has
been taken up as revenue in 2001; and
. An adjustment of $8.9 million has been made to opening retained earnings because the change in
accounting policy involves the application of Australian Accounting Standard AAS 15 ‘Revenue’ for the
first time.  This is the value of the advance grant received in December 2000 together with a special
advance grant received earlier, that were recorded as liabilities in the 2000 annual financial statements.
The net impact of the above changes is to reduce the Operating Result for 2001 by $385 000.
Revenue from Ordinary Activities Consolidated University
2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
Commonwealth Government financial assistance 1(k),2.1,32 89 034 83 347 88 856 83 257
South Australian Government financial assistance 2.2 4 875 1973 4875 1973
Higher Education Contribution Scheme: 32.1
Student contributions 3626 3492 3626 3492
Commonwealth payments 27 230 26 912 27 230 26 912
Fees and charges 1(k),2.3 20185 18 275 18 478 16 528
Superannuation:
Deferred Government contributions 19 200 (1 900) 200 (1 900)
Commonwealth supplementation 1398 929 1398 929
Investment income 1(k),2.4 3 146 5551 2752 2608
Royalties, Trademarks and Licences 2.5 338 1736 209 22
Consultancy and contract research 1(k),2.6 10 592 10018 7 152 6 884
Other revenue 2.7 11 957 11 800 11 892 11 142
Total Revenue from Ordinary Activities 172581 162 133 166 668 151 847
2.1 Commonwealth Government Financial Assistance (excluding HECS)
2001 2000 2001 2000
Teaching and Learning: $'000 $'000 $'000 $'000
Operating purposes excluding HECS 64 685 60 683 64 685 60 683
Teaching hospital (FMC) 178 174 178 174
Capital development pool - 987 - 987
Australian Research Council:
Large research 2202 2765 2202 2765
Strategic partnerships with industry 772 666 772 666
Research Fellowships 195 254 195 254
International Researcher Exchange 6 25 6 25
Research infrastructure equipment and facilities - 142 - 142
Indigenous Researchers Development Scheme 25 8 25 8
DEST:
Small research 743 761 743 761
Infrastructure block 2314 2272 2314 2272
Australian postgraduate awards 1814 1795 1814 1795
International Postgraduate Research Scholarships 286 265 286 265
73 220 70 797 73 220 70 797
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2.1 Commonwealth Government Financial Assistance
(excluding HECS) (continued)
Other Commonwealth Government:
National Health and Medical Research Council
financial assistance
Other Commonwealth Government research
financial assistance
Other Commonwealth Government financial
assistance non-research

2.2 State Government Financial Assistance
Research Financial Assistance:
SA Health Commission
Other research financial assistance

Non-research financial assistance

2.3 Fees and Charges
Fee-paying overseas students
Fee-paying non-overseas postgraduate students
Non-overseas students undertaking non-award courses
Other:
Student housing and other rental charges
Car parking revenue
Other

2.4 Investment Income
Dividends:
Wholly owned controlled entities
Other entities

Profit on sale of investment
Interest

Managed Funds

Rental Revenue

25 Royalties, Trademarks and Licences
2.6 Consultancy and Contract Research
Consulting

Other research

2.7 Other Revenue
Contribution of assets

Net increments arising from the revaluation of assets (land, buildings and

infrastructure)
Donations and bequests
Scholarships and prizes
Other:
Other State Government education financial assistance
Gain on take on of controlled entity
Other (aggregate of immaterial items)

3. Expenses from Ordinary Activities
Employee benefits
Depreciation and amortisation
Buildings and grounds
Bad and doubtful debts

Other
Total Expenses from Ordinary Activities
3.1 Employee Benefits
Salaries:
Academic

Non-academic

Contributions to Superannuation and Pension Schemes:
Deferred employee benefits for superannuation
Emerging cost
Funded

Payroll tax

Workers compensation

Long service leave expense

Annual leave

Redundancy expenses
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2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
7 156 6 253 7 156 6 253
4 890 3864 4890 3864
3768 2 433 3590 2 343
15 814 12 550 15 636 12 460
89 034 83 347 88 856 83 257
100 319 100 319
487 781 487 781
587 1100 587 1100
4 288 873 4 288 873
4 875 1973 4 875 1973
11 375 10 052 11 375 10 052
1688 1412 1688 1412
7 86 7 86
2797 2338 2797 2325
781 780 781 781
3467 3607 1760 1872
20 185 18 275 18 478 16 528
- - 250 -
360 2 530 94 -
360 2530 344 -
138 62 - -
1635 2214 1365 1863
428 280 412 280
585 465 631 465
3146 5551 2752 2608
338 1736 209 22
6218 5 060 2772 2343
4374 4 958 4 380 4541
10 592 10018 7152 6 884
824 674 824 674
2512 2542 2512 2542
509 1572 509 1572
1142 920 1144 933
2 348 2128 2327 2128
- 674 - -
4622 3290 4576 3293
11 957 11 800 11 892 11 142
3.1 110 546 100 519 108 202 98 495
3.2 7917 7 857 7 353 7 103
3.3 8 447 7 555 8 447 7 555
3.4 83 3 105 161
3.5 39 130 39 056 35 038 34114
166 123 154 990 159 145 147 428
44 074 38 221 43 759 38 122
37 134 35148 35659 34 012
200 (1 900) 200 (1 900)
1376 1385 1376 1385
12 544 11 666 12 150 11 166
5737 5590 5662 5520
580 393 565 380
2159 3071 2113 2987
6 742 6 400 6718 6 278
- 545 - 545
110 546 100 519 108 202 98 495
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3.2 Depreciation and Amortisation Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
Buildings 2596 2616 2547 2522
Equipment 2948 3123 2433 2 463
Library collections 2373 2118 2373 2118
7917 7857 7 353 7103
3.3 Buildings and Grounds 8 447 7 555 8 447 7 555
3.4 Bad and Doubtful Debts 83 3 105 161
35 Other Expenses
Scholarships and prizes 5970 5127 5969 5124
Telecommunications 1065 1072 1040 1047
Non-capitalised equipment 4143 4102 4 062 4078
Travel, staff development and entertainment 4748 5 065 4 560 4 872
Operating lease rental expenses 355 376 352 372
Net loss on sale of non-current assets 90 303 81 279
Recoverable amount write downs - 1309 - 1309
Advertising/Promotional materials 1045 845 1038 832
Software licences/Computer maintenance 2033 1549 2021 1451
Subscriptions/Membership fees/Publications 1641 1483 1626 1473
Printing/Photocopying expenses 1669 1425 1630 1397
Consumables 6 353 5847 5505 4413
Financial expenses/Interest paid 1150 1257 854 808
Consulting fees/Professional fees 2355 2954 731 874
Postage/Freight 464 397 443 386
Other expenses 6 049 5945 5126 5309
39130 39 056 35038 34114
Sales of Assets
Net Profits:
Investments 138 62 - -
Net Losses:
Property, plant and equipment 90 303 81 279
Proceeds on disposal of property, plant and equipment 927 125 661 125

Remuneration of Executives
The table comprises total remuneration that falls within the prescribed bandwidths for executives whose total remuneration is over $100 000:

Consolidated University
Number of Staff Number of Staff
2001 2000 2001 2000
$100 000 - $109 999 2 2 - 1
$110 000 - $119 999 2 2 2 2
$120 000 - $129 999 5 3 4 2
$130 000 - $139 999 1 1 1 1
$140 000 - $149 999 1 - 1 -
$150 000 - $159 999 - 1 - 1
$170 000 - $179 999 - 1 - 1
$190 000 - $199 999 1 - 1 -
$260 000 - $269 999 1 - 1 -
$300 000 - $309 999 - 1 - 1
13 11 10
2001 2000 2001 2000
$'000 $'000 $'000 $'000
Aggregate remuneration of executives 1801 1593 1471 1359

The DEST Guidelines specify that executives are defined as the Chief Executive Officer and those staff in a senior line position
directly reporting to that position.

The remuneration includes salary, employer’s superannuation costs and other benefits, including the associated fringe benefits tax,
but excludes the value of separation payments.

Remuneration of Auditors Consolidated University
2001 2000 2001 2000
Auditing the financial report: $'000 $'000 $'000 $'000
South Australian Auditor-General 153 153 153 153
Other auditors 9 12 1 1
162 165 154 154

Inventories

Current 413 322 413 322
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Receivables

Current:

General debtors

Student debtors

Loans receivable
Superannuation receivable
Provision for doubtful debts

Non-Current:

General debtors

Loans receivable

Loans receivable, controlled entity
Superannuation receivable
Provision for doubtful debts

Investments
Current:

At Cost:

Non-Current:

Deposits at 24 hour call
Term deposits

At Cost:

Term deposits
Government securities
Managed investment held by HSBC Asset Management
Managed investment held by Tower Trust
Other securities
Property held for investment purposes
Other equities
Interests in business undertakings:
Controlled entities at Council valuation
Other entities at cost

Indexed bonds - At indexed value
Managed investment held by Unisure Pty Ltd - At market value

Other

equities - At market value

Total Investments

Maturities of fixed interest investments are:
Current:

Not later than one year

Non-Current:

Other equities (At Market Value) includes 14 percent of shares in YourAmigo Pty Ltd, whose principal business activity is an

Later than one year, but not later than two years

Later than two years, but not later than five years

Later than five years, but not later than 10 years
Managed investment held by Unisure Pty Ltd

Managed investment held by HSBC Asset Management
Managed investment held by Tower Trust

Equities

Property held for investment purposes

Total Investments

enterprise search and Internet infrastructure company. The net market value of the shares is $2.6 million.

Other Assets

Current:

Prepayments

Non-Current:

Advances to controlled entity

Other

Property, Plant

and Equipment

Land, Buildings and Infrastructure

Crown Land:

2001 independent valuation

Freehold Land:

2001 independent valuation

Buildings:

2001 independent valuation
At cost

98

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
9634 10 774 8871 10 381
898 881 898 881
28 28 28 28
1700 1700 1700 1700
(543) (512) (543) (512)
11 717 12 871 10 954 12 478
- 600 - 600
56 71 56 71
- - 208 158
21 000 20 800 21 000 20 800
(14) - (222) (158)
21042 21471 21042 21471
1953 9903 1953 9903
18 591 10 652 14 500 4510
20 544 20 555 16 453 14 413
- 20 - 16
2441 2 441 2441 2441
2 089 1967 2 089 1967
757 768 - -
75 109 7 7
3992 3765 3992 3765
3411 1339 3412 1240
- - 1465 1075
161 161 161 161
5449 5344 5449 5344
4472 4297 4472 4297
3795 3298 - -
26 642 23 509 23 488 20 313
47 186 44 064 39941 34726
20 544 20 555 16 453 14 413
- 20 - 16
5603 3112 5603 3112
2287 4673 2287 4673
4472 4297 4 472 4 297
2 089 1967 2089 1967
757 768 - -
7 442 4907 5045 2483
3992 3765 3992 3765
26 642 23 509 23 488 20 313
47 186 44 064 39941 34 726

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
1393 526 1390 526
- - 1359 1255
991 741 - -
991 741 1359 1255
10 420 9125 10 420 9125
10 420 9125 10 420 9125
1190 1110 1190 1110
1190 1110 1190 1110
86 970 80 594 86 015 80 594
- 7170 - 6 014
86 970 87 764 86 015 86 608




11.

Flinders University

Property, Plant and Equipment (continued) Consolidated University
2001 2000 2001 2000
Infrastructure: $'000 $'000 $'000 $'000
2001 independent valuation 4415 4 460 4 415 4 460
At cost — 223 — 223
4415 4683 4415 4683
102 995 102 682 102 040 101 526
Accumulated depreciation - (6 757) - (6 598)
Buildings:
2000 recoverable amount - 947 - 947
Accumulated depreciation - (176) - (176)
- 771 - 771
Buildings Under Construction:
Construction costs 781 738 781 738
103 776 96 487 102 821 95 490

Library Collection
Council Valuation:

31 December 1993 81 486 81 657 81 486 81 657
At cost 27 093 24 202 27 093 24 202
108 579 105 859 108 579 105 859
Accumulated depreciation (42 210) (39 958) (42 210) (39 958)
66 369 65 901 66 369 65 901
Equipment
At cost 32029 29 959 31011 29 089
Accumulated depreciation (22 301) (21 541) (21 619) (20 968)
9728 8418 9392 8121
Aircraft
At independent valuation 2000 3670 3980 - -
Accumulated depreciation (367) - - -
3303 3980 - -
Works of Art
1995 independent valuation 1048 1048 1048 1048
At cost 207 149 207 149
At Council valuation 1999-2001 28 21 28 21
1283 1218 1283 1218

184 459 176 004 179 865 170 730

Acquisitions
The following property, plant and equipment was acquired during this year:

Land, buildings and improvements 4 307 1458 4 307 1430
Library collection 2891 2910 2891 2910
Equipment 4239 3703 4029 3733
Works of art 65 10 65 10
11 502 8 081 11 292 8 083
Disposals
The following property, plant and equipment was disposed of or written off during
the year:
Land, buildings and improvements - 1427 - 1427
Library collection 171 518 171 518
Equipment 2169 1967 2107 1856
Works of art - - - -
Aircraft 310 - - -
2 650 3912 2278 3801

Revaluations
The following property, plant and equipment was revalued during the year:

Land, buildings and improvements 5578 2542 5571 2542
Aircraft - 697 - -
5578 3239 5571 2542

Land, Buildings and Infrastructure Revaluation
Land, buildings and infrastructure were revalued as at 31 December 2001 by Norm Satchell AAPI B.App.Sc (Val) and Greg
McCloud AAPI B.App.Sc (Val) of Edward Rushton Pty Ltd. The basis of both valuations was current market value (existing use).

The revaluation amounts of $5.6 million (Consolidated) and $5.6 million (University) have resulted in a revaluation increment of
$2.5 million being taken up as revenue in the Statement of Financial Performance and $3.1 million (Consolidated) and $3.1 million
(University) being taken up as increases in the Asset Revaluation Reserve. The revaluation increment has been included in the
Statement of Financial Performance as it is a reversal of a previous revaluation decrement included in the Statement of Financial
Performance.

Recoverable Amount Write Down

During 2000 the University wrote down the value of a joint library store by an amount of $1.3 million included in Note 3.5. This
recognises that although the University owns the building, Adelaide University has rights to store materials in the building for the life
of the building. The recoverable amount was determined by reference to the University’s proportionate share of the space to the
total building valuation. The valuation basis did not use expected future cash inflows. Total write downs were $1.4 million and
these make up the total of disposals for land, buildings and infrastructure.
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13.

14

15.

16.

17.

Restricted Assets

Crown Land is not owned by the University and therefore cannot be sold by the University.

The University has restrictions imposed on the real property listed above (land, buildings and improvements) under The Flinders

University of South Australia Act 1966. Section 3 (4) of the Act states:

The University cannot alienate, mortgage, charge, or demise any lands, tenements, or hereditaments of the
University other than with the approval of the Governor, except by way of lease for a term not exceeding
21 years from the time when the lease is made in and by which there is reserved, during the whole term, the
highest rent that can be reasonably obtained.

Accounts Payable

Current:
Creditors
Unpresented cheques
Accrued expenses

Interest Bearing Liabilities

Current:
Funds held on behalf of external entities:
Student entities
Advances from controlled entities
Provisions
Current:

Annual leave
Long service leave
SA Superannuation Scheme
Outstanding claims - Unisure Pty Ltd
Severance
Total Current
Non-Current:
Long service leave
SA Superannuation Scheme
Invalidity Fund
Outstanding claims - Unisure Pty Ltd
Total Non-Current

Aggregate employee entitlements

Number of full time equivalent employees at year end

Other Liabilities
Current:
Income in advance:
Fees and charges
DEST
Other

Funds held on behalf of external entities
Unspent financial assistance

Total Current

Non-Current:
DEST

Total Non-Current

Reserves

Reserves comprise:
Asset revaluation
Endowment
Trust and special purpose
Other

Movements in Reserves

Asset Revaluation Reserve

Balance at beginning of financial year
Asset revaluation increment

Balance at End of Financial Year

Endowment
Balance at beginning of financial year
Transfers to reserves

Balance at End of Financial Year

100

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
2370 959 2208 963
- 500 - 500
5438 4 899 4 906 4499
7 808 6 358 7114 5962
950 623 950 623
R - 623 463
950 623 1573 1086
2777 2 632 2 683 2537
2295 2 064 2185 1997
1700 1700 1700 1700
538 477 538 477
216 233 216 233
7 526 7 106 7322 6 944
12 648 12 442 12 563 12 333
21 000 20 800 21 000 20 800
350 494 350 494
807 716 807 716
34 805 34 452 34 720 34 343
42 331 41 558 42 042 41 287
2001 2000 2001 2000
Number Number Number Number
1473 1507 1453 1487

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
1380 1075 1380 1075
- 8 156 - 8 156
392 1676 150 164
1772 10 907 1530 9 395
1958 1785 1958 1785
- 8 - 8
3730 12 700 3488 11 188
R 750 - 750
R 750 - 750
4 304 1238 3600 541
8 929 7 702 8 929 7 702
503 511 503 511
13736 9451 13032 8 754
1238 541 541 541
3 066 697 3 059 -
4304 1238 3600 541
7702 5929 7702 5929
1227 1773 1227 1773
8 929 7702 8929 7702
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Flinders University

Movements in Reserves (continued) Consolidated University
Trust and Special Purpose 2001 2000 2001 2000
$'000 $'000 $'000 $'000
Balance at beginning of financial year - 14 923 - 14 923
Transfers from reserves - (14 923) - (14 923)

Balance at End of Financial Year - - - R

Other Reserves

Balance at beginning of financial year 511 1632 511 1632
Transfers from reserves (8) (1121) (8) (1121)
Balance at End of Financial Year 503 511 503 511

Commitments for Expenditure

@

(b)

©

Capital Expenditure Commitments

Building Works:
Within 12 months 354 1444 354 1444
12 months or longer and not longer than 5 years - - - -
Longer than 5 years - - - -

354 1444 354 1444

Plant and Equipment:
Within 12 months 746 830 746 830
12 months or longer and not longer than 5 years - - - -
Longer than 5 years - - - -

746 830 746 830

Joint Ventures:
Within 12 months - 79 - 39
12 months or longer and not longer than 5 years - - - -
Longer than 5 years - - - -

- 79 - 39

Lease Commitments
Finance lease liabilities and non-cancellable operating lease commitments are disclosed in Note 21 to the financial statements.

Other Expenditure Commitments

Within 12 months 1453 655 1453 655
12 months or longer and not longer than 5 years 1266 821 1266 821
Longer than 5 years 36 - 36 -

2755 1476 2755 1476

Superannuation Plans
The University contributes to the following employee superannuation funds:

(@)

UniSuper Defined Benefit Plan or Investment Choice Plan (formerly Superannuation Scheme for Australian
Universities - (SSAU))

UniSuper Management Pty Ltd administers the scheme and UniSuper Ltd is the Trustee. As at 1 July 1998, the rules
governing the fund were amended to allow employees the option to remain within the defined benefits arrangement or to
convert to an accumulation fund. The University contributes at a rate double the contributions made by employees.
Employees’ contributions are normally 7 percent of their gross salaries. The fund provides the option of defined benefits
based on years of service and final average salary or an accumulation fund. The defined benefits scheme is fully funded.

Actuarial investigations are normally undertaken triennially as at the end of respective calendar years. Grant Harslett,
FIA, FIAA of Towers Perrin conducted the last actuarial investigation on 30 November 2001. A funding and solvency
certificate required under regulation 9.09(1) of the Superannuation Industry (Supervision) Regulations has been obtained
with a date of effect of 1 October 2001. The certificate is valid until 30 June 2005 unless certain specified events occur in
which case the certificate is valid to the date of those events.

On 1 October 2000, SSAU merged with Tertiary Education Superannuation Scheme (TESS) to form UniSuper. The
SSAU component of the scheme has been replaced by the UniSuper Defined Benefits Scheme and the UniSuper
Investment Choice Plan.

In previous years, UniSuper has reported its results on a calendar year's basis. UniSuper has now changed its reporting
period to a financial year basis. As a result the 2001 results are as at 30 June 2001 and the comparative amounts listed
are as at 31 December 2000.

As at 30 June 2001 and 31 December 2000, the amounts of the fund applicable to Flinders University for members in the
defined benefits plan were:

University
2001 2000
$'000 $'000
Net market value 133 562 127 551
Accrued benefits 121 035 116 374
Surplus 12 527 11177
Vested Benefits 121 035 116 374
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(b)

(©)

(d)

UniSuper Award Plus Plan (formerly TESS)

UniSuper Management Pty Ltd administers the fund and TESS Superannuation Ltd is the Trustee. The University
contributes to the fund at a rate determined by the trust deed. The scheme is non contributory for employees. The fund
provides benefits based on the defined contributions of the University during the membership of the employee.

The University also makes contributions into the fund for employee entitlements arising under the Superannuation
Guarantee Legislation.

On 1 October 2000, TESS merged with SSAU to form UniSuper. TESS is now known as the UniSuper Award Plus Plan.

South Australian Superannuation Scheme

The University has 95 (98) present and former employees who are members of closed State Government superannuation
schemes. Under the schemes, defined benefits are paid as a lump sum or continuing pension on the termination of the
employees’ service, based on contributions made by the employee and the employees’ final salary. Employee
contributions and certain employer contributions are paid to the South Australian Superannuation Board (the Board)
which is responsible for administering the schemes. Under current arrangements, the Board pays the benefits and is
reimbursed by the University. The Commonwealth government funds the University on an emerging cost basis and
recovers the state’s share of the cost directly from the State Government.

The unfunded superannuation liability for future benefits for current employees and pensioners was assessed as at
31 December 2001 by the Director Superannuation, South Australian Department of Treasury and Finance, at
$22.7 million ($22.5 million). This represents an increase in the liability of $200 000 since 31 December 2000. The net
unfunded amount has been recognised in the accounts of the University as a liability with a corresponding receivable
from the Commonwealth Government (see Note 8). The liability and asset have been classified as current and non
current according to the cash flow projections of the assessment.

University
2001 2000
$'000 $'000
University’s gross liability 24 100 23 800
Funded component 1400 1300
Unfunded Liability 22 700 22 500

Superannuation Scheme No. 1

Superannuation Scheme

Prior to the inception of the Superannuation Scheme for Australian Universities - SSAU - the University operated its own
schemes. Employees were given the option of transferring to SSAU or remaining with the University’s own scheme. As
at 31 December 2001, 12 (13) staff remained members of the University scheme. The scheme, managed by a Board of
Trustees, is similar to that of SSAU with the University contributing, as a minimum, twice that of employees.

The administrator of the scheme has calculated the value of members’ accrued benefits at 30 June each year. As at
30 June, the financial position of the fund was:

University
2001 2000
$'000 $'000
Net market value 6 059 6 283
Accrued benefits 5 003 5133
Surplus 1 056 1150
Vested Benefits 5003 5133

The surplus in the fund is 21 percent (22 percent).

NSP Buck undertook the last actuarial review as at 1 January 2001. At that time the scheme had a surplus of
$1.1 million, which was 21 percent of members’ accrued benefits. As a result of that review, the actuary concluded that
the favourable position of the scheme allowed the suspension of employer’s contributions and no employer contributions
were made in 2001.

Invalidity Scheme

Certain members of Superannuation Scheme No. 1 and a small number of other staff are members of the Invalidity
Scheme. The Scheme was established to provide benefits to members who suffered disablement or temporary
incapacity and the benefits are identical to those provided under the Superannuation Scheme for South Australian
Universities (SSAU). The University is directly responsible for the financial administration of the Scheme and for ensuring
that the future liabilities of the Scheme are adequately funded. The University has taken out insurance to protect the
majority of the risk and has set funds aside to cover the remaining risk.

