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Issues of importance that are included in this Part of this Report include matters that arose during the
course of audit that have been referred to senior agency management and other matters that are of public
interest.

Those matters that are regarded as being more significant are listed below. This list is not exhaustive as
many other issues are reported in 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.
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Defence SA

Functional responsibility

Establishment

Defence SA is an administrative unit established pursuant to the PSA, and is responsible to the Minister
for Defence Industries.

The Defence SA Advisory Board provides high-level advice to the Government of South Australia on
strategy and policy required to deliver defence industry and facility growth in South Australia.

Functions

The functions of Defence SA are to:

. facilitate the development and growth of a competitive and sustainable defence industry in South
Australia in accordance with South Australia’s Strategic Plan objectives

. deliver the Government of South Australia’s commitments to the Air Warfare Destroyer project

. maximise Defence presence, including personnel and facilities, in South Australia.

Further details of Defence SA’s functions are contained in note 1 to the financial statements.

Audit mandate and coverage
Audit authority

Audit of the financial report

Section 31(1)(b) of the PFAA provides for the Auditor-General to audit the accounts of Defence SA for
each financial year.

Assessment of controls

Section 36(1)(a)(iii) of the PFAA provides for the Auditor-General to assess the controls exercised by
Defence SA in relation to the receipt, expenditure and investment of money, the acquisition and
disposal of property and the incurring of liabilities.

This assessment also considers whether internal controls are consistent with the Tls with particular
focus on Tls 2 and 28.

Scope of the audit

The audit program covered major financial systems to obtain sufficient evidence to form an opinion on
the financial report and internal controls.

During 2013-14, specific areas of audit attention included:

. payroll

. accounts payable
. cash

. general ledger

. revenue

. fixed assets.
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Audit findings and comments

Auditor’s report on the financial report

In my opinion, the financial report gives a true and fair view of the financial position of Defence SA as
at 30 June 2014, its financial performance and its cash flows for the year then ended in accordance with
the Treasurer’s Instructions promulgated under the provisions of the Public Finance and Audit Act 1987
and Australian Accounting Standards.

Assessment of controls

In my opinion, the controls exercised by Defence SA in relation to the receipt, expenditure and
investment of money, the acquisition and disposal of property and the incurring of liabilities are
sufficient to provide reasonable assurance that the financial transactions of Defence SA have been
conducted properly and in accordance with law.

Communication of audit matters

The audit did not identify any notable matters requiring communication in a management letter to
Defence SA’s Chief Executive Officer.

Shared Services SA — financial systems and transaction processing environments

SSSA processes financial transactions on behalf of Defence SA under service level determinations. The
main systems and control environments include accounts payable, payroll and general ledger financial
functions.

Last year’s Report made specific comment on the progress being taken by SSSA to remediate key
control weaknesses raised in prior years for the systems and control environments, in order to achieve a
satisfactory ongoing standard of control operation over financial transaction processing.

As discussed in the commentary under ‘Department of the Premier and Cabinet’ elsewhere in Part B of
this Report, Audit review and evaluation of controls for the SSSA main accounts payable and payroll
systems and environments concluded that controls met a generally satisfactory standard for 2013-14.
Notwithstanding this overall conclusion, there were some specific matters that were raised with SSSA
for corrective action and review for process and procedural improvement. The matters did not relate to
Defence SA transaction processing.

Interpretation and analysis of the financial report

Highlights of the financial report

2014 2013
$’million $’million

Expenses
Employee benefits expenses 5 5
Supplies and services 6 6
Depreciation and amortisation 8 7
Other expenses 1 1
Total expenses 20 19
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2014 2013

$’million $’million
Income
Revenues from fees and charges 4 3
Grants - 1
Total income 4 4
Net cost of providing services (16) (15)
Revenues from (Payments to) SA Government
Revenues from SA Government 16 22
Payments to SA Government (14) -
Net result and total comprehensive result (14) 7
Assets
Current assets 17 26
Non-current assets 252 257
Total assets 269 283
Liabilities
Current liabilities 1 2
Non-current liabilities 1 -
Total liabilities 2 2
Total equity 267 281

Statement of Financial Position

Defence SA’s main assets are the Techport Australia harbour and port facilities, $220 million
($227 million) and land, $21.9 million ($21.9 million).

Capital works in progress of $3.3 million ($822 000) includes $2.5 million relating to the Common User
Facility expansion. Capital works in progress projects completed during the year totalled $1 million
($5.1 million) and were transferred from capital works in progress to plant and equipment and harbour
and port facilities.

Statement of Cash Flows

The following table summarises the net cash flows for the four years to 2014.

2014 2013 2012 2011
$’million $’million $’million $’million

Net cash flows
Operating (6) 15 184 17
Investing 3 3 (12) a7
Financing - - (180) 13
Change in cash 9 12 (8) 13
Cash at 30 June 17 26 14 22

Defence SA’s cash at 30 June 2014 comprises a Defence SA operating account of $4.3 million
($14.8 million) and an accrual appropriation excess fund of $12.3 million ($11.3 million). The accrual
appropriation excess fund is not available for general use and can only be used in accordance with the
Treasurer’s or Under Treasurer’s approval.

The decrease in cash is due to a return of surplus cash of $13.7 million pursuant to the cash alignment
policy. These funds were directly paid to the Consolidated Account.
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Statement of Comprehensive Income
for the year ended 30 June 2014

2014 2013
Note $°000 $°000
Expenses:
Employee benefits expenses 5 4 876 4750
Supplies and services 6 6578 6 229
Depreciation and amortisation 7 7968 7241
Net loss from the disposal of non-current assets 8 30 -
Grants and subsidies 9 1135 1231
Other expenses 10 221 131
Total expenses 20808 19 582
Income:
Revenues from fees and charges 12 3887 3533
Grants 13 64 720
Techport Australia recoveries 14 222 125
Property revenues 15 8 146
Other income 16 126 191
Total income 4 307 4715
Net cost of providing services 29 (16 501) (14 867)
Revenues from (Payments to) SA Government:
Revenues from SA Government 17 16 498 21842
Payments to SA Government 17 (13 687) -
Net result (13 690) 6975
Total comprehensive result (13 690) 6975

Net result and total comprehensive result are attributable to the SA Government as owner
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as at 30 June 2014

Defence SA

Current assets:
Cash
Receivables
Total current assets

Non-current assets:
Land

Buildings and improvements, plant and equipment

Harbour and port facilities

Capital works in progress
Total non-current assets
Total assets

Current liabilities:
Payables
Employee benefits
Other current liabilities
Total current liabilities

Non-current liabilities:
Payables
Employee benefits
Other non-current liabilities
Total non-current liabilities
Total liabilities
Net assets

Equity:
Contributed capital
Retained earnings
Total equity

Total equity is attributable to the SA Government as owner

Unrecognised contractual commitments

Contingent assets and liabilities

Note

18
19

20,21

20,21

20,21
22

23
24
25

23
24
25

26
27

2014 2013
$°000 $°000
16 592 26 068
431 564

17 023 26 632
21870 21870
6 520 6 820
220 493 227 130
3300 822
252 183 256 642
269 206 283 274
1076 1556
345 328

21 21
1442 1905
30 23

486 387

20 41

536 451
1978 2 356
267 228 280918
101 823 101 823
165 405 179 095
267 228 280918
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Statement of Changes in Equity
for the year ended 30 June 2014

Contributed Retained

capital earnings Total

$°000 $’000 $°000
Balance at 30 June 2012 101 823 172 120 273943
Net result for 2012-13 - 6 975 6975
Total comprehensive result for 2012-13 - 6 975 6975
Balance at 30 June 2013 101 823 179 095 280918
Net result for 2013-14 - (13 690) (13 690)
Total comprehensive result for 2013-14 - (13 690) (13 690)
Balance at 30 June 2014 101 823 165 405 267 228

All changes in equity are attributable to the SA Government as owner
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Statement of Cash Flows
for the year ended 30 June 2014

Defence SA

Cash flows from operating activities:

Cash outflows:
Employee benefit payments

Payments for supplies and services

Payment of grants and subsidies

GST paid to the ATO and suppliers

Note

Payments for Paid Parental Leave Scheme

Cash used in operations
Cash inflows:
Grants
Fees and charges
Techport Australia recoveries
Property revenues

GST recovered from the ATO and customers
Receipts for Paid Parental Leave Scheme

Other receipts

Cash generated from operations

Cash flows from SA Government:
Receipts from SA Government
Payments to SA Government

Cash generated from SA Government
Net cash provided by (used in) operating activities 29

Cash flows from investing activities:
Cash outflows:

Payments for property, plant and equipment
Payments for capital work in progress
Cash used in investing activities
Net cash provided by (used in) investing activities

Net increase (decrease) in cash
Cash at 1 July
Cash at 30 June

18,29

2014 2013
Inflows Inflows
(Outflows) (Outflows)
$’000 $’000
(4 750) (4 628)
(7171) (5917)
(981) (2 697)
(1548) (1633)
(16) -

(14 466) (14 875)
64 2 260
3859 3814
222 126

22 200
1507 1717
17 -

116 195
5807 8312
16 498 21842
(13 687) -
2811 21842

(5 848) 15 279
(@7) (42)
(3601) (3502)
(3 628) (3 544)
(3628) (3544)
(9 476) 11735
26 068 14 333
16 592 26 068
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Disaggregated Disclosures - Expenses and Income
for the year ended 30 June 2014

(Activities - refer note 4)

Expenses:
Employee benefits expenses
Supplies and services
Depreciation and amortisation
Net loss from the disposal of
non-current assets
Grants and subsidies
Other expenses
Total expenses
Income:
Revenues from fees and charges
Grants
Techport Australia recoveries
Property revenues
Other income
Total income
Net cost of providing services

Revenues from (Payments to)
SA Government:

Revenues from SA Government®
Payments to SA Government
Net result

1 2 Total
2014 2013 2014 2013 2014 2013
$’000 $’000 $’000 $’000 $’000 $’000
3537 3587 1339 1163 4 876 4750
2926 2998 3652 3231 6578 6229
122 120 7 846 7121 7 968 7241
- - 30 - 30 -
1135 1231 - - 1135 1231
111 129 110 2 221 131
7831 8 065 12 977 11517 20 808 19 582
16 22 3871 3511 3887 3533
- - 64 720 64 720
- - 222 125 222 125
8 146 - - 8 146
124 191 2 - 126 191
148 359 4159 4 356 4 307 4715
(7 683) (7 706) (8 818) (7 161) (16 501) (14 867)
16 498 21842 - - 16 498 21842
(13 687) - - - (13 687) -
(4872) 14 136 (8 818) (7 161) (13 690) 6975

@ Revenues from SA Government are provided to fund the operating activities of Defence SA and have not been

allocated between activities.

Disaggregated Disclosures - Assets and Liabilities

as at 30 June 2014
(Activities - refer note 4) 1 2 Total

2014 2013 2014 2013 2014 2013
Assets: $’000 $’000 $’000 $’000 $’000 $’000
Cash 16 592 26 068 - - 16 592 26 068
Receivables 118 218 313 346 431 564
Land - - 21 870 21 870 21 870 21 870

Buildings and improvements, plant
and equipment 235 357 6 285 6 463 6 520 6 820
Harbour and port facilities - - 220 493 227 130 220 493 227 130
Capital works in progress - - 3300 822 3300 822
Total assets 16 945 26 643 252 261 256 631 269206 283274

Liabilities:

Payables 520 902 586 677 1106 1579
Employee benefits 629 588 202 127 831 715
Other liabilities 41 62 - - 41 62
Total liabilities 1190 1552 788 804 1978 2 356
Net assets 15 755 25091 251 473 255 827 267228 280918
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Notes to and forming part of the financial statements

Objectives of Defence SA

Defence SA is South Australia’s lead government agency for all defence related matters. It facilitates the
development and growth of Defence and defence industries in South Australia on a competitive and sustainable basis
in accordance with South Australia’s Strategic Plan.

Defence SA delivers the Government of South Australia’s commitments to the Air Warfare Destroyer (AWD)
project, as well as working towards capturing further Defence and defence industry work in the four defence sectors -
maritime, land, aerospace and systems.

Defence SA is also striving to ensure the right climate exists for defence industry growth, and is working with several
partners to deliver results for industry in the areas of workforce development and innovation.

Summary of significant accounting policies
(@) Statement of compliance
Defence SA has prepared these financial statements in compliance with section 23 of the PFAA.

The financial statements are general purpose financial statements. The accounts have been prepared in
accordance with relevant AASs and comply with Tls and APSs promulgated under the provisions of the
PFAA.

Defence SA has applied AASs that are applicable to not-for-profit entities, as Defence SA is a not-for-profit
entity. AASs and interpretations that have recently been issued or amended but are not yet effective have not
been adopted by Defence SA for the reporting period ending 30 June 2014 (refer note 3).

(b)  Basis of preparation
The preparation of the financial statements requires:

. the use of certain accounting estimates and requires management to exercise its judgement in the
process of applying Defence SA’s accounting policies. The areas involving a higher degree of
judgement or where assumptions and estimates are significant to the financial statements are outlined in
the applicable notes

. accounting policies are selected and applied in a manner which ensures that the resulting financial
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the
underlying transactions or other events are reported

. compliance with APSs issued pursuant to section 41 of the PFAA. In the interest of public
accountability and transparency the APSs require the following note disclosures, which have been
included in these financial statements:

(@)  revenues, expenses, financial assets and liabilities where the counterparty/transaction is with an
entity within the SA Government as at reporting date, classified according to their nature

(b)  expenses incurred as a result of engaging consultants
(c)  employee TVSP information

(d)  employees whose normal remuneration is equal to or greater than the base executive
remuneration level (within $10 000 bandwidths) and the aggregate of the remuneration paid or
payable or otherwise made available, directly or indirectly by the entity to those employees

(e)  board/committee member and remuneration information, where a board/committee member is
entitled to receive income from membership other than a direct out-of-pocket reimbursement.

Defence SA’s Statement of Comprehensive Income, Statement of Financial Position and Statement of Changes
in Equity have been prepared on an accrual basis and are in accordance with historical cost convention, except
for certain assets that were valued in accordance with the valuation policy applicable.

The Statement of Cash Flows has been prepared on a cash basis.

The financial statements have been prepared based on a 12 month period and presented in Australian currency.

The accounting policies set out below have been applied in preparing the financial statements for the year
ended 30 June 2014 and the comparative information presented.
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(©

(d)

(€)

®

()

(h)

Reporting entity
Defence SA is a government agency of the State of South Australia, established pursuant to the PSA.
Defence SA is an administrative unit acting on behalf of the Crown and has no subsidiaries.

Comparative information
The presentation and classification of items in the financial statements are consistent with prior periods except
where specific accounting standards and/or APSs have required a change.

Where presentation or classification of items in the financial statements have been amended, comparative
figures have been adjusted to conform to changes in presentation or classification in these financial statements
unless impracticable.

Rounding
All amounts in the financial statements and accompanying notes have been rounded to the nearest thousand
dollars ($°000).

Taxation
Defence SA is not subject to income tax. Defence SA is liable for payroll tax, FBT, GST, the Emergency
Services levy and local government rate equivalents.

Income, expenses and assets are recognised net of the amount of GST except:

. when the GST incurred on a purchase of goods or services is not recoverable from the ATO, in which
case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item
applicable

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

The amount of GST recoverable from the ATO is included as part of receivables and the amount payable to
the ATO is included as part of payables in the Statement of Financial Position.

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

Unrecognised contractual commitments and contingencies are disclosed net of the amount of GST recoverable
from, or payable to, the ATO. If GST is not payable to, or recoverable from, the ATO, the commitments and
contingencies are disclosed on a gross basis.

Events after the reporting period

Adjustments are made to amounts recognised in the financial statements where an event occurs after 30 June
and before the date the financial statements are authorised for issue, where the event provides information
about conditions that existed at 30 June.

Note disclosure is made about events between 30 June and the date the financial statements are authorised for
issue where the events relate to a condition which arose after 30 June and which may have a material impact
on the results of subsequent years.

Income
Income is recognised to the extent that it is probable that the flow of economic benefits to Defence SA will
occur and can be reliably measured.

Income has been aggregated according to its nature and has not been offset unless required or permitted by a
specific accounting standard, or where offsetting reflects the substance of the transaction or other event.

The following are specific recognition criteria:

Revenues from fees and charges
Revenues from fees and charges are derived from the provision of goods and services to external entities. This
revenue is recognised upon delivery of the service to the clients or by reference to the stage of completion.

Revenues from SA Government

Appropriations to fund activities are recognised as revenues when Defence SA obtains control over the
funding. Control over appropriations is normally obtained upon receipt. Where money has been appropriated
in the form of an equity contribution, the Treasurer has acquired a financial interest in the net assets of
Defence SA and the appropriation is recorded as contributed capital.
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Property revenues
Rental income is derived from property holdings and includes lease income and recoveries of tenant outgoings.
Lease income is accounted for on a straight-line basis over the lease term.

Other income
Other income consists of recoveries of costs for work performed on behalf of external entities.

Expenses

Expenses are recognised to the extent that it is probable that the flow of economic benefits from Defence SA
will occur and can be reliably measured. Expenses have been aggregated according to their nature and have
not been offset unless required or permitted by a specific accounting standard, or where offsetting reflects the
substance of the transaction or other event.

The following are specific recognition criteria:

Employee benefits expenses
Employee benefits expenses include all costs related to employment including wages and salaries,
non-monetary benefits and leave entitlements. These are recognised when incurred.

Superannuation

The amount charged to the Statement of Comprehensive Income represents the contributions made by
Defence SA to several State Government and externally managed superannuation schemes in respect of
current services of current Defence SA staff.

Depreciation and amortisation
All non-current assets, having a limited useful life, are systematically depreciated/amortised over their useful
lives in a manner that reflects the consumption of their service potential.

Amortisation is applied to leasehold improvements. Depreciation is applied to other tangible assets.
Defence SA has no recognised intangible assets.

Assets’ residual values, useful lives and depreciation/amortisation methods are reviewed and adjusted if
appropriate, on an annual basis.

Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for prospectively by changing the time period or method, as appropriate,
which is a change in accounting estimate.

The value of leasehold improvements is amortised over the estimated useful life of each improvement, or the
unexpired period of the relevant lease, whichever is shorter.

Land and non-current assets held for sale are not depreciated.

Depreciation/Amortisation is calculated on a straight-line basis over the estimated useful life of the classes of
assets as follows:

Class of asset Useful life (years)
Harbour and port facilities 5-50
Buildings and improvements 6-40
Leasehold improvements Life of lease
Plant and equipment 4-25

Net gain (loss) from the disposal of non-current assets

The net gain or loss from the disposal of non-current assets is recognised when control of the asset has passed
to the buyer or the asset is derecognised and is determined by comparing proceeds with the carrying amount.
When revalued assets are sold, the revaluation surplus is transferred to retained earnings.

Grants and subsidies

For contributions payable, the contribution will be recognised as a liability and expense when Defence SA has
a present obligation to pay the contribution and the expense recognition criteria are met. All contributions paid
by Defence SA have been unconditional.
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Payments to SA Government
Payments to the SA Government consists of the return of surplus cash pursuant to the cash alignment policy.
These funds are paid directly to the Consolidated Account.

Current and non-current classification

Assets and liabilities are characterised as either current or non-current in nature. Defence SA has established a
clearly identifiable operating cycle of 12 months. Assets and liabilities that are sold, consumed or realised as
part of the normal operating cycle, even when they are not expected to be realised within 12 months after the
reporting date, have been classified as current assets or current liabilities. All other assets and liabilities are
classified as non-current.

Where asset and liability line items combine amounts expected to be realised within 12 months and more than
12 months, Defence SA has separately disclosed the amounts expected to be recovered or settled after more
than 12 months.

Assets

Assets have been classified according to their nature and have not been offset unless required or permitted by a
specific accounting standard, or where offsetting reflects the substance of the transaction or other event. Where
an asset line item combines amounts expected to be settled within 12 months and more than 12 months,
Defence SA has separately disclosed the amounts expected to be recovered after more than 12 months.

Cash
Cash in the Statement of Financial Position comprises deposits with the Treasurer.

For the purposes of the Statement of Cash Flows, cash consists of cash as defined above.
Cash is measured at nominal value.

Receivables

Receivables include amounts receivable from goods and services, GST input tax credits recoverable,
prepayments and other accruals. Receivables arise in the normal course of selling goods and services to other
government agencies and to the public. Receivables are generally settled within 30 days after the issue of an
invoice or the goods/services have been provided under a contractual arrangement. Collectability of
receivables is reviewed on an ongoing basis. An allowance for doubtful debts is raised when there is objective
evidence that Defence SA will not be able to collect the debt. Bad debts are written off when identified.

Capital works in progress

During the period work continued on the development of infrastructure to support the AWD construction
program in accordance with the Infrastructure Assistance Agreement and other defence and industrial
developments. Defence SA accounts for expenses associated with all capital projects as work in progress until
the assets are installed and ready for use. On completion the assets are recognised in accordance with
non-current asset acquisition and recognition (refer below).

Non-current asset acquisition and recognition
Non-current assets are initially recorded at cost or at the value of any liabilities assumed, plus any incidental
cost involved with the acquisition.

Harbour and port facilities including wharf, shiplift, transfer system and dry berth are considered specialised
assets and are recorded at cost less accumulated depreciation. Other asset classes are subsequently measured at
fair value less accumulated depreciation.

Where assets are acquired at no value, or minimal value, they are recorded at fair value in the Statement of
Financial Position. However, if the assets are acquired at no or nominal value as part of a restructuring of
administrative arrangement then the assets are recognised at book value, ie the amount recorded by the
transferor public authority immediately prior to the restructure.

All non-current tangible assets with a value equal to or in excess of $10 000 are capitalised.

Complex assets are componentised when the asset’s fair value at the time of acquisition is equal to, or in
excess of, $5 million for infrastructure assets and $1 million for other assets.

Assets have been componentised where appropriate to recognise their unique nature and useful lives.
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Revaluation of non-current assets

All non-current tangible assets are valued at written down current cost (a proxy for fair value) and revaluation
of non-current assets or group of assets (excluding specialised assets) will only be performed when the assets’
fair value at the time of acquisition is greater than $1 million and estimated useful life is greater than three
years. The Treasurer has approved that specialised assets will not need to be revalued until 30 June 2024.

Every three years Defence SA revalues its land and buildings via an independent Certified Practising Valuer.
If at any time management considers that the carrying amount of an asset materially differs from its fair value,
then the asset will be revalued regardless of when the last revaluation took place. Non-current tangible assets
that are acquired between revaluations are held at cost until the next valuation, where they are revalued to fair
value. Defence SA’s land, buildings and associated plant and equipment were last revalued in the year ended
30 June 2012.