Based on independent actuarial advice, the University has recognised a liability of $350 000 ($494 000) for the Scheme.
This is equal to the estimated present value of future disablement benefits as at 31 December 2001, together with a small
amount still to be repaid to former members as a result of the University taking over direct responsibility for the scheme.
The last actuarial investigation was completed as at 31 December 2000 by J Holbrook Bec BSc of Wiliam M Mercer
Pty Ltd.
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Flinders University

Contingent Liabilities

Loan Guarantee

The University is the guarantor for a loan taken out by the Flinders University Union Incorporated in 1998 for the redevelopment of
the Union building, which is a building owned by the University. The amount of the loan is $1 million and it is repayable over five
years. The University provides security for the guarantee in the form of Commonwealth bonds that have a market value of
$1 million. The University has protected its risk by making the Flinders University Union Incorporated’s debt a first charge against
student services fee revenues.

The nominal value of the loan outstanding as at 31 December 2001 is $374 000 ($577 000).
Claims from Former Students

The University is subject to claims for damages from three former students. If successful, all of the claims are covered by
insurance.

Leases Commitments Consolidated University
2001 2000 2001 2000

University as Lessee $'000 $'000 $'000 $'000

Total rents paid during the reporting period were 703 685 660 648

Contracted but not provided for in the financial statements and payable as follows:

Within 12 months 116 104 91 79
12 months or longer and not longer than 5 years 125 113 50 13
Longer than 5 years 476 501 - -

717 718 141 92

The University has various operating leases of property and equipment. Lease amounts have only been included in the above
table where there is a non-cancellable commitment.

University as Lessor
Lease receivables contracted but not included in the financial statements and
receivable as follows:

Within 12 months 669 700 727 817
12 months or longer and not longer than 5 years 877 1 366 1039 1437
Longer than 5 years - 170 - 170

1546 2236 1766 2424

In 2000 the University purchased the Mark Oliphant building in Science Park. The University has recognised this as an investment
property with a gross value of $4 million ($3.8 million). In accordance with Australian Accounting Standard AAS 4 ‘Depreciation’, it
is not depreciated.

As at 31 December 2001, 75 percent of the building is leased to entities outside the economic entity. A further 5 percent is leased
to entities outside the University but within the economic entity.

The University also leases a small amount of space on its main campus to commercial entities that provide services to students and
staff and to other research entities in the Port Lincoln Marine Science Centre.

Economic Dependency

The economic entity is to a significant extent dependant on monies received pursuant to the Commonwealth Department of
Education, Science and Training (DEST) operating grant and the Higher Education Contribution Scheme (HECS). In 2001, funding
from both DEST and HECS totalled $95.5 million ($91.1 million) represented 55 percent (56 percent) of revenue.

Joint Venture Operations Output Interest
2001 2000
Name of Entity Principal Activity Percent Percent
Centre for Remote Health Provision of health education and research to remote areas 50 50
Greater Green Triangle, University Department of ~ Creation of a network of excellence in health professional 50 -
Rural Health education, population health, research and clinical service,

the Greater Green Triangle region

The economic entity’s interest in assets employed in the above joint venture operations is detailed below. The amounts are
included in the financial reports and consolidated financial reports under their respective asset categories:

Consolidated University
2001 2000 2001 2000
Centre for Remote Health $'000 $'000 $'000 $'000
Current Assets:
Receivables 1131 1689 1131 1689
Non Current Assets:
Property, plant and equipment 1239 111 1239 111
Total Assets 2 370 1 800 2 370 1 800
Current Liabilities:
Accounts payable (187) - (187) -
Net Assets 2183 1800 2183 1800
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Joint Venture Operations (continued) Consolidated University
2001 2000 2001 2000
Greater Green Triangle $'000 $'000 $'000 $'000
Current Assets:
Receivables 479 - 479 -
Non Current Assets:
Property, plant and equipment 25 - 25 -
Net Assets 504 - 504 -
The University's joint venture operations have no contingent liabilities as at 31 December 2001.
Joint Venture Entities
Interest in Joint Venture Entities
@) The University participates in a number of joint venture entities, however as the University’s interest is not considered to

be material, they have not been taken up in the accounts on an equity basis as per the Australian Accounting Standard
AAS 19, ‘Accounting for Interests in Joint Ventures'.

Relevant disclosures are as follows:

Ownership Interest

Reporting 2001 2000

Name of Entity Date Principal Activity Percent Percent
Co-operative Research Centres (CRC)
Co-operative Research Centre for Sensor ) 30 June To provide research and postgraduate education 9 10
Signal Information Processing (CSSIP) in signal and information processing for sensors
Co-operative Research Centre for Tissue ) 30 June To coordinate research, postgraduate training 10 10
Growth and Repair (TGR) and commercialisation of applications of growth

factors that support the growth and repair of

human and animal tissues
Co-operative  Research  Centre  for ) 30 June To provide a cross cultural framework for strategic 10 9
Aboriginal and Tropical Health (ATH) research leading to evidence based

improvements in education and health practice
Other Joint Venture Entities
South Australian Tertiary Admissions ) 30 June Agent for tertiary institutions in Adelaide for 25 25
Centre (SATAC) receiving and processing applications for

admission to tertiary level courses
South Australian Academic Research and (9)] 31 Dec To provide high speed communication links and 20 20
Development Network (SAARDNet) enhanced network and shared resources

between higher education and research

organisations
South Australian Centre for Economic ) 31 Dec To conduct research on economic issues for 50 50
Studies (SACES) government and private sector bodies with

particular application to South Australia
Centre for Groundwater Studies (CGS) ) 30 June Is a co-operative research and education venture 11 -

focussed on processes affecting recharge,

discharge, contamination and remediation of

groundwater
Australian Housing and Urban Research (9)] 31 Dec Is a co-operative venture between five universities 28 -

Institute  (AHURI) - Southern Research
Centre

(U) Unincorporated

Ownership (or voting rights) interest as determined by agreement or proportion of cash and in kind contributions.

to carry out research into housing and related
issues with emphasis on economic, social and
policy aspects.

Share Accumulated

Expenditure

Funds Commitments

2001 2000 2001 2000

$'000 $'000 $'000 $'000

Co-operative Research Centre for Sensor Signal Information Processing (CSSIP) 87 144 20 20

Co-operative Research Centre for Tissue Growth and Repair (TGR) 228 50 75 50

Co-operative Research Centre for Aboriginal and Tropical Health (ATH) 150 150 50 50

South Australian Tertiary Admission Centre (SATAC) 174 151 280 323

South Australian Academic Research and Development Network (SAARDNet) 5 34 10 36

South Australian Centre for Economic Studies (SACES) 27 - - -

Centre for Groundwater Studies (CGS) 6 - - -

Australian Housing and Urban Research Institute (AHURI) - Southern Research 7 - 50 50
Centre

684 529 485 529
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Interest in Joint Venture Entities (continued)
(b) Other Information

. Capital Expenditure Commitments
No material capital expenditure commitments.

. Contingent Liabilities

No material contingent liabilities.

. After Balance Date Events

No material after balance date events.

Other Business Undertakings

Flinders University

The University holds investments in the following business undertakings which are carried in the Financial Statements at historical

cost.
Investment at Cost
2001 2000
$'000 $'000
Ngapartji Pty Ltd 150 150
IDP Education Australia Ltd 10 10
AARNet 1 1
161 161

Controlled Entities

Flinders University is the parent entity or ultimate parent entity of the following entities, all of which are incorporated in Australia.

Ownership Interest

2001 2000
Parent Entity: Principal Activity Percent Percent
Flinders University of South Australia
Controlled Entities:
Flinders Consulting Pty Ltd Arranges the conduct of commercial consultancies 100 100
Flinders Reproductive Medicine Pty Ltd Provides a high quality comprehensive infertility 100 100
(wholly owned subsidiary of Flinders investigatory and treatment service
Consulting Pty Ltd)
Flinders Bioremediation Pty Ltd Develop and extend commercial activities of the 100 100
University in the areas of soil bioremediation, organic
waste management and related technologies
Flinders Technologies Pty Ltd Commercialisation of University sourced intellectual 100 100
property
Airborne Research Australia Pty Ltd Undertakes atmospheric research 100 100
National Institute of Labour Studies Inc (NILS Undertakes independent research and consultancy 100 100
Inc) services in labour studies
National Institute of Labour Studies Supports the activities of NILS Inc 100 100
Foundation Inc (wholly owned subsidiary of
NILS Inc)
Heaslip Trust Supports medical education activities in the School of 100 100
Medicine
Associated Entities Ownership Carrying Investment
Interest Amount at cost
2001 2000 2001 2000 2001 2000
Name of Entity Principal Activity Percent  Percent $'000 $'000 $'000 $'000
AITEC Pty Ltd Provides advanced information
technology courses 16.33 25 - - - -
Unisure Pty Ltd Provision of workers’ compensation
services and investment of funds set
aside for workers’ compensation 33.3 33.3 - - - -

AITEC Pty Ltd
During 2001 a new investor took up an ownership interest of 51 percent of the company and the University’s ownership interest has
reduced to 16.33 percent. As a result AITEC is no longer an associated entity of the University.

The University’s share of the net assets of AITEC Pty Ltd as at 31 December 2001 was $45 000 ($140 000). This amount has not
been included in the financial statements as the recoverable amount is estimated to be zero.

Unisure Pty Ltd

The University is an exempt employer under the Workers Rehabilitation and Compensation Act 1986, and is a shareholder along
with the University of Adelaide and the University of South Australia in Unisure Pty Ltd, which manages workers compensation
claims on behalf of the three institutions. Unisure Pty Ltd is the trustee of the Unisure Unit Trust, which holds the University's
workers compensation liability and the associated investment funds. As at 31 December 2001 the Unisure Unit Trust held net
assets of $3.2 million on behalf of the University ($3.2 million).

The University has incorporated the financial transactions of the Unisure Unit Trust into the University column of the financial
statements.

Segment Information
The University operates in the field of higher education in Australia and provides teaching and research services.
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29.

30.

Subsequent Events

There were no events that took place subsequent to balance date that have a material impact on the financial statements of the

University or the consolidated entity.

Assets and Liabilities of Trusts for which the Institution is Trustee
The University is the trustee of two trusts:

Trust Name Purpose

ADS Students Payment of stipends to AusAID students

Sir Ewen Waterman

The amounts held in trust are immaterial and have not been included in the University’s Statement of Financial Position.

Promotion and encouragement of biomedical science education

A controlled entity of the University, Flinders Reproductive Medicine Pty Ltd is the trustee of the Flinders ART Clinic Trust. The
assets and liabilities of the trust are brought to account in the consolidated entity’s Statement of Financial Performance and

Statement of Financial Position.

Notes to the Statement of Cash Flows
0) Reconciliation of Cash

For purposes of the Statement of Cash Flows, cash includes cash on hand, at call deposits with financial institutions, and
Cash at the end of the reporting period as
shown in the Statement of Cash Flows is reconciled to the related items in the Statement of Financial Position as follows:

investments that are readily convertible to cash within two working days.

Note
Cash
Deposits at 24 hour call 9
(i) Reconciliation of Net Cash utilised in Operating Activities

to Operating Result
Operating result
Add: Loss from sale of assets

Add: Non-cash items:
Depreciation
Land and buildings revaluation
Assets write down
Assets received for no consideration
Share bequest - DH Schultz
Equity investment - ARA Aircraft
Capitalised interest on investments
Share revenue - Flinders Technologies
Equity adjustment on establishment of joint venture operation
Gain on take on of controlled entity
Other

Change in assets and liabilities:
Decrease (Increase) in receivables
(Increase) Decrease in inventories
(Increase) Decrease in other assets
Increase (Decrease) in accounts payable
Increase (Decrease) in provisions
(Decrease)increase in other liabilities*

Net Cash provided by Operating Activities

* Note: 2001 amounts exclude adjustment of $8.9 million to opening liabilities as advised in Note 1(s)(ii).

(iii) Financing Facilities

Flinders Universit¥ has the following arrangements with the ANZ Bank:
Overdraft facility®
Amount used

Unused overdraft facility

Visa credit cards facility®
Amount used

Unused credit cards facility

(1) Facility is secured by a charge over term deposit $500 000.
(2) The credit cards facility is unsecured.

(iv) Non-Cash Financing and Investing Activities

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
566 508 391 415
1953 9903 1953 9903
2519 10 411 2344 10 318
6 458 7143 7523 4419
90 303 81 279
6 548 7 446 7604 4698
7917 7 857 7353 7103
(2512) (2542) (2512) (2 542)
- 1427 - 1427
(824) (674) (824) (674)
(2111) - (2111) -
- - (390) -
(483) (376) (483) (376)
- (2 492) - -
- (1382) - (1382)
- (674) - -
(285) (259) (346) (450)
8250 8331 8291 7 804
1583 (3142) 1953 (1 450)
(91) 30 (91) 30
(1117) (143) (968) (301)
1450 (571) 1152 1282
773 (223) 755 (348)
(487) 2 049 943 1706
10 361 6 331 12 035 8723
Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
500 500 500 500
500 500 500 500
2118 1368 2068 1318
131 170 130 157
2249 1198 2198 1161

During the reporting period the University acquired works of art and library materials with an aggregate fair value of
$759 000 ($674 000) by means of donations. The University also received a transfer of land adjacent to the main campus
from the State Government for no consideration. The estimated value of the land is $65 000. These acquisitions are not

reflected in the Statement of Cash Flows.
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31.

Flinders University

Notes to the Statement of Cash Flows (continued)
(v) Cash Balances Not Available For Use
All cash balances are available for use (2000 all available).

(vi) Tax Status
The activities of the University are exempt from income tax as are all but one of its wholly owned controlled entities.
Flinders Reproductive Medicine, operating through the Flinders ART Clinic Trust is subject to income tax but fully
distributes all net earnings, so no tax is payable.

Financial Instruments
The following table details the economic entity’s exposure to interest rate risk as at the 31 December 2001:

2001
Average Variable Fixed Interest Rate Maturity Non-
Interest  Interest Less than 1to5 More than Interest 2001
Rate Rate one year years 5 years Bearing Total
Financial Assets: Percent $'000 $'000 $'000 $000 $'000 $'000
Price risk:
Interest rate risk 4.86 2089 18591 5603 2288 - 28571
Market risk 4.12 5229 - 67 - 11 366 16 662
Credit risk 8.5 - 28 42 - 32689 32759
Cash flow risk 3.87 2519 - - - - 2519
9837 18619 5712 2288 44055 80511
Financial Liabilities:
Price risk:
Interest rate risk 5.06 950 - - - - 950
Credit risk - - - - 7808 7 808
950 - - - 7808 8 758
The following table details the economic entity’s exposure to interest rate risk as at the 31 December 2000:
2000
Average Variable Fixed Interest Rate Maturity Non-
Interest  Interest Less than 1to5 Morethan Interest 2000
Rate Rate one year years 5 years Bearing Total
Financial Assets: Percent $'000 $'000 $'000 $000 $'000 $'000
Price risk:
Interest rate risk 5.95 1967 10 652 3132 4673 - 20424
Market risk 6.56 5 065 - 101 - 8571 13 737
Credit risk 8.50 - 28 56 - 34258 34342
Cash flow risk 6.00 10 411 - - - - 10 411
17 443 10680 3289 4673 42829 78914
Financial Liabilities:
Price risk:
Interest rate risk 6.20 623 - - - - 623
Credit risk - - - - 6358 6 358
623 - - - 6358 6 981

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in market interest rates.

Currency risk/foreign exchange risk is the risk that the value of a financial instrument will fluctuate due to changes in foreign
exchange rates. The University’s financial instruments are all domestic, and therefore there is no exposure to any foreign
exchange risk.

Market risk is the risk that the value of a financial instrument will fluctuate as a result of changes in market prices.

Cash flow risk is the risk that future cash flows associated with a monetary financial instrument will fluctuate in amount.

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur a
financial loss.

Net Fair Value
The carrying amount of financial assets at reporting date approximate the net fair values, with the exception of the following:

Net fair value of financial liabilities at reporting date all approximate the net fair values.

2001 2001 2000 2000

Carrying Net Fair Carrying Net Fair

Amount Value Amount Value

Financial Assets $'000 $'000 $'000 $'000
Government bonds 5449 5638 5344 5431
Shares 3411 3802 1240 1378
8 860 9 440 6 584 6 809
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32.

Acquittal of Commonwealth Government Financial Assistance
Amounts received and expended pursuant to the Higher Education Funding
Act 1988, excluding HECS:

32.1

32.2

Teaching and Learning

Financial assistance in advance (paid in the previous reporting period for

the current reporting period, including Commonwealth superannuation

supplementation)

Financial assistance paid in previous reporting period for future reporting

periods

Add: Financial assistance received during reporting period (including
Commonwealth superannuation supplementation)

Add: Contributions actually received from students

Less: Financial assistance in advance (received in the reporting period for
the next reporting period, including Commonwealth superannuation
supplementation)

Accrual adjustments:

Superannuation supplementation

Special advance provide for future years

Financial assistance in advance adjusted to opening retained earnings

Financial assistance in advance recognised as revenue for the period

Shortfall in student receipts from DEST estimate

Revenue attributed to the reporting period

Add: Surplus/deficit prior year

Add: Financial assistance in advance adjusted to opening retained
earnings

Funds available for the reporting period

Less: Expenses for current period

Surplus for Reporting Period

Note: Financial assistance includes $1.4 million ($929 000) for superannuation supplementation.

Financial assistance in advance (paid during previous reporting period)

Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for
next reporting period)

Accrual adjustments:

Financial assistance in advance adjusted to opening retained earnings

Financial assistance in advance recognised as revenue for the period

Revenue attributed to the reporting period

Add: Surplus/deficit prior year

Add: Financial assistance in advance adjusted to opening retained
earnings

Funds available for the reporting period

Less: Expenses for current period

Surplus for Reporting Period

Australian Research Council

Financial assistance in advance (paid during previous reporting period)

Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for
next reporting period)

Recovery of unspent financial assistance from previous years

Add: Adjustments to previous years financial assistance

Accrual adjustments:

Unspent financial assistance to be refunded

Revenue attributed to the reporting period

Add: Surplus (deficit) prior year

Funds available for the reporting period

Less: Expenses for current period

Surplus for Reporting Period
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Operating Financial
Assistance Excluding

HECS HECS
2001 2000 2001 2000
$'000 $'000 $'000 $'000
4971 5359 2175 2070
1500 1500 - -
65 939 61 052 27 230 26 341
- - 3626 3492
(5 311) (4971) (2 232) (2 175)
144 172 - -
- (1 500) - -
(6 471) - (2 175) -
5311 - 2232 -
- - - 676
66 083 61612 30 856 30 404
165 236 - -
6471 - 2175 -
72719 61 848 33031 30 404
(64 053) (61 683) (30 799) (30 404)
8 666 165 2232 -

Capital

Teaching Hospital Development Pool
2001 2000 2001 2000
$'000 $'000 $'000 $'000
14 14 - -
178 174 - 987
(14) (14) - -
(14) - - -
14 - - -
178 174 - 987
- - 209 -
14 - - -
192 174 209 987
(178) (174) (209) (778)
14 - - 209
Large Strategic Partnerships

Research with Industry
2001 2000 2001 2000
$'000 $'000 $'000 $'000
- 140 - 40
2205 2625 764 634
(56) - 8 -
53 - - -
- - - ®)
2202 2765 772 666
1066 1036 536 614
3268 3801 1308 1280
(2 322) (2 735) (842) (744)
946 1066 466 536




32.2

32.3

Australian Research Council (continued)

Financial assistance in advance (paid during previous reporting period)
Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for

next reporting period
Less: Adjustment to previous years financial assistance
Accrual adjustments
Revenue attributed to the reporting period
Add: Surplus (deficit) prior year
Funds available for the reporting period
Less: Expenses for current period

Surplus for Reporting Period

Financial assistance in advance (paid during previous reporting period)

Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for
next reporting period)

Accrual adjustments

Revenue attributed to the reporting period

Add: Surplus/deficit prior year

Funds available for the reporting period

Less: Expenses for current period

Surplus for Reporting Period

Financial assistance in advance (paid during previous reporting period)

Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for
next reporting period)

Accrual adjustments

Revenue attributed to the reporting period

Add: Surplus/deficit prior year

Funds available for the reporting period

Less: Expenses for current period

Surplus for Reporting Period

DEST Research Financial Assistance

Financial assistance in advance (paid during previous reporting period)

Add: Financial assistance received during reporting period

Less: Financial assistance in advance (received in reporting period for
next reporting period)

Accrual adjustments:

Financial assistance in advance adjusted to opening retained earnings

Financial assistance in advance recognised as revenue for the period

Revenue attributed to the reporting period

Add: Surplus/deficit prior year

Add: Financial assistance in advance adjusted to opening retained

earnings
Funds available for the reporting period
Less: Expenses for current period

Surplus for Reporting Period

109

Flinders University

University
Research Fellowships International Researcher
Exchange
2001 2000 2001 2000
$'000 $'000 $'000 $'000
- 18 - -
195 236 11 25
- R (5) -
195 254 6 25
8 71 12 -
203 325 18 25
(195) (317) (11) (13)
8 8 7 12

Research Centres

Research Infrastructure
Equipment and Facilities

2001 2000 2001 2000
$000 $000 $000 $000
- - - 142
- E - 142
- - 9 244
E - 90 386
- - (90) (296)
- - - 20

Indigenous Researchers’

Special Research

Development Initiatives

2001 2000 2001 2000
$'000 $'000 $'000 $'000
25 8 - -
25 8 - -
17 10 - -
42 18 - N
(29) (1) - -
13 17 - -

Small Research Infrastructure
2001 2000 2001 2000
$'000 $'000 $'000 $'000
65 - 181 -
743 826 2314 2453
- (65) (232) (181)
(65) - (181) -
- - 232 -
743 761 2314 2272
165 148 642 660
65 - 181 -
973 909 3137 2932
(687) (744) (2 268) (2 290)
286 165 869 642
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32.3 DEST Research Financial Assistance (continued) Australian International
Postgraduate Postgraduate
Awards Research Scholarships
2001 2000 2001 2000
$'000 $'000 $'000 $'000
Financial assistance in advance (paid during previous reporting period) - - - -
Add: Financial assistance received during reporting period 1814 1795 286 265
Less: Financial assistance in advance (received in reporting period for
next reporting period) - - - -
Accrual adjustments - - - -
Revenue attributed to the reporting period 1814 1795 286 265
Add: Surplus/deficit prior year (4) (43) - -
Funds available for the reporting period 1810 1752 286 265
Less: Expenses for current period (1 735) (1 756) (286) (265)
Surplus (Deficit) for Reporting Period 75 4) - -
32.4 Summary of Unspent Grants Amount of
unspent Amount of
financial unspent
Amount of assistance that financial
unspent itis more assistance
financial likely will be  that it is more
assistance approved by likely will be
as at the Cwlth for recovered by
31 December carry forward the Cwlth
2001 2001 2001
Category of Financial Assistance $'000 $'000 $'000
Operating, excluding HECS 8 666 8 666 -
HECS 2232 2232 -
Teaching hospitals 14 14 -
Large research 946 946 -
Strategic partnerships with industry 466 466 -
Research Fellowships 8 8 -
International Researcher Exchange 7 7 -
Indigenous Researchers’ Development 13 13 -
Small research 286 286 -
Research infrastructure 869 869 -
Australian Postgraduate awards 75 75 -
Total 13582 13582 -
33. Expenses by Function Consolidated University
2001 2000 2001 2000
Academic Activities $'000 $'000 $'000 $'000
Academic staff salaries 42 848 37 430 42 540 37 331
Academic staff salary related expenses 16 143 15917 16 090 15 861
Non-academic staff salaries 20431 18 368 19 326 17 565
Non-academic staff salary related expenses 6 260 6 330 6 078 6 031
Depreciation expense:
Buildings 1653 1705 1604 1611
Equipment 2132 2242 1649 1619
Other expenses 25075 22 582 23216 20 874
114 542 104 574 110 503 100 892
Libraries
Non-academic staff salaries 2998 2942 2998 2942
Non-academic staff salary related expenses 1069 1082 1069 1082
Depreciation expense:
Buildings 309 345 309 345
Equipment 50 24 50 24
Library collections 2373 2118 2373 2118
Other expenses 1835 2515 1835 2515
8 634 9 026 8 634 9 026
Other Academic Support Services
Non-academic staff salaries 2 807 2538 2 807 2538
Non-academic staff salary related expenses 1078 1080 1078 1080
Depreciation expense:
Buildings 16 19 16 19
Equipment 361 428 361 428
Other expenses 1504 1 555 1504 1 555
5766 5620 5766 5620
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33.

34.

Expenses by Function (continued)

Student Services
Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Buildings
Equipment
Other expenses

Buildings and Grounds
Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Buildings
Equipment
Other expenses

Administration and Other General Institutional Services

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:

Buildings

Equipment
Other expenses

Deferred Employee Benefits for Superannuation
Academic staff salary related expenses
Non-academic staff salary related expenses

Summary of Expenses by Function
Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:

Buildings

Equipment

Library collections
Other expenses

Total Expenses by Function

Entity Information

Flinders University

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
386 336 386 336
132 118 132 118
3100 2 598 3100 2598
1181 1011 1181 1011
369 357 369 357
19 72 19 72
3333 2 968 3333 2 968
8 520 7 460 8 520 7 460
4 - 4 -
3 - 3 -
2 854 2 697 2854 2697
969 875 969 875
161 107 161 107
354 314 354 314
8 447 7 555 8 447 7 555
12 792 11 548 12 792 11 548
836 455 829 455
346 262 346 262
4944 6 005 4574 5672
1957 2375 1638 1941
88 83 88 83
32 43 - 6
7 466 9 439 5 255 6 363
15 669 18 662 12 730 14 782
160 (1 520) 160 (1 520)
40 (380) 40 (380)
200 (1 900) 200 (1 900)
44 074 38 221 43 759 38 122
16 784 14 777 16 731 14 721
37 134 35148 35659 34 012
12 554 12 373 12 053 11 640
2596 2616 2 547 2522
2948 3123 2433 2 463
2373 2118 2373 2118
47 660 46 614 43590 41 830
166 123 154 990 159 145 147 428

The Flinders University of South Australia is a body corporate established by an Act of the South Australian Parliament, The

Flinders University of South Australia Act 1966.

Australia, 5042.
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UNIVERSITY OF ADELAIDE

FUNCTIONAL RESPONSIBILITY
The University is established by the University of Adelaide Act 1971.
The University’'s major product or service is the provision of higher education and research.

The University is dependent to a large extent on Commonwealth Government grants which may be approved for
general spending or for specific purposes. In addition to these sources of funds, the University receives student
tuition fees and charges, endowments, general bequests and sponsorships.

As at 31 December 2001 the University had a number of controlled entities. Major entities include:

. ARI Pty Ltd (formerly Luminis Pty Ltd) — This is a wholly-owned subsidiary of the University and is the
trustee of the ARI Investment Trust, of which the University is the sole beneficiary. The main functions of
ARI Pty Ltd are to commercially develop and evaluate the University's intellectual property; to manage
research activities; to administer consulting funds on behalf of academics; and to manage the
University’s investments in related companies.

. Martindale Holdings Pty Ltd — This company:
O acts as trustee of the JAT Mortlock Trust. This Trust carries on the business of primary
production.
O manages a joint venture JS Davies Estate, whose principal activity is farming.
. Lubims Pty Ltd — This is a wholly-owned subsidiary, which is the trustee of a Trust, created for the

Department of Community Medicine to purchase a property to operate the family practice unit.

SIGNIFICANT FEATURES

University Operations

. Operating deficit was $6.4 million (a surplus of $1.7 million in 2000).

. Operating revenue increased by $23.4 million to $297.3 million.

. Operating expenses increased by $31.5 million to $303.7 million.

. Investment revenue decreased by $2.6 million to $3.6 million.

. Salaries and related expenses increased by $15.7 million to $178 million.

. The State Government provided $7 million for the purchase of Glenthorne Farm.

. The total of the University's cash, short-term investments and Composite Fund decreased by

$14.8 million to $85.9 million.

. The University's investment in its controlled entities was revalued from $2.9 million to $45.4 million.
ARI Investment Trust

The market value of shares held by the ARI Investment Trust was $20.5 million ($33.9 million in 2000).

AUDIT MANDATE AND COVERAGE
Audit Authority

Subsection 31(1)(b) of the Public Finance and Audit Act 1987 provides for the Auditor-General to audit the
accounts of the University in respect of each financial year.
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Scope of Audit

During 2001, specific areas of audit attention included:

. expenditure, including accounts payable and payroll

. revenue, including grants and student fees

. internal audit activities

. inventory management

. non-current assets, including valuation and adequacy of asset register maintenance
. liabilities, including provisions and borrowings.

The audits of the controlled entities for the year ending 31 December 2001 were carried out by private accounting
firms.

Audit Communications to Management

During the year, several letters communicating issues arising from the audit were forwarded to the
Vice-Chancellor. Responses received were satisfactory. Further details relating to these issues are contained in
‘Audit Findings and Comments’ hereunder.

AUDIT FINDINGS AND COMMENTS
Commentary on General Financial Controls

Audit and Compliance Committee

The University has an Audit and Compliance Committee which is a standing committee of the Council of the
University. The Committee provides advice directly to Council on issues relating to statutory compliance, control
and risk so as to assist Council to exercise its fiduciary, governance and prudential responsibilities.

Audit attends all meetings as an observer.
Internal Audit

The University's internal audit function is carried out by a private accounting firm. The role, objectives and scope
of operations are detailed in the Internal Audit Charter.

The primary objective of Internal Audit is to assist management to achieve its objectives through advice on risk
management and internal control practices. In addition, Internal Audit maybe requested to undertake
management review assignments which are outside the scope of the annual audit plan. The annual internal audit
plan is approved by the Audit and Compliance Committee who also monitor progress of projects undertaken.

Overall Assessment

The annual external audit program has regard to the activities of the Audit and Compliance Committee and
Internal Audit in relation to audit coverage and recognises the assessment of overall operations by those bodies.

Although the general financial control environment of the University was assessed as satisfactory, several areas
were identified where the existing environment could be further strengthened. These issues were raised with the
University and a satisfactory response, including action proposed, was received.

EXTRACT FROM INDEPENDENT AUDIT REPORT
Qualification

The University has reported as part of other liabilities in Note 15 to the financial statements
revenue received in advance of $4.7 million which the University effectively controlled as at
31 December 2001, and accordingly this amount should have been recognised as revenue in
accordance with the requirements of Australian Accounting Standard AAS 15 ‘Revenue’. As a
result, the operating revenue received under the Higher Education Funding Act is understated
and the operating deficit is overstated by $4.7 million respectively, and accumulated funds are
understated and current liabilities are overstated as at 31 December 2001 by the same amount.
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Qualified Audit Opinion

In my opinion, except for the effects on the financial report of the matter referred to in the
qualification paragraph, the financial report presents fairly in accordance with the Treasurer's
Instructions promulgated under the provisions of the Public Finance and Audit Act 1987, the
Higher Education Funding Act 1988, applicable Australian Accounting Standards and other
mandatory professional reporting requirements, the financial position of the University of
Adelaide and of the consolidated entity as at 31 December 2001, the results of their operations
and their cash flows for the year then ended.

CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the University of
Adelaide included an assessment of the controls exercised in relation to the receipt, expenditure and investment
of money, the acquisition and disposal of property and the incurring of liabilities.

Audit formed the opinion that the controls exercised by the University of Adelaide in relation to the receipt,
expenditure and investment of money; the acquisition and disposal of property; and the incurring of liabilities,
were sufficient to provide reasonable assurance that the financial transactions of the organisation were
conducted properly and in accordance with law.

INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS

Significant features with respect to the financial operations of the University for 2001 were:

Statement of Financial Performance

Operating Result

The operating deficit for the year was $6.4 million (surplus of $1.7 million in 2000). The following chart shows the
operating revenue, operating expenses and operating surplus for the last five years:
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Over this five year period, operating revenue has increased by 10.4 percent, while operating expenses have
increased by 19.6 percent. In this same timeframe, funding received under the Higher Education Funding Act, for
operating grants and the Higher Education Contribution Scheme, has increased marginally, hence the
importance for the University to generate funds from other sources or reduce operating expenses.

Revenue

Investment Revenue

A reduction in funds available for investment and a decrease in Composite Fund earnings were factors
contributing to investment revenue decreasing from $6.2 million to $3.6 million.
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Specialist Services and Trading
Revenue from specialist services and trading increased by $3.6 million to $14.3 million mainly through increases
in revenue from primary produce sales, $1.1 million, consultancy fees, $492 000 and laboratory services
$496 000.

Other Revenue

The written down value, $3.3 million, of the grant received from the State Government for the purchase of
Glenthorne Farm was mainly responsible for other revenue increasing by $3.9 million to $17.8 million.

Expenditure
Salaries and Related Expenses

Salaries and related expenses, $178 million ($162.3 million), accounted for 58.6 percent (59.6 percent) of total
operating expenses.

Teaching and Research Materials

Expenditure on teaching and research materials increased by $7.5 million to $29.8 million mainly to service
additional research activity.

Statement of Financial Position
Cash and Investments

Increased operating expenses and purchases of property, plant and equipment contributed to the University's
cash, short-term investments and Composite Fund decreasing by $14.8 million to $85.9 million.

A change in valuation method resulted in the University’s investments in its controlled entities increasing from
$2.9 million to $45.4 million (refer to Note 26 to the Financial Statements).

ARI Investment Trust holds shares in biotechnology companies BresaGen Ltd and GroPep Ltd. Both companies,
which had their origin within the University, were listed on the Australian Stock Exchange in December 1999 and
August 2000 respectively. The market value, at 31 December 2001, of the shares held by the Trust was
$20.5 million ($33.9 million in 2000).

FURTHER COMMENTARY ON OPERATIONS

Management Information Systems

In 1998, the University commenced a project designed to implement integrated management information systems
in the areas of finance, human resources, student administration and research. The estimated cost of the project
was $16 million. The software has been installed and is operational. The cost of the project was $19.5 million.
The increased cost was mainly the result of modifications to the Financial Management System and the
extension of the Student Administration Module implementation period by one year to allow for additional change
management.

Glenthorne Farm

During the year, the University purchased Glenthorne Farm from the CSIRO for $7 million which was provided as
a grant by the State Government. The value of the grant and the asset purchased were subsequently written

down to $3.3 million based on land usage. Note 11.3 to the Financial Statements outlines the relevant details
associated with the purchase and subsequent write-down.
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Statement of Financial Performance for the year ended 31 December 2001

Consolidated University
2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
OPERATING REVENUE FROM ORDINARY ACTIVITIES: 5,6
Received under Higher Education Funding Act 1988:

Base operating grant 104 612 99 016 104 612 99 016

Other operating grants 2496 2 357 2496 2 357

Higher Education Contribution Scheme 38 533 36 990 38 533 36 990

145 641 138 363 145 641 138 363

Learning and Teaching:

Student fees 5 30 347 28 100 30 347 28 100
Grants 6 263 5173 6 263 5173
36 610 33273 36 610 33273
Research Grants and Fees:
National competitive grants 38 116 37 550 38 116 37 550
Public sector — Other 11 639 10 324 11 419 9 806
Industry and other 10 621 10 189 10 971 10 442
60 376 58 063 60 506 57 798
Research Other:
Cooperative Research Centre direct funding 4392 2949 4392 2949
Research Infrastructure Program 6 907 7 391 6 907 7 391
11 299 10 340 11 299 10 340
Other:
Investment revenue 5 3623 6 378 3612 6 243
Property revenue 5725 6 195 5725 5916
Specialist services and trading 41 585 34 565 14 286 10 637
Deferred superannuation 21(e) 1800 (2 600) 1800 (2 600)
Other 18 843 22 028 17 817 13 931
71576 66 566 43 240 34127
Total Operating Revenue from Ordinary Activities 325 502 306 605 297 296 273 901
OPERATING EXPENSES FROM ORDINARY ACTIVITIES: 6
Salaries and related expenses 3(0) 185 280 168 473 178 027 162 276
Student services 15 440 15 956 15 440 15 956
Teaching and research materials 29 834 23 680 29 834 22 358
Buildings and grounds 16 745 14 428 16 690 14 060
Administration, communication and travel 48 910 51 147 29 803 28 602
Finance and fund administration 3692 3583 3510 3511
Miscellaneous equipment, depreciation and WDV assets sold 28 057 27 984 27 346 26 817
Deferred and HEFA superannuation 21(e) 3011 (1 401) 3011 (1 401)
Total Operating Expenses from Ordinary Activities 330 969 303 850 303 661 272 179
OPERATING (DEFICIT) SURPLUS BEFORE MINORITY INTERESTS (5 467) 2 755 (6 365) 1722
Operating (deficit) surplus attributable to outside equity interest 26 (222) 333 - -
OPERATING (DEFICIT) SURPLUS FROM ORDINARY ACTIVITIES (5 689) 3088 (6 365) 1722
CHANGE IN EQUITY - NET INCREASE (DECREASE):
Impact from change in accounting policy 4 13187 - 13187 -
Outside equity interest - (1 664) - -
Asset revaluation reserve 12 126 3189 42 500 -
Capital profits reserve 16 171 (72) - -
TOTAL CHANGES IN EQUITY 19 795 4541 49 322 1722
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Statement of Financial Position as at 31 December 2001

Consolidated University
2001 2000 2001 2000
CURRENT ASSETS: Note $'000 $'000 $'000 $'000
Cash 14181 14 405 5578 9483
Receivables 7 17 595 12 324 14 852 9 059
Investments 8 46 986 35 266 30 555 38985
Inventories 9 3969 3112 1646 1679
Other 10 6 243 6 088 4534 3353
Total Current Assets 88 974 71195 57 165 62 559
NON-CURRENT ASSETS:
Investments 8 66 869 82132 111 230 75 878
Property, plant and equipment 11 494 425 483 213 472 264 461 154
Deferred government superannuation contribution 21(e) 33 700 31 900 33 700 31 900
Total Non-Current Assets 594 994 597 245 617 194 568 932
Total Assets 683 968 668 440 674 359 631 491
CURRENT LIABILITIES:
Creditors 12 16 782 21178 12 052 15 498
Borrowings 13 23 582 4732 22121 7011
Provisions 14 12 602 12 219 12 029 11 084
Deferred employee superannuation benefits 21(e) 2400 2100 2400 2100
Other 15 13773 17 601 13 596 17 199
Total Current Liabilities 69 139 57 830 62 198 52 892
NON-CURRENT LIABILITIES:
Borrowings 13 293 17 288 95 17 281
Provisions 14 20 953 21034 20938 21012
Deferred employee superannuation benefits 21(e) 31 300 29 800 31 300 29 800
Total Non-Current Liabilities 52 546 68 122 52 333 68 093
Total Liabilities 121 685 125 952 114 531 120 985
NET ASSETS 562 283 542 488 559 828 510 506
EQUITY:
Capital reserves 16 383 626 371329 393 350 350 850
Specific purpose reserves 16 108 076 98 836 108 076 98 836
Accumulated results - of operations 68 665 70 185 58 402 60 820
Total University Interest 560 367 540 350 559 828 510 506
Accumulated results - Outside equity interest 1916 2138 - -
TOTAL EQUITY 562 283 542 488 559 828 510 506
Commitments and Contingent Liabilities 18,19
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Statement of Cash Flows for the year ended 31 December 2001

Consolidated University
2001 2000 2001 2000
Inflows Inflows Inflows Inflows
CASH FLOWS FROM OPERATING ACTIVITIES: (Outflows)  (Outflows) (Outflows)  (Outflows)
INFLOWS: Note $'000 $'000 $'000 $'000
Grant Revenue:
Commonwealth Government general grants 110 976 103 900 110 976 103 900
Commonwealth Government research grants 54 736 51 669 54 736 51 361
State Government grants 8 420 6776 8 200 6 639
Higher Education Contribution Scheme: 33
Student payments 6 063 5571 6 063 5571
Higher Education Trust Fund 33100 30 897 33100 30 897
Other research grants and fees 14 241 11 551 14 241 11871
Student fees 29 436 29 488 29 436 29 488
Scholarships and prizes 5 998 1237 998 1237
Donations and bequests 5533 2 055 5533 2755
Investment income received 5413 6 483 5271 6 166
Specialist services and produce trading 41 585 40 957 14 286 10 637
Fees and charges 8 458 10016 9 526 8 096
Other 8 802 2 760 5474 2 588
Total Inflows 327 761 303 360 297 840 271 206
OUTFLOWS:
Salaries and related expenses (185 390) (176 111) (175 314) (165 097)
Student services (15 440) (15 958) (15 440) (15 958)
Goods and services (111 054) (90 626) (96 102) (66 791)
Interest paid (1 560) (1817) (1 557) (1 775)
Total Outflows (313444) (284512) (288413) (249 621)
Net Cash provided by Operating Activities 17 14 317 18 848 9427 21585
CASH FLOWS FROM INVESTING ACTIVITIES:
INFLOWS:
Proceeds from sale of property, plant and equipment 1067 2045 1006 1495
Proceeds from sale of investments 4424 - 4424 -
Repayment of loan 396 138 193 138
Total Inflows 5 887 2183 5623 1633
OUTFLOWS:
Payments for property, plant and equipment (28 372) (35 676) (27 449) (34 800)
Payments for interest in joint ventures (101) - (101) -
Payments for investments industry Composite Fund - (1 062) - (394)
Decrease in borrowings (11) (123) (11) (73)
Additional lending - (347) - (2 862)
Distribution to minority - (64) - -
Total Outflows (28 484) (37 272) (27 561) (38 129)
Net Cash used in Investing Activities (22 597) (35 089) (21 938) (36 496)
NET DECREASE IN CASH HELD (8 280) (16 241) (12 511) (14 911)
CASH AT 1 JANUARY 48 402 64 643 44 030 58 941
CASH AT 31 DECEMBER 17 40 122 48 402 31519 44 030

Note: There were no cash flows from financing activities during the accounting period.

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. Basis of Preparation
These notes, prepared in conjunction with the financial statements, provide an explanation of significant accounting policies and
practices adopted in the preparation of the statements. The financial statements and notes collectively constitute a general purpose
financial report prepared in accordance with applicable Australian Accounting Standards, unless otherwise disclosed in these notes.
The report also conforms with the reporting requirements of the Commonwealth Department of Education, Science and Training
(DEST).

2. Scope of Reporting
The financial statements and notes disclose the operating results and 2000 comparative results of the University of Adelaide as
follows:

University - Refers to all aspects of operation of the University of Adelaide only.

The operational aspects of the University of Adelaide also include the following activities:

. Australian Music Examinations Board

. Mawson Appeal

. The University of Adelaide Medical Foundation

. South Australian Foundation for Dental Education and Research Inc
. The Postgraduate Committee in Dentistry

. The University of Adelaide Foundation

Consolidated - Refers to the financial results of the University of Adelaide together with financial results of its controlled entities.
It includes accounts for the University's interests in associated entities and its joint venture operations.
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Scope of Reporting (continued)
The controlled entities of the University of Adelaide included in this report are:

Lubims Pty Ltd
ARI Pty Ltd (formerly Luminis Pty Ltd) as trustee for ARI Investment Trust (formerly Luminis Investment Trust):
0 Australian Company Number 060 292 486 Pty Ltd formerly Camtech (SA) Pty Ltd as trustee for:
Camtech Discretionary Trust
Camtech R&D Pty Ltd (sold 10.1.01)
Camtech ASIA Sdn Bhd (sold 10.1.01)
Australian Company Number 49 089 171 719 Ltd formerly Camtech Corporation Ltd (deregistered

31.12.01)
O Repromed Pty Ltd
O Disc Pty Ltd
Martindale Holdings Pty Ltd as trustee for:
O JS Davies Estate
O JAT Mortlock Trust

Refer to Note 26 Investments in Controlled Entities.

Statement of Significant Accounting Policies

@

(b)

(©)

(d)

(e)

Basis of Accounting
The financial report has been prepared on the basis of historical costs and except where stated, does not take into
account changing money values or current valuations of non-current assets.

These accounting policies have been consistently applied by each entity in the consolidated entity and, except where
there is a change in accounting policy, are consistent with those of the previous year.

Where necessary, comparative information has been reclassified to achieve consistency in disclosure with current
financial year amounts and other disclosures.

Principles of Consolidation
The consolidated financial statements of the Consolidated Entity include the financial statements of the University being
the parent entity, and its controlled entities (‘the Consolidated Entity’).

Where an entity either began or ceased to be controlled during the year, the results are included only from the date
control commenced or up to the date control ceased.

The balances, and effects of transactions, between controlled entities included in the consolidated financial statements
have been eliminated.

Outside interests in the equity and results of the entities that are controlled by the University are shown as a separate
item in the consolidated financial statements.

Foreign Currency

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling at the dates of the
transactions and brought to account in the Statement of Financial Performance. Amounts receivable and payable in
foreign currencies at balance date are translated at the rates of exchange ruling on that date.

Revenue Recognition
All revenues are recognised in the accounting period to which they apply. Revenue received in advance of the reporting
period is recognised as a liability in the Statement of Financial Position.

Grant Revenue
Refer Note 4 Change in Accounting Policy

Student Tuition Fees and Charges
Student tuition fees and charges are recognised in the accounting period in which service is provided.

Interest and Investment Income
Interest and income from investment is recognised as it accrues (Refer to Note 3(i)).

Asset Sales
The gross proceeds of asset sales are included as revenue of the Consolidated Entity. The profit or loss on disposal of
assets is brought to account at the date an unconditional contract of sale is signed.

Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of Goods and Services Tax (GST), except where the
amount of GST incurred is not recoverable from the Australian Tax Office (ATO). In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of the expense.

Receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the
Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows arising

from investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating
cash flows.
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Research and Development Costs

Research and development expenditure is expensed as incurred except to the extent that its recoverability is assured
beyond any reasonable doubt, in which case it is treated as deferred expenditure and is brought to account in the
Statement of Financial Position.

Employee Entitlements

Wages, Salaries and Annual Leave

The provision for employees’ entitlements to wages, salaries and annual leave represents the amount which the
Consolidated Entity has a present obligation to pay resulting from employees’ services provided up to the balance date.
The provisions have been calculated at undiscounted amounts based on current wage and salary rates and includes
related on-costs.

Long Service Leave
The liability for employees’ entitlements to long service leave represents the present value of the estimated future cash
outflows to be made by the employer resulting from employees’ services provided up to the balance date.

Liabilities for employee entitlements which are not expected to be settled within 12 months are discounted using the rates
attaching to Commonwealth Government securities at balance date, which most closely match the terms of maturity of
the related liabilities.

In determining the liability for employee entitlements, consideration has been given to future increases in wage and salary
rates, and the Consolidated Entity’s experience with staff departures. Related on-costs have also been included in the
liability.

Superannuation

Superannuation schemes exist to provide benefits to University employees and their dependents upon retirement,
disability or death. The contributions made to these schemes by the University, and emerging costs from unfunded
schemes, are expensed in the Statement of Financial Performance. Refer to Note 21 for details relating to the individual
schemes.

Doubtful and Bad Debts
The collectibility of receivables is assessed at balance date and provision is made for any accounts considered to be
doubtful. Any debts considered to be non-collectable have been expensed as bad debts.

Investments
Funds are invested in the following categories under guidelines determined by the University. Details of these
investments are disclosed in Note 8.

Cash on Deposit
These are cash balances held in interest earning facilities with financial institutions.

Composite Fund

The majority of specific purpose endowments received by the University to fund research activities, scholarships, prizes
and lectures, are included in the Composite Fund. This Fund is invested in cash deposits and longer term investments
managed by an independent portfolio manager. It includes a mix of Australian equities, overseas equities, fixed interest
securities and property trusts. These investments are reported in the Statement of Financial Position at market values
obtained from the portfolio manager. Unrealised gains or losses are recognised in the Statement of Financial
Performance.

Recognition of Movements in Value
The movement in value of investments held for trading at the financial year end, is brought to account as income. The
movement in value of investments of a non trading nature is reflected in the asset revaluation reserve.

Investments in Business Undertakings

Controlled Entities

Investments in controlled entities are carried in the University's financial statements at fair value, refer Note 4(b).
Previously, this had been at the lower of cost and recoverable amount. Dividends and distributions are brought to
account in the Statement of Financial Performance when they are declared by the controlled entities.