Any revaluation increment is credited to the revaluation surplus, except to the extent that it reverses a
revaluation decrease in the same asset class previously recognised as an expense, in which case the increase is
recognised as income. Any revaluation decrease is recognised as an expense, except to the extent that it
offsets a previous revaluation increase for the same asset class, in which case the decrease is debited directly to
the revaluation surplus to the extent of the credit balance existing in the revaluation surplus for that asset class.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amounts of the
assets and the net amounts are restated to the revalued amounts of the assets.

Upon disposal or derecognition, any revaluation surplus relating to an asset is transferred to retained earnings.

Impairment

All non-current tangible assets are tested for indication of impairment at each reporting date. Where there is an
indication of impairment, the recoverable amount is estimated. An amount by which the asset’s carrying
amount exceeds the recoverable amount is recorded as an impairment loss.

For revalued assets, an impairment loss is offset against the respective revaluation surplus.

Fair value measurement

AASB 13 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants, in the principal or most advantageous market, at the
measurement date.

Defence SA classifies fair value measurement using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements, based on the data and assumptions used in the
most recent revaluation:

Level 1: traded in active markets and is based on unadjusted quoted prices in active markets for identical
assets or liabilities that the entity can access at measurement date.

Level 2: not traded in an active market and are derived from inputs (inputs other than quoted prices
included within level 1) that are observable for the asset, either directly or indirectly.

Level 3: not traded in an active market and are derived from unobservable inputs.
The valuation processes and fair value changes are reviewed at each reporting date.

Non-financial assets

In determining fair value, Defence SA has taken into account the characteristic of the asset (eg condition and
location of the asset and any restrictions on the sale or use of the asset); and the asset’s highest and best use
(that is physically possible, legally permissible, financially feasible).

Defence SA’s current use is the highest and best use of the asset unless other factors suggest an alternative use
is feasible. As Defence SA did not identify any factors to suggest an alternative use, fair value measurement is
based on current use.

The carrying amount of non-financial assets with a fair value at the time of acquisition that was less than
$1 million or had an estimated useful life that was less than three years are deemed to approximate fair value.

Financial assets/liabilities
Defence SA does not recognise any financial assets or financial liabilities at fair value.
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Liabilities

Liabilities have been classified according to their nature and have not been offset unless required or permitted
by a specific accounting standard, or where offsetting reflects the substance of the transaction or other event.
Where a liability line item combines amounts expected to be settled within 12 months and more than
12 months, Defence SA has separately disclosed the amounts expected to be settled after more than 12 months.

Payables
Payables include creditors, accrued expenses, GST payable, employment on-costs and Paid Parental Leave
Scheme payable.

Creditors represent invoices for goods and services received prior to the end of the reporting period that are
unpaid at the end of the reporting period. Accrued expenses represent goods and services provided by other
parties during the period that are unpaid at the end of the reporting period and where an invoice has not been
received.

The Paid Parental Leave Scheme payable represents amounts which Defence SA has received from the
Commonwealth Government to forward on to eligible employees via Defence SA’s standard payroll processes.
That is, Defence SA is acting as a conduit through which the payment to eligible employees is made on behalf
of the Family Assistance Office.

All payables are measured at their nominal amount, are unsecured and are normally settled within 30 days
from the date of the invoice or date the invoice is first received, in accordance with Tl 11. Employee benefit
on-costs include superannuation contributions and payroll tax in respect of outstanding liabilities for salaries
and wages, LSL, annual leave and SERL.

Defence SA makes contributions to several State Government and externally managed superannuation
schemes. 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 respective superannuation schemes. The only liability
outstanding at reporting date relates to any contributions due but not yet paid to these superannuation schemes.

Leases
The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement.

. Operating leases
Operating lease payments are recognised as an expense in the Statement of Comprehensive Income
over the term of the lease.

. Lease incentives
All incentives received for the agreement of a new or renewed operating lease are recognised as a
liability.

The aggregate benefits of lease incentives received by Defence SA in respect of operating leases have
been recorded as a reduction of rental expense over the lease term, on a straight-line basis.

Employee benefits

These benefits accrue for employees as a result of services provided up to the reporting date that remain
unpaid. Long-term employee benefits are measured at present value and short-term employee benefits are
measured at nominal amounts.

. Wages, salaries, annual leave, SERL and sick leave
The liability for salary and wages is measured as the amount unpaid at the reporting date at
remuneration rates current at the reporting date.

The annual leave liability and the SERL liability is expected to be payable within 12 months and is
measured at the undiscounted amount expected to be paid. In the unusual event where salary and
wages, annual leave and SERL liability are payable later than 12 months, the liability will be measured
at present value.

No provision has been made for sick leave as all sick leave is non-vesting and the average sick leave

expected to be taken in future years by employees is estimated to be less than the annual entitlement for
sick leave.
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. LSL
The liability for LSL is measured as the present value of expected future payments to be made in
respect of services provided by employees up to the end of the reporting period using the projected unit
credit method.

The estimated liability for LSL is based on actuarial assumptions over expected future salary and wage
levels, experience of employee departures and years of service.

These assumptions are based on employee data over SA Government entities.

Expected future payments are discounted using market yields at the end of the reporting period on
government bonds with durations that match, as closely as possible, the estimated future cash outflows.

The LSL provision is classified as current or non-current based on the conditional and unconditional
percentages respectively as per the actuarial calculations based on whole-of-government experience.

. Employee benefit on-costs
Employee benefit on-costs (payroll tax and superannuation) are recognised separately under payables.

Provisions

Provisions are recognised when Defence SA has a present obligation as a result of a past event, it is probable
that an outflow of resources embodying economic benefits will be required to settle the obligation and a
reliable estimate can be made of the amount of the obligation.

When Defence SA expects some or all of the provision to be reimbursed, the reimbursement is recognised as a
separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is
presented in the Statement of Comprehensive Income net of any reimbursement.

Provisions are measured at the present value of management’s best estimate of the expenditure required to
settle the present obligation at the reporting date. If the effect of the time value of money is material,
provisions are discounted for the time value of money and the risks specific to the liability.

Workers compensation

Defence SA is responsible for payments of workers compensation claims. Defence SA has a service level
agreement with the Public Sector Workforce Relations Division of DPC to undertake injury management and
rehabilitation services in the event of a claim.

Insurance
Defence SA has arranged, through SAICORP, a division of SAFA, to insure all major risks of Defence SA.
The excess payable under this arrangement is $5000 per claim.

Unrecognised contractual commitments and contingent assets and liabilities
Commitments include operating, capital and outsourcing arrangements arising from contractual or statutory
sources and are disclosed at their nominal value.

Contingent assets and contingent liabilities are not recognised in the Statement of Financial Position, but are
disclosed by way of a note and, if quantifiable, are measured at nominal value. Defence SA secures
performance guarantees in support of contractor performance.

No value is assigned to these guarantees for financial statement purposes as they will only be called upon in
the event that the contractor fails to fulfil their agreed contractual commitments.

New and revised accounting standards and policies
Defence SA did not voluntarily change any of its accounting policies during 2013-14.

In accordance with the new AASB 13, which became effective for the first time in 2013-14, Defence SA has:

reviewed its fair value valuation techniques (both internal estimates and independent valuation appraisal) for
non-financial assets to ensure they are consistent with the standard. Previously, Defence SA has used the cost
approach or the market approach to determine fair value. Defence SA will continue to measure its
non-financial assets using either the cost or market approach. The application of AASB 13 has not had a
material impact on the fair value measurements
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3. New and revised accounting standards and policies (continued)

. included additional disclosures where required to assist users in assessing the valuation techniques and inputs
used to ascertain fair value measurements used for asset and liability measurements.

Fair value hierarchy and other information is provided in notes 18, 19, 20, 21, 23 and 31. AASs and interpretations
that have recently been issued or amended but are not yet effective, have not been adopted by Defence SA for the
year ending 30 June 2014. Defence SA has assessed the impact of the new and amended standards and interpretations
and considers there will be no impact on the accounting policies or the financial statements of Defence SA.

4. Activities of Defence SA
Activity information is prepared in accordance with the accounting policies of the entity as disclosed in note 2.

In achieving its objectives Defence SA provides a range of services classified into the following activities:

Activity 1:  Defence Industry Development
This activity delivers strategy and policy which, together with the Defence SA Advisory Board,
provides leadership across State Government on all defence-related matters.
It also targets business development opportunities and provides Defence SA’s administrative, financial
and other operational services.
This activity seeks to support the growth of Defence and sustainable defence industries in South
Australia across the maritime, land, aerospace and systems sectors.
Activity 2:  Techport Australia
This activity delivers the State’s shipbuilding infrastructure commitment to the AWD project and
reinforces Techport Australia as Australia’s premier naval industry hub.
The disaggregated disclosures schedules present expenses, income, assets and liabilities information
attributable to each of the activities for the years ended 30 June 2014 and 30 June 2013.
5. Employee benefits expenses 2014 2013
Note $°000 $°000
Salaries and wages 3488 3263
TVSPs (refer below) - 93
LSL 103 148
Annual leave 291 279
SERL 3 4
Employment on-costs - superannuation 346 323
Employment on-costs - other 219 212
Advisory Board and committee fees 28 351 362
Workers compensation 3 -
Other employee related expenses 72 66
Total employee benefits expenses 4876 4750
TVSPs
Amount paid during the reporting period to separated employees:
TVSPs - 93
Annual leave and LSL paid to those employees - 5
98
Recovery from DTF - (98)

Net cost to Defence SA -

The number of employees who received a TVSP during the reporting period was 0 (1).

Remuneration of employees 2014 2013
The number of employees whose total remuneration received or receivable falls Number Number
within the following bands:

$141 500 - $151 499 - 1
$151 500 - $161 499 - 1
$161 500 - $171 499 2 1
$171 500 - $181 499 1 3
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Remuneration of employees (continued) 2014 2013
Number Number

$181 500 - $191 499 3 1
$191 500 - $201 499 1 2
$211 500 - $221 499 2 1
$221 500 - $231 499 - 1
$241 500 - $251 499 1 -
$551 500 - $561 499 - 1
$571 500 - $581 499 1 -
Total 11 12

The table includes all employees who received remuneration equal to or greater than the base executive remuneration
level during the year. Remuneration of employees reflects all costs of employment including salaries and wages,
payments in lieu of leave, superannuation contributions, salary sacrifice benefits and fringe benefits and any FBT paid
or payable in respect of those benefits. The total remuneration received by these employees for the year was

$2.512 million ($2.582 million).

Supplies and services 2014 2013
$’000 $’000

Accommodation and service costs 325 317
Consultants (refer below) 399 224
Contractors 791 485
Electricity 1044 976
Gas and gas equipment 154 135
Insurance 101 104
Legal fees 214 192
Minor plant and equipment 262 158
Promotion and events 795 1069
Property 359 366
Provision of corporate services under service level agreements 309 275
Security services 723 642
Staff safety, development and recruitment 145 187
Travel and related expenses 394 472
Other expenses 563 627
Total supplies and services 6578 6 229

The total supplies and services amount disclosed includes GST amounts not recoverable from the ATO where

Defence SA does not hold a valid tax invoice or for payments relating to third party arrangements.

Consultants 2014 2013
The number and dollar amount of consultants Number $’000 Number $’000
paid/payable that fell within the following bands:
Between $10 000 and $50 000 1 40 - -
Above $50 000 1 359 2 224
Total paid/payable to the consultants
engaged 2 399 2 224
Depreciation and amortisation 2014 2013
Depreciation: $°000 $°000
Buildings and improvements 212 201
Plant and equipment 88 86
Harbour and port facilities 7551 6 841
Total depreciation 7851 7128
Amortisation:
Leasehold improvements 117 113
Total amortisation 117 113
Total depreciation and amortisation 7968 7241
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Revision of accounting estimates

During the year, Defence SA reassessed the useful lives of harbour and port assets, resulting in a net reduction in the
estimated useful lives. This has resulted in an increase of $13 000 in the amount of depreciation calculated on these
assets in the 2013-14 financial year relative to the amount that would have been expensed based on the previous
estimates of useful lives. The higher depreciation expense will be reflected in future years.

A review of the capitalisation of the Common User Facility (CUF) identified minor discrepancies in depreciation for
a limited number of assets which resulted in additional depreciation of $476 000 being recognised for the year ended
30 June 2014.

Net loss from the disposal of non-current assets 2014 2013
Note $°000 $°000

Net book value of harbour and port assets disposed® 30 -
Total net loss from disposal of hon-current assets 30 -

W To comply with Lloyds of London certification one shiplift hoist wire rope was removed and tested to
destruction.

Grants and subsidies

Defence Teaming Centre 485 477
ASC AWD Shipbuilder Pty Ltd 650 644
Other - 110
Total grants and subsidies 1135 1231
Other expenses
Audit fees 11 41 43
Internal audit 83 56
Allowances for doubtful debts 19 92 -
Other 5 32
Total other expenses 221 131

Auditor’s remuneration
Audit fees paid/payable to the Auditor-General’s Department
relating to the audit of the financial statements 41 43

Total audit fees 41 43

Other services
No other services were provided by the Auditor-General’s Department.

Revenues from fees and charges

CUF priority access fee 2638 2603

Techport Australia other fees 1233 908

Urban Renewal Authority income 16 22
Total fees and charges 3887 3533

Grants

ASC AWD Shipbuilder Pty Ltd payment towards CUF infrastructure 63 717

Other 1 3
Total grants 64 720

Techport Australia recoveries

Other Techport Australia recoveries 222 125
Total Techport Australia recoveries 222 125

Property revenues

Rental income and recoveries” 8 146
Total property revenues 8 146

@ All income generating properties were transferred to the Urban Renewal Authority effective 1 March 2012.
Income for 2013-14 is for collection of residual 2011-12 outgoings.

444



16.

17.

18.

19.

Defence SA

Other income 2014 2013
Transfers received - Department of Further Education, Employment, $’000 $’000
Science and Technology 76 101
Other income 50 90
Total other income 126 191

Revenues from (Payments to) SA Government
Revenues from SA Government:

Appropriations from Consolidated Account pursuant to the Appropriation Act 16 482 21 695
Transfers received - DTF contingencies 16 147
Total revenues from SA Government 16 498 21842

Payments to SA Government:
Return of surplus cash pursuant to cash alignment policy (13 687) -

Total payments to SA Government (13 687) -

Appropriations from Consolidated Account were $16.498 million ($21.842 million) for operational funding.

Cash

Deposits with the Treasurer 4275 14 762

Deposits with the Treasurer - Accrual Appropriation Excess Funds Account® 12 317 11 306
Total cash 16 592 26 068

@ The balance of these funds is not available for general use and can only be used in accordance with the
Treasurer’s/Under Treasurer’s approval.

Interest rate risk
Deposits with the Treasurer are non-interest bearing. The carrying amount of cash represents fair value.

Receivables 2014 2013
Current: $’000 $’000
Receivables and accrued income 307 298
Allowance for doubtful debts (105) (13)
Prepayments 54 97
GST input tax recoverable 175 182
Total current receivables 431 564

Movement in the allowance for doubtful debts
The allowance for doubtful debts (allowance for impairment loss) is recognised when there is objective evidence that
a receivable is impaired.

An allowance for impairment loss has been recognised in other expenses in the Statement of Comprehensive Income
for specific debtors for which such evidence exists.

2014 2013

Movement in the allowance for doubtful debts (impairment loss): $°000 $’000
Carrying amount at 1 July 13 13
Increase in allowance 100 -
Amounts written off - -
Amounts recovered during the year (8) -
Carrying amount at 30 June 105 13

Interest rate and credit risk
Receivables are raised for all goods and services provided for which payment has not been received.

Receivables are normally settled within 30 days. Receivables, prepayments and accrued revenues are non-interest
bearing.

Other than as recognised in the allowance for doubtful debts, it is not anticipated that counterparties will fail to

discharge their obligations. The carrying amount of receivables approximates net fair value due to being receivable
on demand.
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Interest rate and credit risk (continued)
There is no concentration of credit risk.

(@)  Maturity analysis of receivables - refer note 31.
(b)  Categorisation of financial instruments and risk exposure information - refer note 31.

Property, plant and equipment 2014 2013
Land: $°000 $°000
Land only holdings at fair value 18 150 18 150
Land only holdings improvements at cost 3029 3029
Site land at fair value 600 600
Site land at cost 91 91
Total land 21870 21 870
Buildings and improvements:
Buildings at fair value 3425 3425
Buildings at cost® 2949 2949
Accumulated depreciation at 30 June (731) (519)
Total buildings and improvements 5643 5855
Leasehold improvements:
Leasehold improvements at cost 884 884
Accumulated amortisation at 30 June (659) (542)
Total leasehold improvements 225 342

Plant and equipment:

Plant and equipment at cost 1009 969
Accumulated depreciation at 30 June (357) (346)
Total plant and equipment 652 623
Total buildings and improvements, plant and equipment 6 520 6 820
Harbour and port facilities:
Harbour and port facilities at cost™® 251 399 250 501
Accumulated depreciation at 30 June (30 906) (23 371)
Total harbour and port facilities 220 493 227 130
Total property, plant and equipment 281 536 280 598
Total accumulated depreciation/amortisation at 30 June (32 653) (24 778)
Total property, plant and equipment 248 883 255 820

Valuation of land and buildings

The valuation of land and buildings was performed by an independent Certified Practising Valuer from Savills
Valuations Pty Ltd as at 29 February 2012. The valuer arrived at fair value using the market approach. The valuation
was based on recent market transactions for similar assets in the area taking into account zoning, restricted use and
development work completed as at the valuation date.

W All Techport Australia CUF assets (including buildings) are considered a specialised asset, are recorded at
written down current cost (a proxy for fair value) and have not been revalued.

Carrying amount of leasehold improvements and plant and equipment

All leasehold improvements and items of plant and equipment have a fair value at the time of acquisition that was less
than $1 million or had an estimated life of less than three years, and have not been revalued in accordance with
APF 1Il. The carrying value of these assets are deemed to approximate fair value. These assets are classified in
level 3 as there has been no subsequent adjustment to their value, except for management assumptions about the
assets condition and remaining useful life.

Impairment
There were no indications of impairment of infrastructure, property, plant and equipment as at 30 June 2014.

Reconciliation of property, plant and equipment
The following table shows the movement of property, plant and equipment during 2013-14.

446



21.

Defence SA

Reconciliation of property, plant and equipment (continued)

Harbour

Leasehold Plant and and port Total

Land Buildings imprvmnts  equipment facilities assets

2014 $’000 $’000 $°000 $’000 $’000 $°000

Carrying amount at 1 July 21870 5 855 342 623 227130 255 820

Acquisitions - - - 117 944 1061

Disposals - - - - (30) (30)

Depreciation/Amortisation - (212) (117) (88) (7 551) (7 968)

Carrying amount at 30 June 21870 5643 225 652 220 493 248 883
2013

Carrying amount at 1 July 18 841 6 040 437 682 231907 257 907

Acquisitions 3029 16 18 27 2064 5154

Depreciation/Amortisation - (201) (113) (86) (6 841) (7 241)

Carrying amount at 30 June 21870 5 855 342 623 227 130 255 820

Fair value measurement

Fair value hierarchy

The fair value hierarchy of non-financial assets must be estimated for recognition, measurement and for disclosure
purposes. Defence SA categorises non-financial assets measured at fair value into the hierarchy based on the level of
inputs used in measurement.

Fair value measurements recognised in the Statement of Financial Position are categorised into the following levels at
30 June 2014.

Defence SA has no valuations categorised into level 1.

Fair value measurements (refer notes 2(k) and 20)

2014 Level 2 Level 3 Total
Recurring fair value measurements: $°000 $°000 $’000
Land 18 750 3120 21 870
Buildings 2982 2661 5643
Leasehold improvements - 225 225
Plant and equipment - 652 652
Harbour and port facilities - 220 493 220 493
Total recurring fair value measurements 21732 227 151 248 883
2013
Recurring fair value measurements:
Land 18 750 3120 21870
Buildings 3110 2745 5855
Leasehold improvements - 342 342
Plant and equipment - 623 623
Harbour and port facilities - 227130 227130
Total recurring fair value measurements 21 860 233 960 255 820

There were no transfers of assets between level 2 and 3 fair value hierarchy level in 2013-14. Defence SA’s policy is
to recognise transfers into and out of fair value hierarchy levels as at the end of the reporting period.

Valuation techniques and inputs
Valuation techniques used to derive level 2 and 3 fair values are described in note 20. Unobservable inputs used in
determining fair value are useful lives and associated depreciation as described above.

There were no changes in valuation techniques during 2013-14.

Reconciliation of fair value measurements - level 3 Harbour
Leasehold Plant and and port

Land Buildings  imprvmnts equipment facilities

$’000 $’000 $’000 $’000 $’000

Opening balance at 1 July 3120 2745 342 623 227 130
Acquisitions - - - 117 75
Capitalised subsequent expenditure - - - - 869
Disposals - - - - (30)
Depreciation/Amortisation - (84) (117) (88) (7 551)
Closing balance at 30 June 3120 2661 225 652 220 493
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23.

24,

Capital works in progress 2014 2013
$’000 $’000
The balance of capital works in progress as at 30 June 3300 822

Capital works in progress includes planning, design and development work associated with CUF assets not yet
completed.

Reconciliation of capital works in progress
The following table shows the movement of capital works in progress during 2013-14.

Imprvmnts Harbour  Buildings and Total
to freehold and port leasehold  capital works
land facilities imprvmnts in progress
2014 $’000 $’000 $’000 $’000
Carrying amount at 1 July - 822 - 822
Acquisitions - 3512 - 3512
Reclassified as property, plant and equipment - (1034) - (1034)
Carrying amount at 30 June - 3300 - 3300
2013
Carrying amount at 1 July - 2533 - 2533
Acquisitions 1504 1861 36 3401
Reclassified as property, plant and equipment (1504) (3572) (36) (5112)
Carrying amount at 30 June - 822 - 822
Payables 2014 2013
Current: $’000 $’000
Creditors and accrued expenses 971 1442
Employment on-costs 58 55
GST payable 47 59
Total current payables 1076 1556
Non-current:
Employment on-costs 30 23
Total non-current payables 30 23
Total payables 1106 1579

Interest rate and credit risk

Creditors and accruals are raised for all amounts billed but unpaid. Sundry creditors are normally settled within
30 days. Employment on-costs are settled when the respective employee benefit that they relate to is discharged. All
payables are non-interest bearing. The carrying amount of payables represents fair value due to the amounts being
payable on demand.

(@)  Categorisation of financial instruments and risk exposure information - refer note 31.

Employee benefits 2014 2013
Current: $°000 $°000
Accrued salaries and wages 14 -
Annual leave 191 189
LSL 134 136
SERL 6 3
Total current employee benefits 345 328
Non-current:
LSL 486 387
Total non-current employee benefits 486 387
Total employee benefits 831 715

AASB 119 contains the calculation methodology for LSL liability. The actuarial assessment performed by DTF has
provided a set level of liability for the measurement of LSL. AASB 119 requires the use of the yield on long-term
Commonwealth Government bonds as the discount rate in the measurement of the LSL liability. The yield on
long-term Commonwealth Government bonds has decreased from 2013 (3.75%) to 2014 (3.5%).

This decrease in the bond yield, which is used as the rate to discount future LSL cash flows, results in an increase in
the reported LSL liability.
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Defence SA

Employee benefits (continued)

The net financial effect of the changes in the current financial year is an increase in the LSL liability of $14 000 and
employee benefit expense (including on-costs) of $15 000. The impact on future periods is impracticable to estimate
as the LSL liability is calculated using a number of assumptions. A key assumption is the long-term discount rate.

The actuarial assessment performed by DTF left the salary inflation rate at 4%. As a result, there is no net financial
effect from changes in the salary inflation rate.

Other liabilities 2014 2013
Current: $’000 $’000
Lease incentive 21 21
Total current other liabilities 21 21

Non-current:

Lease incentive 20 41
Total non-current other liabilities 20 41
Total other liabilities 41 62

Lease liabilities are due to SA Government entities and are effectively secured as the rights to the leased assets revert
to the lessor in the event of default.

Unrecognised contractual commitments
Capital commitments
Capital expenditure contracted for, as at the reporting date but not recognised
as liabilities in the financial statements, are payable as follows:
Within one year 1148 -

Total capital commitments 1148 -

Defence SA’s capital commitments are to various contractors providing design and construction services for the CUF
and Techport Australia.

Expenditure commitments - other
Operating expenditure commitments, as at the reporting date but not recognised
as liabilities in the financial statements, are payable as follows:

Within one year 2 656 2097
Later than one year but not longer than five years 5072 4 643
Later than five years 865 1574

Total other commitments 8 593 8314

Defence SA’s operating commitments reflect grant and fee for service contracts for defence industry development
and specialist technical and engineering advice.

Expenditure commitments - remuneration

Commitments for the payment of salaries and other remuneration under
fixed-term employment contracts in existence at the reporting date but not
recognised as liabilities are payable as follows:

Within one year 1716 3371
Later than one year but not longer than five years 2 086 3357
Total remuneration commitments 3802 6728

Amounts disclosed include commitments arising from executive and other service contracts. Defence SA does not
offer fixed-term employment contracts greater than five years.

Contingent assets and contingent liabilities
Contingent liabilities to which a value can be assigned
Contingent liabilities to which a value can be assigned 6 559 6 324

Total 6 559 6324

Techport Australia Commercial Campus (Stage One)

Defence SA facilitated the private sector delivery of the Techport Australia Commercial Campus pursuant to its
commitments to the AWD project and development of Techport Australia as Australia’s premier naval industry hub.
Stage One development includes the AWD Alliance’s AWD Systems Centre, Raytheon Australia’s SA Engineering
Centre and supporting commercial and retail accommodation.
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Techport Australia Commercial Campus (Stage One) (continued)

Related contractual commitments require Defence SA to accept novation of the residual lease period should ASC
AWD Shipbuilder Pty Ltd elect to vacate the premises between December 2019 and expiration of its initial 10-year
lease term in May 2020, which is considered unlikely.

AWD project - workforce assistance
The State’s contractual commitments with the Commonwealth in support of the AWD project includes
reimbursement of a portion of the shipbuilder’s payroll tax liability under certain terms and conditions.

Techport Australia 66kV Powerline Undergrounding project
Defence SA engaged Electranet Pty Ltd to place underground a section of 66kV powerlines along Mersey Road.

Subsequent to completion of the works, Electranet have issued a claim for additional unforeseen costs associated with
the contract. Defence SA is disputing the claim.

Contingent liabilities to which no value can be assigned

AWD project - CUF

The State has entered into an agreement with the Commonwealth for the construction of a CUF at Osborne to support
ASC AWD Shipbuilder Pty Ltd in the construction of three AWDs for the Royal Australian Navy. The agreement
indemnifies the Commonwealth from any third party losses or damages arising from a failure by the State to complete
the CUF in accordance with the agreed design and schedule or meet the agreed performance criteria. The likelihood
of non-performance is considered remote, and the State’s exposure is capped at $320 million.

Remuneration of Advisory Board and Committee members and related party disclosure
Members of the Defence SA Advisory Board during the financial year were:

ACM A Houston AC AFC GEN P Cosgrove AC MC (Chair)
(appointed Chair 29.01.14) (resigned 28.01.14)
Hon J Weatherill MP* Hon M Hamilton-Smith MP (appointed 28.05.14)
Hon J Snelling MP* (resigned 27.05.14) Dr I Chessell
VADM R Crane AO CSM RANR A Fletcher**
P Johnson MBE B Laughton
LTGEN P Leahy AC RADM T Ruting AM CSC RANR
Dr J White

Members of the Audit and Risk Management Committee during the financial year were:

C McSporran** (independent member/Chair) R Barnett**
A Blaskett** (independent member) B Laughton (independent member)
P Robertson (independent member)

The number of members whose remuneration received or receivable falls 2014 2013
within the following bands is: Number Number
$0 - $9 999 1 2
$20 000 - $29 999 - 1
$30 000 - $39 999 7 7
$40 000 - $49 999 1 -
$50 000 - $59 999 1 -
$70 000 - $79 999 - 1
Total 10 11

Remuneration of members reflects all costs of performing board/committee member duties including sitting fees,
superannuation contributions, salary sacrifice benefits and fringe benefits and any FBT paid or payable in respect of
those benefits. Total remuneration received or receivable by board and committee members was $351 000
($362 000), plus Defence SA compulsory superannuation contributions of $33 000 ($33 000). Other Advisory Board
expenses were $174 000 ($168 000).

*  The Hon J Weatherill MP, the Hon M Hamilton-Smith and the Hon J Snelling MP did not receive any
remuneration for board duties during the period.

**  Pursuant to DPC Circular 16, government employees did not receive any remuneration for board/committee
duties during the financial year.
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Remuneration of Advisory Board and Committee members and related party disclosure (continued)

Defence SA

Unless otherwise disclosed, transactions between related parties are on conditions no more favourable than those that
it is reasonable to expect the entity would have adopted if dealing with the related party at arm’s length in the same

circumstances.

P Johnson MBE is a board member of Maritime Australia Ltd. Defence SA participated in the Pacific International
Maritime Exposition in October 2013, which is an event managed by Maritime Australia Ltd.

Cash flow reconciliation 2014 2013
Reconciliation of cash at 30 June: Note $°000 $°000
Cash disclosed in the Statement of Financial Position 16 592 26 068
Balance as per the Statement of Cash Flows 16 592 26 068
Reconciliation of net cash provided by (used in) operating
activities to net cost of providing of services:
Net cash provided by (used in) operating activities (5 848) 15 279
Revenues from SA Government 17 (16 498) (21 842)
Payments to SA Government 17 13 687 -
Non-cash items:
Depreciation and amortisation expense of non-current assets 7 (7 968) (7 241)
Net loss on disposal of non-current assets 8 (30) -
Non-current assets accrual in payables (89) (101)
Movements in assets/liabilities:
Receivables 19 (133) (1877)
Payables 23 473 1040
Employee benefits 24 (116) (146)
Other liabilities 25 21 21
Net cost of providing services (16 501) (14 867)
Transactions with SA Government
SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
Note $’000 $’000 $°000 $’000 $’000 $’000
Expenses
Employee benefits expenses 5 219 212 4 657 4538 4 876 4750
Supplies and services: 6
Accommodation and
service costs 325 317 - - 325 317
Consultants - - 399 224 399 224
Contractors - - 791 485 791 485
Electricity - - 1044 976 1044 976
Gas and gas equipment - - 154 135 154 135
Insurance 101 104 - - 101 104
Legal fees 210 187 4 5 214 192
Minor plant and equipment - - 262 158 262 158
Promotion and events - - 795 1069 795 1069
Property 35 30 324 336 359 366
Provision of corporate
services under service
level agreements 309 275 - - 309 275
Security services 3 - 720 642 723 642
Staff safety, development
and recruitment - - 145 187 145 187
Travel and related expenses 25 150 369 322 394 472
Other expenses 85 119 478 508 563 627
Depreciation and amortisation 7 - - 7968 7241 7968 7241
Net loss from the disposal of
non-current assets 8 - - 30 - 30 -
Grants and subsidies 9 - - 1135 1231 1135 1231
Other expenses: 10
Audit fees 41 43 83 56 124 99
Allowances for
doubtful debts - - 92 - 92 -
Other expenses 5 - - 32 5 32
Total expenses 1358 1437 19 450 18 145 20 808 19 582
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Transactions with SA Government (continued)

Income
Revenues from fees
and charges:

CUF priority access fee

Techport Australia
other fees

Urban Renewal Authority
income

Grants

Techport Australia recoveries
Property revenues

Other income:

Transfers received -
Department of Further
Education, Employment,
Science and Technology

Other income

Total income
Net cost of providing services

Revenues from (Payments to)
SA Government
Revenues from SA Government
Payments to SA Government
Net result
Total comprehensive result

Financial assets
Receivables:
Receivables and accrued
income
Allowance for
doubtful debts
Prepayments
GST input tax recoverable
Total financial assets

Financial liabilities
Payables:
Creditors and accrued
expenses
Employment on-costs
GST payable
Total financial liabilities

Financial instruments/Financial risk management

SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
Note $’000 $’000 $°000 $’000 $’000 $’000
12
- - 2638 2603 2638 2603
- - 1233 908 1233 908
16 22 - - 16 22
13 - - 64 720 64 720
14 - - 222 125 222 125
15 - - 8 146 8 146
16
76 101 - - 76 101
- - 50 90 50 90
92 123 4215 4592 4 307 4715
(1 266) (1314) (15 235) (13 553) (16 501) (14 867)
17 16 498 21842 - - 16 498 21842
(13 687) - - - (13 687) -
1545 20528 (15 235) (13 553) (13 690) 6 975
1545 20528 (15 235) (13 553) (13 690) 6 975
19
4 10 303 288 307 298
- - (105) (13) (105) (13)
- - 54 97 54 97
- - 175 182 175 182
4 10 427 554 431 564
23
159 323 812 1119 971 1442
24 21 64 57 88 78
- - 47 59 47 59
183 344 923 1235 1106 1579

Categorisation of financial instruments
Details of the significant accounting policies and methods adopted including the criteria for recognition, the basis of
measurement and the basis on which income and expenses are recognised with respect to each class of financial asset,
financial liability and equity instrument are disclosed in note 2.

Category of financial assets and financial liabilities

Financial assets
Cash
ReceivablesP®

Financial liabilities
Payables”)

Note
18,29
19

23

2014
Carrying
amount
$’000
16 592
202

846

2013
Carrying
amount
$’000
26 068
286
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Category of financial assets and financial liabilities (continued)

@ Receivable and payable amounts disclosed here exclude amounts relating to statutory receivables and payables.
In government, certain rights to receive or pay cash may not be contractual and therefore in these situations, the
requirements will not apply. Where rights or obligations have their source in legislation such as levy
receivables/payables, tax equivalents, Commonwealth tax etc they would be excluded from the disclosure. The
standard defines contracts as enforceable by law. All amounts recorded are carried at cost (not materially
different from amortised cost).

@ Receivables amount disclosed here excludes prepayments. Prepayments are presented in note 19 in accordance
with paragraph 78(b) of AASB 101. Prepayments are not financial assets as defined in AASB 132 as the future
economic benefit of these assets is the receipt of goods and services rather than the right to receive cash or
another financial asset.

Fair value
Defence SA does not recognise any financial assets or financial liabilities at fair value (refer note 2 and notes 18, 19,
20, 21, 23 and 31).

Credit risk

Credit risk arises when there is the possibility of Defence SA’s debtors defaulting on their contractual obligations
resulting in financial loss to Defence SA. Defence SA measures credit risk on a fair value basis and monitors risk on
a regular basis.

Defence SA has minimal concentration of credit risk. Defence SA has policies and procedures in place to ensure that
transactions occur with customers with appropriate credit history. Defence SA does not engage in hedging for its
financial assets.

Allowances for impairment of financial assets are calculated on past experience and current and expected changes in
client credit rating. Other than receivables, there is no evidence to indicate that financial assets are impaired. Refer
note 19 for information on the allowance for the impairment in relation to receivables.

The carrying amount of financial assets as detailed in the above table represents Defence SA’s maximum exposure to
credit risk.

Ageing analysis of financial assets past due including impaired assets
The following table discloses the ageing of financial assets, past due, including impaired assets past due.

Past due by
Overdue for Overdue for
less than Overdue for more than
30 days 30-60 days 60 days Total
2014 $°000 $°000 $’000 $’000
Not impaired:
Receivables* - - - -
Impaired:
Receivables* - - 95 95
2013
Not impaired:
Receivables* 29 15 5 49
Impaired:
Receivables* - - 12 12

*  Amount of receivables disclosed here excludes statutory receivables (amounts owing from/to the
SA Government and GST input tax credit payable and recoverable). They are carried at cost.

Maturity analysis of financial assets and liabilities
All Defence SA financial assets and liabilities mature within one year.
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32.

Liquidity risk

Defence SA is funded principally from appropriations by the SA Government. Defence SA works with DTF to
determine the cash flows associated with its government approved program of work and to ensure funding is provided
through SA Government budgetary processes to meet the expected cash flows. The continued existence of
Defence SA is dependent on State Government policy and on continuing appropriations by Parliament for the
administration and activities of Defence SA. Defence SA settles undisputed accounts within 30 days from the date of
the invoice or date the invoice is first received. In the event of a dispute, payment is made within 30 days of
resolution.

The exposure of Defence SA to liquidity risk is insignificant based on past experience and current assessment of risk.
Market risk
Defence SA has no material interest bearing assets or liabilities. There is no exposure to foreign currency or other

price risks as all significant contracts are in Australian dollars.

Sensitivity analysis disclosure
A sensitivity analysis has not been undertaken for interest rate risk given the immaterial exposure.

Events after the reporting period
The are no reportable events after the reporting period.

454



Department for Education and Child Development

Functional responsibility

Establishment

The Department for Education and Child Development (the Department) is an administrative unit
established pursuant to the PSA, and is responsible to the Minister for Education and Child
Development.

Functions

The Department’s main functions are to:

. oversee early childhood care and services for South Australian families
. provide services that benefit children and families
. lead and manage South Australia’s education system.

The Department also administers certain activities on behalf of the Minister for Education and Child
Development. The principal administered activity is the payment of the State and Commonwealth
Government contributions to non-government schools. For more information about the Department’s
functions refer note 1 to the financial statements.

Audit mandate and coverage
Audit authority

Audit of the financial report

Section 31(1)(b) of the PFAA provides for the Auditor-General to audit the accounts of the Department
for each financial year.

Assessment of controls

Section 36(1)(a)(iii) of the PFAA provides for the Auditor-General to assess the controls exercised by
the Department in relation to the receipt, expenditure and investment of money, the acquisition and
disposal of property and the incurring of liabilities.

This assessment also considers whether internal controls are consistent with the Tls with particular
focus on Tls 2 and 28.

Scope of audit

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

During 2013-14, specific areas of audit attention included:

. revenue
. accounts payable
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. purchase cards

. maintenance of school buildings

. capital works

. payroll

. grants to non-government schools

. Families SA carer, alternative care and care and protection grant expenditure.

An understanding of internal audit activities has been obtained in order to identify and assess the risks
of material misstatement of the financial statements and to design and perform audit procedures. Use
has been made of the work performed by internal audit in the following areas:

. the audit of school enrolment data used to determine the amount of funding provided to each
government school

. the audit of government schools performed by contractors appointed, managed and monitored by
the Department’s internal audit team.

Audit findings and comments

Auditor’s report on the financial report

In my opinion, the financial report gives a true and fair view of the financial position of the Department
for Education and Child Development as at 30 June 2014, its financial performance and its cash flows
for the year then ended in accordance with the Treasurer’s Instructions promulgated under the
provisions of the Public Finance and Audit Act 1987 and Australian Accounting Standards.

Assessment of controls

In my opinion, the controls exercised by the Department for Education and Child Development 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 raised in relation to CHRIS payroll, Valeo payroll,
school maintenance, accounts payable, purchase cards, Families SA expenditure and general ledger
processing as outlined under ‘Communication of audit matters’, are sufficient to provide reasonable
assurance that the financial transactions of the Department for Education and Child Development have
been conducted properly and in accordance with law.

Communication of audit matters

Matters arising during the course of the audit were detailed in management letters to the officers
responsible for the governance of the Department. The main matters raised with the Department and
the related responses are detailed below.

Proposal to modify State funding arrangements to non-government schools
Total State per capita funding to non-government schools for 2013-14 is around $165 million.

Each non-government school or school system is required to enter into a funding deed with the Minister
and the current deed expires on 30 June 2014. Under the funding deed non-government schools are
required to provide student enrolment numbers through participation in the State school census
conducted in February and August each year.
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Funding entitlements are calculated based on census information, which is required to be certified by
the school’s auditor. The Minister waived the requirement for non-government schools to participate in
the February 2014 enrolment census.

The Department advised:

. consideration was being given to removing the requirement for non-government schools
participation in the August State school census, instead relying on the Commonwealth
Government’s August annual census

. school auditors are not required to validate Commonwealth census returns.

The Department sought feedback from Audit on the proposal to modify the State funding arrangements
to non-government schools.

In response Audit advised funding to government schools is also mainly based on enrolment numbers.
The annual audit of government school enrolment information by the Department’s internal audit team
has consistently identified errors in the reporting of enrolment information which, when corrected, has
resulted in an adjustment to school funding. Audit considers this experience demonstrates and confirms
the importance of an assurance process where funding models rely on enrolment information.

The proposed changes would result in an increased risk that payments made to non-government schools
may be based on inaccurate enrolment information due to the absence from the proposed process of any
requirement for independent assurance regarding stated enrolments provided by the non-government
schools. The proposed approach would also be reliant upon Commonwealth processes and there is no
established mechanism for State input to these processes, should changes be proposed in future.

In the context of the above-stated reasons Audit advised that it does not consider it appropriate that the
State enrolment census assurance process be abandoned. Audit considers such a process to be a
significant preventative control over significant State per capita funding outlays.

Payroll

The payroll function for Families SA employees is conducted via the CHRIS HRMS system. The
payroll function for all other Department staff is conducted via the Valeo payroll system.

CHRIS payroll

Outstanding bona fide reports and error correction

Fortnightly CHRIS bona fide reports (BFRS) are loaded into a database and emails are forwarded to
Families SA managers requesting they access the database to review and certify the completeness and
accuracy of the BFR. Managers must record comments on the reports for errors detected and must
ensure relevant paperwork is completed and forwarded to SSSA to correct identified errors.

Fortnightly emails to Families SA managers also list details of all outstanding BFRs.

Outstanding BFRs enable the Department to follow up with relevant Families SA managers.

The 2013-14 audit noted:

. 334 (7%) of BFRs due in 2013-14 were outstanding as at 23 June 2014
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. there was a restructure of Families SA metropolitan offices effective from pay period ending
29 November 2013. However, BFRs were not updated to reflect the new structure until pay
period ending 2 May 2014

. a consolidated metropolitan BFR for pay periods ending 29 November 2013 to 2 May 2014 was
being forwarded to metropolitan sites to enable verification of payroll details for that period.

Audit recommended that the Department:

. follow up outstanding BFRs prior to pay period ending 29 November 2013
. finalise the process for review and certification of BFRs after pay period ending 29 November
2013.

In response the Department advised it will continue to remind managers and supervisors of the
requirement to review and certify BFRs in a timely manner and outstanding BFRs will be followed up.

Policies and procedures

The Department policies and procedures regarding certification of bona fide and leave reports address
online certification for school and corporate sites and manual certification for preschools.

In 2012-13 Audit noted:

. the Department’s policies and procedures did not cover Families SA
. no policies and procedures relating to Families SA certification of BFRs and monthly leave
reports (MLRSs).

Audit recommended the Department prepare, approve and make available to staff, policies and
procedures relating to Families SA certification of BFRs and MLRs.

The 2013-14 audit noted that a procedure was drafted for the review of BFRs but had yet to be approved
at the time of the audit and a procedure for the review of MLRs had yet to be drafted.

In response the Department advised the delay in finalising policies and procedures resulted from the
need to determine which payroll system Families SA would use in the future. In light of the decision to
continue to use CHRIS, finalisation of policies and procedures will be completed and approved by
30 September 2014.

Valeo payroll

Outstanding BFRs

Department site managers are required to review and certify the completeness and accuracy of
fortnightly BFRs via the online Bona Fide Certificate (BFC) system. This certification provides the
Department with assurance that only valid employees are paid and that employees are paid in
accordance with the terms of their appointment.

The BFC system provides automated escalation reminders for all site managers and nominated site
administration staff each month regarding their responsibilities to certify reports within their sites.

In 2012-13 Audit noted 4% of BFCs due in 2012-13 were outstanding in late March 2013.
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In 2013-14 Audit noted 3% of BFCs due in 2013-14 were outstanding in early July 2014.

While there was a slight improvement in certification rates compared to last year, Audit concluded that
the statistics supported a view that it was appropriate for the Department to supplement the automated
reminders generated by the system with focused follow-up of non-compliance.

In response the Department advised:

. that as a result of an organisational restructure, the escalation reminder process was reviewed
and senior management in Human Resources and Workforce Development now follow up
outstanding BFCs with site managers

. it is committed to ensuring that all BFCs are checked and certified in a timely manner.
Outstanding MLRs

Worksite managers are required to review and certify the completeness and accuracy of MLRs via the
online MLR system.

This certification provides:

. the Department with assurance that all leave taken by employees has been deducted from their
leave entitlement

. site managers with reliable leave information to support their approval of future leave
applications.

The MLR system provides automated escalation reminders for all site managers and nominated site
administration staff each month regarding their responsibilities to certify leave taken for their site.

The 2012-13 audit noted 9% of MLRs due in 2012-13 were outstanding in late March 2013.
The 2013-14 audit noted 6% or MLRs due in 2013-14 were outstanding in early July 2014.

While there was an improvement in certification rates compared to last year, Audit concluded the
statistics supported a view that it was appropriate for the Department to supplement the automated
reminders generated by the system with focused follow-up of non-compliance.