Associates
An associate is an entity, other than a partnership, over which the Consolidated Entity exercises significant influence and
where the investment in that entity has not been acquired with a view to disposal in the near future.

In the University’s financial statements, investments in associates are carried at the lower of cost or recoverable amount.

In the consolidated financial statements, investments in associates are accounted for using the equity method of
accounting. Investments in associates are carried at the lower of the equity accounted amount and recoverable amount.
The Consolidated Entity’s share of the associates’ net profit or loss after tax is recognised in the Consolidated Statement
of Financial Performance after the elimination of unrealised profits and losses on transactions between the associate and
any entities in the Consolidated Entity or another associate of the Consolidated Entity. Other movements in reserves are
recognised directly in consolidated reserves.

Joint Venture Operations

The University derives income as part of its participation in Cooperative Research Centres, as listed in Note 28(a)(i). In
the ordinary course of events this income which is recognised in the accounts of the University, is used to meet
operational costs and/or acquire equipment. As a participant, the University will be entitled to a proportionate share of
any intellectual property arising, which in time, it would be required to account for under the rules of joint venture
accounting. As at year end, the University is not aware of any material intellectual property with commercial value. As
such no accounting entries have been recorded.

The Consolidated Entity’s interest in Other Unincorporated Joint Ventures, as described in Note 28(a)(ii), is not
considered material in total, and as such they have been reported as a net amount in investments.
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Investments in Business Undertakings (continued)

Other Business Undertakings

The Consolidated Entity holds, through ARI Investment Trust, significant investments in two publicly listed investments,
namely GroPep Ltd and BresaGen Ltd. It does not exercise any significant influence over the operations of these two
entities. During the course of the year, the escrow provision regarding the shareholding in both BresaGen Ltd and
GroPep Ltd, lapsed. As at 31 December 2001, these have been valued at market value after allowing for diminution in
value by events post 31 December 2001.

In addition, the Consolidated Entity holds a number of investments. In the case of publicly listed investments, these have
been valued at market value. In the case of non publicly listed investments, these have been valued at lower of cost or
net realisable value.

Inventories

Consumable Materials and Trading Stock

The University has a number of inventory stores at several locations. The inventory is valued at the lower of cost or net
realisable value. Where controlled entities have reported inventory, this is included in the Consolidated Entity at the
lower of cost or net realisable value.

Livestock

The University breeds animals for teaching and research activities and not for profit. Consequently it does not attribute a
value to livestock for recording in the Statement of Financial Position. Where controlled entities have reported livestock,
this is included at net realisable value.

Non-Current Assets

Acquisitions

Items of property, plant and equipment are initially recorded at cost in the Statement of Financial Position (unless
otherwise indicated) and depreciated in accordance with Note 3(m).

Revaluations
Under the previous Australian Accounting Standards land, buildings and works of art were independently valued every
three years on an existing use basis of valuation and disclosed in the financial statements at the revalued amounts.

During the course of the year, changes to the accounting standards for valuation of non-current assets came into effect
giving reporting entities a choice of valuation methods.

Guidelines issued by the Treasurer of South Australia provide for a continuation of the same valuation method in 2001.
As a result the University cannot exercise its option to value its non-current assets in accordance with the provisions of
the Australian Accounting Standards.

Disposal of Revalued Assets

The gain or loss on disposal of revalued assets is calculated as the difference between the carrying amount of the asset
at the time of disposal and the proceeds on disposal and is included in the results in the year of disposal. Any related
revaluation increment standing in the asset revaluation reserve at the time of disposal is transferred to the capital profits
reserve.

Land and Buildings

The University differentiates between ‘trust’ and ‘other’ land and buildings. A ‘trust’ building is one which is constructed
on land provided by government in trust for the specific purpose of operating the University, or acquired by settlement
under a binding trust. Buildings, other than these are referred to as ‘other’ buildings.

Buildings acquired prior to 31 December 1998, are valued at replacement cost. These valuations were prepared by
Edward Rushton Australia Pty Ltd. Expenditure incurred since that valuation has been reported at cost. Subsequently,
the Treasurer has exempted the University from a need to revalue its land and buildings which were due for revaluation in
2001.

Other Collections

The University owns a number of collections of cultural, historical and scientific significance. Many of these collections
are unique or extremely rare. The University is not able to reliably measure the value of these collections and therefore
has not recognised them as an asset in the Statement of Financial Position. Furthermore, collections which are
irreplaceable (excluding works of art) are not covered by University insurance due to difficulty in determining an insurable
value, the costs associated with deriving such a value, and the premium load an insurer would require to carry such a
risk.

Library Collection

During 1998, the Library was valued using an internal valuation based on the annual price movement of books and
journals. Again due to difficulties in determining a market value for the Library Collection, acquisitions since the date of
the valuation have been valued at cost.

Works of Art

Items greater than $25 000 are recorded on the basis of an independent valuation carried out by Mr JFB Bruce valuer
(MSAV) of lan Bruce Pty Ltd on 11 November 1999. Acquisitions after 11 November 1999 are recorded at cost. No
provision for depreciation is made.

Software

The University capitalises certain software costs with a purchase price greater than $100 000 and an expected useful life
greater than 12 months, together with all costs associated with implementation. These are recorded on the basis of cost
and then amortised once the system is operational.

121



University of Adelaide

0]

(m)

(n)

(0)

()

(@)

Q]

(s)

4. Changes
(@

(b)

Non-Current Assets (continued)

Leased Plant and Equipment

Leased plant and equipment over which the University or its controlled entities assume substantially all the risks and
benefits of ownership, are classified as finance leases. Other leases are classified as operating leases.

Finance leases are capitalised. A lease asset and a lease liability equal to the present value of the minimum lease
payments are recorded at the inception of the lease. Capitalised lease assets are amortised on a straight line basis over
the term of the relevant lease, or where it is likely the consolidated entity will obtain ownership of the asset, the life of the
asset. Lease liabilities are reduced by repayments of principal. The interest components of the lease payments are
charged to the Statement of Financial Performance. Also refer to Note 18.

Payments made under operating leases are charged against profits in equal instalments over the accounting periods
covered by the lease term.

Depreciation and Amortisation
Depreciation and Amortisation are charged on a straight line basis using expected useful lives. The expected useful lives
used for each class of asset are as follows:

Range
Buildings and leasehold improvements 10-80 years
Library 5-50 years
Plant and equipment including Motor Vehicles 5-10 years
Software and Implementation Costs 3-5 years
Leased Plant and Equipment 10 years

Workers Compensation

The University is responsible for payments of workers compensations claims and is registered with WorkCover as an
exempt employer. Administrative arrangements with the associated entity Unisure Pty Ltd incorporate the management
of claims and funds invested.

The provision for workers compensation claims has been prepared by Wiliam M. Mercer using the Claims Paid
Development Method wherein all past claims are brought to current value with an allowance for late reporting of claims
and administration costs.

Salaries and Related Expenses
Iltems attributed to salaries and related expenses include salaries and wages, employee entitlements, and other costs
incidental to the employment of staff such as professional development costs, fringe benefit tax etc.

Operating Revenue - Other

The classification ‘Other’ contains revenue items which individually are not material due to their nature or size. Such
items falling within this classification include sale of assets, income from independent organisations for whom the
University provided management services, royalties, fund raising and bequests, sundry recoveries and recharges, etc.

Recognition of Donations and Bequests
All donations and bequests received by the University are brought to account as income.

Rounding
All amounts in this report are rounded to the nearest one thousand dollars.

Comparative Information
These financial statements display information for the preceding corresponding reporting period. Comparative figures
have been reclassified to reflect current disclosure requirements of the University and DEST.

in Accounting Policy

Treatment of Grant Revenue.

In previous years, grant revenue for operating purposes was brought to account in the academic year for which the grant
was advanced.

This was consistent with the former Commonwealth Department of Education, Training and Youth Affairs Reporting
Guidelines, prescribing the accounting treatment for grants. The University views these Guidelines as taking precedence
over Australian Accounting Standard AAS 15 ‘Recognisable Revenue’. The guidelines have now been withdrawn which
means that section 9 of AAS 15 will be applied for the first time in 2001. This has the effect of requiring the University to
bring grants to account as revenue in the year they are received. The transitional provisions of AAS 15 have been used
such that revenue deferred from the year 2001 is treated as a prior year adjustment to accumulated surplus and the grant
received in December 2001 for the 2002 academic year has been recognised as revenue in 2001.

This has the effect of increasing the Equity in 2001 by $13.2 million and increasing the Operating Deficit in 2001 by
$368 000.

Revaluation of Investments

As outlined in Note 3 (j) Investments in Business Undertakings, the University has revalued its investment to fair value.
There is no financial impact on operations from ordinary activities in the Statement of Financial Performance as the
revaluation of $42.5 million was brought to account through the asset revaluation reserve in the Statement of Financial
Position. Refer Note 16 Reserves.
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Operating Revenue
Revenue from Operating Activities:
Bequests and Donations received for:
Research
Prizes and scholarships

General operational purposes and capital works

Consultancy, Contract and Industry Research Income

Student fee income includes:
Award Courses:

Australian fee paying undergraduate students

Australian fee paying postgraduate students
International fee paying students

Non-Award Courses:
Australian fee paying
Continuing Education
Other teaching service fees

Investment Income includes:

General Fund earnings

Composite Fund earnings

General and Composite Fund investment market
valuation adjustment

Royalty income

Dividends received

Distribution from controlled entities

Gross Proceeds from sale of non-current assets

Share of net profits (losses) of:
Associates
Joint venture operations

Operating Surplus
Operating surplus is arrived at after crediting and charging the
following items:
Credits:
Net foreign exchange gain

Net gain on disposal of property, plant and equipment

Net gain on disposal of investments
Bad debt recoveries

Charges:
Amortisation:
Leasehold improvements
Leased plant and equipment
Software and system development costs

Bad and Doubtful Debts Cost:
Student loans
Student tuition
Other debtors

Depreciation:
Buildings
Plant ,equipment and motor vehicles
Library collection

Expenses directly related to employee entitlements include:
Contributions to superannuation schemes:

Deferred employee benefits for superannuation

Emerging cost
Funded

Payroll tax

Annual leave

Long service leave
Workers compensation
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Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
1404 1478 1404 1478
998 1237 998 1237
4129 577 4129 1277
6 531 3292 6 531 3992
27 825 17 412 12 738 11 643
398 521 398 521
4146 3378 4146 3378
21 297 19 795 21 297 19 795
25841 23 694 25841 23 694
529 650 529 650
1080 1114 1080 1114
2897 2 642 2897 2 642
4506 4 406 4506 4 406
30 347 28 100 30 347 28 100
3113 4221 2798 3860
2262 4842 2262 4842
(2 150) (2 958) (2 150) (2 958)
273 273 9 21
125 - 18 8
- - 675 470
3623 6 378 3612 6243
1067 1777 1006 1495
171 127) - -
46 202 - -
239 99 239 99
227 559 168 273
58 - - -
75 - 75 -
20 20 20 20
- 12 - 12
2918 1939 2918 1852
2938 1971 2938 1884
14 20 14 20
144 9 144 9
8 996 (68) 906
166 1025 90 935
3920 3849 3790 3674
5348 5505 4751 4734
5946 5814 5946 5814
15214 15168 14 487 14 222
1800 (2 600) 1800 (2 600)
1211 1199 1211 1199
19 635 18 430 19 392 17 494
22 646 17 029 22 403 16 093
7 610 7 893 7 586 7 497
5952 5399 5934 5364
3375 3091 3398 3100
698 709 644 621
40 281 34121 39 965 32675
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6. Operating Surplus (continued)

Finance charges on capitalised leases

Net loss on disposal of property, plant and equipment

Borrowing Costs:
Interest
Finance charges

7. Receivables
Student tuition fees
Less: Provision for doubtful debts

Sundry and trade debtors
Less: Provision for doubtful debts

Student loans

Other
Total Receivables
8. Investments
Current:

Short-term investment portfolio:
Cash on deposit
Other

Loans:
Loans to controlled entities
Other loans

Non-Current:
Composite Fund at fair value:
Australian fixed interest securities
Australian equities
Overseas equities
Property trusts
Cash and liquid assets

Managed investment held by Unisure Pty Ltd

Interests in business undertakings:
Controlled entities
Associated entities:

At cost

Equity accounted
Joint venture entities:

At cost

Equity accounted

Other investments
Loans:

Other loans
Less: Provision for doubtful debts

Note

3(h)

3(i)
29

3(i)

26

28

Other loans are all secured by way of either a mortgage over land or a second priority fixed or floating charge over property.

9. Inventories
Consumable materials and trading stock
Livestock
Provision for obsolescence

10. Other Assets
Current:
Prepayments
Accrued income
Other
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Consolidated University
2001 2000 2000 2001
$'000 $'000 $'000 $'000
76 158 76 89
2047 308 2047 236
1560 1964 1557 1775
489 172 483 172
2049 2136 2040 1947
1913 1004 1913 1004
374 230 374 230
1539 774 1539 774
17 014 12 697 13 638 9186
1141 1 305 500 1059
15 873 11 392 13 138 8127
174 158 174 158
9 - 1 -
17 595 12 324 14 852 9 059
25941 34 547 25941 34 547
20 500 121 - 121
46 441 34 668 25941 34 668
- - 4069 3719
545 598 545 598
545 598 4614 4317
46 986 35 266 30555 38 985
4355 1852 4355 1852
9223 8775 9223 8775
11 342 10 992 11 342 10 992
2178 2551 2178 2551
27 286 32 426 27 286 32 426
54 384 56 596 54 384 56 596
8 311 8 942 8 311 8 942
- - 45 398 2 898
- - 298 197
333 162 - -
- - 150 150
248 202 - -
581 364 45 846 3245
1794 14 035 890 5103
2299 2 695 2299 2 492
500 500 500 500
1799 2 195 1799 1992
66 869 82 132 111 230 75 878
1775 1745 1746 1722
2294 1410 - -
(100) (43) (100) (43)
3969 3112 1 646 1679
5581 5538 4373 3248
225 445 161 105
437 105 - -
6 243 6 088 4534 3353
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Property, Plant and Equipment (refer Note 3(1))

11.1

11.2

Summary
Land
Trust land:
At independent valuation 1998
Other land:
At independent valuation 1998
At Council valuation 2000

At Valuer-General's valuation 2001

Total Land

Buildings

Trust buildings:
At independent valuation 1998
At cost

Other buildings:
At cost
At independent valuation 1998
At independent valuation 1999
At Council valuation 2000

Capital work in progress:
At cost

Total Buildings

Provision for Depreciation of Buildings

Trust buildings:
At independent valuation 1998
Other buildings:
At cost
At independent valuation 1998
At independent valuation 1999
At Council valuation 2000

Total Provision for Depreciation

Total Buildings Net of Depreciation

Leasehold Improvements:
At cost
Provision for amortisation

Library Collection:
At cost
At Council valuation 1998

Provision for depreciation

Works of Art:
At independent valuation 1999

Plant and Equipment:
At cost
Provision for depreciation

Total Property, Plant and Equipment

Reconciliation

University of Adelaide

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
32539 32 539 32 359 32 539
22 233 22 233 22 233 22 233
17 744 17 744 - -
3300 - 3300 -
43 277 39 977 25533 22 233
75 816 72 516 58 072 54 772
220 001 220 001 220 001 220 001
10 487 - 10 487 -
230 488 220 001 230 488 220 001
44 098 16 533 41 942 14 537
57 871 59 688 57 871 59 688
581 581 - -
155 155 - -
102 705 76 957 99 813 74 225
5 306 28 014 5 306 28 014
338 499 324 972 335 607 322 240
(7 870) (5 205) (7 870) (5 205)
(1087) (794) (304) (128)
(2 613) (1677) (2 605) (1677)
(258) (236) - -
(52) (47) - -
(4 010) (2 754) (2 909) (1 805)
(11 880) (7 959) (10 779) (7 010)
326 619 317 013 324 828 315 230
529 524 200 200
(309) (287) (40) (20)
220 237 160 180
18 663 14 307 18 663 14 307
167 760 167 760 167 760 167 760
186 423 182 067 186 423 182 067
(133738)  (127792)  (133738)  (127792)
52 685 54 275 52 685 54 275
2790 2790 2790 2790
99 720 95 492 93174 88 731
(63 425) (59 110) (59 445) (54 824)
36 295 36 382 33729 33 907
494 425 483 213 472 264 461 154

Reconciliations of the carrying amounts of each class of property, plant and equipment at the beginning and end of the current

financial year are set out below:

Land Buildings Leasehold Library  Works of  Plant and Total
Inc WIP  Improvement Collections Art  Equipment
Consolidated: $000 $000 $000 $000 $000 $000 $000
Opening Balance 72 516 317 013 237 54 275 2790 36 382 483 213
Additions 3300 13 899 3 4 657 - 10 333 32192
Disposals - (373) - (301) - (2 154) (2 828)
Depreciation/amortisation - (3 920) (20) (5 946) - (8 266) (18 152)
Closing Balance 75 816 326 619 220 52 685 2790 36 295 494 425
Parent:
Opening Balance 54 772 315 230 180 54 275 2790 33907 461 154
Additions 3300 13 740 - 4657 - 9 052 30 749
Disposals - (352) - (301) - (1561) (2 214)
Depreciation/amortisation - (3790) (20) (5 946) - (7 669) (17 425)
Closing Balance 58 072 324 828 160 52 685 2790 33729 472 264
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11.3 Glenthorne
In May 2001, the University was the recipient of a grant of a parcel of land known as Glenthorne previously owned by the
CSIRO. This land is intended to be used by the University for research, teaching and agricultural based commercial
enterprises.
The transaction involved three parties. The Government of South Australia had agreed to purchase Glenthorne from the
CSIRO for $7 million, which was the value of the land if it were to be developed for housing. The Government of South
Australia was intending to retain the land as open space. However, after consultation with various interested parties, the
Government of South Australia decided that the ongoing development and management of the property would best be
undertaken by the University. As a result, the Government of South Australia made a $7 million grant to the University to
purchase Glenthorne from the CSIRO.
However, the land is zoned for rural use and one of the conditions of the grant from the Government of South Australia
was that the University preserve the land for agricultural and other related activities. The Valuer-General has valued the
land for primary production at $3.3 million. Should the University sell the property these same conditions would apply to
the new owner and the University would be obliged to repay the original grant plus CPI to the Government of South
Australia.
In accordance with Australian Accounting Standard AAS 6 ‘Accounting Policies’, the University whilst recognising the
ascribed value of the $7 million grant as income, has written down the value of the land to fair value, with a charge to the
Statement of Financial Performance of $3.7 million.
As a result, the transaction as a whole has a beneficial impact on the University’s Statement of Financial Performance of
$3.3 million in 2001.
Consolidated University
Creditors 2001 2000 2001 2000
Current: $'000 $'000 $'000 $'000
Trade creditors 13 823 15 569 10 316 11 930
Accruals 2 959 5 609 1736 3568
16 782 21178 12 052 15 498
Borrowings
Current:
Bank loans and commercial paper 23539 3413 20 038 2863
Lease liability 7 81 - 70
Other 36 1238 36 31
Owing to controlled entities - - 2 047 4 047
23582 4732 22121 7011
Non-Current:
Bank loans and commercial paper 198 17 175 - 17 175
Lease liability - 7 - -
Other 95 106 95 106
293 17 288 95 17 281

Bank Loans and Commercial Paper

In 1991 the University obtained a loan facility to a maximum of $22.9 million for a period of 10 years. During the course of the year,
the loan facility expired. The debt has been converted into commercial bills. The University is currently in the process of
negotiating a new financial arrangement.

Provisions Consolidated University
2001 2000 2001 2000
Current: $'000 $'000 $'000 $'000
Annual and long service leave provisions 11 745 10 953 11 211 10 184
Workers compensation provision 857 900 818 900
Other provisions - 366 - -
12 602 12 219 12 029 11 084

Non-Current:

Workers compensation provision 1300 1300 1300 1300
Long service leave provision 19 653 19 734 19 638 19712
20 953 21034 20938 21012

Other Liabilities

Current:

Grants received in advance 6 780 13187 6 603 13187
Outside funded positions 831 902 831 902
Salary and wage deductions 3432 777 3432 380
Student tuition fees received in advance 2702 2709 2702 2704
Residential bonds 28 26 28 26

13773 17 601 13 596 17 199

Grants Received in Advance

In December 2001, the University received an advance of its operating grant of $5m from DEST. An amount of $300 000 had been
used as at 31 December 2001, reducing this amount to $4.7m. This amount is included in grants received in advance. The grant is
for the purpose of restructuring and it will be offset by a reduction of DEST funding in 3 equal instalments in 2003, 2004 and 2005.
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Consolidated University
Summary 2001 2000 2001 2000
Capital Reserves: $'000 $'000 $'000 $'000
Capital reserve 2970 2970 - -
Capital profits reserve 1036 865 - -
Asset revaluation reserve 100 242 88116 114 226 71726
Initial asset recognition reserve 279 378 279 378 279 124 279124

383 626 371 329 393 350 350 850

Specific Purpose Reserves:

Special reserve 35626 26 187 35626 26 187
Bequests/donations unspent income reserve 10 087 9 547 10 087 9 547
Restricted purpose bequest capital reserve 47 880 47 583 47 880 47 583
Composite fund revaluation reserve 14 483 15519 14 483 15519

108 076 98 836 108 076 98 836

Movements in Reserves
Capital Reserve:

Opening balance 2970 2970 - -
Current year movement - - - -
Closing Balance 2970 2970 - -
Capital Profits Reserve:
Opening balance 865 937 - -
Current year movement 171 (72) - -
Closing Balance 1036 865 - -
Asset Revaluation Reserve:
Opening balance 88116 84 927 71726 71726
Add: Revaluation increment on investments 12 126 3189 42 500 -
Closing Balance 100 242 88 116 114 226 71726
Initial Asset Recognition Reserve:
Opening balance 279 378 279 378 279 124 279 124
Current year movement - - - -
Closing Balance 279 378 279 378 279 124 279 124
Special Reserve:
Opening balance 26 187 21 667 26 187 21 667
Transfer (to) from accumulated funds 9 439 4 520 9 439 4 520
Closing Balance 35626 26 187 35626 26 187
Bequests/Donations Unspent Income Reserve:
Opening balance 9547 8717 9547 8717
Transfer (to) from accumulated funds 540 830 540 830
Closing Balance 10 087 9547 10 087 9547
Bequests/Donations Capital Reserve:
Opening balance 47 583 46 902 47 583 46 901
Transfer (to) from accumulated funds 297 681 297 682
Closing Balance 47 880 47 583 47 880 47 583
Composite Fund Revaluation Reserve:
Opening balance 15519 16 903 15519 16 903
Transfer (to) from accumulated funds (1 036) (1 384) (1 036) (1 384)
Closing Balance 14 483 15519 14 483 15519

Nature and Purpose of Reserves
Capital Reserve
Represents equity injection by the University into establishing the ARI Investment Trust.

Capital Profits Reserve
Represents the accumulation of the realised revalued increments of assets sold. Up until time of disposal, the
revaluation increment is held in the asset revaluation reserve.

Asset Revaluation Reserve
Is used to record increments and decrements on the revaluation of non-current assets. Refer accounting policy
Note 3 (1).

Initial Asset Recognition Reserve
Represents the equity impact arising from the recognition of assets which until the first time the University prepared a set
of accrual financial statements, had not previously been recognised.

Specific Purpose Reserves

Are a number of reserves established to house excess funds which have been generated through a series of specific
purpose transactions, and as a result can only be used in accordance with the attributes of the generating transactions,
eg composite fund revaluations reserve, bequest/donations reserve etc. In particular, the special reserve is created for
surplus funds which will be specifically acquitted in future accounting periods.
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Notes to the Statement of Cash Flows
@) Reconciliation of Cash

For the purposes of the Statement of Cash Flows, cash includes cash on hand and at bank and short-term investments in
money market instruments. Cash as at the end of the financial year as shown in the Statement of Cash Flows is
reconciled to the related items in the Statement of Financial Position as follows:

Cash
Bank overdraft
Short-term cash investment

Note

(b) Reconciliation of Net Cash provided by Operating Activities to

Operating (Deficit) Surplus
Operating (deficit) surplus
Add (Less): Non-cash items:
Amortisation
Depreciation
Write down (up) investments
Bad debts written off
Superannuation expense
Superannuation revenue
Other revenue/expenses
(Profit) Loss on sale of property, plant and equipment
Changes in assets/liabilities:
(Increase) Decrease in inventories
(Increase) Decrease in receivables
(Increase) Decrease in loans
(Increase) Decrease in other current assets
(Decrease) Increase in creditors
Increase (Decrease) in other current liabilities
Increase (Decrease) in provisions
Increase (Decrease) in borrowings

Net Cash provided by Operating Activities

(©) Borrowings
Refer Note 13.