In response the Department advised:

. that as a result of an organisational restructure, the escalation reminder process was reviewed
and senior management in Human Resources and Workforce Development now follow up
outstanding MLRs with site managers

. it is committed to ensuring that all MLRs are checked and certified in a timely manner.
Salary overpayments

Recovery of salary overpayments is a shared responsibility between the Department and SSSA. This is
reflected in the HR Service - Payroll/HRMS service summary and the accompanying operating level
responsibilities.
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Audit noted the balance of unrecovered salary overpayments recorded on the Valeo Recover Debts
report as at 17 June 2014 was $2 million, a decrease of $699 000 (26%) since June 2013. Analysis of
the report provided the following break-up of unrecovered salary overpayments for the last five years:

Unrecovered salary overpayments
Bal managed Bal managed

by the Dept by SSSA Total Increase
Year to $’000 $°000 $’000 $’000
June 2010 215 632 847 49
June 2011 284 742 1026 179
June 2012 362 932 1294 268
June 2013 408 2287 2 695 1401
June 2014 1000 996 1996 (699)

Audit review of the Valeo Recover Debts report for debts managed by the Department and SSSA as at
17 June 2014 revealed:

. many overpayments occurred during 2013-14
. many overpayments were referred to the Department by SSSA during 2013-14
. a significant number of overpayments have repayment plans which will result in the

overpayment being repaid more than 12 months after the overpayment was made.

Audit understands that where the overpayment recipient is still a departmental employee the ATO treats
the salary overpayment as an interest free loan, and where repayment does not occur prior to the end of
the financial year there is an additional cost of FBT to the Department.

Audit recommended:

. SSSA work with the Department to investigate and address the cause of salary overpayments
. SSSA continue to work with the Department to recover outstanding salary overpayments.

In response SSSA advised:

. the main causes of overpayments are late receipt of leave applications and documentation
regarding changes in an employee’s hours

. the leave automation and change in time projects have been established jointly by SSSA and the
Department to address the cause of salary overpayments. Both of these projects are planned to
be delivered by December 2015 and are expected to significantly reduce the number of
overpayments

. SSSA has monthly meetings with the Department which help drive a greater level of recovery of
overpayments across the two organisations.

The Department advised:

. the leave automation and change in time initiatives will help to reduce the number of
overpayments
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. it has asked SSSA to create a report to indicate the sites where most overpayments occur for
focussed follow-up.

Valeo (Oracle) user access review
A review of all Valeo (Oracle) users is performed every six months to confirm users are valid.

The review involves the Active Users by Security Group report being forwarded to local administrators
for confirmation and return to ICT Services.

The 2013-14 audit noted:

. in early July 2014, five out of a total of 30 reports were yet to be returned for the review initiated
in January 2014
. the Oracle access request procedures do not specify that outstanding reports are required to be

followed up on a timely basis.

In response the Department advised that outstanding reports will be followed up and the procedure has
been amended to include a follow-up process within a specified time.

Accounts payable

The audit of the overall control environment for processing accounts payable transactions included
consideration of controls implemented by SSSA and the Department.

CommBiz online banking system payment limits

While the CommBiz online banking system has a $99 999 999.99 default limit for daily payment
transactions at the user level, an agency can set a lower limit that reflects its payment history and risk
appetite.

Audit noted that the Department had not set payment limits lower than the default limit for the
Department’s Operating and Family Day Care bank accounts.

In response the Department advised daily payment limits lower than the default limit had been approved
and established within the CommBiz online banking system.

Tl 11 creditor account payment performance

Tl 11 prescribes the policy for creditor account payments, including the development of relevant
policies and procedures and the preparation of monthly reports to the Minister on account payment
performance.

Last year’s Report noted actions taken by the Department, in response to audit findings, to address
compliance with certain requirements of Tl 11, notably updating its accounts payable policy to reflect
TI 11 requirements and meeting all the information content of monthly reports and timely submission of
reports.

Follow-up review in 2013-14 noted compliance with the monthly reporting requirements of Tl 11.

While the Department had not updated its policy for the February 2014 late payment legislative
requirements (reflected in a Tl 11 update) it advised Audit that this would be undertaken.
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Purchase cards

In 2013-14 Audit reviewed the control and usage of purchase cards. The review included consideration
of controls implemented by the Department and SSSA.

Matters raised with the Department related to:

instances where supporting documentation was not available to substantiate purchase card
expenditure, as required by T1 12 and the Department’s purchase card policy and procedure.

In response the Department advised it will issue regular finance newsletters and targeted emails
to remind cardholders of documentation requirements. Also, from the September 2014 quarter,
the Department will undertake a monthly review of a sample of purchase card transactions to
ensure compliance with policy requirements, including holding supporting documentation

no evidence that purchase cardholders’ monthly credit limits are reviewed regularly, as required
by TI 12.

In response the Department advised purchase cardholders’ supervisors/managers will review
cardholders’ monthly limits at least annually. Also, the monthly sample transaction review
previously mentioned will include a review of the cardholder’s monthly credit limit

instances of incorrect coding of GST on purchase card expenditure.

In response the Department advised it will provide training and advice to cardholders on the
coding of GST. The monthly sample transaction review previously mentioned will also include
a review of GST coding

instances where documentation to approve intrastate travel expensed on purchase cards had been
approved subsequent to travel, had not been approved or could not be located.

In response the Department advised it will issue regular finance newsletters and targeted emails
to remind cardholders of approval requirements for intrastate/interstate travel

instances where documentation approving entertainment costs expensed on purchase cards was
not complete or not approved.

In response the Department advised it will issue regular finance newsletters and targeted emails
to remind cardholders of approval requirements for entertainment costs

instances where cardholders had not certified the correctness of their purchase card charges, as
required by Tl 12. Furthermore, Audit noted the TI 12 requirement did not form part of the
Department’s purchase card policy and procedure.

In response the Department advised its purchase card policy and procedure will be amended to
require cardholders certify the correctness of their purchase card charges

instances where purchase cards of terminated employees were not deactivated on a timely basis.

In response the Department advised from August 2014 a monthly terminated employees report
will be used to check whether supervisors/managers are performing correct exit procedures in
relation to purchase cards. Any outstanding purchase cards will be followed up. The regular
finance newsletters previously mentioned will include obligations regarding exit procedures to
remind supervisors/managers

Matters raised with SSSA related to:

an incorrect monthly transaction limit was not detected when a purchase card account was
established by ANZ bank for a Department employee.
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In response SSSA advised the ANZ bank has been requested to modify the cardholder’s monthly
transaction limit from $10 000 to $1000

. the need to document procedures performed by SSSA in respect of the Department’s purchase
cards, as required by TI 2.

In response SSSA advised that the Department will be participating in the implementation of the
Purchase Card Management System (PCMS). PCMS implementation will include the creation
of a procedure document prior to pilot site implementation commencing in January 2015.

School maintenance

Certification of school maintenance charges

Breakdown maintenance on schools is performed by various trades under contract with the Department
of Planning, Transport and Infrastructure’s (DPTI’s) contracted facilities managers.

Contractor invoices are paid by DPTI’s facilities manager, who recharges DPTI for this work. DPTI
then recharges the Department for payments to contractors.

Details of completed maintenance work on metropolitan schools are recorded by the facilities manager
on DPTI’s Fixed Asset Management Information System (FAMIS) prior to payment.

The Department’s policy requires schools to review the recorded maintenance charges and, if
appropriate, approve the validity of maintenance charges recorded on FAMIS. Site approval represents
the facilities manager’s authorisation to pay the contractor. Undisputed charges that are not approved
within 30 days are automatically paid by the facilities manager.

The schools’ review of information recorded in FAMIS provides the Department with assurance that it
is only recharged for actual breakdown maintenance performed (including actual hours worked and
materials used).

In previous years Audit noted the incidence of maintenance charges automatically paid by the facilities
managers was high, despite the Department reminding schools of their responsibility to review and
approve payments recorded in FAMIS.

The 2013-14 audit revealed the proportion of maintenance charges automatically paid by the facilities
managers remains high, and has increased further in 2013-14. Details over the last five audits are
provided in the table below:

Maintenance

Maintenance charges reviewed charges automatically

and approved by schools paid by facilities managers
Year to $’million % $’million %
30 June 2010 28.29 52 26.09 48
30 June 2011 23.56 51 23.77 49
30 June 2012* 25.48 45 30.97 55
31 March 2013 17.17 44 21.88 56
31 May 2014 22.27 35 41.15 65

* Rollout of FAMIS to non-metropolitan sites commenced during 2011-12 and was finalised during
2013-14.
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The table shows an increasing trend in automatic payments in the last four years suggesting action taken
by the Department has not achieved planned outcomes.

Audit noted that action taken by the Department during 2013-14 was limited to a term-by-term reminder
to sites.

The Department advised the contract conditions of the across-government facilities management
arrangements, including stringent key performance indicators, the engagement by DPTI of an
independent accounting firm to review maintenance charges and ensure works are actioned in
accordance with agreed rates, and the departmental activities to remind sites of their obligations support
its view that the risk of work being undertaken and charges outside the agreed contract rates is low.

However, as a measure to reduce the number of automatically approved transactions the Department has
requested DPTI investigate whether FAMIS can generate an email reminder for sites to review
maintenance charges on FAMIS and authorise payment prior to automatic approval.

School warranty log registers

Schools are required to record warranty periods and expiry dates for purchased goods and services in a
warranty log register. The registers are to be used as a quick reference before ordering maintenance
work so that work can be performed under warranty if this is still current and at no cost. A template
warranty log register is available on the Department’s website for school use.

The 2013-14 audit of a sample of schools revealed that, consistent with the outcome of previous audits,
schools did not maintain warranty log registers or record warranty information in the asset register
module of the Department’s school administration system (EDSAS) despite the Department’s term-by-
term reminders.

In response the Department advised it will redevelop and expand the reminder via a dedicated circular
to improve the level of compliance.

Families SA expenditure
Carer payments

Annual carer review

The Family and Community Services Act 1972 and the Department’s ‘Standards of Alternative Care in
South Australia (DFC 2008)’ require regular assessments of caregivers.

In prior years the audit found that Families SA had not ensured reviews for some registered caregivers
had been performed within the timeframes required by legislation and departmental policy.

In response the Department advised in 2012-13 that:

. the current rollout of the Families SA practice approach, solution based casework, has delayed
review and finalisation of the carer approval and registration manual pending identification of
possible impacts of solution based casework on practice and process

. an assessment of resources to finalise outstanding reviews will be undertaken
. the care assessment and registration unit will provide a monthly report to the Chief Executive on

annual carer reviews.
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The 2013-14 audit noted that:
. the carer approval and registration manual remained in draft

. the manual requires carer reviews to be conducted on an annual basis in accordance with the
‘Standards for Alternative Care in South Australia’

. the annual review of 98 registered caregivers was past due as at 11 May 2014.

Of these, 15 reviews were being confirmed by the care assessment and registration unit,
however they were not yet finalised with six having open care concerns and nine requiring
documentation from the relevant non-government organisations (NGOs).

The other 83 reviews were yet to be completed by the appropriate NGOs.

In response the Department advised that:

. it has made a number of requests to the NGOs regarding the outstanding reviews and will be
pursuing this matter with the respective agencies

. policies and procedures will be completed by 1 January 2015.

General ledger reconciliation

In 2012-13 Audit noted that while reconciliations between the Connected Client Case Management
System (C3MS) and the general ledger were performed for each pay run, a year-to-date reconciliation
between C3MS and the general ledger was not performed. Audit recommended that the Department
develop and implement a year-to-date reconciliation between C3MS and the general ledger.

In the response the Department advised that:

. in addition to reconciliations each pay run, a monthly reconciliation will be undertaken

. as part of C3MS system development a more comprehensive system generated reconciliation
process will be investigated and implemented.

The 2013-14 audit noted that:

. year-to-date reconciliations between C3MS and the general ledger were prepared for the period
July to December 2013 and July 2013 to April 2014

. monthly reconciliations between C3MS and the general ledger were prepared and independently
reviewed for January 2014 to April 2014

. monthly C3MS to general ledger reconciliations were not prepared for May and June 2014 and a
year-to-date reconciliation was not prepared as at 30 June 2014.

In response the Department advised reconciliations for May and June 2014 were now complete.
Care and protection grant payments

Payments made prior to execution of agreements

The matter of care and protection service agreements not being executed prior to grant payment has
been reported by Audit in prior years.
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The 2013-14 audit noted that 48 care and protection service agreements with NGOs expired on
30 June 2013.

The Minister was advised in late June 2013 that new agreements would not be in place by 1 July 2013.
To ensure continuity of services the Minister approved emergency payments totalling $12.1 million to
the NGOs affected. Payments were made in July 2013.

Audit noted that the majority of agreements were not executed until October 2013.

In response the Department advised it will ensure all agreements are executed prior to payments being
made.

Access to Funding and Grants Management System (FGMS)

In 2012-13 Audit noted that the memorandum of administrative arrangements (MoAA) between the
Department for Communities and Social Inclusion and the Department did not consider access to
FGMS. FGMS is essential for the administration of care and protection grants as it records
correspondence in relation to grants, including copies of signed service level agreements.

In response the Department advised ongoing read-only access to FGMS would be confirmed and
included in the MoAA as a variation.

The 2013-14 audit noted the Department did not have an approved variation to the MoAA for read only
access to FGMS.

In response the Department advised it is in the process of finalising a business case to purchase the
Procurement Contracts Management System (PCMS) for administration of care and protection grants.
Subject to appropriate approvals, the implementation of PCMS will include the upload of FGMS data.

General ledger processing

Unclaimed monies

Last year Audit noted the listing of unclaimed monies contained amounts that relate to departmental
sites (eg schools, preschools and kindergartens) and other SA Government entities, and concluded that
monies owed to departmental sites are internal debts which should not appear on an unclaimed monies
listing.

In 2013-14 Audit noted that the listing of unclaimed monies at June 2014 continued to record monies
relating to other SA Government entities.

Audit recommended that SSSA investigate and clear unclaimed monies relating to other
SA Government agencies.

In response SSSA advised that it will continue to work with the Department to resolve unclaimed
monies.

Shared Services SA — financial systems and transaction processing environments

SSSA processes financial transactions on behalf of the Department under service level determinations.
The main systems and control environments include accounts payable, payroll and general ledger
financial functions.
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Last year’s Report made specific comment on the progress being taken by SSSA to remediate key
control weaknesses raised in prior years for the systems and control environments, in order to achieve a
satisfactory ongoing standard of control operation over financial transaction processing.

As discussed in the commentary under ‘Department of the Premier and Cabinet’ elsewhere in Part B of
this Report, Audit review and evaluation of controls for the SSSA main accounts payable and payroll
systems and environments concluded that controls met a generally satisfactory standard for 2013-14.
Notwithstanding this overall conclusion, there were however some specific matters of significance that
were raised with SSSA for corrective action and review for process and procedural improvement. The
matters did not relate to the Department’s transaction processing.

Information and communications technology and control

ICT procurement

Given the importance of ICT spend agencies must maintain robust ICT procurement practices. This is
to ensure not only compliance with both whole-of-government and agency processes and procedural
requirements but also that value for money is achieved.

In 2013-14 Audit completed a review of two Department ICT procurements. Both procurements were
for purchases valued between $220 000 and $1.1 million (inclusive of GST) and were managed within
the Department’s procurement unit.

The focus of the review was to examine aspects of governance and control over ICT procurements of
goods and services; in particular, compliance with State Procurement Board policy guidance, Tls and
the Department’s procurement related policy and procedures. Both procurements were also tested for
appropriateness of the procurement approach adopted. This included whether reasonable justification
was available to support the adopted acquisition plan and any direct negotiations and also to confirm
that appropriate approval was applied.

In relation to procurement 1, Audit identified that the acquisition plan did not provide a clear
justification for the direct negotiation acquisition approach adopted.

In relation to procurement 2, Audit identified a gap in the contractual support arrangements. In this
procurement the prior contractual relationship for vendor hosting and support services had expired
before a new contractual agreement had been arranged. During this period no prior approval was
obtained to continue to incur expenditure for hosting and support services. This was not consistent with
the requirements of the Department’s procurement governance policy and the Tls.

In addition, Audit identified that both procurements did not contain documented reference to support the
Department’s position for not undertaking a negotiation strategy. Audit noted the Department’s
procurement governance policy did not provide guidance on when a negotiation strategy should be
performed.

To strengthen the ICT procurement process, Audit recommended that the Department revisit its internal
acquisition plan template. This was to ensure that future procurements provide sufficient justification of
the procurement approach and to reiterate these requirements to responsible staff. Furthermore, the
template should address the requirement to evidence consideration of a negotiation strategy based on
the risk of the ICT procurement being performed.

Audit also recommended that the Department place urgency on finalising and implementing the hosting
support services contract agreement, clarify the out-of-contract charges to be applied and confirm that
the vendor has continued to perform appropriate maintenance tasks.
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Finally, Audit recommended that the Department review its current ICT procurement practices against
the requirements of the Tls and the Department’s procurement governance policy, especially with

regard to the timeliness of expenditure approval.

The Department responded positively to the audit findings and recommendations.

ICT governance reviews

At the time of preparation of this Report Audit was progressing a review of certain ICT control
arrangements. Areas of coverage include ICT governance, information security management, change

management and business continuity/disaster recovery management.

Interpretation and analysis of the financial report

Highlights of the financial report (Consolidated)

2014 2013

$’million $’million
Expenses
Employee benefits expenses 2189 2 063
Supplies and services 668 648
Other 335 339
Total expenses 3192 3 050
Income
Commonwealth revenues 120 158
Student and other fees and charges 144 143
Other 103 101
Total income 367 402
Net cost of providing services 2 825 2648
Revenues from (Payments to) SA Government
Revenues from SA Government 2841 2 665
Payments to SA Government (45) -
Net result (29) 17
Other comprehensive income
Changes in revaluation surplus (43) 14
Total comprehensive result (72) 31
Net cash provided by (used in) operating activities 107 158
Assets
Current assets 768 816
Non-current assets 4 052 4051
Total assets 4820 4 867
Liabilities
Current liabilities 393 394
Non-current liabilities 794 768
Total liabilities 1187 1162
Total equity 3633 3705
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Statement of Comprehensive Income
Expenses

A structural analysis of the main expense items for the Department for the five years to 2014 is shown
in the following chart.
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Total expenses increased by $142 million (5%) to $3.2 billion. This comprised:
. a $126 million increase in employee benefits expenses (including annual leave) reflecting:

— a $76 million increase in salaries and wages due mainly to enterprise bargaining
increases during 2013 14 and full-time equivalent increases

— a $29 million increase in superannuation on-costs resulting mainly from changes in the
methodology and actuarial assumptions used to value the LSL liability (refer note 28 to
the financial statements) and increases in salaries and wages and employee benefits
liabilities

— a $17 million increase in LSL expense due mainly to the changes in the methodology and

actuarial assumptions used to value the LSL liability (refer note 28 to the financial
statements) and salary and wage increases resulting from enterprise bargaining increases.

. a $20 million increase in supplies and services reflecting a $16 million increase in minor works
and maintenance expenditure and a $6 million increase in other supplies and services
expenditure, offset by a $3 million decrease in printing, postage and consumables expenditure
(refer note 6 to the financial statements)

. a $4 million decrease in the remaining expense categories comprising:
— a $12 million decrease in grants and subsidies (refer note 7 to the financial statements)

— a $2 million increase in depreciation and amortisation expenses (refer note 8 to the
financial statements)
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— a $6 million increase in other expenses due mainly to the decrement of $4 million arising
from the revaluation of buildings under finance lease and leasehold improvements (refer
notes 10 and 23 to the financial statements).

Income

A structural analysis of the main income items for the Department for the five years to 2014 is shown in
the following chart.
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The high levels of income in 2010 and 2011 reflect funding received from the Commonwealth under the
Building the Education Revolution economic stimulus package.

Total income decreased by $35 million (9%) to $367 million. This comprised:
. a $38 million (24%) decrease in Commonwealth revenue due mainly to:
— a $18 million decrease in Communities Making a Difference funding
— a $9 million decrease in Universal Access to Early Childhood Development funding

— an $8 million decrease in Digital Education Revolution funding, with 2013-14 being the
final year of the Digital Education Revolution program.

. a $2 million increase in other income due mainly to a $9 million increase in other revenues,
offset by a $7 million decrease in other grants and contributions funding received.

Revenues from SA Government

Revenues from the SA Government increased by $176 million (7%) to $2.84 billion principally to fund
enterprise bargaining increases, major works and National Education Reform Agreement outcomes.
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Statement of Financial Position
Current assets decreased by $48 million to $768 million due mainly to:

. a $32 million decrease in cash and cash equivalents due to a $34 million decrease in the
Department’s deposits with the Treasurer, offset by a $2 million increase in cash held by schools
in SA School Investment Fund accounts (refer note 18 to the financial statements)

. a $10 million decrease in receivables, due mainly to an $7 million decrease in fees, charges and
other receivables and $3 million decrease in GST receivable from the ATO (refer note 19 to the
financial statements)

. a $6 million decrease in non-current assets classified as held for sale, due mainly to a $5 million
decrease in land held for sale (refer note 22 to the financial statements).

Non-current assets at 30 June 2014 totalled $4.052 billion ($4.051 billion). The major movements for
this asset category for the year were:

. asset additions of $147 million

. a $47 million net decrement on revaluation of land, buildings and improvements, buildings
under finance lease and leasehold improvements

. annual depreciation and amortisation charges of $101 million.

The following chart shows capital expenditure on land, buildings and construction works in progress
(corporate department only) for the five years to 2014.
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The high levels in 2010 and 2011 reflect capital expenditure funded by the Commonwealth
Government’s Building the Education Revolution economic stimulus package and the recognition in
2011 of buildings under finance lease of $177 million.

The $18 million increase in capital expenditure for 2014 is due mainly to a $19 million increase in
capital works in progress offset by a $2 million decrease in the acquisition of land.
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As at 30 June 2014 the employee benefits and related on-cost liability of $785 million ($730 million)
comprised 66% (63%) of total liabilities. Borrowings of $174 million ($175 million) relating to
obligations under the finance lease for the schools facilities Public Private Partnership agreement
comprise 15% (15%) of total liabilities. The provision of $117 million ($110 million) for workers
compensation claims comprised a further 10% (9%) of total liabilities.

Statement of Cash Flows

The following table summarises the net cash flows for the four years to 2014.

2014 2013 2012 2011
$’million $’million $’million $’million

Net cash flows
Operating 107 158 140 563
Investing (136) (117) (135) (444)
Financing 2 D - -
Change in cash (31) 40 5 119
Cash at 30 June 716 747 707 702

The analysis of cash flows shows that the Department’s cash position increased over the three years to
2013 and then decreased by $31 million in 2014. During 2013-14 the Department returned $46 million
of surplus cash to the SA Government, pursuant to the cash alignment policy.

Administered items

The Department administers certain funds on behalf of the Minister for Education and Child
Development. The funds are received from the Commonwealth and SA Governments and used mainly

to pay:

. grants to non-government schools of $929 million ($882 million)

. subsidies of $16 million ($15 million) to the Public Transport Division of DPTI for student
travel concessions on metropolitan and country transport services

. an operating grant to the SACE Board of South Australia of $19 million ($19 million).

Grants to non-government schools included $174 million ($168 million) in State grants. The grants
were based principally on the average annual enrolment of the schools and the needs of the schools and
their students.

Further commentary on operations
Staffing

As at 30 June 2014 the Department employed the following full-time equivalent employees (FTE) by
category:

2014 2013
FTE FTE

Department
Education Act 1972 14 216 14118
Schools Services Officers Award 4 347 4 255
Children’s Services Act 1985 1162 1174
PSA 2824 2787
Weekly paid 297 293
Other 290 284
Total 23136 22911
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2014 2013
FTE FTE

Administered activities
PSA 13 14
Education Act 1972 1 4
Total 14 18

Student enrolments

The following table shows the gradual shift of enrolled FTE students from government schools to
non-government schools. The chart includes full fee paying overseas students.

2014 2013 2012 2011 2010 2009
Number Number Number Number Number Number

FTE students in:
Government schools® 166 835 161 735 161 761 161 260 161 408 161 140
Non-government schools® n/a 94 108 93 338 92 430 91435 89 114

@ From 2014 the Government school start date is the first day of term one. Unlike prior years, reception students no
longer are able to start school at the beginning of each term.

@ As discussed earlier, the Minister for Education and Child Development waived the need for non-government schools

to participate in the 2014 term one school census. As a result student numbers for term one of the 2014 school year
were not available at the time of preparation of this Report.
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Statement of Comprehensive Income

for the year ended 30 June 2014

Expenses:
Employee benefits expenses
Supplies and services
Grants and subsidies
Depreciation and amortisation expense
Borrowing costs
Other expenses
Total expenses

Income:
Commonwealth revenues
Student and other fees and charges
Other grants and contributions
Interest revenues
Net gain from disposal of non-current assets
Other revenues
Total income
Net cost of providing services

Revenues from (Payments to) SA Government:

Revenues from SA Government
Payments to SA Government
Net result

Other comprehensive income:
Changes in revaluation surplus
Total comprehensive result

Note

© 00 N O O

11
12
13
14
15
16

17
17

23

Consolidated DECD
2014 2013 2014 2013
$°000 $’000 $’000 $’000
2188698 2063 341 2157392 2037831
667 892 648 457 371954 362 785
188 810 200 386 363 454 394 860
105 247 103 438 100 547 98 665
22 663 22 524 22 391 22 407
18 360 12 125 16 343 12 506
3191670 3050271 3032081 2 929 054
119 961 157 666 119 961 157 666
143 818 143 380 20 656 24 868
25 167 31968 14 209 15614
10 188 13731 8250 8 497
4 675 453 4691 631
63 113 54 559 37 452 30114
366 922 401 757 205 219 237 390
2824 748 2648514 2826862 2 691 664
2841 153 2 665 348 2841153 2665348
(45 573) - (45 573) -
(29 168) 16 834 (31 282) (26 316)
(43 158) 13 650 (43 158) 13 650
(72 326) 30484 (74 440) (12 666)

Net result and total comprehensive result are attributable to the SA Government as owner
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Statement of Financial Position

as at 30 June 2014
Consolidated DECD
2014 2013 2014 2013
Note $°000 $’000 $°000 $°000
Current assets:
Cash and cash equivalents 18 715582 747 370 333178 366 666
Receivables 19 38012 48 159 37217 39614
Inventories 20 5389 5002 139 135
Other financial assets 21 1976 1740 - -
760 959 802 271 370534 406 415
Non-current assets classified as held for sale 22 7217 13 698 7217 13 698
Total current assets 768 176 815 969 377 751 420 113
Non-current assets:
Receivables 19 856 652 6 661 6 938
Other financial assets 21 120 118 - -
Property, plant and equipment 23 4026 157 4 024 353 3998 939 3997 156
Intangible assets 24 24 225 26 191 24 225 26 191
Total non-current assets 4 051 358 4051 314 4 029 825 4 030 285
Total assets 4819534 4867283 4 407 576 4 450 398
Current liabilities:
Payables 26 106 471 132 313 117 961 136 163
Borrowings 27 1337 1234 1301 1163
Employee benefits 28 238 886 221 346 237 378 219 958
Provisions 29 25 387 19 090 25 467 19124
Other liabilities 30 21113 19 849 10 117 9 345
Total current liabilities 393 194 393 832 392 224 385 753
Non-current liabilities:
Payables 26 57 492 37 398 57 492 37 398
Borrowings 27 172773 174 222 172 688 174 110
Employee benefits 28 444 172 438 188 441 317 435573
Provisions 29 96 285 95 084 96 285 95 084
Other liabilities 30 22 842 23 457 22 216 22 686
Total non-current liabilities 793 564 768 349 789 998 764 851
Total liabilities 1186 758 1162181 1182 222 1150 604
Net assets 3632776 3705102 3225354 3299794
Equity:
Retained earnings 31 2194 977 2198613 1787 742 1793 492
Revaluation surplus 31 1437799 1506 489 1437612 1506 302
Total equity 3632776 3705102 3225354 3299794

Total equity is attributable to the SA Government as owner

Unrecognised contractual commitments 32
Contingent assets and liabilities 33
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Statement of Changes in Equity
for the year ended 30 June 2014

Balance at 30 June 2012

Net result for 2012-13

Changes on revaluation of property during 2012-13

Transfer revaluation surplus on disposal and derecognition of
property, plant and equipment

Total comprehensive result for 2012-13

Balance at 30 June 2013

Net result for 2013-14

Changes on revaluation of property during 2013-14

Transfer revaluation surplus on disposal and derecognition of
property, plant and equipment

Total comprehensive result for 2013-14

Balance at 30 June 2014

Balance at 30 June 2012

Net result for 2012-13

Changes on revaluation of property during 2012-13

Transfer revaluation surplus on disposal and derecognition of
property, plant and equipment

Total comprehensive result for 2012-13

Balance at 30 June 2013

Net result for 2013-14

Changes on revaluation of property during 2013-14

Transfer revaluation surplus on disposal and derecognition of
property, plant and equipment

Total comprehensive result for 2013-14

Balance at 30 June 2014

All changes in equity are attributed to the SA Government as owner

Note

23

31

23

23

31

23

Consolidated

Revaluation Retained
surplus earnings Total
$°000 $’000 $°000
1506 634 2167984 3674618
- 16 834 16 834
13 650 - 13 650
(13 795) 13795 -
(145) 30629 30484
1506 489 2198613 3705102
- (29 168) (29 168)
(43 158) - (43 158)
(25 532) 25532 -
(68 690) (3636) (72 326)
1437 799 2194977 3632776

DECD

Revaluation Retained
surplus earnings Total
$°000 $’000 $°000
1506 447 1806 013 3312460
- (26 316) (26 316)
13 650 - 13 650
(13 795) 13795 -
(145) (12 521) (12 666)
1506 302 1793492 3299 794
- (31 282) (31 282)
(43 158) - (43 158)
(25 532) 25532 -
(68 690) (5 750) (74 440)
1437 612 1787742 3225354
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Statement of Cash Flows
for the year ended 30 June 2014

Consolidated DECD
2014 2013 2014 2013
Inflows Inflows Inflows Inflows
(Outflows) (Outflows) (Outflows) (Outflows)
Cash flows from operating activities: Note $’000 $°000 $’000 $’000
Cash outflows:
Employee benefit payments (2135018) (2046012) (2081825) (2017 751)
Payments for supplies and services (768 878) (744 022) (487 052) (425 132)
Payments of grants and subsidies (211 731) (196 614) (356 250) (391 088)
Interest paid (21 229) (21 075) (20 957) (20 958)
Other payments (3777) (4 254) (3710) (4 221)
Cash used in operations (3140633) (3011977) (2949794) (2859 150)
Cash inflows:
Receipts from Commonwealth 119 966 157 752 119 909 157 660
Student and other fees and charges 142 245 137 312 19 693 30144
Other grants and contributions received 25231 32 225 14 409 15957
Interest received 17 648 21184 8218 15 969
GST recovered from the ATO 86 747 97 183 59 272 69 962
Other receipts 59 757 58 675 31735 32000
Cash generated from operations 451 594 504 331 253 236 321692
Cash flows from SA Government:
Receipts from SA Government 2841 153 2 665 348 2841153 2 665 348
Payments to SA Government (45 573) - (45 573) -
Cash generated from SA Government 2 795 580 2 665 348 2 795 580 2 665 348
Net cash provided by (used in) operating activities 36 106 541 157 702 99 022 127 890
Cash flows from investing activities:
Cash outflows:
Purchase of property, plant and equipment (147 460) (125 418) (142 483) (113 748)
Purchase of investments (238) 172) - -
Cash used in investing activities (147 698) (125 590) (142 483) (113 748)
Cash inflows:
Proceeds from sale of property, plant and equipment 11 064 8 964 10 824 8 761
Receipt of loan repayments 4 - 786 666
Cash generated from investing activities 11 068 8 964 11 610 9427
Net cash provided by (used in) investing activities (136 630) (116 626) (130 873) (104 321)
Cash flows from financing activities:
Cash outflows:
Repayment of finance leases (1163) (1 039) (1163) (1 039)
Repayments of borrowings (536) (102) (474) (59)
Cash used in financing activities (1699) (1141) (1637) (1098)
Net cash provided by (used in) financing activities (1699) (1141) (1637) (1 098)
Net increase (decrease) in cash and cash equivalents (31 788) 39 935 (33 488) 22 471
Cash and cash equivalents at 1 July 747 370 707 435 366 666 344 195
Cash and cash equivalents at 30 June 36 715 582 747 370 333178 366 666
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Disaggregated Disclosures - Expenses and Income

for the year ended 30 June 2014

(Activities - refer note 4)

Expenses:
Employee benefits expenses
Supplies and services
Grants and subsidies
Depreciation and
amortisation expense
Borrowing costs
Other expenses
Total expenses

Income:
Commonwealth revenues
Student and other fees and charges
Other grants and contributions
Interest revenues
Net gain from disposal of
non-current assets
Other revenues
Total income
Net cost of providing services

Revenues from (Payments to)
SA Government:
Revenues from SA Government
Payments to SA Government
Net result

(Activities - refer note 4)

Expenses:
Employee benefits expenses
Supplies and services
Grants and subsidies
Depreciation and
amortisation expense
Borrowing costs
Other expenses
Total expenses

Income:
Commonwealth revenues
Student and other fees and charges
Other grants and contributions
Interest revenues
Net gain from disposal of
non-current assets
Other revenues
Total income
Net cost of providing services

Revenues from (Payments to)
SA Government:
Revenues from SA Government
Payments to SA Government
Net result

Consolidated

1 2 Total
2014 2013 2014 2013 2014 2013 2014 2013
$’000 $’000 $’000 $’000 $°000 $°000 $°000 $’000
161566 151677 1879531 1779671 147601 131993 2188698 2063341
28 005 26471 602503 581411 37 384 40575 667892 648 457
32700 34 146 13788 18703 142322 147537 188810 200 386
3377 3734 99 525 97 169 2 345 2535 105247 103438
1791 1793 20872 20731 - - 22 663 22 524
1531 392 16 707 11 686 122 47 18 360 12125
228970 218213 2632926 2509371 329774 322687 3191670 3050271
62 562 76 062 56 710 80 408 689 1196 119961 157 666
2772 3005 140988 140257 58 118 143818 143380
1220 1448 22 355 28 552 1592 1968 25167 31968
467 419 9711 13 309 10 3 10 188 13731
502 257 4173 196 - - 4675 453
3836 2835 57 526 42 316 1751 9408 63 113 54 559
71 359 84026 291463 305038 4100 12693 366922 401 757
157611 134187 2341463 2204333 325674 309994 2824748 2648514
158247 132713 2353090 2219725 329816 312910 2841153 2665348
(2871) - (42692) - (10) - (45573) -
(2 235) (1474) (31065) 15 392 4132 2916 (29168) 16 834

DECD

1 2 Total
2014 2013 2014 2013 2014 2013 2014 2013
$’000 $’000 $’000 $’000 $’000 $’000 $°000 $’000
161566 151677 1848225 1754161 147601 131993 2157392 2037831
18 082 17917 316488 304293 37 384 40575 371954 362 785
42 623 42875 178509 204 448 142322 147537 363454 394 860
3377 3734 94 825 92 396 2 345 2535 100547 98 665
1791 1793 20 600 20614 - - 22 391 22 407
1531 392 14 690 12 067 122 47 16 343 12 506
228970 218388 2473337 2387979 329774 322687 3032081 2929054
62 562 76 062 56 710 80 408 689 1196 119961 157 666
2772 3005 17 826 21745 58 118 20 656 24 868
1220 1448 11 397 12198 1592 1968 14 209 15614
467 419 7773 8 075 10 3 8250 8 497
502 257 4189 374 - - 4691 631
3840 2835 31861 17 871 1751 9 408 37 452 30114
71363 84026 129756 140671 4100 12693 205219 237390
157607 134362 2343581 2247308 325674 309994 2826862 2691664
158247 132713 2353090 2219725 329816 312910 2841153 2665348
(2871) - (42692) - (10) - (45573) -
(2 231) (1649) (33183) (27583) 4132 2916 (31282) (26316)
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Disaggregated Disclosures - Assets and Liabilities
as at 30 June 2014

Consolidated

(Activities - refer note 4) 1 2 3 Total
2014 2013 2014 2013 2014 2013 2014 2013
Assets: $’000 $°000 $°000 $’000 $’000 $°000 $’000 $’000
Cash and cash equivalents 35603 34933 655288 700275 24 691 12162 715582 747 370
Receivables 2597 1841 32293 41 229 3978 5741 38 868 48 811
Inventories 7 11 5382 4991 - - 5389 5002
Other financial assets - - 2 096 1858 - - 2 096 1858
Non-current assets classified as
held for sale 351 - 6 866 13698 - - 7217 13 698
Property, plant and equipment 152277 148980 3832569 3832938 41311 42435 4026 157 4024 353
Intangible assets 1601 1 665 18 412 19 147 4212 5379 24225 26191
Total assets 192436 187430 4552906 4614136 74192 65717 4819534 4867283
Liabilities:
Payables 11 149 11274 135787 140592 17 027 17845 163963 169711
Borrowings 13 896 13995 159929 161176 285 285 174110 175456
Employee benefits 49 863 49119 598602 578059 34593 32356 683058 659534
Provisions 8119 7899 98 176 93 845 15377 12430 121672 114174
Other liabilities 1826 1861 42 005 41 413 124 32 43955 43 306
Total liabilities 84 853 84148 1034499 1015085 67 406 62948 1186758 1162181
DECD
(Activities - refer note 4) 1 2 3 Total
2014 2013 2014 2013 2014 2013 2014 2013
Assets: $’°000 $°000 $°000 $’000 $’000 $°000 $°000 $’000
Cash and cash equivalents 35603 34933 272884 319571 24 691 12162 333178 366 666
Receivables 2 597 1841 37 303 38970 3978 5741 43 878 46 552
Inventories 7 11 132 124 - - 139 135
Non-current assets classified as
held for sale 351 - 6 866 13 698 - - 7217 13 698
Property, plant and equipment 152277 148980 3805351 3805741 41311 42435 3998939 3997 156
Intangible assets 1601 1665 18 412 19 147 4212 5379 24 225 26 191
Total assets 192436 187430 4140948 4197 251 74192 65717 4407576 4450398
Liabilities:
Payables 11149 11274 147214 144 369 17 090 17918 175453 173561
Borrowings 13 896 13995 159808 160993 285 285 173989 175273
Employee benefits 49 863 49119 594239 574056 34593 32356 678695 655531
Provisions 8119 7899 98 256 93879 15 377 12430 121752 114208
Other liabilities 1826 1861 30383 30138 124 32 32333 32031
Total liabilities 84 853 84148 1029900 1003435 67 469 63021 1182222 1150604
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Notes to and forming part of the financial statements

1 Objectives of the Department for Education and Child Development (the Department)
Legislation
The Department operates within the:

. Child Protection Act 1993

. Children’s Services Act 1985 and Regulations

. Commission of Inquiry (Children in State Care and Children on APY Lands) Act 2004
. Education Act 1972 and Education Regulations 1997

. Family and Community Services Act 1972

. PSA and Public Sector (Honesty and Accountability) Act 1995.

Purpose
Children and young people are at the centre of all that we do. We will work together to ensure positive outcomes for
all young South Australians.

The Department provides services to children, young people and families across the State that are designed to deliver
high quality education, family services, child protection and care.

The Department’s mission is to deliver a world-class education, child development and child protection system that
supports all South Australian children to be safe, healthy and happy, with the best chances to learn and become
confident and successful adults. We work to strengthen South Australian families and children to achieve their best,
and create every chance for every child.

The Department was established to bring together the key functions of government that deliver and regulate services
for children and their families, including health, family services, child protection, care and education. Our focus is to
improve children and young people’s education, safety and developmental outcomes from birth through their
transition to adulthood.

By improving the way we work across disciplines with communities, we will strive for:

. all children and their life chances to be at the centre of policy making

. families and carers to access easily the range and intensity of services they need for the health, development,
education and safety of their children

. communities to be engaged as partners to generate improved outcomes for children and young people so that
they are given every chance to achieve their potential.

Our role

. To provide quality care and education so that every young person has the opportunity to be a successful
learner, a confident and creative individual, and an active and informed citizen.

. To build the capacity of families to provide safe and nurturing environments for children and young people.

. To work closely with our partners in the community to ensure the wellbeing, safeguarding and healthy

development of children and young people.

Our strategic intent

The Department is guided in our work by the existing strategic planning and practice documents. This includes
working collaboratively with our partners to provide a safe environment for the wellbeing of children and young
people. In addition, the Department will continue to publish performance data and report on the progress toward our
strategic commitments.

The efficient and effective investment of public funds in programs to help improve learning outcomes is still a
priority for the Department. Investments in education are assessed against their contribution to the Strategic Plan
2012-2016 for South Australian public education and care.

Key action areas

Every child achieves their potential

Children and young people are at the centre of all that we do and we will work to ensure positive outcomes for all
young South Australians.
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Excellence in education and care
Quality teaching and learning is vital to the success of our young people, and we recognise the expertise of our
professionals in the field.

Connect with communities
High performing schools engage with families and the wider community to build local care and education
communities where parents have a say in the education of their children.

A successful and sustainable organisation
Effective educational and care systems are responsive to the needs of students and the workforce.

Summary of significant accounting policies

(@)

(b)

Statement of compliance
The Department has prepared these financial statements in compliance with section 23 of the PFAA.

The financial statements are general purpose financial statements. The accounts have been prepared in
accordance with relevant AASs and comply with Tls and APSs promulgated under the provisions of the
PFAA.

The Department has applied AASs that are applicable to not-for-profit entities, as the Department is a
not-for-profit entity.

AASs and interpretations that have recently been issued or amended but are not yet effective have not been
adopted by the Department for the reporting period ending 30 June 2014 (refer note 3).

Basis of preparation
The preparation of the financial statements requires:

. the use of certain accounting estimates and requires management to exercise its judgement in the
process of applying the Department’s accounting policies. The areas involving a higher degree of
judgement or where assumptions and estimates are significant to the financial statements are outlined in
the applicable notes

. that accounting policies be selected and applied in a manner which ensures that the resulting financial
information satisfies the concepts of relevance and reliability, thereby ensuring that the substance of the
underlying transactions or other events are reported

. compliance with APSs issued pursuant to section 41 of the PFAA. In the interest of public
accountability and transparency the APSs require the following note disclosures, which have been
included in this financial report:

(@)  revenues, expenses, financial assets and liabilities where the counterparty/transaction is with an
entity within the SA Government as at reporting date, classified according to their nature

(b)  expenses incurred as a result of engaging consultants (as reported in the Statement of
Comprehensive Income)

(c)  employee TVSP information

(d)  employees whose normal remuneration is equal to or greater than the base executive
remuneration level (within $10 000 bandwidths) and the aggregate of the remuneration paid or
payable or otherwise made available, directly or indirectly by the entity to those employees

(e)  board/committee member and remuneration information, where a board/committee member is
entitled to receive income from membership other than a direct out-of-pocket reimbursement.

The Statement of Comprehensive Income, Statement of Financial Position and Statement of Changes in Equity
have been prepared on an accrual basis and are in accordance with historical cost convention, except for
certain assets that were valued in accordance with the applicable valuation policy.

The Statement of Cash Flows has been prepared on a cash basis.

The financial statements have been prepared based on a 12 month period and presented in Australian currency.

The accounting policies set out below have been applied in preparing the financial statements for the year
ended 30 June 2014 and the comparative information presented.
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Reporting entity
The Department is a government department of the State of South Australia established pursuant to the PSA.
The Department is an administrative unit acting on behalf of the Crown.

The financial statements and accompanying notes include all the controlled activities of the Department.
Transactions and balances relating to administered resources are not recognised as departmental income,
expense, assets and liabilities. As administered items are significant in relation to the Department’s overall
financial performance and position, they are disclosed in the administered financial statements at the back of
the controlled general purpose financial statements. Except as otherwise disclosed, administered items are
accounted for on the same basis and using the same accounting policies as for departmental items.

Transactions within DECD columns
The values in the DECD columns in the financial statements incorporate the activities of the corporate
department.

Corporate department activities include transactions that relate to the operations of government controlled
schools and preschools including:

. expenses such as salaries and wages, salary related on-costs and utilities expenses
. infrastructure assets including land, buildings and major improvements
. liabilities recorded in the corporate department’s financial systems such as employee benefits.

Income earned and expenses incurred directly by government controlled schools and preschools which are
accounted for locally in their general ledgers are excluded from the DECD column.

Transactions within Consolidated column

The values in the Consolidated columns in the financial statements incorporate the activities of the corporate
department as discussed above and government controlled schools. All material transactions between the
corporate department and government controlled schools have been eliminated as required by AASs.

Financial data was collected from government schools for the school year ended 31 December 2013 for the
purpose of consolidating it with data from the corporate department. Where material, adjustments have been
made to the consolidated figures to take into account the effect of schools having a different reporting period
to the corporate department.