Future Expenditure Commitments

Operating Expenditure

Contracted but not provided for and payable:
Not later than one year
Later than one year but not later than five years
Later than five years

Capital Expenditure

Contracted but not provided for and payable:
Not later than one year
Later than one year but not later than five years
Later than five years

Operating Lease Commitments

Future operating base rental not provided for and payable:
Not later than one year
Later than one year but not later than five years
Later than five years

Finance Lease Commitments

Finance leases rentals are payable as follows:
Not later than one year
Later than one year but not later than five years
Later than five years

Less: Future lease finance charges

Lease liabilities provided for in the financial statements:
Current
Non-current

Total Lease Liability

30)

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
14 181 14 405 5578 9483
- (550) - -
25941 34 547 25941 34 547
40 122 48 402 31519 44 030
(5 467) 2755 (6 365) 1722
2938 1971 2938 1884
15 214 15 168 14 487 14 222
2150 2958 2 150 2958
528 985 452 911
1800 (2 600) 1800 (2 600)
(1 800) 2 600 (1 800) 2600
(3714) (4 145) (4 117) (3 154)
1820 (251) 1879 (37)
(857) (1 509) 33 (1 679)
(5 271) (10 825) (5793) (3 316)
- (2 826) - (157)
(155) 44712 (1181) (239)
(4 396) (31 318) (3 446) 8 137
9359 (577) 9584 (966)
302 1750 871 1299
1 866 - (2 065) -
14 317 18 848 9427 21585
4662 3080 4662 3080
3642 4 600 3642 4 600
8 304 7 680 8 304 7 680
6994 4900 6 994 4900
6 994 4900 6 994 4900
2998 1210 2892 1 066
6 823 3705 5123 3273
2 444 1571 - 1571
12 265 6 486 8 015 5910
7 82 - 70
- 8 - -
7 90 - 70
- 1 - -
7 89 - 70
7 81 - 70
- 8 - -
7 89 - 70

The University leases plant and equipment under finance leases expiring from one to five years. At the end of the lease term the

University has the option to purchase the equipment.
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Contingent Liabilities

@

(b)

(©)

(d)

(e)

Guarantees
The University in 1997 provided a $4.4 million guarantee and an indemnity to the Bank of South Australia to support a
loan made to Frome Street Carpark Developments Pty Ltd. The guarantee is for a 10 year period.

The University in 1997 provided a $120 000 guarantee to the Commonwealth Government, Department of Health and
Aged Care, for an interest free 20 year loan of $126 000 to be used for the construction of the Observatory Child Care
Centre.

The University of Adelaide Superannuation Scheme A 1985 (Scheme A 1985)

The University has guaranteed that members of this superannuation scheme will receive defined benefits in the event
that this closed scheme has insufficient assets to meet the benefits. Actuarial advice in 1998 states that there are
sufficient assets available - refer Note 21(d).

Insurance Claims

ARI Pty Ltd was named co-defendant in an action for loss and damages with respect to the Hindmarsh Island Bridge.
The total claim is approximately $20 million ($20 million). The claim relates to alleged negligence in the employment of a
consultant who assisted in making submissions to the Minister for Aboriginal Affairs. During the course of the year,
judgement was made in favour of the co-defendants. This decision is currently being appealed by the litigator.

Litigation

In the ordinary course of its operations, the University and its controlled entities become involved in legal disputes. At the
date of adoption of these accounts, some matters remained outstanding. On legal advice, the University is of the opinion
that no material losses are likely to arise. The University or its controlled entities will make a provision where a material
loss is identified. No such provision is contained in the University’s accounts.

Taxation claim involving R&D Syndicate

In August 2000 Luminis was notified by the Australian Taxation Office that the Trust may be assessable to income tax in
respect of certain income arising from the Transgenic Syndicated R&D Project in the 1991-92 and following years. The
ATO claimed that, on the information available to it, ARl had not distributed that income to the beneficiary Adelaide
University. ARI has contested the ATO's view, and its legal advice strongly supports ARI's position that ARI is not
properly liable for any tax. No assessment had been issued prior to the adoption of these accounts.

In addition to this claim, the company has received notification from the sponsor of the R&D Syndication that in the event
that their defence of a claim placed upon them by the Australian Taxation Office is unsuccessful, they will make a counter
claim for the 2 967 000 BresaGen shares issued to ARI Investment Trust arising from the R&D syndication.

Events Subsequent to Balance Date
There were no events which took place subsequent to balance date so as to have a material impact on the operating results or
Statement of Financial Position of the University or the Consolidated Entity.

Superannuation Schemes

(@)

(b)

The University contributes to a range of superannuation schemes, which are divided into the following categories:
0] Those operative and open to membership:

. UniSuper Defined Benefit Plan or Investment Choice Plan - formerly Superannuation Scheme for
Australian Universities (SSAU)
. UniSuper Award Plus Plan - formerly Tertiary Education Superannuation Scheme (TESS).
(i) Those operative but closed to future membership:
. The University of Adelaide Superannuation Scheme A 1985 (Scheme A 1985).
(iii) State Government Schemes closed to future membership by University employees:
. State Pension Scheme;
. State Lump Sum Scheme.

UniSuper Defined Benefit Plan or Investment Choice Plan — Formerly Superannuation Scheme for Australian
Universities (SSAU)

From 1984 the University became a participating institution in the Superannuation Scheme for Australian Universities
(SSAU). The Scheme is administered by UniSuper Management Pty Ltd and UniSuper Pty Ltd is the trustee. As at
1 July 1998, the rules governing the Fund were amended to allow employees the option to remain within the defined
benefits arrangement or convert to an accumulation fund. The employer contribution rate throughout 2001 was
14 percent of salaries. The employee contribution rate throughout 2001 was 7 percent of their gross salaries. The
Defined Benefits Scheme is fully funded.

An actuarial assessment, as at 31 December 1999, was completed on 18 May 2000. The assessment was carried out by
Mr G Harslett (FIA, FIAA) of Towers Perrin. The actuary concluded that the assets of the Fund were sufficient to meet all
benefits payable in the event of the Fund’s termination, or the voluntary or compulsory termination of employment of each
employee of the University.

On 1 October 2000, SSAU merged with TESS to form UniSuper. The Scheme is known as UniSuper Defined Benefit
Plan or UniSuper Investment Choice Plan depending on employee’s choice.
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(b)

(©)

(d)

(€)

UniSuper Defined Benefit Plan or Investment Choice Plan — Formerly Superannuation Scheme for Australian
Universities (SSAU) (continued)

As at 31 December 2001, vested and accrued benefits of staff members who are in the Defined Benefits Plan were
valued at the greater of the present value of expected future payment of benefits or the vested benefit as follows:

@) Estimated vested and accrued benefits at 30 June 2001 - $172.0 million (unaudited) ($163.6 million audited).

(i) Estimated net market value of assets for current members at 30 June 2001, available to pay the
superannuation liabilities of the University of Adelaide members was $189.8 million (unaudited) ($178.7 million
audited).

(iii) The difference between the estimated net market value of assets and accrued benefits at 30 June 2001

apportioned to the University of Adelaide was $17.8 million (unaudited) ($15.0 million audited).

UniSuper Award Plus Plan — Formerly Tertiary Education Superannuation Scheme

The University is a participating institution in the Tertiary Education Superannuation Scheme (TESS), a non-contributory
scheme for University employees. The Fund is administered by UniSuper Management Pty Ltd and TESS
Superannuation Ltd is the trustee. The employer contribution rate throughout 2001 was 3 percent of salaries for
members of other superannuation schemes, and 8 percent for staff not covered by other schemes.

On 1 October 2000, TESS merged with SSAU to form UniSuper. TESS will now be known as UniSuper Award Plus Plan.

The University of Adelaide Superannuation Scheme A 1985

The University of Adelaide Superannuation Scheme A 1985 (Scheme) provides superannuation benefits for employees
who have not transferred to UniSuper. The Scheme is administered by William M Mercer Pty Ltd. The trustee is the
University of Adelaide Superannuation Scheme A 1985 Inc. The Scheme is governed by a separate trust deed and the
general laws relating to trusts and superannuation. The Scheme provides a defined benefit, (or accumulated member
contributions multiplied by a factor of 2.5, if this amount is greater) and is fully funded.

No employer contribution was made in 2001. Actuarial advice is that there are sufficient assets in the Scheme to meet
expected future liabilities of remaining members, and that no contributions from the University are required over the
foreseeable future.

As at 30 June 2001, accrued benefits as determined by the actuary, William M Mercer Pty Ltd, and together with the
vested benefits are reported as follows:

0] Accrued benefits at 30 June 2001 - $9.5 million ($9.5 million).
(i) Vested benefits at 30 June 2001 - $10.3 million ($10 million).
(iii) Estimated net market value of the assets of the Scheme available to pay benefits as at 30 June 2001 was

$12.2 million ($12.8 million).

(iv) The difference between accrued benefits and the net market value of assets as at 30 June 2001 was
$2.7 million ($3.3 million).

State Government Superannuation Schemes

In 1991 employees of the City Campus of the South Australian College of Advanced Education and the Roseworthy
Agricultural College were transferred to the University. Their terms of appointment to the University protected their
membership of the State Pension Scheme and State Lump Sum Scheme. The Schemes are administered by the
Superannuation Board of South Australia. The Schemes provide defined benefits and are mainly unfunded. The only
employer contributions made in 2001 were 3 percent of salaries, and remaining benefits are met on an emerging cost
basis.

The South Australian Department of Treasury and Finance estimates that as at 31 December 2001 there is an unfunded
liability of $33.7 million ($31.9 million). This represents an increase in liability of $1.8 million since 31 December 2000.
This is recognised as expenditure in the 2001 Statement of Financial Performance, with a corresponding adjustment to
revenue.

The Commonwealth Government has agreed to provide assistance under section 20 of the Higher Education Funding
Act 1988 to meet the additional costs in respect of State Government emerging cost schemes where costs are in excess
of funding provided for this purpose in the base operating grant, (ie 14 percent of salaries). Under the Commonwealth
legislation titled State Grants (General Purposes) Amendment Act 1982, the method of payment of these costs by the
Commonwealth to the State Governments was promulgated. Further, the accounting methodology employed in these
accounts is in accordance with ‘Guidelines for the Preparation of Annual Financial Reports for the 2001 Reporting Period
by Australian Higher Education Institutions’ provided by DEST. The accounting treatment employed is also consistent
with the approach taken by other Australian universities. Accordingly, total assets of $33.7 million have been recorded
as a ‘Deferred government superannuation contribution’ which offsets the current and non-current liability for the State
Government Superannuation Schemes recorded as ‘Deferred Employee Superannuation Benefits’.
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Summary Consolidated University
2001 2000 2001 2000
Deferred Government Superannuation Contribution: $'000 $'000 $'000 $'000
Non-current asset 33700 31900 33700 31900

Deferred Employee Superannuation Benefits:

Current liability 2 400 2 100 2 400 2100
Non-current liability 31 300 29 800 31 300 29 800
33700 31900 33700 31900

The total employer contributions remitted by the University were:

Superannuation Scheme for Australian Universities (SSAU) 14 961 12 675 14 961 12 675
Tertiary Education Superannuation Scheme (TESS) 6 600 5367 6 600 5367
State Superannuation Schemes (3 percent) 63 62 63 62

21 624 18 104 21 624 18 104

Segment Information
The University predominately operates in the field of higher education in Australia. Its primary activities are teaching and research.
Income generated overseas from teaching and research activities are not significant so as to warrant segmentation reporting.

Auditors’ Remuneration Consolidated University
2001 2000 2001 2000
Amounts paid or payable were: $'000 $'000 $'000 $'000
South Australian Auditor-General 160 161 160 161
Other auditors of controlled entities 74 133 - -
234 294 160 161
Other - - - 42
234 294 160 203

Remuneration for University Senior Management University
2001 2000
$'000 $'000
Amounts paid or payable to University Senior Management 4081 2390
Number Number
$100 000 - $109 999 - 1
$130 000 - $139 999 - 1
$140 000 - $149 999 - 1
$150 000 - $159 999 2 2
$160 000 - $169 999 1 1
$170 000 - $179 999 2 1
$180 000 - $189 999 1 1
$200 000 - $209 999 - 2
$210 000 - $219 999 1 1
$220 000 - $229 999 3 -
$300 000 - $309 999 1 -

$540 000 - $549 999 -
$1 600 000 - $1 609 999 1

12 12

Remuneration is based upon the total remuneration package which includes employer and employee (pre-tax) superannuation
contributions and termination payments, due and receivable, by senior managers from the University. Certain senior managers
were employed for part of the year.

The Vice-Chancellor and other senior managers derive board fees for services rendered to organisations outside of the University
which they pay or direct as income to the University.

Additional Financial Instruments Disclosure

(a) Interest Rate Risk
The Consolidated Entity has placed its investments in a portfolio managed by independent investment managers. The
fund managers enter into interest rate swaps, futures contracts, interest rate options and other forms of agreements to
manage cash flow risks associated with the interest rates on investments that are floating, or to alter interest rate
exposures arising from mismatches in repricing dates between assets and liabilities.
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25. Additional Financial Instruments Disclosure (continued)
2001

Floating Non-

Interest 1 year Over1to  More than Interest
Rate or less 5 years 5 years Bearing Total
Financial Assets: Note $'000 $'000 $'000 $'000 $'000 $'000
Cash 14181 - - - - 14 181
Receivables 7 - - - - 17 595 17 595
Investments 8 15 815 37411 - 6 154 54 475 113 855
29 996 37411 - 6 154 72 070 145 631

Weighted average interest rate (percent) 3.35 4.20 - 11.99 -

Financial Liabilities:

Trade creditors 12 - - - - 16 782 16 782
Borrowings 13 - 20 038 - - 3837 23 875
- 20 038 - - 20619 40 657

Weighted average interest rate (percent) - 8.55 - - -

2000

Floating Non-

Interest 1 year Over1to  More than Interest
Rate or less 5 years 5 years Bearing Total
Financial Assets: $'000 $'000 $'000 $'000 $'000 $'000
Cash 14 405 - - - - 14 405
Receivables 7 - - - - 12 324 12 324
Investments 8 20 402 46 692 - 3778 46 526 117 398
34 807 46 692 - 3778 58 850 144 127

Weighted average interest rate (percent) 5.43 6.07 - 5.85 -

Financial Liabilities:

Trade creditors 12 - - - - 21178 21178
Borrowings 13 - 2863 17 175 - 1982 22 020
- 2863 17 175 - 23 160 43198

Weighted average interest rate (percent) - 10.20 10.42 - -

(b)

(©

(d)

Foreign Exchange Risk

The Consolidated Entity has placed its investments in a portfolio managed by independent investment managers. The
fund managers enter into forward foreign currency exchange contracts to hedge overseas share trading and foreign
currency cash exposures. The terms of the hedge contracts are usually less than three months.

Credit Risk Exposure

Credit risk represents the loss that would be recognised if counterparties failed to perform as contracted.

0] On-Statement of Financial Position Financial Instruments
The credit risk on financial assets, excluding investments of the Consolidated Entity which have been
recognised in the Statement of Financial Position is the carrying amount, net of any provisions for doubtful
debts.

The Consolidated Entity’s financial assets and liabilities are not materially exposed to any individual overseas
country or individual customer.

(i) Off-Statement of Financial Position Financial Instruments
The reporting entity and its controlled entities do not possess or trade any Off-Statement of Financial Position
Financial Instruments.

Net Fair Values of Financial Assets and Liabilities

Net fair values of financial assets and liabilities are determined by the Consolidated Entity on the following basis:

@) On-Statement of Financial Position Financial Instruments
The Consolidated Entity has placed its investments in a portfolio managed by independent investment
managers. Listed shares and equities included within these investments are traded in an organised financial
market by the fund managers. The Consolidated Entity values these investments at current market value.

Monetary financial assets and financial liabilities not readily traded in an organised financial market are
determined by valuing them at amounts due from customers (reduced for expected credit losses) or due to
suppliers.

The carrying amount of bank term deposits, accounts receivable, accounts payable and bank loans
approximate net fair value.

The net fair value of investments in unlisted shares in other corporations is determined by reference to
underlying net assets of the respective corporations.

(i) Off-Statement of Financial Position Financial Instruments

The reporting entity and its controlled entities do not possess or trade any Off-Statement of Financial Position
Financial Instruments.
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26. Investment in Controlled Entities Investment at Investment Contribution to
Fair Value at Cost Operating Result
Controlled entities and contribution to operating 2001 2000 2001 2000 2001 2000
result before elimination of consolidation items $'000 $'000 $'000 $'000 $'000 $'000
Controlled Entity:
ARI Investment Trust 21 228 2898 2898 2898 (1 669) (399)
Lubims Pty Ltd 789 - - - 112 79
Martindale Holdings Pty Ltd as trustee for:
JS Davies Estate 11 663 - - - 1331 972
JAT Mortlock Trust 11718 - - - 861 306
45 398 2 898 2898 2898 635 958
JS Davies Estate
The University holds an interest of 5/6th in a joint venture named JS Davies Estate, the principal activity of which is farming. This
venture is managed by Martindale Holdings Pty Ltd and is included in consolidated figures for the group. The remaining 1/6th is
recognised as an outside equity interest.
Fair Value of Investments in Controlled Entities
The investment in controlled entities has been reported at fair value using the net asset basis. Refer Note 3(j).
27. Investments in Associates Consolidated Investment
(@) Equity and Contribution to Results Carrying Amount At Cost
Holding 2001 2000 2001 2000
Associate Entity Principal Activity Percent $'000 $'000 $'000 $'000
Held by the University of Adelaide
AITEC Pty Ltd Provides advanced information
technology courses 25.0 55 140 - -
Unisure Pty Ltd Responsible for processing of
Tertiary Institution Workers
Compensation Insurance 33.3 - - - -
Ngee Ann Adelaide Operates a graduate education
Education Centre Pte Ltd centre in Singapore 50.0 278 22 298 197
333 162 298 197
(b) Movements in Carrying Amounts of Investments In Associates
At beginning of financial year 162 289 - -
Share of operating profits (losses) 171 (127) - -
333 162 - -
(c) Results Attributed to Associates
Operating profits (losses) 171 (127) - -
Retained profits attributable to associates at start of financial year 162 289 - -
Retained profits attributable to associates at the end of financial year 333 162 - -
(d) Accounting for Associates
@ Capital and Other Expenditure Commitments
There are no material capital expenditure commitments relating to associated entities.
(i) Contingent Liabilities
There are no material contingent liabilities relating to associated entities.
(iii) After Balance Date Events
There are no material after balance date events to report for associated entities.
(iv) Assets, Revenue and Expenditure
Since the above activities do not materially effect the University group figures, assets, revenue and expenditure
have been reported as net amounts.
(v) Off-Statement of Financial Position Financial Instruments
Neither the reporting entity, nor any of its associated entities, have any Off-Statement of Financial Position
Financial Instruments.
28. Interests in Joint Ventures
€) Groups

The University participates in a number of joint ventures. None of these operations are material to the University and
there is no separate disclosure for 2001 in accordance with Australian Accounting Standard AAS 19 ‘Accounting for
Interests in Joint Ventures’. For reporting purposes these have been segregated into two groups as follows - refer
accounting policy 3(j).

@

Cooperative Research Centres
The University participated in a number of Cooperative Research Centres (CRCs) during 2001. These Centres
have the characteristics of joint ventures and have been reported as such.

A CRC is a research initiative of the Australian Government established to pursue specific areas of research.
One of the desired outcomes of a CRC is the creation of specific intellectual property with commercial value.
The participants in a CRC are an amalgam of research institutions, eg CSIRO, universities and private
enterprise. Direct participants in these schemes are vested with joint venture interest. The funding of the CRC
is co-ordinated through a Centre Agent who is appointed generally from one of the participating entities.
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(b)

()

(d)

0] Cooperative Research Centres (continued)
Funding transfers between the CRC and the University are accounted for as general revenue and expenditure
with the overall impact for the period being revenue neutral. Consequently, they are reported as part of the
University’s activity. At this stage, with the exception of GroPep Ltd (see below), there has been no intellectual
property yet developed which is considered to have commercial value in either the ongoing or completed
CRCs. Consequently at balance date, no value was ascribed to the intellectual property of the CRCs.
One successful example of a CRC achieving commercial value for the intellectual property created is
GroPep Ltd, a company listed on the Australian Stock Exchange and one in which the University holds a
significant interest. Refer Note 29.
Participation
Percent
Australian Petroleum CRC ) ©) 13
CRC for Welded Structures (0] ©) 7
CRC for Molecular Plant Breeding ) - 17
CRC for Clean Power from Lignite ) ©) 10
CRC for Sensor Signal and Information Processing ) - 16
CRC for Tissue Growth and Repair ) ©) 16
CRC for Viticulture ((9)] (©) 18
CRC for Water Quality and Treatment ) ©) 6
CRC for Weed Management Systems ((9)] (©) 7
CRC for Biological Control of Pest Animals ) ©) 8
CRC for Cattle & Beef Quality ) ©) -
CRC for Smart Internet Technology ) - 5
CRC for Plant Dryland Salinity ((9)] - -
CRC for Landscape Environment and Mineral Exploration ) ©) 4
The University is a supporting participant (but not a signatory) for the CRC for Cattle and Beef Quality.
The University over the next seven years will make both cash and in-kind contributions to support the work of the
CRC's. The University has committed to participate in the work of these CRC's, with contributions in constant dollars,
of $3.7 million in cash and $34.2 million in kind.
(i) Other Unincorporated Joint Ventures
Name Principal Activity Participation Percent
South Australian Regional  To provide high speed microwave networks to link areas
Network Organisation of research concentration in South Australia
(SAARDNEet) ((9)] 20
Middleback Field Centre To provide pastoral-zone courses and range land ecology
research programmes ) 33
National Course in General To develop and deliver tertiary courses in general arbitration
Arbitration & Dispute and alternative dispute resolution.
Resolution ) 50
South Australian Centre for To obtain quality research regarding regional economic
Economic Studies development with particular application to South Australia ) 50
South Australian Tertiary Established as the agent for tertiary institutions in
Admissions Centre Adelaide for the purpose of receiving and processing
applications from intending students V) 25
()  Incorporated ) Unincorporated ©) CSIRO is a partner
The Consolidated Entity’s reported interest in the assets employed in the joint ventures total $248 000
(%202 000). These are included in the consolidated Statement of Financial Position, in accordance with the
accounting policy described in Note 3.
Equity and Contribution to Results Consolidated
Joint Venture Entity Carrying Amount Investment at Cost
Held by The University of Adelaide: Holding 2001 2000 2001 2000
National Course in General Arbitration & Percent $'000 $'000 $'000 $'000
Dispute Resolution 50 4 - 65 65
Middleback Field Centre 33 23 18 - -
South Australian Regional Network Organisation 20 5 34 85 85
South Australia Centre for Economic Studies 50 27 - - -
South Australian Tertiary Admissions Centre 25 189 150 - -
248 202 150 150
Movements in Carrying Amounts of Joint Ventures:
At beginning of financial year 202 140 - -
Share of operating profits (losses) 46 62 - -
248 202 - -
Results Attributed to Joint Ventures:
Operating profits (losses) 46 62 - -
Retained profits attributable at start of financial year 202 140 - -
Retained profits attributable at end of financial year 248 202 - -

134




University of Adelaide

(e) Accounting for Joint Ventures
0] Capital and Other Expenditure Commitments
There are no material capital expenditure commitments relating to joint ventures.