Administered items

The Department is responsible for the administration of specific funds on behalf of the Minister for Education
and Child Development. 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.
The administered financial statements include the income, expenses, assets and liabilities of these funds.

The main administered funds are:

Minister for Education and Child Development
Funds are appropriated to the Minister for Education and Child Development and are disbursed at the
discretion of the Minister. The principal payments are:

. the State Government contribution to the operation of the SACE Board of South Australia

. the State and Commonwealth Government contributions to the operation of the Education and Early
Childhood Services Registration and Standards Board of South Australia (the EECSRSB)

. payments to the Department of Planning, Transport and Infrastructure (DPTI) for the purposes of
student travel

. the State Government contribution to the operation of non-government schools, organisations and

services to students with disabilities

. the Commonwealth Government contribution to the operation of non-government schools,
organisations and services to students with disabilities.

Minister’s salary and allowances

The Minister’s salary and allowances are funded by specific legislation and the Department has no control
over this part of the annual appropriation.
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Transferred functions

The Public Sector (Reorganisation of Public Sector Operations) Notice 2013 (dated 13 February 2014)
declared that 28 employees were transferred from the Department to the EECSRSB, effective from 3 March
2013 (refer note 34).

Comparative information
The presentation and classification of items in the financial statements are consistent with prior periods except
where specific accounting standards and/or APSs have required a change.

Where presentation or classification of items in the financial statements have been amended, comparative
figures have been adjusted to conform to changes in presentation or classification in these financial statements
unless impracticable.

Rounding
All amounts in the financial statements and accompanying notes have been rounded to the nearest thousand
dollars ($°000).

Taxation
The Department is not subject to income tax. The Department is liable for payroll tax, FBT, GST, Emergency
Services levy, land tax equivalents and local government rate equivalents.

Income, expenses and assets are recognised net of the amount of GST except:

. when the GST incurred on a purchase of goods or services is not recoverable from the ATO, in which
case the GST is recognised as part of the cost of acquisition of the asset or as part of the expense item
applicable

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

The net amount of GST recoverable from, or payable to, the ATO is included as part of receivables or
payables in the Statement of Financial Position.

Cash flows are included in the Statement of Cash Flows 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 ATO is
classified as part of operating cash flows.

Unrecognised contractual commitments and contingencies are disclosed net of the amount of GST recoverable
from, or payable to the ATO. If GST is not payable to, or recoverable from, the ATO the commitments and
contingencies are disclosed on a gross basis.

Events after the end of the reporting period

Adjustments are made to amounts recognised in the financial statements where an event occurs after 30 June
and before the date the financial statements are authorised for issue, where those events provide information
about conditions that existed as at 30 June.

Note disclosure is made about events between 30 June and the date the financial statements are authorised for
issue where the events relate to a condition which arose after 30 June and which may have a material impact
on the results of subsequent years.

Income
Income is recognised to the extent that it is probable that the flow of economic benefits to the Department will
occur and can be reliably measured.

Income has been aggregated according to its nature and has not been offset unless required or permitted by a
specific accounting standard, or where offsetting reflects the substance of the transaction or other event.

The following are specific recognition criteria:
Fees and charges
Revenue from fees and charges is derived from the provision of goods and services to other SA Government

agencies and to the public. This revenue is recognised upon delivery of the service to the clients or by
reference to the stage of completion.
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Contributions received

Contributions are recognised as an asset and income when the Department obtains control of the contributions
or obtains the right to receive the contributions and the income recognition criteria are met (ie the amount can
be reliably measured and the flow of resources is probable).

Generally, the Department has obtained control or the right to receive for:

. contributions with unconditional stipulations — this will be when the agreement becomes enforceable ie
the earlier of when the receiving entity has formally been advised that the contribution (eg grant
application) has been approved; agreement/contract is executed; and/or the contribution is received

. contributions with conditional stipulations — this will be when the enforceable stipulations specified in
the agreement occur or are satisfied; that is income would be recognised for contributions received or
receivable under the agreement.

All contributions received by the Department have been contributions with unconditional stipulations attached
and have been recognised as an asset and income upon receipt.

Resources received free of charge

Resources received free of charge are recorded as revenue in the Statement of Comprehensive Income at their
fair value. Contributions of services are recognised only when a fair value can be determined reliably and the
services would be purchased if they had not been donated.

Revenues from SA Government
Appropriation for program funding is recognised as revenue when the department obtains control over the
funding. Control over appropriation is obtained upon receipt.

Net gain on disposal of non-current assets

Income from the disposal of non-current assets is recognised when the control of the asset has passed to the
buyer and determined by comparing proceeds with carrying amount. When revalued assets are sold, the
revaluation surplus is transferred to retained earnings.

Gains on disposal of land, buildings, improvements and buses are recognised at the date the control of the asset
is passed to the buyer and are determined after deducting the cost of the asset from the proceeds at that time.

Other income
Other income consists of fundraising and donations, assets recognised for the first time, and recoveries.

Expenses
Expenses are recognised to the extent that it is probable that the flow of economic benefits from the
Department will occur and can be reliably measured.

Expenses have been aggregated according to their nature and have not been offset unless required or permitted
by a specific accounting standard, or where offsetting reflects the substance of the transaction or other event.

The following are specific recognition criteria:

Employee benefits expenses
Employee benefits expenses include all costs related to employment including wages and salaries,
non-monetary benefits and leave entitlements. These are recognised when incurred.

Superannuation

The amount charged to the Statement of Comprehensive Income represents the contributions made by the
Department to the superannuation plan in respect of current service of current departmental staff. DTF
centrally recognises the superannuation liability in the whole of government financial statements.

Depreciation and amortisation of non-current assets

All non-current assets having a limited useful life are systematically depreciated/amortised over their useful
lives in a manner that reflects the consumption of their service potential. Amortisation is used in relation to
intangible assets such as software, while depreciation is applied to tangible assets such as property, plant and
equipment.

Assets’ residual values, useful lives and depreciation/amortisation methods are reviewed and adjusted if
appropriate on an annual basis.
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Depreciation and amortisation of non-current assets (continued)

Changes in the expected useful life or the expected pattern of consumption of future economic benefits
embodied in the asset are accounted for prospectively by changing the time period or method, as appropriate,
which is a change in accounting estimate.

The value of leasehold improvements is amortised over the estimated useful life of each improvement or the
unexpired period of the relevant lease, whichever is shorter.

Land and non-current assets held for sale are not depreciated.

Depreciation/Amortisation is calculated on a straight-line basis over the estimated useful life of the following
classes of assets as follows:

Class of asset Useful life (years)
Buildings and improvements 10-170
Residential accommodation housing 30-50
Leasehold improvements Life of lease
Buildings under finance lease 45-60
Buses/Motor vehicles 12-20
Computing, communications, furniture and equipment 3-20
Intangible assets 3-30
Other assets 5-10

Grants and subsidies
For contributions payable, the contribution will be recognised as a liability and expense when the entity has a
present obligation to pay the contribution and the expense recognition criteria are met.

Grants and subsidies paid by the Department are primarily contributions with unconditional stipulations
attached.

Resources provided free of charge
Resources provided free of charge are recorded as expenditure in the Statement of Comprehensive Income at
their fair value and in the expense line items to which they relate.

Borrowing costs
All borrowing costs are recognised as expenses.

Payments to SA Government
Payments to the SA Government include the return of surplus cash pursuant to the cash alignment policy and
paid directly to the Consolidated Account.

Current and non-current classification

Assets and liabilities are characterised as either current or non-current in nature. Assets and liabilities that are
sold, consumed or realised as part of the normal operating cycle even when they are not expected to be realised
within 12 months after the reporting date have been classified as current assets or current liabilities. All other
assets and liabilities are classified as non-current.

Assets
Assets have been classified according to their nature and have not been offset unless required or permitted by a
specific accounting standard, or where offsetting reflects the substance of the transaction or other event.

Cash and cash equivalents

Cash and cash equivalents in the Statement of Financial Position includes cash at bank and on hand and in
other short-term, highly liquid investments with maturities of three months or less that are readily converted to
cash and which are subject to insignificant risk of changes in value.

For the purposes of the Statement of Cash Flows, cash and cash equivalents consist of cash and cash
equivalents as defined above.

Cash is measured at nominal value.
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Receivables
Receivables include amounts receivable from goods and services, GST input tax credits recoverable,
prepayments and other accruals.

Receivables arise in the normal course of selling goods and services to other government agencies and to the
public. Receivables are generally settled within 30 days after the issue of an invoice or the goods/services have
been provided under a contractual arrangement.

Loan receivables are recorded at historical cost.

Collectability of receivables is reviewed on an ongoing basis. An allowance for doubtful debts is raised when
there is objective evidence that the Department will not be able to collect the debt. Bad debts are written off
when identified.

Other financial assets
The Department measures financial assets and debt at historical cost.

Inventories
Inventories include goods and other property held either for sale or distribution at no or nominal cost in the
ordinary course of business.

Inventories held for distribution at no or nominal consideration are measured at cost and adjusted when
applicable for any loss of service potential. Inventories held for sale are measured at the lower of cost or their
net realisable value.

Bases used in assessing loss of service potential for inventory held for distribution at no or minimal cost
include current replacement cost and technological or functional obsolescence.

Cost for all other inventory is measured on the basis of the first-in, first-out method. Net realisable value is
determined using the estimated sales proceeds less costs incurred in marketing, selling and distribution to
customers.

The amount of any inventory write-down to net realisable value or inventory losses are recognised in the
Statement of Comprehensive Income as an expense in the period the write-down or loss occurred. Any
write-down reversals are also recognised in the Statement of Comprehensive Income.

Non-current assets (or disposal groups) held for sale

Non-current assets (or disposal groups) are classified as held for sale and stated at the lower of their carrying
amount and fair value less costs to sell if their carrying amount will be recovered principally through a sale
transaction rather than through continuing use. This condition is regarded as met only when the sale is highly
probable and the asset’s sale is expected to be completed within one year from the date of classification.

Non-current assets classified as held for sale and the assets of a disposal group classified as held for sale are
presented separately from the other assets in the Statement of Financial Position.

Non-current assets

Acquisition and recognition

Non-current assets are initially recorded at cost or at the value of any liabilities assumed plus any incidental
cost involved with the acquisition. Non-current assets are subsequently measured at fair value less
accumulated depreciation.

Where assets are acquired at no value or minimal value, they are recorded at fair value in the Statement of
Financial Position. However, if the assets are acquired at no or nominal value as part of a restructure of
administrative arrangements then the assets are recognised at book value ie the amount recorded by the
transferor public authority immediately prior to the restructure.

All non-current tangible assets with a value equal to or in excess of $5 000 are capitalised.

Componentisation of complex assets is only performed when the complex asset’s fair value at the time of
acquisition is equal to or in excess of $5 million for infrastructure assets and $1 million for other assets.

Land
Land is valued at fair value as at 30 June 2014 (refer note 23).
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Buildings and improvements

Buildings and improvements are valued at current replacement cost less accumulated depreciation. Current
replacement cost information on asset holdings was obtained from the Strategic Asset Management
Information System (SAMIS) maintained by DPTI. 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 30 June 2014, paved areas are current as at 30 June 2014 and swimming pools
are current as at 30 June 2012. The building data excludes landscaping, infrastructure, pergolas, playground
equipment, sheds and some paving and fencing because they either cannot be reliably measured or no
information is recorded in SAMIS.

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

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 Comprehensive Income.

Buildings under finance lease
Buildings under finance lease are valued at fair value as at 30 June 2014.

Leasehold improvements
Leasehold improvements are valued at fair value as at 30 June 2014.

Residential accommodation
Residential accommodation is valued at fair value as at 30 June 2012 (refer note 23).

Buses
Buses are recorded at current replacement cost (deemed fair value) less accumulated depreciation as at 30 June
2012,

Computing, communications, furniture and equipment and other assets
Items are recorded at historical cost (deemed fair value) less accumulated depreciation.

Revaluation of non-current assets

All non-current tangible assets are valued at fair value and revaluation of non-current assets or group of assets
is only performed when its fair value at the time of acquisition is greater than $1 million and estimated useful
life is greater than three years.

The Department revalues its buildings and improvements, buildings under finance lease, residential
accommodation and bus fleet at least every three years. However if at any time, management considers that the
carrying amount of an asset materially differs from its fair value, then the asset will be revalued regardless of
when the last valuation took place. Land is revalued annually. Non-current tangible assets that are acquired
between revaluations are held at cost until the next valuation where they are revalued to fair value.

Any revaluation increment is credited to the revaluation surplus, except to the extent that it reverses a
revaluation decrease of the same asset class previously recognised as an expense, in which case the increase is
recognised as income. Any revaluation decrease is recognised as an expense, except to the extent that it offsets
a previous revaluation increase for the same asset class, in which case the decrease is debited directly to the
revaluation surplus to the extent of the credit balance existing in revaluations reserve for that asset class.

Upon disposal or derecognition, any revaluation surplus relating to that asset is transferred to retained
earnings.

Impairment

All non-current tangible and intangible assets are tested for indication of impairment at each reporting date.
Where there is an indication of impairment, the recoverable amount is estimated. An amount by which the
asset’s carrying amount exceeds the recoverable amount is recorded as an impairment loss.

For revalued assets, an impairment loss is offset against the respective revaluation surplus.
Intangible assets
An intangible asset is an identifiable non-monetary asset without physical substance. Intangible assets are

measured at cost. Following initial recognition, intangible assets are carried at cost less any accumulated
amortisation and any accumulated impairment losses.
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Intangible assets (continued)
The useful lives of intangible assets are assessed to be either finite or indefinite. The Department only has
intangible assets with finite lives. The amortisation period and the amortisation method for intangible assets is
reviewed on an annual basis.

The acquisition of internally developed software is capitalised only when the expenditure meets the definition
criteria (identifiability, control and the existence of future economic benefits) and recognition criteria
(probability of future economic benefits and cost can be reliably measured) and when the amount of
expenditure is greater than or equal to $10 000.

All research and development costs that do not meet the capitalisation criteria outlined in AASB 138 are
expensed.

Subsequent expenditure on intangible assets has not been capitalised because the Department has been unable
to attribute this expenditure to the intangible asset rather than to the Department as a whole.

Fair value measurement

AASB 13 defines fair value as the price that would be received to sell an asset or paid to transfer a liability in
an orderly transaction between market participants, in the principle or most advantageous market, at the
measurement date.

The Department classifies fair value measurement using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements, based on the data and assumptions used in the
most recent valuation.

Level 1: traded in active markets and is based on unadjusted quoted prices in active markets for identical
assets or liabilities that the entity can access at measurement date.

Level 2: not traded in an active market and are derived from inputs (input other than quoted prices
included within level 1) that are observable for the asset either directly or indirectly.

Level 3: not traded in an active market and are derived from unobservable inputs.

Non-financial assets

In determining fair value, the Department has taken into account the characteristic of the asset (eg condition
and location of the asset and any restrictions on the sale or use of the asset); and the asset’s highest and best
use (that is physically possible, legally permissible, financially feasible).

The Department’s current use is the highest and best use of the asset unless other factors suggest an alternative
use is feasible. As the Department did not identify any factors to suggest an alternative use, fair value
measurement was based on current use.

The carrying amount of non-financial assets with a fair value at the time of acquisition that was less than
$1 million or had an estimated useful life that was less than three years is deemed to approximate fair value.

Refer notes 23 and 25 for disclosure regarding fair value measurement techniques and inputs used to develop
fair value measurements for non-financial assets.

Financial assets/liabilities
The Department does not recognise any financial assets or financial liabilities at fair value.

Liabilities
Liabilities have been classified according to their nature and have not been offset unless required or permitted
by a specific accounting standard, or where offsetting reflects the substance of the transaction or other event.

Payables
Payables include creditors, accrued expenses, GST payable, employment on-costs and Paid Parental Leave
Scheme payables.

Creditors represent the amounts owing for goods and services received prior to the end of the reporting period
that are unpaid at the end of the reporting period. Creditors include all unpaid invoices received relating to the
normal operations of the Department.

Accrued expenses represent goods and services provided by other parties during the period that are unpaid at
the end of the reporting period and where an invoice has not been received.
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Payables (continued)

The Paid Parental Leave Scheme payable represents amounts which the Department has received from the
Commonwealth Government to forward onto eligible employees via the Department’s standard payroll
processes. That is, the Department is acting as a conduit through which the payment to eligible employees is
made on behalf of the Family Assistance Office.

All payables are measured at their nominal amount, are unsecured and are normally settled within 30 days
from the date of the invoice or date the invoice is first received.

Employee benefit on-costs include payroll tax, WorkCover levies and superannuation contributions in respect
to outstanding liabilities for salaries and wages, LSL, country incentive leave, annual leave and SERL.

The Department makes contributions to several State Government and externally managed superannuation
schemes. 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 respective superannuation schemes. The only liability
outstanding at reporting date relates to any contributions due but not yet paid to the South Australian
Superannuation Board.

Borrowings/Financial liabilities
The Department measures financial liabilities including borrowings/debt at historical cost.

Leases
The determination of whether an arrangement is or contains a lease is based on the substance of the
arrangement.

The Department has entered into finance leases and operating leases.

Finance leases

Finance leases which transfer to the Department substantially all the risks and benefits/rewards incidental to
ownership of the leased assets, are capitalised at the inception of the lease at the fair value of the leased asset
or, if lower, at the present value of the minimum lease payments.

Minimum lease payments are allocated between interest expense/borrowing costs and reduction of the lease
liability to each period during the lease term, so as to produce a constant periodic rate of interest on the
remaining balance of the liability.

Where there is no reasonable assurance that the Department will obtain ownership of the capitalised asset at
the end of the lease term, the asset is amortised over the shorter of the lease term and its useful life.

In July 2009 the State of South Australia entered into a 30 year agreement under the Partnership’s SA policy
for the financing, design, construction and maintenance of six schools that opened during the 2010-11
financial year. At the completion of construction for each school a commitment in regard to these assets was
recognised as a finance lease with related finance lease assets.

Operating leases

Operating lease payments are recognised as an expense in the Statement of Comprehensive Income on a
straight-line basis over the lease term. The straight-line basis is representative of the pattern of benefits derived
from the leased assets.

Employee benefits

These benefits accrue for employees as a result of services provided up to the reporting date that remain
unpaid. Long-term employee benefits are measured at present value and short-term employee benefits are
measured at nominal amounts.

Salaries and wages, annual leave, country incentive leave, SERL and sick leave
The liability for salary and wages are measured as the amount unpaid at the reporting date at remuneration
rates current at reporting date.

The annual leave liability, country incentive leave and SERL liability are expected to be payable within
12 months and are measured at the undiscounted amount expected to be paid.

No provision has been made for sick leave as all sick leave is non-vesting and the average sick leave taken in
future years by employees is estimated to be less than the annual entitlement for sick leave.
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LSL
The liability for LSL is measured as the present value of expected future payments to be made in respect of
services provided by employees up to the end of the reporting period using the projected unit credit method.

The estimated liability for LSL is based on actuarial assumptions over expected future salary and wage levels,
experience of employee departures and periods of service. These assumptions are based on employee data over
the education sector across government. Expected future payments are discounted using market yields at the
end of the reporting period on government bonds with durations that match, as closely as possible, the
estimated future cash outflows.

Provisions

Provisions are recognised when the Department has a present obligation as a result of a past event, it is
probable that an outflow of resources embodying economic benefits will be required to settle the obligation
and a reliable estimate can be made of the amount of the obligation.

When the Department expects some or all of a provision to be reimbursed, the reimbursement is recognised as
a separate asset but only when the reimbursement is virtually certain. The expense relating to any provision is
presented in the Statement of Comprehensive Income net of any reimbursement.

Provisions are measured at the present value of management’s best estimate of the expenditure required to
settle the present obligation at the reporting date. If the effect of the time value of money is material,
provisions are discounted for the time value of money and the risks specific to the liability.

The workers compensation provision is an actuarial estimate of the outstanding liability as at 30 June 2014
provided by a consulting actuary engaged through the Public Sector Workforce Relations Division of DPC.
The provision is for the estimated cost of ongoing payments to employees as required under current
legislation.

The Department is responsible for the payment of workers compensation claims.

Insurance

The Department has insured for risks through SAICORP, a division of SAFA. Under these insurance
arrangements the Department will meet the relevant deductible of a loss or claim arising from property damage
or civil liability (including public liability, products liability, professional indemnity and directors’ and
officers’ liability).

For the Families SA division of the Department, the deductible amount is $10 000 and for the rest of the
Department the deductible amount is $200 000 (except for fire claims $1 million).

Unrecognised contractual commitments and contingent assets and liabilities
Commitments include operating and capital arrangements arising from contractual or statutory sources and are
disclosed at their nominal value.

Contingent assets and contingent liabilities are not recognised in the Statement of Financial Position, but are
disclosed by way of a note and, if quantifiable, are measured at nominal value.

Public Private Partnership (PPP)

In July 2009 the State of South Australia entered into a 30 year agreement with Pinnacle Education SA2
Pty Ltd, under the Partnerships SA policy, for the financing, design, construction and maintenance of six
schools. This agreement includes the provision of operational and maintenance services by the operator for a
specified period of time, and is referred to as a PPP.

Under the PPP agreement, the Department pays the operator over the period of the arrangement, subject to
specified performance criteria being met. These estimated periodic payments are allocated between:

. a component related to the design and construction that is accounted for as a finance lease payment

. a component for the provision and replacement of equipment and infrastructure accounted for as a
service right liability payment

. a component related to the ongoing operation and maintenance of the facilities accounted for as
operating costs which are expensed in the Statement of Comprehensive Income.
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Public Private Partnership (PPP) (continued)

The construction of all six schools was completed during the 2010-11 financial year and the State assumed
responsibility for education provision, staffing, curriculum and teacher practice. On completion of
construction, a finance leased asset was recognised for the facility assets and an intangible asset was
recognised for the service right relating to the supply and use of equipment.

Applicable liability and future commitment disclosures relating to the components of the arrangements are
provided in notes 27, 30 and 32.

New or revised accounting standards and policies
The Department did not voluntarily change any of its accounting policies during the 2013-14 financial year.

In accordance with the new AASB 13, which became effective for the first time in 2013-14, the Department has:

reviewed its fair value valuation techniques (both internal estimates and independent valuation appraisal) for
non-financial assets to ensure they are consistent with the standard. Previously, the Department has used the
cost approach or the market approach to determine fair value. The Department will continue to measure its
non-financial assets using either the cost or market approach. The application of AASB 13 has not had a
material impact on the fair value measurements

included additional disclosures where required to assist users in assessing the valuation techniques and inputs
used to ascertain fair value measurements used for asset and liability measurements.