(i) Contingent Liabilities
There are no known material contingent liabilities relating to joint ventures.

(iii) After Balance Date Events
There are no material after balance date events to report for joint ventures.

(iv) Assets, Revenue and Expenditure
Since the above activities do not materially effect the University group figures, assets, revenue and expenditure
have been reported as net amounts.

(v) Off-Statement of Financial Position Financial Instruments
Neither the reporting entity, nor any of its joint ventures, have any Off-Statement of Financial Position Financial
Instruments.
29. Other Investments

The University holds investments in the following business undertakings:

Entity Consolidated University
2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
Investments at Cost 103 5199 103 5103
Investments at Council Valuation 2001: 3()
Other 1691 264 787 -
Held by ARI Investment Trust at Council valuation: 3(3)
BresaGen Ltd - Biotechnology research 7670 7934 - -
GroPep Ltd - Biotechnology research 12 830 638 - -
20 500 8572 - -
22 294 14 035 890 5103
30. Related Party Transactions
@) Councillor Related Transactions

Certain Councillors are members of incorporated and unincorporated associations that are an integral part of the
University. Transactions between these bodies, the University and Council members, in respect of services provided to
Council members are trivial and domestic in nature.

Mr Brian Croser, AO, is a director of Petaluma Ltd. One of the subsidiary’s of this group transacts business on normal
commercial trading terms with JAT Mortlock Trust through Martindale Holdings Pty Ltd as trustee.

Mr NR Adler, AO, is Chairman and director of board of The Australian Trade Commission (Austrade), which provides on
normal commercial terms to the University, various marketing services, primarily in the area of international students.

Dr H Reid, OAM, is a Board member of St Mark’s College Incorporated. The University has advanced a loan to St Mark’s
College at an interest rate calculated as the CPI for the previous year plus 1 percent.

(b) CSIRO
The University leases land at peppercorn rents to the CSIRO. On this land the CSIRO has erected or leased buildings.
These buildings become property of the University at the termination of the lease.

The University and the CSIRO are partners in a number of Cooperative Research Centres - Refer to Note 28.

(©) Fees Paid To Members of Council
No remuneration was paid to any members of Council, or its standing committees for the financial year. Some members
of Council are employees of the University and as such receive remuneration in the course of their employment with the
University.

(d) Students at Adelaide University
From time to time, Council members will have members of their immediate family who are students at the University.
Unless specifically stated within the accounts, such students are subject to the normal fee structure as any other
students. This also applies to members of Council who are enrolled as students.

The following information being Note 31 to Note 37 has been prepared in accordance with the DEST reporting guidelines.
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31.

Operating Statement for the year ended 31 December 2001

OPERATING REVENUE:

Note
Commonwealth Government grants 32
Higher Education Contribution Scheme (HECS) 33
State Government grants 35

Other research grants and contracts

Scholarships and prizes 5
Donations and bequests 5
Investment income 5
Fees and charges 36
Other revenue

Deferred government contributions for superannuation 21(e)

Total Operating Revenue from Ordinary Activities

OPERATING EXPENSES: 37

32.

Academic activities

Library

Other academic support services

Student services

Public services

Buildings and grounds

Administration and other general institutional services

Deferred employee benefits for superannuation 21(e)

Total Operating Expenses from Ordinary Activities

Operating Result and Extraordinary ltems

Commonwealth Government Grants Received
@) Grants received pursuant to the Higher Education
Funding Act 1988, excluding HECS:
Operating purposes (excluding HECS)
Teaching Hospitals
Large Research
Strategic Partnerships with Industry
Research Fellowships
International Researcher Exchange
Research Centres
Research Infrastructure Equipment and Facilities
Small Research
Infrastructure Block
Australian Postgraduate Awards
International Postgraduate Research Scholarships
Key Centres

(b) Other Commonwealth Government Grants received:
Attorney-General’'s Department
Australian Biological Resources Study
Australia Council
Australia Telescope National Facility
Australian Centre for International Agricultural Research
Australian Institute of Health and Welfare
Australian Nuclear Science and Technology Organisation
Australian Synchrotron Research Program
Australia Wine Research Institute
Australian Wool Research and Promotion Organisation
AusAid
Centrelink
CSIRO
Defence, Science and Technology Organisation
Department of Agriculture, Fisheries and Forestry
Department of Communications and the Arts
Department of Education, Training and Youth Affairs
Department of Environment and Heritage
Department of Foreign Affairs and Trade
Department of Health and Aged Care
Department of Industry, Science and Resources
Department of Primary Industries and Energy
Department of Veterans Affairs
Environment Australia
Horticulture Australia Limited
Other

Total Commonwealth Government Grants excluding HECS
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Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
160 118 153 976 160 118 153 976
39163 36 360 39 163 36 360
11720 6 849 11 500 6 639
9 837 9230 9 837 8 922
998 1237 998 1237
5533 2 055 5533 2755
3623 6 378 3612 6 243
45 869 42 403 42 793 40 227
46 841 50 717 21942 20 142
1800 (2 600) 1800 (2 600)
325 502 306 605 297 296 273 901
176 081 161 676 176 081 161 676
16 183 14 234 16 183 14 234
24 019 21348 24019 21348
21217 21702 21217 21702
2197 2105 2197 2105
20192 18 736 20192 18 632
69 280 66 649 41972 35082
1800 (2 600) 1800 (2 600)
330969 303 850 303 661 272 179
(5 467) 2755 (6 365) 1722

University
2001 2000
$'000 $'000
104 151 100911
518 506
5221 5975
1583 1795
1889 1927
291 218
1675 2753
2218 1938
1553 1714
5778 5453
3972 3677
943 949
- 175
129 792 127 991
- 13
57 -
- 8
13 -
459 -
269 -
- 6
13 -
11 -
23 45
10 -
7 4
175 214
111 170
9 389 9231
- 45
172 439
- 189
- 510
18 821 14533
376 376
49 116
- 86
48 -
252 -
71 -
30 326 25 985
160 118 153 976




33.

34.

Acquittal of Commonwealth Government Grants - Teaching and Learning
Amounts received and expended pursuant to the Higher Education Funding Act 1988:

University of Adelaide

Parent Entity (University) Only

Operating Financial

Assistance Teaching
Teaching and Learning Excluding HECS HECS Hospitals
2001 2000 2001 2000 2001 2000
$'000 $'000 $'000 $'000 $'000 $'000
Grants in advance (received in the previous
reporting period) - 8 030 - 2 486 - 40
Add: Grants received during reporting period 109 151 102 850 33100 30 897 518 507
Add: Contributions actually received from students - - 6 063 5571 - -
Less: Grants in advance (received in the reporting
period for the next reporting period) 5000 9969 - 2594 - 41
Accrual adjustments - - - - - -
Revenue attributed to the
reporting period 104 151 100 911 39 163 36 360 518 506
Add: Surplus prior year 1260 987 - - - 497
Funds available for the reporting period 105 411 101 898 39 163 36 360 518 1003
Less: Expenses for current period 105 411 100 638 39 163 36 360 518 1003
Surplus for reporting period - 1260 - - - -
Acquittal of Commonwealth Government Grants - Research
Amounts received and expended pursuant to the Higher Education Funding Act 1988:
Parent Entity (University) Only
Strategic International
Partnerships Research Researcher
Australian Research Council Large Research with Industry Fellowships Exchange
2001 2000 2001 2000 2001 2000 2001 2000
$'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
Grants in advance (received
in the previous reporting period) - 340 - 101 - 139 - -
Add: Grants received
during reporting period 5221 5635 1583 1694 1889 1788 291 218
Less: Grants in advance
(received in the reporting period
for the next reporting period) - - - - - - - -
Accrual adjustments - - - - - - - -
Revenue attributed to
the reporting period 5221 5975 1583 1795 1889 1927 291 218
Add: Surplus prior year 1542 1895 784 361 157 205 63 -
Funds available for
the current period 6 763 7 870 2 367 2 156 2 046 2132 354 218
Less: Expenses for
current period 5284 6 328 1592 1372 1717 1975 182 155
Surplus for reporting
period 1479 1542 775 784 329 157 172 63
Parent Entity (University) Only
Research Research Infrastructure Special Research
Australian Research Council Centres Equipment & Facilities Initiatives
2001 2000 2001 2000 2001 2000
$'000 $'000 $'000 $'000 $'000 $'000
Grants in advance (received
in the previous reporting period) - 50 - - - -
Add: Grants received
during reporting period 1675 2703 2218 1938 - -
Less: Grants in advance
(received in the reporting period
for the next reporting period) - - - - - -
Accrual adjustments - - - - - -
Revenue attributed to the
reporting period 1675 2753 2218 1938 - -
Add: Surplus prior year 1512 - 403 4 - 2
Funds available for
the current period 3187 2753 2621 1942 - 2
Less: Expenses for
current period 2 140 1241 1318 1539 - 2
Surplus for reporting
period 1047 1512 1303 403 - -
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34.

35.

36.

Acquittal of Commonwealth Government Grants - Research (continued)

Parent Entity (University) Only

Australian Postgraduate

International
Postgraduate Research

DEST Research Grants Small Research Infrastructure Block Awards Scholarships
2001 2000 2001 2000 2001 2000 2001 2000
Grants in advance (received $'000 $'000 $'000 $'000 $'000 $'000 $'000 $'000
in the previous reporting period) - - - - - - -
Add: Grants received
during reporting period 1553 1849 5778 5900 3972 3677 943 949
Less: Grants in advance
(received in the reporting period
for the next reporting period) - 135 - 447 - - - -
Accrual adjustments - - - - - - - -
Revenue attributed to the
reporting period 1553 1714 5778 5453 3972 3677 943 949
Add: Surplus prior year 910 718 - 703 - 156 - -
Funds available for
the current period 2 463 2432 5778 6 156 3972 3833 943 949
Less: Expenses for
current period 1748 1522 5 589 6 156 3972 3833 908 949
Surplus for reporting period 715 910 189 - - 35 -
State Government Grants Consolidated University
(@ South Australian Government, State Government Grants 2001 2000 2001 2000
Note $'000 $'000 $'000 $'000
Arts SA 89 91 89 91
Central Yorke Peninsula Hospital - 9 - 9
Coast Protection Board 20 - 20 -
Department for Employment, Training and Further Education 164 173 164 173
Department for Environment, Heritage and Aboriginal Affairs 166 423 166 423
Department of Human Services 1162 517 1162 517
Department of Industry and Trade 303 61 303 61
Department of the Premier and Cabinet 35 - 35 -
Department of Primary Industries and Resources (PIRSA) 1068 1048 1068 1048
Department of Treasury and Finance 3300 110 3300 110
Department of Water Resources 304 - 304 -
Drug and Alcohol Services Council - 66 - 66
Institute of Medical and Veterinary Science 139 112 139 112
Mt Lofty Catchment Program 10 - 10 -
North Western Adelaide Mental Health Services 104 33 104 33
Northern Adelaide and Barossa Catchment Water Management Board - 22 - 22
Patawalonga Catchment Water Management Board 6 1 6 1
Planning SA - 38 - 38
Police Department SA 150 149 150 149
Port Pirie Regional Health Service 123 - 123 -
Royal Adelaide Hospital 1139 883 1139 883
SAICORP 20 - 20 -
SA Centre for Rural Health 20 - 20 -
SA Dental Service 171 108 171 108
SA Housing Trust 8 20 8 20
SA Museum 5 - 5 -
SA Rural and Remote Medical Support Agency 18 - 18 -
SA Water - 34 - 34
South Australian Research and Development Institute 294 134 294 134
South Australian State Energy Research Advisory Committee 25 - 25 -
Southern Yorke Peninsula Health Service - 103 - 103
SYP Health Commission 220 210 - -
The Queen Elizabeth Hospital/North Western Adelaide Health Service 1748 2092 1748 2092
Transport SA 30 20 30 20
Women'’s and Children’s Hospital 497 323 497 323
WorkCover Corporation 27 14 27 14
Other 208 29 208 29
11573 6 823 11 353 6613
(b) Other State Government Grants 147 26 147 26
Total State Government Grants 11 720 6 849 11 500 6 639
Fees and Charges
Fees and charges were collected from the following sources
during the reporting period:
Student fee income 5 30 347 28 100 30 347 28 100
Library charges and fines 1299 1034 1299 1034
Application management and late fees 561 248 561 248
Parking fees 818 845 818 845
Rental charges and accommodation fees 3347 3098 3347 3098
Recharge of costs to other organisations 2157 2994 2157 2994
Other 7 340 6 084 4264 3908
Total Fees and Charges 45 869 42 403 42 793 40 227
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37. Expenses Attributed to Functions

Academic Activities:

Library:

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Plant, equipment and motor vehicles
Buildings
Other expenses

Total Academic Activities

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Library
Plant, equipment and motor vehicles
Buildings
Other expenses

Total Library

Other Academic Support Services:

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Plant, equipment and motor vehicles
Buildings
Other expenses

Total Other Academic Support Services

Student Services:

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Plant, equipment and motor vehicles
Buildings
Other expenses

Total Student Services

Public Services:

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation expense:
Plant, equipment and motor vehicles
Buildings
Other expenses

Total Public Services

Buildings and Grounds:

Academic staff salaries

Academic staff salary related expenses

Non-academic staff salaries

Non-academic staff salary related expenses

Depreciation and amortisation expense:
Plant, equipment and motor vehicles
Buildings and leasehold improvements

Other expenses

Total Buildings and Grounds

Administration and Other General Institutional Services:

Academic staff salaries

Academic staff salary related expenses

Non-academic staff salaries

Non-academic staff salary related expenses

Depreciation and amortisation expense:
Plant, equipment and motor vehicles
Buildings

Software and system development costs

Other expenses

Total Administration and Other General Institutional Services
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Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
70 869 65 396 70 869 65 396
17 996 15435 17 996 15 435
28 290 26 850 28 290 26 850
8 842 9 637 8 842 9 637
2853 3352 2853 3352
22 - 22 -
47 209 41 006 47 209 41 006
176 081 161 676 176 081 161 676
4913 4711 4913 4711
1763 1703 1763 1703
5946 5814 5946 5814
748 54 748 54
2813 1952 2813 1952
16 183 14 234 16 183 14 234
1363 906 1363 906
326 242 326 242
8771 7 338 8771 7 338
2764 2242 2764 2242
392 444 392 444
10 403 10 176 10 403 10176
24 019 21348 24019 21 348
645 668 645 668
140 124 140 124
2671 2 550 2671 2550
851 815 851 815
10 10 10 10
16 900 17 535 16 900 17 535
21217 21702 21 217 21702
239 207 239 207
30 26 30 26
975 840 975 840
262 224 262 224
13 24 13 24
678 784 678 784
2197 2105 2197 2105
1417 1949 1417 1949
338 526 338 526
71 87 71 87
3774 3869 3775 3694
14 592 12 305 14 591 12 376
20 192 18 736 20192 18 632
2077 610 2077 610
225 298 225 298
18 395 16 668 11 478 11176
4944 5 449 4628 4003
1261 1546 664 775
144 - 13 -
2918 1939 2918 1852
39 316 40 139 19 969 16 368
69 280 66 649 41972 35082
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37. Expenses Attributed to Functions (continued)

Total:

Academic staff salaries
Academic staff salary related expenses
Non-academic staff salaries
Non-academic staff salary related expenses
Depreciation and amortisation expense:
Plant, equipment and motor vehicles
Buildings and leasehold improvements
Library
Software and system development costs

Other expenses

Deferred employee benefit for superannuation
Total Expenses
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Consolidated University

2001 2000 2001 2000
$'000 $'000 $'000 $'000
75193 67 787 75193 67 787
18 717 16 125 18 717 16 125
65 432 60 906 58 515 55414
19 764 20 596 19 448 19 150
5348 5517 4751 4746
3940 3869 3810 3694
5946 5814 5946 5814
2918 1939 2918 1852
18 152 17 139 17 425 16 106
131 911 123 897 112 563 100 197
329 169 306 450 301 861 274779
1800 (2 600) 1800 (2 600)
330 969 303 850 303 661 272179




UNIVERSITY OF SOUTH AUSTRALIA

FUNCTIONAL RESPONSIBILITY

The University of South Australia was established pursuant to the University of South Australia Act 1990. The
mission of the University is to advance, disseminate and preserve knowledge through the provision of a teaching,
learning and research environment which fosters excellence in scholarship, innovation, and social responsibility.

The University operated from six campuses during 2001: City East, City West, Magill, Mawson Lakes, Underdale
and Whyalla.

During 2001, the following entities were controlled by the University:

. ITEK Pty Ltd — The University established ITEK Pty Ltd as trustee for ITEK Trust and GTA Trust which
provide University business incubation and technology commercialisation services.

. University of South Australia Foundation Incorporated — The main purposes of the Foundation are to
generate interest in the University and to attract broadly based levels of philanthropic support for the
benefit of the University.

SIGNIFICANT FEATURES

Consolidated operations for the year resulted in an surplus from ordinary activities of $6.9 million ($2.4 million in
2000).

Income from fee paying overseas students totalled $37.9 million, an increase of $9 million from the previous year
total of $28.9 million.

AUDIT MANDATE AND COVERAGE

Audit Authority

Section 19 of the University of South Australia Act 1990 provides for the Auditor-General to audit the accounts of
the University in respect of each year of operation.

Scope of Audit

The audit program covered all major financial systems and was directed primarily towards obtaining sufficient
evidence to enable an audit opinion to be formed with respect to the Financial Statements and internal control.

The scope of the audit for 2001 included:

. strategic planning
. budgetary control
. payroll

. expenditure

. fixed assets

. revenue

. procurement.

In addition, Audit conducted a review of certain computer processing environments of the University which
included review of the University’s remote access facility with specific reference to access to key financial
systems.

The audit of the University’s controlled entity ITEK Pty Ltd was carried out by a private accounting firm.
Audit Communications to the University

Matters arising during the course of the Audit were detailed in management letters to the Vice Chancellor.
Responses to the management letters have been received by Audit and considered to be satisfactory. The
observations in ‘Audit Findings and Comments’ hereunder summarise the major matters raised with the
University and the related responses. The responses indicate the University’s approach to cost effective, risk
based control.
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AUDIT FINDINGS AND COMMENTS
Commonwealth Operating Grants

Consistent with past practice, in 2001 the University recognised the first instalment of the Commonwealth
Operating Grant for 2002 (totalling $ 13.9 million) which was received in December 2001 as revenue received in
advance.

It was noted, however, the 2001 Department of Education, Science and Training (DEST) Guidelines were
changed to remove the requirement to account for the advance grant as a liability. As a result, the requirements
of Australian Accounting Standard AAS 15 ‘Revenue’ became applicable for the first time in 2001.

It is Audit’'s opinion that the Commonwealth Operating Grant received from DEST represents a non-reciprocal
transfer and as a consequence the University has control of the funds upon receipt. As a consequence, in
accordance with AAS 15 ‘Revenue’, it is Audit's view that the advance grant should be recognised as revenue in
the year of receipt. As a result the Independent Audit Report on the University's financial statement for 2001 was
gualified with respect to the treatment of Government Operating Grants.

Details included under the heading ‘Extract From Independent Audit Report’ provides further information
including the financial effect on the University's financial statements resulting from the non compliance with the
accounting standard.

Commentary on General Financial Controls
Audit Committee

The University has an Audit Committee which comprises members of the Council, the Vice Chancellor (ex officio)
and an academic staff representative. The Committee meets on at least a quarterly basis and reports to the
Council.

The Committee operates within the framework of an Audit Committee Charter with the primary function of
assisting Council in exercising due care, diligence and skill in discharging its oversight and monitoring
responsibilities.

Representatives of the Auditor-General attend meetings of the Committee as observers.
Internal Audit

The University has an internal audit function which is performed by the Assurance Services Unit of the University.
The Audit Committee approves and monitors the scope of the internal audit plan. Reviews undertaken by
Assurance Services pursuant to the approved internal audit plan are reviewed by the Audit Committee. Work
undertaken by Assurance Services is considered in determining the nature and extent of external audit coverage.

Overall Assessment

Audit noted that internal controls were generally operating satisfactorily throughout the period under review.
Notwithstanding this observation, the audit highlighted some areas where it was considered that controls could
be enhanced. The following summarises some of the more salient matters raised by Audit.

Budgetary Control Practices

The 2000 audit revealed that for the majority of cost centres reviewed, there was insufficient or no evidence to
support that actual expenditure was compared to budget regularly and that variances were explained on a timely
basis.

Audit follow-up conducted as part of the 2001 audit revealed that consistent with last year’s findings, instances
were noted where University officers who had financial responsibility for reviewing Finance One Cost Centre
Reports were not retaining reports as evidence of their review.

In accordance with sound financial management practices, Audit recommended that cost centre managers
provide evidence of their review of cost centre balances and financial performance. Furthermore, to ensure cost
centre managers adopt a consistent approach in undertaking their financial performance monitoring
responsibilities, it was recommended that consideration be given to providing guidance on what is expected (ie
minimum standards) from managers with regards to the monitoring of financial performance.
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Response

The University will ensure that there is sufficient guidance on what is expected from managers within the
Financial Management Guidelines and any related materials. It is expected that alternative technologies, such as
web based access to financial information, will play an increasingly significant role in future financial management
activities.

Analysis Of Net Return On University Activity

The 2000 audit revealed that the University did not have systems which support a detailed profitability analysis of
activities (ie lines of business representing operations from which the University derives revenue), including
analysis of net return on activities undertaken, other than at a cost centre level. The University in response
indicated that it will continue to develop systems and methods to better analyse its varied activities and is
committed to improving its costing processes as rapidly as resources permit.

A follow-up conducted as part of the 2001 audit noted the University issued a discussion paper which recognised
the need for better costing and profitability analysis and suggests a way forward to meet this need. In essence
the paper recommended a two stage process of systems development with the latter stage not planned to be
undertaken until the 2003 financial year. Audit reported that it supported the direction the University had taken in
relation to the development of systems and processes to better analyse the net return of University activities.
Furthermore, given the expected timeframes associated with the proposals, Audit sought advice of any proposed
high level analysis of returns that may be undertaken by the University for 2002 pending the implementation of
the proposals outlined in the discussion paper.

Response

The University indicated that in 2001 it began analysing net returns at a high level as evidenced in a report
forwarded to the Finance Committee/Council in February 2002 which reported the contribution made by five
broad lines of business activity to the operating result of the University. The University indicated that it intended
to continue with such an analysis in 2002.

Policy and Procedure Framework

Audit review for 2001 included gaining an understanding of the University’s framework relating to the
development, approval, promulgation and review of its finance policies and procedures. In this regard, Audit
noted the need for an update of annual review and approval procedures to reflect the current organisational
structure of the University.

In relation to the promulgation of its policies and procedures, Audit noted that the University’s financial policies
and guidelines were not maintained in a coordinated document. It was recommended that consideration be given
to creating and promulgating a complete set of finance procedures and guidelines in a format that can be easily
referenced and maintained for the use of finance staff within the University.

Response

The University indicated the relevant changes will be made to reflect the new policy and procedure framework
and the existing authorities within the University. Further, the University indicated it will ensure its financial
procedures and guidelines are complete and maintained in a format which facilitates easy reference.

Payroll Budget Monitoring

Further to commentary provided relating to Budgetary Control practices, Audit made a number of observations
specifically relating to the monitoring of payroll expenditure. Audit noted a lack of consistency in monitoring
processes being used throughout the University, particularly in relation to established positions (ie non-casuals).
Further, Audit review of policies and procedures relating to the monitoring of payroll budget information revealed
that documented policies and procedures did not provide guidance to schools and units as to how payroll budget
monitoring ought to be performed, or the extent of documentation to be kept.

To achieve consistent and cost effective payroll monitoring practices within the University, Audit recommended
the University develop and promulgate appropriate policies and procedures which provide guidance to cost
centre managers on payroll budget monitoring procedures. Ideally, these policies and procedures would include
guidance on the minimum standards expected from cost centre managers.
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Response

The University considers that the high level review of payroll costs by managers is but one aspect of the control
framework and should not be over-emphasised. The University indicated that it also relies on sound system
processes being in place. In terms of specific checking processes, payroll variations across periods are checked
within the payroll each fortnight against source documents. The broader matter of budget monitoring, including
the monitoring of payroll transactions, will be addressed in its Financial Management Guidelines.