Fair value hierarchy and other information is provided in notes 23 and 25.

AASs and interpretations that have recently been issued or amended but are not yet effective, have not been adopted
by the Department for the period ending 30 June 2014. The Department has assessed the impact of the new and
amended standards and interpretations and considers there will be no impact on the accounting policies or the
financial statements of the Department.

Activities of the Department
In achieving its objective, the Department provides a range of services classified into the following activities:

Activity 1:  Early Childhood Development

The Department is responsible for the delivery of early childhood education and care, child protection,
health and wellbeing services for children, young people and families. The program recognises the
importance of the parent’s role in their child’s development and builds upon establishing relationships
with families to support every child to grow, learn and develop. The implementation of national and
state early childhood reform agendas to improve outcomes for all South Australian children and
families underpins the program.

There is a key focus on ensuring that the most vulnerable children and young people at risk of
disadvantage are supported. The establishment of children’s centres across the State in areas of highest
need, the provision of preschool for all four-year olds, continued collaboration across agencies and the
delivery of targeted family support programs contribute to achieving this goal. The provision of quality
early childhood education and care services that are accessible, integrated and build effective
relationships with children and families is at the core of the program.

Activity 2:  School Education

The Department is responsible for the delivery of public primary and secondary education across the State
to all children and students within the compulsory education age range and for supporting young people to
be active and productive members of society. The Department seeks to create an education system
characterised by high achievement, growth, challenge, engagement and equity, along with a renewed
focus on teacher and leader capability and their development, responsibility and accountability. Integral to
this objective is the involvement of parents and local communities in the education of children and
students. The Department seeks to maximise every child and young person’s learning outcomes, to
become successful learners, confident and creative individuals and informed citizens.

Educational programs are provided in a wide variety of school settings, including primary, secondary,
birth to Year 12, area schools and facilities managed in partnership with the early years sector. Students
are taught in a range of class settings, including composite and multi-age classes and are provided with
a comprehensive curriculum. The Australian curriculum is being implemented and will replace the
current South Australian Curriculum, Standards and Accountability Framework in years reception to
year 10. Year 11 and 12 education supports students to personalise their learning through a variety of
educational and other programs that lead to the achievement of the South Australian Certificate of
Education (SACE).
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Activity 3:

Care and Protection

The Department is focussed on ensuring that the most vulnerable children and young people at risk of
abuse, neglect and disadvantage are protected from harm. This is a significant responsibility, which the
Department undertakes in partnership with families, other government partners, the non-government
sector and communities. By providing family support and child safety responses to vulnerable families,
children’s safety is enhanced, which addresses the risk of harm and builds on parents’ capacity to care
for their children.

Where children and young people are not able to safely remain in the care of their birth family, the
Department facilitates out-of-home care arrangements. Where this involves placing a child under the
guardianship of the Minister, the Department also provides out-of-home care services and support as
well as case management. To enhance our commitment to protect vulnerable children at risk of abuse
and neglect, a key objective is the redesign of the way a range of care and protection services are
provided. The intention of this redesign is to develop an even stronger family support focus and for all
government and non-government services to be flexible and responsive to the needs of vulnerable
families.

The disaggregated disclosures schedules present expenses, income, assets and liabilities attributable to each of the
activities for the years ended 30 June 2014 and 30 June 2013.
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5. Employee benefits expenses Consolidated DECD
2014 2013 2014 2013
$°000 $°000 $°000 $°000
Salaries and wages (including annual leave) 1755 260 1679 667 1727187 1657 333
Employment on-costs - superannuation 205 638 176 812 202 995 174 359
Employment on-costs - payroll tax 100 474 94 926 100 474 94 926
LSL 64 939 47 999 64 444 47 415
Workers compensation 36 411 31903 36 411 31903
TVSPs 14 410 15819 14 410 15819
Country incentive leave 510 1056 510 1056
Board and committee fees 28 68 28 68
SERL 7941 12 012 7941 12 012
Other employee related expenses 3087 3079 2992 2940
Total employee benefits expenses 2188 698 2063 341 2 157 392 2037831
TVSPs
Amounts paid to separated employees:
TVSPs 10 472 15819 10 472 15819
Annual leave and LSL paid 4069 4 864 4069 4864
14 541 20 683 14 541 20 683
Recovery from DTF 2735 15190 2735 15190
Net cost to the Department 11 806 5493 11 806 5493
Consolidated DECD
2014 2013 2014 2013
Number Number Number Number
Number of employees who received a TVSP 71 98 71 98
Remuneration of employees Consolidated
2014 2014 2013 2013
The number of employees whose remuneration received Number of ~ Number of ~ Number of  Number of
or receivable falls within the following bands: executives®™  employees® executives”  employees®
$138 000 - $141 499 @ n/a n/a - 23
$141 500 - $151 499 - 120 1 111
$151 500- $161 499 3 64 1 69
$161 500 - $171 499 1 48 8 41
$171 500 - $181 499 3 34 2 26
$181 500 - $191 499 1 13 6 18



Education and Child Development

Remuneration of employees (continued) Consolidated
2014 2014 2013 2013

Number of ~ Numberof =~ Number of  Number of

executives™  employees® executives®  employees®

$191 500 - $201 499 3 7 5 13
$201 500 - $211 499
$211 500 - $221 499
$221 500 - $231 499
$231 500 - $241 499
$241 500 - $251 499
$251 500 - $261 499
$261 500 - $271 499
$281 500 - $291 499
$291 500 - $301 499 -
$301 500 - $311 499
$311 500 - $321 499 -
$331 500 - $341 499 -
$351 500 - $361 499 -
$361 500 - $371 499 1
$371 500 - $381 499 -
$381 500 - $391 499 -
$391 500 - $401 499 -
$401 500 - $411 499 - - -
$411 500 - $421 499 -
$421 500 - $431 499 - - -
$431 500 - $441 499 - - -
$441 500 - $451 499 - 1 -
$481 500 - $491 499 - - -
$491 500 - $501 499 - - -
$501 500 - $511 499 - - -
$511 500 - $521 499 - 1 -
$581 500 - $591 499 - - -
$1 131 500 - $1 141 499 - 1 -
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Total 33 336 38 351

@ The number of executive officers disclosed in the above table include employees appointed on a South

Australian Executive Service contract as at 30 June 2014 and 30 June 2013 respectively. The numbers of
executive officers separately disclosed are also included in the number of employee totals for 2014 and 2013.

@ This band has been included for the purposes of reporting comparative figures based on the executive base level

remuneration rate for the 2012-13 financial year.

®) Includes resigned and retired executives not included in the executive column.

The table includes all employees who received remuneration equal to, or greater than, the base executive
remuneration level during the year. Remuneration of these employees reflects all costs of employment including
salary and wages, payments in lieu of leave, employer’s superannuation contributions, salary sacrifice benefits,
fringe benefits and any FBT paid or payable in respect of these benefits.

Of the employees that were remunerated over the base executive remuneration level, 30 (34) also received country
incentive payments. There were 33 (48) individuals that retired with 13 (27) receiving an amount under the TVSP
scheme. All individuals in reference are included in the above employee numbers.

Remuneration received or due and receivable by the above employees was $60 million ($65 million), which is
included in employee benefits expenses. Salary rates during 2013-14 increased by 3% for Education Act 1972 and
PSA employees effective the first pay period on or after 1 October 2013, and 2.5% for executives effective 1 July
2013 due to enterprise agreements.

Number of employees as at the reporting date
As at 30 June, the Department employed 23 136 (22 911) full-time equivalents.
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6. Supplies and services

Minor works and maintenance
Rentals and leases
Management fees and charges
Utilities
Cleaning
Printing, postage and consumables
Training and development
SSSA charges
Vehicle and travelling expenses
Security
Insurance (including self-insurance)
Contractors and other outsourced services
Telecommunications
Legal costs
Residential and client related costs
Computer communications
Copyright
Bus contractors
Excursions and camps
Cost of goods sold
Student learning materials
PPP service fee
Other

Total supplies and services

Consolidated DECD
2014 2013 2014 2013
$°000 $°000 $°000 $°000
136 713 121197 98 313 88 252
29 860 31653 27 309 29 662
18 448 19919 22 071 21 277
47 307 47 638 46 288 46 702
35199 34 300 4913 4 803
79 948 83216 4577 4309
11625 11 029 4 875 3983
13 460 12 449 13 460 12 449
35381 35 869 33273 33833
5948 5501 5651 5078
5998 4 754 6 397 4976
26 130 27 374 26 530 28 273
17 113 16 517 15532 14 885
2 089 2 269 2 089 2269
2507 2 756 2511 2 605
16 969 18 415 13 820 14 930
4179 3926 4174 3923
24 332 23 245 24 336 23 254
20890 19 352 - -
14 975 15233 - -
31335 30 953 - -
5167 5004 5167 5004
82 319 75 888 10 668 12 318
667 892 648 457 371 954 362 785

The total supplies and services amount disclosed includes GST amounts not recoverable from the ATO due to the
Department not holding a valid tax invoice or payments relating to third party arrangements.

Consultancy fees
The number and dollar amount of consultancies
paid/payable (included in supplies and services
expense) that fell within the following bands:
Below $10 000
Between $10 000 and $50 000
Above $50 000
Total

7. Grants and subsidies

Recurrent grants paid to schools and units

Capital grants paid to schools and units

Recurrent grants paid to preschools

Recurrent grants paid to other organisations
Total grants and subsidies

8. Depreciation and amortisation expense
Depreciation:
Buildings and improvements
Residential accommodation housing

Computing, communication, furniture and equipment

Buses and motor vehicles
Other
Total depreciation

Amortisation:
Leasehold improvements
Intangible assets
Buildings under finance lease
Service right for equipment
Total amortisation
Total depreciation and amortisation expense

Consolidated

2014 2013

Number $°000 Number $°000
- - 1 4
1 43 - -
4 274 1 82
5 317 2 86

Consolidated DECD
2014 2013 2014 2013
$°000 $°000 $°000 $’000
- - 165 333 180 850
- - 9311 13541
5675 9205 5675 9 205
183 135 191 181 183 135 191 264
188 810 200 386 363 454 394 860
89 728 86 602 89 705 86 577
669 672 669 672
3896 4108 211 556
2 827 2661 2153 1 856
457 539 139 148
97 577 94 582 92 877 89 809
1284 2611 1284 2611
1167 1026 1167 1026
4420 4420 4420 4420
799 799 799 799
7670 8 856 7670 8 856
105 247 103 438 100 547 98 665
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Borrowing costs Consolidated DECD
2014 2013 2014 2013
$’000 $’000 $’000 $’000
Interest paid/payable on borrowings 272 117 - -
Finance least costs 22 391 22 407 22 391 22 407
Total borrowing costs 22 663 22 524 22 391 22 407
Finance lease costs relate to the interest expenses associated with the PPP agreement.
Other expenses
Auditor’s remuneration - Auditor-General’s Department™®
Auditor-General’s Department®) 684 549 684 549
Auditor’s remuneration - other 1045 993 984 949
Allowance for doubtful debts and debt write-offs 2 096 1793 140 43
Non-current assets written off 8 504 6232 8 504 6232
Revaluation decrement of buildings under finance
lease and leasehold improvement assets 4228 - 4228 -
Other expenses 1803 2558 1803 2573
Donated assets - - - 2 160
Total other expenses 18 360 12 125 16 343 12 506

@ Audit fees paid/payable to the Auditor-General's Department relate to the audit of the financial statements. No

other services were provided by the Auditor-General’s Department.

Commonwealth revenues Consolidated DECD
2014 2013 2014 2013
National Partnership - Universal Access to Early $°000 $°000 $’000 $°000

Childhood Development 26 289 35 667 26 289 35667
National Partnership - Communities Making a

Difference 11 076 29311 11076 29311
Family Day Care Scheme 24 287 24 158 24 287 24 158
National Partnership - Digital Education Revolution 4 682 12 666 4682 12 666
National Partnership - Aboriginal Children and

Family Centres 5497 9016 5497 9016
National Partnership - Improving Teacher Quality -

Principal Professional Development 832 - 832 -
National Partnership - Rewards for Great Teachers 1915 - 1915 -
Trade Training Centres program 8923 7233 8923 7233
National Partnership - Improving Literacy and Numeracy 4 684 5284 4 684 5284
National Partnership - Literacy and Numeracy 5540 5106 5540 5106
National Partnership - Teacher Quality 2089 4515 2089 4515
Family Day Care Administration 4 343 4 449 4343 4 449
Detainee Minors 5386 3961 5386 3961
National Solar Schools 924 3619 924 3619
National Partnership - Youth Attainment and

Transition program 968 1937 968 1937
National Partnership - More Support for Students

with Disabilities 5248 1335 5248 1335
Unaccompanied Humanitarian Minors 688 1196 688 1196
National Partnership - Advanced Technology 547 1175 547 1175
National Partnership - Investing in Focus Schools 1000 1000 1000 1000
National Partnership - Empowering Local Schools - 1000 - 1000
The Next Steps Initiative 260 992 260 992
Other specific Commonwealth revenue 4783 4046 4783 4 046

Total Commonwealth revenues 119 961 157 666 119 961 157 666

Commitments

The Universal Access to Early Childhood Development program received $26.3 million ($35.7 million) of
Commonwealth revenue in 2013-14. Funding is aimed at providing additional hours of access to early childhood

education. As at 30 June 2014 all program outcomes have been met.

The Communities Making a Difference program received $11.1 million ($29.3 million) of Commonwealth revenue in
2013-14. All program funds were expended. These program funds delivered a number of school and regional based

programs targeting low socio economic communities.
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Commitments (continued)

The Family Day Care Scheme received $24.3 million ($24.2 million) of Commonwealth revenue in 2013-14 of which
$0.5 million ($1.4 million) was unspent as at 30 June 2014. The funding was provided to childcare providers as a
Commonwealth subsidy to fund childcare services on behalf of parents.

The Digital Education Revolution program received $4.7 million ($12.7 million) of Commonwealth revenue in
2013-14. The National Partnership ceased on 31 December 2013. All program funds are expended and final reporting
to the Commonwealth is complete. These program funds helped schools to sustain the 1:1 computer ratio and
purchase other ICT equipment to support students in Years 9 to 12.

The Aboriginal Children and Family Centres program received $5.5 million ($9 million) of Commonwealth revenue
in 2013-14 of which $0.2 million ($0.2 million) was unspent as at 30 June 2014. The funding is for increased support
for Aboriginal children with the establishment of four Aboriginal Children and Family centres.

The Trade Training Centres program received $8.9 million ($7.2 million) of Commonwealth revenue in 2013-14 of
which $0.7 million ($0.7 million) was unspent as at 30 June 2014. The funds are for the provision and development
of training centres assisting young South Australians to pursue vocational pathways.

The Improving Literacy and Numeracy program received $4.7 million ($5.3 million) of Commonwealth revenue in
2013-14 of which $0.02 million ($5.2 million) was unspent as at 30 June 2014. The funding is to improve literacy
and numeracy in schools and improving teaching capability and effectiveness.

The Literacy and Numeracy program received $5.5 million ($5.1 million) of Commonwealth revenue in 2013-14
which was fully spent as at 30 June 2014 ($0.8 million was unspent as at 30 June 2013). The purpose of this funding
is to achieve national literacy and numeracy reform.

The Teacher Quality program received $2.1 million ($4.5 million) of Commonwealth revenue in 2013-14 of which
$0.3 million ($3 million) was unspent as at 30 June 2014. The funding is for schools to improve the quality of
teaching and leadership, with a specific focus on principals, in Australian schools and maintaining a quality teaching
workforce.

The National Solar Schools program received $0.9 million ($3.6 million) of Commonwealth revenue in 2013-14
which was fully spent.

The Youth Attainment and Transition program received $1 million ($1.9 million) of Commonwealth revenue in
2013-14 of which $0.4 million ($0.5 million) was unspent as at 30 June 2014. The funding is for schools to achieve
improvements in the numbers of young Australians making successful transitions from schooling into further
education, training or employment.

The More Support for Students with Disabilities program received $5.2 million ($1.3 million) of Commonwealth
revenue in 2013-14 of which $0.5 million ($1.3 million) was unspent as at 30 June 2014. The funding will assist
schools through a range of initiatives including professional support of teachers and school support staff to build their
capacity to deliver special education programs through support and use of assistive learning technology and a range
of other learning modes.

The Unaccompanied Humanitarian Minors program received $0.7 million ($1.2 million) of Commonwealth revenue
in 2013-14 which was fully spent. The funding is for Families SA to provide appropriate care and supervision
services to the unaccompanied humanitarian minors who are referred to it by the Commonwealth.

The Advanced Technology program received $0.5 million ($1.2 million) of Commonwealth revenue in 2013-14 of
which $0.08 million ($0.4 million) was unspent as at 30 June 2014. The funding is for schools to achieve sustained
improvements for pathways for young people into the defence industry sector in educational outcomes in
participating schools/school communities that align with those in the National Education Agreement.

The Investing in Focus Schools program received $1 million ($1 million) of Commonwealth revenue in 2013-14
which was fully spent. The funding is to assist select schools bring about improved school attendance, increased
student and family engagement in school and improved academic achievement of Aboriginal and Torres Strait
Islander students.

The Detainee Minors program received $5.4 million ($4 million) of Commonwealth revenue in 2013-14 of which
$0.5 million ($0) was unspent as at 30 June 2014. The Commonwealth (Department of Immigration and Border
Protection) currently reimburses all expenses associated with the provision of services by South Australian
Government agencies to people in immigration detention (Inverbrackie and Pt Augusta) within South Australia.
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Commitments (continued)

The Family Day Care Administration program received $4.3 million ($4.4 million) of Commonwealth revenue in
2013-14 which was fully spent. The funding is provided to assist the Family Day Care Administration program to
administer the State wide family day care centres in South Australia.

The Rewards for Great Teachers program received $1.9 million ($0) of Commonwealth revenue in 2013-14 of which
$0.2 million ($0) was unspent as at 30 June 2014. The purpose of this funding is to provide one-off teacher reward
payments to teachers who achieve certification at the highly accomplished and lead levels of the National
Professional Standards for Teachers from 2014 to 2018.

The Improving Teacher Quality - Principal Professional Development program received $0.8 million ($0) of
Commonwealth revenue in 2013-14 which was fully spent. The objective of this program is to contribute to the
facilitation reform under the agreement of developing and delivering high-quality professional development programs
for principals and emerging principals that address national and local priorities; and the sharing of best practice
programs nationally.

Other programs received $5 million ($6.7 million) of which $1.14 million ($1.8 million) was unspent as at 30 June
2014.

Student and other fees and charges Consolidated DECD
2014 2013 2014 2013
$’000 $°000 $°000 $°000
Sales/Fee-for-service revenue 13684 14 278 2436 2681
Student enrolment fees and charges 99 894 95131 2749 2 653
Other user fees and charges 14 400 18 060 15471 19 534
Canteen sales 15 840 15911 - -
Total student and other fees and charges 143 818 143 380 20 656 24 868

Other grants and contributions

Grants and subsidies revenue 24 454 31317 14 204 15613

Donations 713 651 5 1
Total other grants and contributions 25 167 31 968 14 209 15614

Interest revenues

Interest from entities within the SA Government 9741 13438 8223 8424

Other 447 293 27 73
Total interest revenues 10188 13731 8 250 8 497

Net gain from disposal of non-current assets
Land and buildings:

Proceeds from disposal 3544 - 3544 -
Net book value of assets disposed (1 652) - (1652) -
Net gain from disposal of land and buildings 1892 - 1892 -
Vehicles, plant and equipment:
Proceeds from disposal 278 203 38 -
Net book value of assets disposed (316) (381) (60) -
Net loss from disposal of vehicles,
plant and equipment (38) (178) (22) -
Non-current assets classified as held for sale:
Proceeds from disposal 7242 8761 7242 8761
Net book value of assets disposed (4 421) (8 130) (4 421) (8 130)
Net gain from disposal of non-current assets
classified as held for sale 2821 631 2821 631
Total assets:
Total proceeds from disposal 11 064 8 964 10 824 8761
Total value of assets disposed (6 389) (8511) (6 133) (8 130)
Total net gain from disposal of non-current assets 4 675 453 4691 631
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16.

17.

18.

19.

Other revenues Consolidated DECD
2014 2013 2014 2013
$’000 $°000 $’000 $°000
Commission received 2 006 1474 3423 1090
Fundraising revenue 7583 7298 - -
Assets recognised for the first time 9272 1884 9272 1884
Recoveries - other 12 686 10 454 17 781 19176
Other revenue 31518 30 800 6 928 5315
Contributed assets 48 2 649 48 2 649
Total other revenues 63113 54 559 37 452 30114

Revenues from (Payments to) SA Government
Revenues from SA Government:
Appropriations from the Consolidated Account

pursuant to the Appropriation Act 2812749 2617 289 2821749 2617 289
Transfers from contingencies 19 404 48 059 19 404 48 059
Total revenues from SA Government 2841 153 2 665 348 2841153 2 665 348

Payments to SA Government:
Return of surplus cash pursuant to cash alignment

policy (45 573) - (45 573) -
Total payments to SA Government (45 573) - (45 573) -
Cash and cash equivalents

Deposits with the Treasurer - at call 79011 153 597 79011 153 597

Deposits with the Treasurer - Accrual Appropriation
Excess Funds Account 252 892 211 826 252 892 211 826
SA School Investment Fund (SASIF) 353034 351 043 - -
Cash at bank and on hand 30 268 30531 898 870
Section 21 Deposit Accounts 377 373 377 373
Total cash and cash equivalents 715 582 747 370 333178 366 666

Deposits with the Treasurer
Funds held in the Accrual Appropriation Excess Funds Account are not available for general use, ie the funds can
only be used in accordance with the Treasurer’s/Under Treasurer’s approval.

SASIF

Represents the amount held in schools SASIF accounts at 31 December 2013, adjusted to account for additional grant
revenue and other material movements that occurred between the school's calendar year and the Department's
financial year.

The physical amount held in schools and units SASIF accounts as at 30 June 2014 was $362.7 million
($372.7 million) and does not include $23.2 million ($22.7 million) held in the account for preschools and some units
as these have been treated as transactions with third parties.