Procurement

The procurement of goods and services for most organisations represents a key business activity which can have
a significant impact on its operations both operationally and financially. The adoption of sound procurement
practices with a strategic focus can deliver agencies significant ongoing benefits and will ultimately assist them in
achieving their corporate objectives.

For a number years the Government has pursued the progressive implementation of various initiatives aimed at
reforming procurement arrangements of public sector agencies. The State Supply Act 1985 (the Act), section 5,
explicitly states that the Act does not apply to the University of South Australia (the University). Accordingly, the
University is not required to comply with the State Supply Board regulatory framework and as such is somewhat
removed from the reform process. Notwithstanding this, Audit considers that there will be some coherence
between the principles outlined in the reform process and the University’'s procurement arrangements.
Accordingly, a review of the University’s procurement activities was conducted against this background.

The objective of the review was to assess the quality of the tendering and contracting activity of the University’s
procurement processing cycle. This included an examination of the status of the University’s policy and
procedural guidance and the examination of two case studies which involved detailed review of the quality of the
execution of tendering and contacting processes undertaken by the University.

In summary, the findings emanating from Audit’s review of the University’s procurement practices highlighted that
there is scope for the University to enhance its existing procedural guidance and there is a need for improved
processes to ensure compliance with established procedures. Also, in relation to the quality of its contracting and
tendering practices the case studies demonstrated that there was scope for the University to improve some
aspects of its procurement practices. In particular, Audit noted opportunities to improve:

. documentation supporting key phases of its procurement processes including procurement planning,
procurement risk management and tender evaluation processes. In this regard, Audit acknowledged that
procurement practices, including supporting documentation, should be cost effective and commensurate
with the size, type and complexity of the procurement project being considered.

. the release and management of commercially sensitive information obtained from tenderers as part of
tender processes.

. management of preferred supplier arrangements including the level of documented policies and
procedures, monitoring of performance, the extension of expired contracts and the implementation of
appropriate mechanisms to ensure competitive pricing arrangements over the term of the preferred
supplier arrangement.

Response

The University has responded satisfactorily to the matters raised highlighting its acceptance and/or consideration
to the Audit suggestions having regard to its assessment of risk and feasibility relevant to the issues raised.

Commentary on General Computer Information Systems (CIS) Environment

Audit review for 2001 included a review of the University’s remote access facility with specific reference to access
to key financial systems (ie Remus and Finance One). The review identified a number of areas where
improvements could be made to the University’s remote access facility. In particular, the review highlighted the
need for the University to establish a suitable planning framework for the development of its network which has
specific reference to security management issues. Further, the review highlighted a number of specific matters
that require management attention including:

. the introduction of a systematic review of available logs relating to the University’s remote access facility
and the Remus system;

. improvements to security logging facilities and staffing arrangements relating to the Finance One system.
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Response

The University responded satisfactorily to the matters raised by Audit.

OTHER MATTERS
The other main matters arising from the audit included:
Payroll — completeness of leave recording and completion of checklists by staff leaving the University.

Accounts Payable — documentation of accounts payable policies and procedures, purchase order release
limits, the processing of invoice adjustments, review of accounts payable system reconciliations and vendor file
maintenance.

Revenue — review of offshore program fees, raising of offshore program fees and procedures relating to the
monitoring and write-off of bad debts.

Response

The University responded satisfactorily to all of the other matters highlighting its acceptance and/or
considerations in relation to Audit suggestions and having regard to its assessment of risk and feasibility relevant
to each matter.

EXTRACT FROM INDEPENDENT AUDIT REPORT

The following is an extract from the 2001 Independent Audit Report, which details the qualification to the
University’s financial report.

Qualification

The University has reported as part of Other Liabilities in Note 20 to the financial statements,
Commonwealth Grants representing revenue received in advance of $13.9 million.

The 2001 Department of Education, Science and Training (DEST) Guidelines were changed to
remove the requirement to account for the advance grant as a liability. As a result, the
requirements of Australian Accounting Standard AAS 15 ‘Revenue’ became applicable for the
first time in 2001. The Commonwealth Operating Grant received from DEST is considered to be
a non-reciprocal transfer and as a consequence the University has control of the funds upon
receipt. In accordance with AAS 15 ‘Revenue’, the advance grant should have been recognised
as revenue in the year of receipt. In addition, in accordance with the requirements of the
transitional provisions of AAS 15 ‘Revenue’, the balance on 1 January 2001 of $13.7 million in
the liability for revenue received in advance should have been transferred to Accumulated
Results of Operations as at the beginning of the year. As a result, the revenue received under
the Higher Education Funding Act 1988 recognised in Commonwealth Government Financial
Assistance and the Operating Result From Ordinary Activities are both understated by
$0.2 million; Accumulated Results of Operations is understated by $13.9 million and Current
Liabilities-Other are overstated by $13.9 million.

The University has disclosed its accounting treatment of the operating grant received from DEST
in Note 1(d) to the financial statements.

Qualified Audit Opinion

In my opinion, except for the effect on the financial report of the matter referred to in the
qualification paragraphs, the financial report presents fairly in accordance with the Treasurer’s
Instructions promulgated under the provisions of the Public Finance and Audit Act 1987, the
Higher Education Funding Act 1988, applicable Australian Accounting Standards and other
mandatory professional reporting requirements, the financial position of the University of South
Australia and of the economic entity as at 31 December 2001, the results of their operations and
their cash flows for the year then ended.
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CONTROLS OPINION

As required by subsection 36(1)(a)(iii) of the Public Finance and Audit Act 1987, the audit of the University of
South Australia included an assessment of the controls exercised in relation to the receipt, expenditure and
investment of money, the acquisition and disposal of property and the incurring of liabilities.

Audit formed the opinion that the controls exercised by the University of South Australia in relation to the receipt,
expenditure and investment of money; the acquisition and disposal of property; and the incurring of liabilities,
were sufficient to provide reasonable assurance that the financial transactions of the organisation were
conducted properly and in accordance with law.

INTERPRETATION AND ANALYSIS OF FINANCIAL STATEMENTS

Statement of Financial Performance

Operating Results from Ordinary Activities

The consolidated result of operations for the year was a surplus of $6.9 million (surplus of $2.4 million in 2000),
an increase of $4.5 million. The result reflects an increase of $21.4 million in Revenue from Ordinary Activities
(excluding deferred government superannuation contribution) compared to an increase of $16.9 million in
Expenses from Ordinary Activities (excluding deferred government superannuation contribution).

Operating Revenue from Ordinary Activities

The increase in consolidated revenue is due mainly to an increase in revenue from fee paying overseas students;
which increased by $9.0 million to $37.9 million from $28.9 million in 2000.

Funding from the University’'s main revenue sources, Commonwealth Government Financial Assistance and the
Higher Education Contribution Scheme (HECS), increased by $6.2 million from $166.3 million to $172.5 million.
The increase is due mainly to an increase in Commonwealth Government Financial Assistance, notably a
$5.6 million increase in Operating Financial Assistance Excluding HECS.

The following graph reflects the changing composition of revenues over recent years.
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The graph demonstrates the success of the University in increasing the proportion of revenue from fee-paying
overseas students.

The following graph highlights the upward trend in fee-paying overseas students.
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Operating Expenses from Ordinary Activities

Consolidated operating expenses (excluding deferred government superannuation contribution) increased by
$19.7 million from $248 million to $267.7 million. The main operating expense of the University (as for most
service entities) is employee benefits. This item (including Commonwealth Supplemented Superannuation)
increased by $13.3 million from $161.2 million to $174.5 million.

The following graph shows the changes in the academic and non-academic staff salaries components of
employee benefits over recent years.
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The graph highlights the effects (ie consolidated) of the University’s changes in staffing from 1997 and the more
recent increases in staff salary costs. In 2001, academic staff salaries increased by $6.4 million or 9.7 percent to

$72.4 million ($66 million) and non-academic staff salaries increased by $1.4 million or 2.7 percent to
$53.7 million ($52.3 million).
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Statement of Financial Position
Land and Buildings (Written Down Value $350 Million)

Consistent with Accounting Policy Statement (APS 3) ‘Revaluation of Non-Current Assets’ land and buildings
were independently valued at 31 December 2001, being three years since the previous revaluation. The
independent valuation, completed by the Department for Administrative and Information Services, valued land
and buildings at written down current cost reflecting current use, consistent with the requirements of APS 3. This
valuation was based on an initial useful life for the buildings of 60 years. The exceptions to this valuation
approach were in respect of:

. Underdale campus, which while valued consistent with the above approach, was adjusted for surplus
unused capacity on the basis that the University is not fully utilising the facilities on this campus. The
adjustment for surplus capacity is based on the percentage decrease in student numbers from the peak
student load in 1995;

. Salisbury campus, which has been valued separately by Colliers Jardine Consultancy & Valuations
Pty Ltd, based on net market value, as this campus is in the process of being sold and is excess to
University requirements.

The revaluation of the University’s land and building assets resulted in a net decrease in the Asset Revaluation
Reserve of $2.4 million represented by:

$'000
Land - revaluation increment 9812
Buildings - revaluation decrement (12 221)
Net revaluation decrement 2 409

Library (Written Down Value $32 Million)

University library assets were also revalued at 31 December 2001, based on the average replacement cost of
book stocks (gross replacement cost), less adjustment for expired use (accumulated depreciation). This
revaluation was completed as an internal management revaluation, consistent with deprival valuation principles
as detailed in APS 3. The result of this revaluation was to decrease the value of library books by $2.3 million.
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University of South Australia

REVENUE:

Commonwealth Government financial assistance
South Australia Government financial assistance
Higher Education Contribution Scheme:

Student contributions
Commonwealth contributions
Fees and charges
Investment income
Royalties, trademarks and licenses
Consultancy and contract research
Other revenue

Superannuation:
Commonwealth supplementation

Deferred government contributions
Total Revenue from Ordinary Activities

EXPENSES:
Employee benefits
Depreciation and amortisation
Buildings and grounds
Bad and doubtful debts
Net losses on revaluation of assets
Other expenses
Borrowing cost expense

Superannuation:
Commonwealth supplemented
Deferred employee benefits

Total Expenses from Ordinary Activities
OPERATING RESULT FROM ORDINARY ACTIVITIES

Direct credits or debits to equity:
Asset revaluation reserves

TOTAL REVENUE, EXPENSES AND VALUATION ADJUSTMENTS

ATTRIBUTED TO THE PARENT ENTITY AND RECOGNISED DIRECTLY

IN EQUITY

TOTAL CHANGES IN EQUITY OTHER THAN THOSE RESULTING FROM

TRANSACTIONS WITH OWNERS AS OWNERS

Note
2.1,40
2.2

24

3.1,24
22

22

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
111 080 105 792 110 981 105 792
2074 2276 2074 2276
8528 8451 8528 8451
52 906 52 085 52 906 52 085
57 785 45,983 51149 40 344
2661 2813 3569 2883
535 158 509 158
14 002 11 666 14 002 12 246
4814 3723 4155 3520
254 385 232 947 247 873 227 755
20 164 17 437 20 164 17 437
500 (23 600) 500 (23 600)
275 049 226 784 268 537 221 592
153 975 143 807 151 087 141 309
18 779 19 251 18 630 19 215
12 182 10 222 12182 9935
617 197 553 197
1210 - 1210 -
58 504 54 413 56 750 52 942
2230 2 679 2230 2 563
247 497 230 569 242 642 226 161
20 164 17 437 20 164 17 437
500 (23 600) 500 (23 600)
268 161 224 406 263 306 219 998
6 888 2 378 5231 1594
(3 339) (25 970) (3491) (25 970)
(3 339) (25 970) (3491) (25 970)
3549 (23 592) 1740 (24 376)

149



University of South Australia

Statement of Financial Position as at 31 December 2001

CURRENT ASSETS:
Cash
Receivables
Investments
Deferred government superannuation contribution
Other
Total Current Assets
NON-CURRENT ASSETS:
Investments
Property, plant and equipment
Deferred government superannuation contribution
Other
Total Non-Current Assets
Total Assets
CURRENT LIABILITIES:
Accounts payable
Borrowings
Provision for State superannuation
Other provisions
Other
Total Current Liabilities
NON-CURRENT LIABILITIES:
Accounts payable
Borrowings
Provision for State superannuation
Other provisions
Other
Total Non-Current Liabilities
Total Liabilities

NET ASSETS

EQUITY:
Asset revaluation reserve
Accumulated results of operations

TOTAL EQUITY

22

Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
5627 2353 3636 2115
11 117 10 236 10 147 9819
52 045 46 395 50 379 45 389
22900 22 000 22900 22 000
2203 1768 2188 1765
93 892 82 752 89 250 81 088
7321 6 826 7 000 6 529
400 045 412 044 399 756 411 687
238 100 238 500 238 100 238 500
645 466 657 370 644 856 656 716
739 358 740 122 734 106 737 804
12 567 13720 12 424 13 253
- 5113 - 5113
22 900 22 000 22 900 22 000
12 866 12 194 12 725 12 071
20 367 20 524 20 468 22 056
68 700 73 551 68 517 74 493
3229 2311 3229 2311
15 050 15 050 15 050 15 050
238 100 238 500 238 100 238 500
17 130 16 658 17 130 16 658
1319 1771 1319 1771
274 828 274 290 274 828 274 290
343 528 347 841 343 345 348 783
395 830 392 281 390 761 389 021
30 898 34 237 30 746 34 237
364 932 358 044 360 015 354 784
395 830 392 281 390 761 389 021

150



University of South Australia

Statement of Cash Flows for the year ended 31 December 2001

INFLOWS:

OUTFLOWS:

INFLOWS:

OUTFLOWS:

OUTFLOWS:

CASH AT 1 JANUARY

Consolidated University
2001 2000 2001 2000
Inflows Inflows Inflows Inflows
(Outflows)  (Outflows) (Outflows)  (Outflows)
CASH FLOWS FROM OPERATING ACTIVITIES: Note $'000 $'000 $'000 $'000
Financial Assistance:
Commonwealth operating 112 599 108 730 112 599 108 730
Other government 2134 2274 2 045 2274
Higher Education Contribution Scheme:
HECS upfront receipts 8528 8451 8528 8451
HECS Trust Fund 54 468 51 334 54 468 51334
Fees and Charges 50 248 40 131 50 248 40 594
Investment income 3418 2822 3821 2822
Royalties, trademarks and licenses 509 158 509 158
Consultancy and contract research 13 526 12 246 13 526 12 246
Other revenue 11 940 8 265 3936 2883
Superannuation supplementation 15 335 17 437 15 335 17 437
Taxes recovered 3707 2582 3707 2582
Staff salaries and related expenditure (151 465) (141 408) (148 443) (138 232)
Non salary payments (75 433) (63 966) (73 762) (62 710)
Superannuation payments (19 320) (19 054) (19 320) (19 054)
Interest and other expenditure of finance paid (2 454) (2 884) (2 454) (2 768)
Net Cash provided by Operating Activities 38 27 740 27118 24 743 26 747
CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sale of property, plant and equipment 720 1595 612 1522
Payments for property, plant and equipment (13 075) (13 766) (12 902) (13 571)
Payments for Investments (993) (1 000) (474) (735)
Net Cash used in Investing Activities (13 348) (13171) (12 764) (12 784)
CASH FLOWS FROM FINANCING ACTIVITIES:
Principal repayments under finance lease (415) - (415) -
Repayment of borrowings (5 056) (5 000) (5 056) (5 000)
Net Cash used in Financing Activities (5471) (5 000) (5471) (5 000)
NET INCREASE (DECREASE) IN CASH HELD 8921 8 947 6 508 8 963
48 632 39 685 47 388 38 425
38 57 553 48 632 53 896 47 388

CASH AT 31 DECEMBER

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

1. Summary of Accounting Policies

The significant accounting policies which have been adopted in the preparation of these financial statements are:

@

(b)

©

Basis of Preparation

The financial statements are a general purpose financial report and have been prepared on a full accrual basis in
accordance with applicable Australian Accounting Standards (AAS), other authoritative pronouncements of the Public
Sector Accounting Standards Board and the Australian Accounting Standards Board, Urgent Issues Group Consensus
Views and the requirements of the Commonwealth Department of Education, Science and Training (DEST).

The financial statements comply with relevant provisions of the South Australian Treasurer's Instructions issued pursuant
to the Public Finance and Audit Act 1987 and the Accounting Policy Statements issued pursuant to the Treasurer's
Instructions.

The financial statements have been prepared on the basis of historic costs and do not take into account changing money
values or, except where stated, current valuations of non-current assets.

Unless otherwise indicated, all amounts are rounded to the nearest thousand dollars.

Principles of Consolidation

The consolidated accounts include the accounts of the University and its controlled entities. The effects of transactions
between controlled entities included in the consolidated accounts have been eliminated.

Comparative Figures

The previous year's figures are provided in the financial statements for comparative purposes. Where applicable,
comparative figures have been adjusted to conform with changes in the presentation of the current year’s figures.
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(d)

(e)

(®

Revenue Recognition

@

(ii)

(iii)

Grants

. Commonwealth Operating Grant
In accordance with Australian Accounting Standard AAS 15 ‘Revenue’, the first instalment of the
Commonwealth Operating Grant for 2002, received during December 2001 and therefore received in
advance of the operating year to which it relates, has been recognised as Revenue in Advance and
is presented as a liability in the Statement of Financial Position, rather than as revenue for the 2001
year. The Grant relates to funding the teaching of HECS students in the 2002 calendar year.

On the basis of independent professional advice, the University regards the receipt of
Commonwealth Operating Grants as a ‘reciprocal transfer’ as defined in AAS 15, since the University
is required to teach a HECS-funded load in 2002, and provide the necessary facilities and services in
return for the grant of financial assistance from the Commonwealth.

Where the Minister is satisfied that a higher education institution has, after receipt of the Grant, failed
to meet a condition applicable to the financial assistance, the financial assistance or part thereof is
required to be returned to the Commonwealth. It is therefore, in the view of the University, a
‘reciprocal payment’.

Under these conditions the revenue received in advance should not be recognised as revenue until
the relevant year.

. Other Grants
Where a Commonwealth Government grant or other government grant represents a non-reciprocal
transfer, it has been recognised as revenue at the time of receipt.

Fees and Charges
Fees and charges comprise revenue earned from the provision of programs and other services. Fees and
charges are recognised in the period in which the programs or services are provided.

Investment Income
Interest income is recognised as it accrues.

(iv) Consultancy and Contract Research
Revenue from consultancy and contract research is recognised in the period in which the contract services are
provided.

Inventories

Consumable supplies are not recognised in the Statement of Financial Position as the value of these supplies is not

material.

Property, Plant and Equipment
Iltems of property, plant and equipment have been recognised in the financial statements as identified below.
Expenditure on single items of less than $10 000 is generally not capitalised.

@

(i)

(iii)

(iv)

Land

Land occupied by the University is either owned by the University or by the State Government. The value of
the land is reflected in the University’s financial statements at unimproved value on the basis that the University
effectively controls the land occupied.

Land is revalued every three years. The last valuation was as at 31 December 2001.

The value of land at campuses other than Salisbury has been determined by the South Australian Department
for Administrative and Information Services, while the value of land at Salisbury campus has been determined
by Colliers Jardine.

Buildings

Buildings (including related infrastructure) on land controlled by the university at 31 December 2001 have been
recognised on the basis of written down current cost that reflects existing use. An adjustment has been made
to the values for Underdale campus to take account of surplus capacity. Salisbury campus is valued at market
value.

Buildings are revalued every three years. The last valuation was as at 31 December 2001. The value of
buildings for campuses other than Salisbury were determined by the South Australian Department for
Administrative and Information Services. The value of buildings at Salisbury campus has been determined by
Colliers Jardine.

Library collection

The library collection is reported at University valuation, based on written down current cost. The collection is
reviewed at least every three years for valuation purposes. The last valuation was undertaken by the
University at 31 December 2001.

Plant and Equipment
Plant and equipment is valued on the basis of historic cost.
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Depreciation and Amortisation

Depreciation and amortisation is calculated on a straight line basis on all property, plant and equipment other than land
and buildings under construction. Depreciation rates are calculated to allocate the cost of an asset over its estimated
remaining useful life.

Asset Class Initial Useful
Life
Property:
Buildings 40-80 years*
Library Collection:
Monographs 15 years
Serials 20 years
Electronic Materials 10 years
Plant and Equipment:
IT equipment:
Network devices 5 years
Network Cabling 10 years
Non IT equipment 10 years
Motor vehicles 5 years

* With minor exceptions.

At 31 December 2001 the useful life of buildings was re-estimated as part of the independent valuation for the purposes
of calculating depreciation in future periods. Generally buildings are to be depreciated over a 60 year useful life from
1 January 2002. The impact of this revision is to reduce future depreciation charges by $3.561 million per year.

Restrictions on Assets
Land includes $10.761 million of Crown Lands and $8.024 million of land dedicated for education use by the Minister of
Education. Such lands are unable to be sold.

The University has restrictions on all land by application of the University of South Australia Act 1990 section 6(4) which
states:

The University cannot, except with the approval of the Governor and in accordance with any terms or
conditions stipulated by the Governor in granting that approval, sell, lease (except for a term not
exceeding 21 years), or otherwise dispose of, mortgage or charge any of its real property.

Employee Entitlements

The long service leave liability is independently estimated by the long hand method prescribed by AAS 30 ‘Accounting for
Employee Entitlements’. This takes into account the probability of staff remaining with the University until an
unconditional entitlement has been accrued. A future cash outflow has been estimated on the basis of when leave will be
taken and that cash flow is discounted using the interest rate in risk free government securities to derive the long service
leave liability.

The liability for annual leave (including the leave loading) is calculated on current wage rates.

) Goods and Services Tax (GST)
Revenues, expenses and assets other than receivables are recognised net of the amount of GST, except where the
amount of GST incurred is not recoverable from the Australian Tax Office (ATO). In these circumstances the GST is
recognised as part of the cost of acquisition of the asset or as part of an item of the expense.
Receivables and payables are stated with the amount of GST included.
The net amount of GST recoverable from, or payable to, the ATO is included as a current asset or liability in the
Statement of Financial Position.
Cash flows are included in the Statement of Cash Flows on a gross basis. The GST components of cash flows arising
from investing and financing activities which are recoverable from, or payable to, the ATO are classified as operating
cash flows.
1.2. Change in Accounting Policy
There are no changes to accounting policies for 2001.
Revenue from Ordinary Activities Consolidated University
2.1 Commonwealth Government Grants (excluding HECS) 2001 2000 2001 2000
Teaching and Learning: Note $'000 $'000 $'000 $'000
Operating Financial Assistance excluding HECS 40.1 100 753 95143 100 753 95143
Teaching hospitals - - - -
Capital development pool 40.1 - 753 - 753
Australian Research Council: 40.2
Large research grants 647 571 647 571
Strategic partnerships with industry 1693 1692 1693 1692
Research fellowships 157 91 157 91
International research exchange 24 20 24 20
Research centres 684 1255 684 1255
Research infrastructure equipment and facilities - 102 - 102
Indigenous researchers’ development grant 35 1) 35 1)

Special research initiatives - - - -
Learned academic special projects - - - -
Key centres for teaching and research - 116 - 116
Collaborative research grant - - - -

153



University of South Australia

2.1

2.2

2.3

2.4

25

2.6

2.7

Commonwealth Government Grants (excluding HECS) (continued)

Note
DEST Research Financial Assistance: 40.3
Small research grants
Research infrastructure block
Australian postgraduate awards
International postgraduate research scholarships

Other Commonwealth Government Grants:
Other Commonwealth government research grants
Aboriginal tutorial assistance scheme grant
Other Commonwealth grants

South Australian Government Financial Assistance
Anangu Teacher Education Program (AnTEP)
Research grants

Other

Fees and Charges
Continuing education
Fee-paying overseas students
Fee-paying Australian postgraduate students
Fee-paying Australian undergraduate students
Other fees and charges:
Open Learning Australia (OLA)
Fees - Civil aviation
Hire of facilities
Secondment support
Seminar/workshops
All other

Investment Income

Dividends

Interest

Investment income from related parties
Other

Royalties, Trademarks and Licenses
Royalties

Consultancy and Contract Research
Consultancy fees
Contract research

Other Revenue
Donations and bequests
Scholarships and prizes
Other

3. Expenses from Ordinary Activities

3.1

Employee Benefits

Salaries:
Academic
Non-Academic

Contributions to superannuation and pension schemes:
Emerging cost - Operating grant funded
Funded

Payroll tax

Workers compensation

Long service leave expense

Annual leave

Contributions to superannuation and pension Schemes:
Emerging cost - Commonwealth supplemented
Deferred employee benefits for superannuation

Payments for annual leave are included in the salaries line above.

shown in the annual leave line above.
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Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
219 209 219 209
713 790 713 790
1165 1053 1165 1053
215 215 215 215
106 305 102 009 106 305 102 009
4 259 2 905 4160 2 905
241 343 241 343
275 535 275 535
4775 3783 4676 3783
111 080 105 792 110981 105 792
149 151 149 151
1921 2112 1921 2112
4 13 4 13
2074 2276 2074 2276
976 759 976 759
37 904 28 899 37 904 28 899
4022 2910 4022 2910
1215 947 1215 947
689 519 689 519
2141 1464 2141 1464
660 1012 660 1012
649 866 649 866
9 529 8 607 2 893 2 968
57 785 45 983 51 149 40 344
28 22 1096 248
2271 2415 2111 2259
264 376 264 367
98 - 98 -
2661 2813 3569 2883
535 158 509 158
535 158 509 158
3668 2004 3668 2584
10 334 9 662 10 334 9 662
14 002 11 666 14 002 12 246
1301 1258 661 943
765 682 746 551
2748 1783 2 748 2 026
4814 3723 4 155 3520
72 368 66 026 69 978 65 690
53 679 52 285 53679 50 206
525 368 323 368
13 217 11 653 13071 11 853
7 468 7618 7 468 7 480
825 (80) 805 (99)
4 882 5055 4 880 5041
1011 882 883 770
153 975 143 807 151 087 141 309
20 164 17 437 20 164 17 437
500 (23 600) 500 (23 600)
20 664 (6 163) 20 664 (6 163)

The movement in the provision for annual leave is
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3.2

3.3

34

35

3.6

Employee Benefits (continued)
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Long service leave expense includes amounts paid for long service leave and the net movement in the provision for long

service leave.

Included in employee benefits are 28 (21) targeted voluntary separation packages totalling $2.087 million ($1.247 million)
in redundancy expenses for the year. The aggregate of accrued annual leave and long service leave paid to employees
who received these targeted separation payments was $0.599 million ($0.452 million). There was no recovery from the
office of the Commissioner of Public Employment in respect of the targeted voluntary separation packages.

Depreciation

Amortisation leased assets
Buildings

Library collection

Plant and equipment

Buildings and Grounds
Building maintenance
Grounds maintenance

Bad and Doubtful Debts
Doubtful debts

Net Losses on Revaluation of Assets
Library collection

Other Expenses
Communications
Equipment (non-IT)
External services*

IT, hardware and software
Library acquisitions
Printing

Rental

Scholarships

Staff development

Travel and accommodation
Net loss on sale of assets (refer Note 5)
Other

Consolidated University

2001 2000 2001 2000
$'000 $'000 $'000 $'000
436 222 436 222
11 826 12 588 11 810 12 558
3798 3780 3798 3780
2719 2 661 2 586 2 655
18 779 19 251 18 630 19 215
11 541 9914 11 541 9 627
641 308 641 308
12 182 10 222 12182 9935
617 197 553 197
617 197 553 197
1210 - 1210 -
1210 - 1210 -
3861 4248 3796 4169
1162 1274 1161 1262
13876 14 326 13 672 13545
6 455 4032 6 455 3996
1135 430 1135 430
1955 2071 1955 2 069
2792 2380 2790 2380
6 378 5510 6 324 5481
2851 2873 2798 2789
7 375 7 056 7 253 6 926
701 1389 701 1433

9 963 8 824 8 708 8 462
58 504 54 413 56 750 52 942

Included within external services is an amount for consultants of $2.265 million exclusive of GST in 2001 ($1.298 million),

representing:

. Student system implementation
. Shared services project
. Employee assistance program

Borrowing Cost Expense

Interest expense
Loan guarantee fees
Bank charges

Sales of Assets
Net Losses
Property, plant and equipment

Income Tax
The University is exempt from income tax.

Extraordinary Iltems
There were no extraordinary items for the year.

Remuneration of Executives

160 000 - 169 999
170 000 - 179 999
180 000 - 189 999
190 000 - 199 999
210000 - 219 999
320 000 - 329 999
360 000 - 369 999

$2.179 million
$0.053 million
$0.033 million
Consolidated University

2001 2000 2001 2000

$'000 $'000 $'000 $'000

1821 2410 1821 2294

150 75 150 75

259 194 259 194

2230 2679 2230 2563

701 1389 701 1433

701 1389 701 1433

Number of  Number of Number of Number of

Executives Executives Executives Executives

- 6 - 6

2 1 1 1

6 - 6 -

- 1 - 1

1 - 1 -

- 1 - 1

1 - 1 -

10 9 9 9
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10.

11.

12.

13.

14.

Remuneration of Executives (continued) Consolidated University
2001 2000 2001 2000
Total remuneration received or due and receivable by $'000 $'000 $'000 $'000
Executives of the University 2 046 1702 1869 1702
Remuneration of Auditors
Auditing the financial report 173 149 161 143
Other services 13 7 13 1
186 156 174 144
Inventories
No inventories are recognised in the accounts. The University recognises consumable supplies is an expense at the time of
acquisition.
Receivables
Current:
Student fees 1535 721 1535 721
Student loans 610 586 610 586
Commonwealth 1172 2679 1172 2679
Other trade debtors 8 958 6 853 7988 6 436
12 275 10 839 11 305 10 422
Provision for doubtful debts (1 158) (603) (1 158) (603)
11117 10 236 10 147 9819
Investments
Current:
Workers compensation Investment Fund 119 116 119 116
Short term deposits 51 926 46 279 50 260 45 273
52 045 46 395 50 379 45 389
Non-Current:
Investment in controlled entity - - 562 66
Workers Compensation Investment Fund 5968 6 051 5968 6 051
Share investments 1353 775 470 412
7321 6 826 7 000 6 529
Other Assets
Current:
Prepayments 653 544 639 544
Accrued income 1550 1224 1549 1221
2203 1768 2188 1765
Property, Plant and Equipment
Land:
At valuation 31 December 1998 and 2000 - 29323 - 29323
At valuation 31 December 2001 39 065 - 39 065 -
At cost - - - -
Accumulated depreciation - - - -
39 065 29 323 39 065 29323
Buildings:
At valuation 31 December 1998 to 2000 - 481 934 - 481 871
At valuation 31 December 2001 511127 - 511 063 -
At cost - 11 882 - 11 882
Accumulated depreciation (199 848) (163 652) (199 797) (163 618)
311 279 330 164 311 266 330 135
Total Land and Buildings 350 344 359 487 350 331 359 458
Library Collection:
At valuation 31 December 1998 - 103 577 - 103 577
At valuation 31 December 2001 56 566 - 56 566 -
At cost - 5743 - 5743
Accumulated depreciation (24 527) (73 314) (24 527) (73 314)
32 039 36 006 32 039 36 006
Plant and Equipment:
At valuation 31 December 1998 - 3168 - 3168
At cost 37 896 33890 37281 32958
Accumulated depreciation (20 234) (20 507) (19 895) (19 903)
17 662 16 551 17 386 16 223
Total Property, Plant and Equipment 400 045 412 044 399 756 411 687
Reconciliation of Movements in Property, Plant and Equipment
Land:
Carrying amount at beginning at year 29 323 29519 29 323 29519
Additions - - - -
Disposals (70) (196) (70) (196)
Revaluations 9812 - 9812 -
Carrying amount at end of year 39 065 29 323 39 065 29 323
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20.

Property, Plant and Equipment (continued)

Buildings:
Carrying amount at beginning of year
Additions
Disposals
Depreciation
Revaluations
Carrying amount at end of year
Library Collection:
Carrying amount at beginning of year
Additions
Disposals
Depreciation
Revaluations
Carrying amount at end of year
Plant and Equipment:
Carrying amount at beginning of year
Additions
Disposals
Depreciation and Amortisation
Carrying amount at end of year

Total Property, Plant and Equipment

Intangibles

The University does not have any material intangible assets at 31 December 2001.

Assets supported by Guarantee, Warranties and Indemnities

University of South Australia

The University does not have any assets supported by guarantee, warranties or indemnities at 31 December 2001.

Accounts Payable
Current:
Trade Creditors
Annual leave on-costs
Long service leave on-costs

Non-Current:
Annual leave on-costs
Long service leave on-costs

Borrowings
Current:
Not later than one year

Non-Current:
Later than one year but not later than five years
Later than five years

Other Provisions
Current:
Annual Leave
Long service leave
Separation scheme
Workers compensation liability

Non-Current:
Workers compensation liability
Long service leave

Other Liabilities
Current:
Accrued interest
Finance lease
Other
Funds held on behalf of external entities

Income in advance on incomplete projects
Work in progress

Fees and charges
Commonwealth grant
HECS recovery
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Consolidated University
2001 2000 2001 2000
$'000 $'000 $'000 $'000
330 164 363 789 330 135 363 789
5 368 6 615 5 368 6 420
(206) (1 682) (206) (1 546)
(11 826) (12 588) (11 810) (12 588)
(12 221) (25 970) (12 221) (25 970)
311 279 330 164 311 266 330 135
36 006 37 418 36 006 37 418
2529 2721 2529 2721
(405) (353) (405) (353)
(3 798) (3 780) (3 798) (3 780)
(2 293) - (2 293) -
32 039 36 006 32 039 36 006
16 551 12 910 16 223 12 592
4974 7 430 4 816 7 367
(707) (906) (631) (859)
(3 156) (2 883) (3 022) (2 877)
17 662 16 551 17 386 16 223
400 045 412 044 399 756 411 687
10 063 11 816 9920 11 349
1939 1579 1939 1579
565 325 565 325
12 567 13720 12 424 13 253
3229 2311 3229 2311
3229 2311 3229 2311
- 5113 - 5113
- 5113 - 5113
15 000 - 15 000 -
50 15 050 50 15 050
15 050 15 050 15 050 15 050
8619 8107 8 498 7975
2842 2 503 2 826 2 503
683 890 683 890
722 694 718 703
12 866 12 194 12 725 12 071
982 981 982 981
16 148 15 677 16 148 15 677
17 130 16 658 17 130 16 658
284 508 284 508
452 414 452 414
799 199 291 562
911 1 507 1624 2 869
2 446 2628 2 651 4 353
2119 2 854 2015 2661
(100) (58) (100) (58)
2019 2 796 1915 2 603
1860 1424 1 860 1424
13 852 13676 13 852 13676
190 - 190 -
15 902 15 100 15 902 15 100
20 367 20 524 20 468 22 056
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21.

22.

23.

Other Liabilities Consolidated University
2001 2000 2001 2000
Non-Current: $'000 $'000 $'000 $'000
Finance lease 1319 1771 1319 1771
1319 1771 1319 1771

Capitalised Borrowing Costs
The University has not capitalised any borrowing costs.

Reserves and Equity
The University has three reserves in total. Two reserves are for the purposes of asset revaluation, namely the land and buildings
reserve and the library collection reserve. The remaining reserve is for the purpose of investment revaluation.

(@) Reserves Consolidated University
2001 2000 2001 2000
Asset Revaluation Reserves: $'000 $'000 $'000 $'000
Land and buildings 30 746 33155 30 746 33155
Library collection - 1082 - 1082
Investment revaluation reserve 152 - - -
Total Reserves 30 898 34 237 30 746 34 237

Movements in Reserves:
Land and Buildings:

Opening balance 33155 59 125 33155 59 125
Asset revaluation decrement (2 409) (25 970) (2 409) (25 970)
Closing Balance 30 746 33155 30 746 33155
Library Collection:
Opening balance 1082 1082 1082 1082
Asset revaluation decrement (1 082) - (1 082) -
Closing balance - 1082 - 1082
Investments:
Opening balance - - - -
Investment revaluation increment 152 - - -
Closing balance 152 - - -
Total Reserves 30 898 34 237 30 746 34 237
(b) Accumulated Result of Operations
Opening balance 358 044 355 666 354 784 353 190
Operating result from ordinary activity 6 888 2378 5231 1594
Transfers from reserves - - - -
Closing Balance 364 932 358 044 360 015 354 784
Total Equity 395 830 392 281 390 761 389 021
Commitments for Expenditure
(@) Capital Expenditure Commitments
Building Works - Not later than one year 1473 1371 1473 1371
1473 1371 1473 1371
(b) Lease Commitments
Operating Leases:
Not later than one year 2711 2828 2711 2614
Later than one year but not later than five years 4 645 4 868 4 645 4 552
Later than five years - - - -
7 356 7 696 7 356 7 166
Finance Leases:
Not later than one year 653 653 653 653
Later than one year but not later than five years 1631 2283 1631 2283
Later than five years - - - -
2284 2936 2284 2936
Less: Future lease finance charges 513 751 513 751
1771 2185 1771 2185
Lease Liabilities Provided for in the Financial Statement:
Current 452 414 452 414
Non-Current 1319 1771 1319 1771
1771 2185 1771 2185

Major operating leases include leases for accommodation, vehicles and a lease for photocopying equipment within the University’s
Document Services area. Subsequent to 31 December 2001, the University paid out in full its lease for photocopying equipment for
$1.157 million.

At 31 December 2001 the University had a finance lease over a computer with a written down value of $1.771 million. The terms of
the agreement do not include renewal or purchase options.
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24. Superannuation Plans
The University contributes to the following employee superannuation funds:

@

(b)

South Australia Superannuation Fund

A number of present and past employees of the University and its predecessor institutions are members of State
Government Superannuation Schemes. Under the schemes benefits are paid as a lump sum or continuing pension on
the termination of employees’ service based on contributions made by the employee and the employee’s final salary.
Employee contributions and certain employer contributions are paid to the South Australian Superannuation Board (the
Board) which is responsible for the administration of the schemes.

Under current arrangements the Board pays the benefits and is reimbursed by the University for the shortfall in the
employer’s contribution. The Commonwealth government fully funds the University on an emerging cost basis for the
costs and recovers the State’s share of the cost directly from the State government.

The University’'s superannuation liability with respect to future benefits for current pensioners and employees was
assessed by the Director Superannuation (State Superannuation Office) Department of Treasury and Finance as at
31 December 2001 to be $276.3 million (31 December 2000: $274.8 million). The assessment took into account an
actuarial review of the South Australian Superannuation Fund as at 30 June 1998.

The University’s liability under the scheme has been partly funded by an amount of $15.3 million ($14.4 million) arising
from 3 percent productivity employer contributions. This reduces the unfunded liability to $261.0 million ($260.5 million).
The net unfunded amount has been recognised in the accounts of the University as a liability and a corresponding
receivable from the Commonwealth government. The asset and liability have been classified as current and non-current
according to cash flow projections of the assessment.

Recognition of the receivable from the Commonwealth is in accordance with DEST Guidelines and reflects an
assessment that while there is no legislated requirement, the Commonwealth has committed to fund the University’s
emerging costs.

Assumptions adopted by the Director Superannuation (State Superannuation Office), South Australian Department of
Treasury and Finance in determining the University’s liability were:

Rate of increase in the Consumer Price Index (CPI) 2.5% per annum
Rate of salary increases 4.0% per annum
Investment earnings 7.5% per annum

These assumptions have not changed since 1999.

These rates provide for a 1.5 percent real gap between CPI and salary increases and a further 3.5 percent real gap
between salary increases and investment earnings.

UniSuper

In 2000 the administrative arrangements for the Superannuation Scheme for Australian Universities (SSAU) and the
Tertiary Education Superannuation Scheme (TESS) were merged with no change to the conditions for each scheme.
UniSuper then became sole trustee of the two schemes.

0] SSAU
The University contributes to SSAU at a rate double the contributions made by employees. Employees’
contributions are normally 7 percent of their gross salaries. The fund provides defined benefits based on years
of service and final average salary or choice of investment funds.

The last actuarial investigation as at 31 December 1999 was conducted by Grant Harslett, FIA, FIAA on
18 May 2000.

A funding and solvency certificate required under regulation 9.09(i) of the Superannuation (Supervision)
Industry Regulations has been obtained from SSAU with a date of effect of 2 December 1999 ceasing on
30 June 2002.

As at 30 June the University of South Australia’s share of the fund was:

2001 2000
$'000 $'000
Net Market Value 76 558 71435
Accrued Benefits 69 378 65176
Difference 7 180 6 259
Vested Benefits 69 378 65176

(i) Tertiary Education Superannuation Scheme (TESS)
The University contributes to the fund at a rate determined by the TESS Award. The scheme is
non-contributory for employees. The fund provides benefits based on the defined contributions of the
University during the membership of the employee.

The University also makes contributions into the fund for employee entitlements arising under the
Superannuation Guarantee Charge (SGC).
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25.

26.

27.

28.

(©) Deferred Government Superannuation Contribution
The Commonwealth government has undertaken to provide funding for emerging superannuation costs in its grants to
institutions and to recover the State’s share of the cost directly from the State government.

In 2001, an amount of $0.5 million was brought to account to reflect the increase in the net unfunded past service cost for
State superannuation (2000: a decrease of $23.6 million).

2001 2000

$'000 $'000

Deferred Government superannuation contribution at 1 January 260 500 284 100

Increase (Decrease) in amount owing for unfunded liability 500 (23 600)

Deferred Government Superannuation Contribution at 31 December 261 000 260 500
Comprising:

Current asset 22 900 22 000

Non-Current asset 238 100 238 500

261 000 260 500

Contingent Liabilities

The University has entered into an agreement with the Minister of the Department of Education, Training and Employment to
provide 35 spaces in a Child Care Centre built in 1997 at the University’s City West campus. If the agreement is terminated within
the first seven years an amount of $0.680 million being the Minister’s contribution to the Child Care Centre will be refunded. If the
agreement is terminated after seven years a sum of $0.680 million to be repaid is reduced on a pro rata basis reducing to zero after
21 years.

In 1994 the University received a South Australian government grant of $1.0 million towards establishing the lan Wark Research
Institute (IWRI). Under the conditions the grant was awarded if the IWRI ceases to operate the University is liable to repay
10 percent of the grant for each complete year the IWRI fails to operate up to 2004.

A claim has been brought against the University in relation to the disposal of a property. Settlement in relation to the disposal of the
property is subject to finalising the claim, the outcome of which is uncertain at the time of these accounts. No provision has been
made in the accounts in relation to this matter.

The University has entered into an arrangement to underwrite student accommodation. The arrangement requires the University to
fund vacancies up to a limit. At 31 December 2001 the University had a contingent liability of $0.292 million.
The University has no other material contingent liabilities.

Leases
Leased plant and equipment over which the University or its controlled entities assume substantially all the risks and benefits of
ownership are classified as finance leases. All other leases are classified as operating leases.

Finance leases are capitalised. A lease asset and a lease liability equal to the present value of the minimum lease payments are
recorded at the inception of the lease. Lease assets are amortised on a straight line basis over the term of the relevant lease, or
where it is likely the entity will obtain ownership of the asset, the life of the asset. Lease liabilities are reduced by repayments of
principal. The interest components of the lease payments are charged to the Statement of Financial Performance.

Payments made under operating leases are charged as an operating expense over the accounting periods covered by the lease
term, except where an alternative basis is more representative of the pattern of benefits to be derived from the leased property.

Economic Dependency
The University does not have an economic dependency on another entity or person.

Joint Venture Operations
The University’s interest in joint ventures is by note disclosure only, as these interests are immaterial in relation to the University’s
core activities.

The University participates in joint venture operations as described below.

Output Interest

Reporting 2001 2000

Date Percent Percent

(@) SPRI (Building) 30 June 30 30
(b) SAIBT 30 June 20-30 -

€) Signal Processing Research Institute (SPRI) Building
The University and the Technology Development Corporation (subsumed by the MFP Development Corporation and
subsequently the Land Management Corporation) entered into an agreement in 1991 to establish a building to house the
SPRI at Mawson Lakes. The building is leased to University research centres affiliated with the SPRI and other lessees.
The University has a 30 percent share of the joint venture with the Land Management Corporation holding the remaining
70 percent share.

(b) South Australian Institute of Business Technology Pty Ltd (SAIBT Pty Ltd)
During 2001 the University entered into a cooperative arrangement with SAIBT Pty Ltd (The ‘Institute’) pursuant to which
the Institute will develop and offer a range of educational services to students and the University will provide the Institute
with services and facilities to assist in the provision of these services, in consideration of which the Institute shall pay to
the University specified fees.
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Joint Venture Operations (continued)

Mawson Lakes Joint Venture Economic Development Project

In addition, the University is a signatory to the Mawson Lakes Economic Development Project. The Commitment Deed requires the
University to make best endeavours to support the project through land swaps and future developments.

Joint Venture Entities
The University has an interest in a number of joint venture entities as described below.

The University's interest in joint ventures is by note disclosure only, as these interests are immaterial in relation to the University’'s
core activities.

(b)

(©)

(d)

(e)

()

)]

(h)

0

Reporting Ownership Interest

Date 2001 2000

Percent Percent

AARNet Pty Ltd 31 December 2.7 2.7
AITEC Pty Ltd 31 December 13.1 25
CRCSS 30 June 24 24
CRCIMST 30 June 7 7
CRCRET 30 June 8.3 8.3
CRCST Pty Ltd 30 June 4 4
CSSIP 30 June 5.2 5.2
CWQT 30 June 6 6
GUA Ltd 31 December 10 10
m.Net Ltd 30 June 5 -
Ngapartji Pty Ltd 30 June 10 10
OLA Pty Ltd 31 December 14.3 12.5
SAARDNet 31 December 20 20
SACRRH 31 December 50 50
SATAC 30 June 25 25

Australian Academic and Research Network Pty Ltd (AARNet Pty Ltd)
AARNet Pty Ltd is a joint venture of 37 universities and CSIRO and was formed to provide management, technical and
administrative expertise to members for the operation and development of their internet sites.

Australian Information Technology Engineering Centre Pty Ltd (AITEC Pty Ltd)

AITEC Pty Ltd is jointly owned by the University of Adelaide, the Flinders University of South Australia, the South
Australian Minister of Education, Employment and Training and the University of South Australia and two private entities.
It creates educational programs designed to significantly increase the productivity of engineers employed in the
Australian Information and Technology industries.

Cooperative Research Centre for Satellite Systems (CRCSS)

The CRCSS is a national cooperative research centre. Its mission is to deliver a new sustainable advantage for
Australian industries and government agencies involved in services based on the applications of future generations of
small satellites.

Cooperative Research Centre for Intelligent Manufacturing Systems and Technologies (CRCIMST)

The CRCIMST is a national cooperative research centre. Its purpose is to establish a world class research centre with
representation from both industry and universities in areas of research that are directed at industry manufacturing
methodologies and technologies.

Cooperative Research Centre for Railway Engineering and Technologies (CRCRET)

The CRCRET is a national cooperative research centre. lts purpose is to promote the development of an internationally
competitive, efficient and sustainable rail service to facilitate the development of an Australian export industry in railway
technologies.

Cooperative Research Centre for Sustainable Tourism Pty Ltd (CRCST Pty Ltd)

The CRCST is a national cooperative research centre. Its mission is to develop and manage intellectual property to
deliver innovation to the community and government to enhance the environment, economic and social sustainability of
tourism.

Cooperative Research Centre for Sensor Signal and Information Processing (CSSIP)
The CSSIP is a national cooperative research centre. Its purpose is to provide research and postgraduate education in
signal and information processing for sensors.

Centre for Water Quality and Treatment (CWQT)

The CWQT is a national cooperative research centre. Its purpose is to enhance scientific and technological capabilities,
support scientific res