Receivables Consolidated DECD
2014 2013 2014 2013
Current: $’000 $’000 $’000 $’000
Fees, charges and other receivables 24 247 31014 19919 22 613
Allowance for doubtful debts (4 083) (3831) (107) (36)
GST recoverable from the ATO 11 350 14 819 8779 12 004
Accrued revenues 3277 2271 6 103 1619
Prepayments 3221 3886 1870 2 467
Loan receivables - - 653 947
Total current receivables 38 012 48 159 37217 39614

Non-current:

Workers compensation receivable 841 633 841 633
Loan receivables 15 19 5820 6 305
Total non-current receivables 856 652 6 661 6 938
Total receivables 38 868 48 811 43 878 46 552
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Receivables (continued)
The allowance for doubtful debts (allowance for impairment loss) is recognised when there is objective evidence (ie
calculated on past experience and current and expected changes in client rating) that a receivable is impaired.

An allowance for impairment loss has been recognised in other expenses in the Statement of Comprehensive Income
for specific debtors and debtors assessed on a collective basis for which such evidence exists.

Consolidated DECD
Movement in the allowance for doubtful debts 2014 2013 2014 2013
(impairment loss): $°000 $°000 $°000 $°000
Carrying amount at 1 July 3831 3650 36 30
Increase (Decrease) in the allowance 2096 1793 140 43
Amounts written off (1 844) (1612) (69) (37)
Carrying amount at 30 June 4083 3831 107 36

Interest rate and credit risk
Receivables are raised for all goods and services provided for which payment has not been received. Receivables are
normally settled within 30 days. Receivables and accrued revenues are non-interest bearing.

Other than as recognised in the allowance for doubtful debts, it is not anticipated that counterparties will fail to
discharge their obligations. The carrying amount of receivables approximates net fair value due to being receivable on
demand. There is no concentration of credit risk.

(@  Maturity analysis of receivables - refer note 37.
(b)  Categorisation of financial instruments and risk exposure information - refer note 37.

Inventories Consolidated DECD
2014 2013 2014 2013
Current: $’000 $’000 $’000 $’000
Materials at net realisable value 5389 5002 139 135
Total current inventories 5389 5002 139 135
Total inventories 5389 5002 139 135

Other financial assets

Current:
Term deposits 1976 1740 - -
Total current investments 1976 1740 - -

Non-current:

Term deposits 120 118 - -
Total non-current investments 120 118 - -
Total other financial assets 2 096 1858 - -

The term deposits are carried at cost and are to be held to their maturity.

Non-current assets classified as held for sale

Current:
Land 4 695 9 807 4 695 9 807
Buildings and improvements 2 362 3875 2 362 3875
Buses 160 16 160 16
Total non-current assets classified as held for sale 7217 13 698 7217 13 698

As a result of school closures and amalgamations, the land and buildings located at these sites are surplus to
requirements. It is anticipated that the land and buildings will be sold within the next 12 months. There were no
indications of impairment of the land and buildings transferred to held for sale.

The following table shows the movement of non-current assets classified as held for sale:
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22.  Non-current assets classified as held for sale
(continued)
Land held for sale:
Carrying amount at 1 July
Asset disposals
Assets reclassified to (from) assets held for sale
Carrying amount at 30 June

Building and improvements:
Carrying amount at 1 July
Asset derecognised/disposals
Assets reclassified to (from) assets held for sale
Carrying amount at 30 June

Buses:
Carrying amount at 1 July
Asset disposals
Assets reclassified to assets held for sale
Carrying amount at 30 June
Total non-current assets classified as held for sale

23.  Property, plant and equipment
Land:
Land
Total land

Buildings and improvements:
Buildings and improvements
Accumulated depreciation
Total buildings and improvements

Residential accommodation housing:
Residential accommodation housing
Accumulated depreciation

Total residential accommodation housing

Buildings under finance lease:
Buildings under finance lease
Accumulated amortisation
Total buildings under finance lease

Construction work in progress:
Construction work in progress
Total construction work in progress

Leasehold improvements:
Leasehold improvements
Accumulated amortisation
Total leasehold improvements

Buses/Motor vehicles:
Buses/Motor vehicles
Accumulated depreciation

Total buses/motor vehicles

Computing, communications, furniture and equipment:
Computing, communications, furniture and
equipment
Accumulated depreciation
Total computing, communications, furniture
and equipment

Other assets:
Other assets
Accumulated depreciation
Total other assets
Total property, plant and equipment

500

Consolidated DECD
2014 2013 2014 2013
$’000 $°000 $’000 $°000
9807 9 856 9807 9 856
(4 405) (4 749) (4 405) (4 749)
(707) 4700 (707) 4700
4695 9 807 4 695 9 807
3875 6 997 3875 6 997
(183) (3381) (183) (3381)
(1 330) 259 (1 330) 259
2362 3875 2 362 3875
16 12 16 12
(16) - (16) -
160 4 160 4
160 16 160 16
7217 13 698 7217 13 698
1315692 1301 281 1315293 1 300 882
1315692 1301 281 1315293 1 300 882
5963 259 5748 254 5962 713 5747 792
(3681151) (3390611) (3680956) (3390 450)
2282 108 2 357 643 2281 757 2 357 342
32418 31198 32418 31198
(14 382) (12 739) (14 382) (12 739)
18 036 18 459 18 036 18 459
189 756 176 938 189 756 176 938
(11 798) (10 465) (11 798) (10 465)
177 958 166 473 177 958 166 473
181 700 113 557 181 700 113 557
181 700 113 557 181 700 113 557
31419 39811 31419 39811
(28 330) (21 315) (28 330) (21 315)
3089 18 496 3089 18 496
59 119 62 714 47 416 51770
(34 530) (37 427) (27 613) (31 184)
24 589 25 287 19 803 20 586
51016 51619 13 898 13772
(31 315) (31 786) (12 874) (12 830)
19701 19 833 1024 942
10 196 9800 4138 4159
(6 912) (6 476) (3 859) (3 740)
3284 3324 279 419
4026 157 4024 353 3998 939 3997 156
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Valuation of non-current assets
The independent valuation of land held for education related services was performed by the Valuer-General as at
30 June 2014.

Buildings, pavings and swimming pools used for the provision of education related services are valued through
reference to SAMIS which is maintained by DPTI. These building and paving valuations were valued as at 30 June
2014 and the swimming pools were valued as at 30 June 2012.

The independent valuation of residential accommodation was performed as at 30 June 2012 by Fred Taormina
BAppSc(Val) AAPI Certified Practising Valuer of Valcorp Australia Pty Ltd. The valuation was performed by
reference to market selling price utilising comparable sales evidence.

The independent valuation of buildings under finance lease was performed as at 30 June 2014 by Fred Taormina
BAppSc(Val) AAPI Certified Practising Valuer of Valcorp Australia Pty Ltd. The valuer adopted depreciated
replacement cost when valuing the buildings due to their not being an active market for purchasing such buildings.
The depreciated replacement cost considered the need for ongoing provision of government services; the specialised
nature of the assets including the restricted use of the assets; size, condition, location and current use of the asset. The
valuation was based on cost data from construction manuals and projects costs of buildings recently erected.

The independent valuation of leasehold improvements was performed by Fred Taormina BAppSc(Val) AAPI
Certified Practising Valuer of Valcorp Australia Pty Ltd as at 30 June 2014. The valuer adopted depreciated
replacement cost when valuing the assets as quoted prices in an active liquid market were not available.

Bus values are based on an internal estimate of current depreciated replacement cost. The previous valuation occurred
as at 30 June 2012.

All computing, communications, furniture and equipment and other assets had a fair value at time of acquisition that
was less than $1 million and have not been revalued in accordance with APF Il1. The carrying values of these assets
are deemed to approximate fair value. These assets are classified in level 3 as there has been no subsequent
adjustment to their fair value, except for management assumptions about condition and remaining useful life.

Impairment
There were no indications of impairment of property, plant and equipment at 30 June 2014.
Reconciliation of non-current assets DECD
Buildings  Residential Construction
Buildings & under finance accomm work in Leasehold Buses/Motor
Land imprvmnts lease housing progress  imprvmnts vehicles
2014 $°000 $’000 $’000 $’000 $°000 $’000 $°000
Carrying amount at 1 July 1300 882 2 357 342 166 473 18 459 113 557 18 496 20586
Additions 572 - - - 144 136 - 1590
Disposals (1 652) - - - - - (60)
Assets derecognised - (8 083) - - - (217) -
Assets reclassified to (from) assets
held for sale 707 1330 - - - - (160)
Transfers to (from) WIP - 69 765 - - (75993) 6 228 -
Transfers between asset classes - - 20 007 - - (20 007) -
Revaluation increment (decrement) 14 784 (57 942) (4 101) - - (127) -
Depreciation and amortisation - (89 705) (4 420) (669) - (1 284) (2 153)
Assets recognised for the first time - 9003 - 246 - - -
Transfers from third parties - 48 - - - - -
Other changes - (1) (1) - - - -
Carrying amount at 30 June 1315293 2281757 177 958 18 036 181 700 3089 19 803
Computing, Internally
communctn Service  developed
furniture & Tangible right for computer Intangible
equipment Other assets  assets total ~ equipment software  assets total
$°000 $’°000 $’000 $°000 $’°000 $°000
Carrying amount at 1 July 942 419 3997 156 20812 5379 26191
Additions 291 - 146 589 - - -
Disposals - - (1712) - - -
Assets derecognised (21) - (8 321) - - -
Assets reclassified to (from) assets
held for sale - - 1877 - - -
Transfers to (from) WIP - - - - - -
Transfers between asset classes - - - - - -
Revaluation increment (decrement) - - (47 386) - - -
Depreciation and amortisation (211) (139) (98 581) (799) (1167) (1966)
Assets recognised for the first time 23 - 9272 - - -
Transfers from third parties - - 48 - - -
Other changes - (1) 3) - - -
Carrying amount at 30 June 1024 279 3998 939 20013 4212 24 225
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24.

Reconciliation of non-current assets (continued)

2013

Carrying amount at 1 July
Additions

Assets derecognised

Assets reclassified to assets held for sale

Transfers to (from) WIP

Revaluation increment (decrement)
Depreciation and amortisation
Assets recognised for the first time
Transfers to (from) third parties

Other changes

Carrying amount at 30 June

Carrying amount at 1 July
Additions
Assets derecognised

Assets reclassified to assets held for sale

Transfers to (from) WIP

Revaluation increment (decrement)
Depreciation and amortisation
Assets recognised for the first time
Transfers to (from) third parties

Other changes

Carrying amount at 30 June

The above reconciliations of non-current assets are for the DECD entity only.

DECD
Buildings  Residential Construction

Buildings & under finance accomm workin  Leasehold Buses/Motor
Land imprvmnts lease housing progress  imprvmnts vehicles
$’000 $’000 $°000 $°000 $°000 $°000 $’000
1291 043 2372012 170 893 15199 66 669 19 202 17 045
2172 - - - 124 957 374 5405
- (6 132) - - (20) (4)
(4 700) (259) - - - 4)
- 76 518 - - (78 069) 1551 -
11 287 - - 2363 - - -
(86 577) (4 420) (672) - (2611) (1 856)
- 1824 - - - - -
1080 - - 1569 - -
- (44) - - - - -
1300 882 2357 342 166 473 18 459 113 557 18 496 20 586

Computing, Internally

communctn Service  developed
furniture & Tangible right for computer  Intangible
equipment Other assets  assets total ~ equipment software  assets total
$’000 $’000 $°000 $’000 $°000 $’000
3491 557 3956111 21611 6 405 28 016
298 10 133216 - - -
(76) - (6 232) - -
- - (4 963) - -
- - 13 650 - - -
(556) (148) (96 840) (799) (1 026) (1 825)
60 - 1884 - - -
(2 160) - 489 - -
(115) - (159) - - -
942 419 3997156 20812 5379 26191

obtained from schools to allow for the disclosure of consolidated information.

Intangible assets

Internally developed computer software:
Internally developed computer software

Accumulated amortisation

Total internally developed computer software

Other computer software:
Other computer software
Accumulated amortisation

Total other computer software

Service right for the right to use equipment:

Service right for equipment
Accumulated amortisation

Total service right for the right to use equipment

Total intangible assets

Information is not collected or

Consolidated DECD
2014 2013 2014 2013
$°000 $’000 $’000 $’000
12 668 12 668 12 668 12 668
(8 456) (7 289) (8 456) (7 289)
4212 5379 4212 5379
117 117 117 117
(117) (117) (117) (117)
22 691 22 691 22 691 22 691
(2 678) (1879) (2678) (1879)
20013 20812 20013 20812
24 225 26 191 24 225 26 191

The internally developed computer software relates to the Department’s human resource management system (Valeo)
and the Connected Client and Case Management System (C3MS) for case management of children.

The service right to use equipment relates to the provision, maintenance and replacement of equipment under the PPP
over the period of the agreement. The service right is amortised over the remaining period of the PPP agreement. The
PPP arrangements have been detailed in note 2(p) above.

Impairment

There were no indications of impairment on intangible assets at 30 June 2014.
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Fair value measurement

Fair value hierarchy

The fair value of non-financial assets must be estimated for recognition and measurement or for disclosure purposes.
The Department categorises non-financial assets measured at fair value into hierarchy based on the level of inputs
used in measurement.

The Department classifies fair value measurement using the following fair value hierarchy that reflects the
significance of the inputs used in making the measurements, based on the data and assumptions used in the most
recent valuation.

Level 1: traded in active markets and is based on unadjusted quoted prices in active markets for identical assets
or liabilities that the entity can access at measurement date.

Level 2: not traded in an active market and are derived from inputs (input other than quoted prices included
within level 1) that are observable for the asset either directly or indirectly.

Level 3: not traded in an active market and are derived from unobservable inputs.

Fair value measurements recognised in the Statement of Financial Position are categorised into the following levels at
30 June 2014.

The Department had no valuations categorised into level 1.

Fair value measurements at 30 June 2014 Level 2 Level 3 Total
Recurring fair value measurements: $’000 $°000 $’000
Land 1315293 - 1315293
Buildings and improvements - 2281 757 2 281 757
Residential accommodation housing 18 036 - 18 036
Buildings under finance lease - 177 958 177 958
Leasehold improvements - 3089 3089
Buses/Motor vehicles 19 803 - 19 803
Computing, communications, furniture
and equipment - 1024 1024
Other assets - 279 279
Total recurring fair value measurements 1353132 2 464 107 3817 239
Non-recurring fair value measurements:
Land held for sale 4 695 - 4 695
Buildings and improvements held for sale 2 362 - 2 362
Buses held for sale 160 - 160
Total non-recurring fair value measurements 7217 - 7217
Total fair value measurements 1360 349 2 464 107 3 824 456

The above disclosure of fair value measurement is for the DECD entity only. Information is not collected or obtained
from schools to allow for the disclosure of consolidated information.

Comparative information for non-financial assets has not been provided as permitted by the transitional provisions of
the new standard.

Valuation techniques and inputs

Valuation techniques used to derive level 2 and 3 fair values are disclosed in note 23. Further details regarding
significant valuation inputs are detailed below. There were no changes in valuation techniques during 2013-14
financial year.

Quantitative information about fair value measurement using significant unobservable inputs (level 3)

Buildings and improvements

Buildings and improvement assets comprises building structures, swimming pools and paved areas. The values are
based on depreciated estimated current replacement cost which is determined by SAMIS maintained by DPTI. The
current replacement cost is a calculation based on the size of the structure and takes into consideration a range of
factors including building type and structure, function, fabric, engineering plant and service and fixed furniture and
fittings. The weighted averages for assets within this class of assets are:

. buildings - $2598 per square metre
. swimming pools - $1153 per square metre
. paving - $30.19 per square metre.
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Buildings under finance lease
The buildings under finance lease were valued using a depreciated replacement cost approach. The weighted average
of these buildings is $3512 per square metre.

Leasehold improvements
The valuation of the leasehold improvement assets was conducted using depreciated replacement cost. The weighted
average of these improvements is $1006 per square metre.

Computing, communications, furniture and equipment and other assets
The assets within the computing, communications, furniture and equipment and other assets classifications are valued
at historical cost less accumulated depreciation. The inputs to the valuation are useful life and condition assessment.

Reconciliation of fair value measurement - level 3 Computing
Buildings comms
Buildings & under finance Leasehold  furniture &
imprvmnts lease imprvmnts  equipment  Other assets
2014 $’000 $’000 $’000 $’000 $’000
Opening balance at 1 July 2 357 342 166 473 18 496 942 419
Acquisitions - - - 291 -
Assets derecognised (8 083) - (217) (21) -
Classified as held for sale
and/or disposal 1330 - - - -
Capitalised subsequent expenditure 69 765 - 6 228 - -
Transfers between asset classes - 20 007 (20 007) - -
Assets recognised for the first time 9003 - - 23 -
Transfers from third parties 48 - - - -
Other changes 1) (1) - - (@)
Gains (Losses) for the period
recognised in net result:*
Revaluation decrement - (4101) (127) - -
Depreciation and amortisation (89 705) (4 420) (1 284) (211) (139)
Gains (Losses) for the period in other
comprehensive income:
Revaluation decrement (57 942) - - - -
Closing balance as at 30 June 2 281 757 177 958 3089 1024 279

*  Of these gains and losses, $99.8 million is attributable to the change in unrealised gains or losses for assets held
at the end of the reporting period. The amounts of these changes are included in the following line items:

. revaluation decrement

. depreciation and amortisation.

The above reconciliation is for the DECD entity only. Information is not collected or obtained from schools to allow
for the disclosure of consolidated information.

26.  Payables Consolidated DECD
2014 2013 2014 2013
Current: $’000 $’000 $’000 $’000
Creditors 42 119 77 822 57 957 87 051
Employment on-costs 48 996 36 639 48 992 36 639
Accrued expenses 12 474 15041 8134 9676
Accrued interest on PPP finance lease 2878 2797 2878 2797
Lease payables 4 14 - -
Total current payables 106 471 132 313 117 961 136 163
Non-current:
Employment on-costs 52 779 34 029 52 779 34 029
Accrued interest on PPP finance lease 4771 3358 4711 3358
Creditors 2 11 2 11
Total non-current payables 57 492 37 398 57 492 37 398
Total payables 163 963 169 711 175 453 173 561
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Payables (continued)

As a result of an actuarial assessment performed by DTF, the percentage of the proportion of LSL taken as leave
changed in 2014 to a rate of 64% (26%) and the average factor for the calculation of employer superannuation was
changed to a rate of 10.3% (10.2%). These rates are used in the employment on-cost calculation.

Interest rate and credit risk

Creditors and accruals are raised for all amounts billed but unpaid. Sundry creditors are normally settled within
30 days. Employment on-costs are settled when the respective employee benefit that they relate to is discharged. All
payables are non-interest bearing. The carrying amount of payables represents fair value due to the amounts being
payable on demand.

(@  Maturity analysis of payables - refer note 37.3.
(b)  Categorisation of financial instruments and risk exposure information - refer note 37.

Borrowings Consolidated DECD
2014 2013 2014 2013
Current; $’000 $°000 $’000 $°000
Obligations under finance leases® 1301 1163 1301 1163
Borrowings 36 71 - -
Total current borrowings 1337 1234 1301 1163

Non-current:

Obligations under finance leases™ 172 403 173 704 172 403 173 704
Borrowings 85 112 - -
Advance® 285 406 285 406
Total non-current borrowings 172773 174 222 172 688 174110
Total borrowings 174110 175 456 173 989 175 273

@ This finance lease is related to the public private partnership agreement and is interest bearing.
@ The advance was to establish the imprest account and is non-interest bearing.

Finance leases are recognised at cost, and the interest rate implied based on the total payments due over the life of the
finance lease is 11.26% (refer note 32(a)(ii)).

(@  Maturity analysis of borrowings - refer note 37.3.
(b)  Categorisation of financial instruments and risk exposure information - refer note 37.
(c)  Defaults and breaches - there were no defaults or breaches on any of the above liabilities throughout the year.

Employee benefits Consolidated DECD
2014 2013 2014 2013
Current: $’000 $°000 $°000 $°000
Annual leave 112 186 104 844 111 244 104 046
Accrued salaries and wages 51 806 43 297 51279 42 768
LSL 59 599 60 016 59 560 59 955
SERL 14 500 12 012 14 500 12 012
Country incentive leave 795 1177 795 1177
Total current employee benefits 238 886 221 346 237 378 219 958

Non-current:

LSL 441 486 435518 438 631 432903
Country incentive leave 2 686 2670 2 686 2670
Total non-current employee benefits 444 172 438 188 441 317 435573
Total employee benefits 683 058 659 534 678 695 655 531

AASB 119 contains the DTF calculation methodology for LSL liability. An actuarial assessment performed by DTF
was used to calculate the liability.

AASB 119 requires the use of the yield on long-term Commonwealth Government bonds as the discount rate in the
measurement of the LSL liability. The yield on long-term Commonwealth Government bonds applied decreased from
2013 (3.75%) to 2014 (3.5%) for Families SA employees and from 2013 (3.5%) to 2014 (3.25%) for all other
employees due to differing profiles of employee leave usage.

This decrease in bond yield, which is used as the rate to discount future LSL cash flows, results in a decrease in the
reported LSL liability.
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28.  Employee benefits (continued)
The net financial effect of the changes in methodology and actuarial assumptions in the current financial year is an
increase of $8.6 million in total LSL liability and an increase of $9.6 million in the total employee benefits expense
(which includes on-costs). The impact on future periods is impracticable to estimate as the benchmark is calculated
using a number of assumptions - a key assumption is the long-term discount rate.

The actuarial assessment performed by DTF left the salary inflation rate at 4%. As a result, there is no net financial
effect resulting from changes in the salary inflation rate.

29.  Provisions Consolidated DECD
2014 2013 2014 2013
Current: $’000 $’000 $’000 $’000
Provision for workers compensation 24 605 18 463 24 605 18 463
Provision for legal claims 782 627 782 627
Provision for fire claims - - 80 34
Total current provisions 25 387 19 090 25 467 19124
Non-current:
Provision for workers compensation 92 537 91 409 92 537 91 409
Provision for legal claims 3748 3675 3748 3675
Total non-current provisions 96 285 95 084 96 285 95 084
Total provisions 121 672 114 174 121 752 114 208

Movements in provisions
Provision for workers compensation:

Carrying amount at 1 July 109 872 104 662 109 872 104 662
Reductions arising from payments (26 921) (22 002) (26 921) (22 002)
Additional provision recognised 34191 27 212 34191 27 212

Carrying amount at 30 June 117 142 109 872 117 142 109 872

A liability has been reported to reflect unsettled workers compensation claims. The workers compensation provision
is based on an actuarial assessment performed by the Public Sector Workforce Relations Division of DPC. These
claims are expected to be settled within the next financial year.

Consolidated DECD
2014 2013 2014 2013
Provision for legal claims: $°000 $’000 $°000 $’000
Carrying amount at 1 July 4302 2982 4 302 2982
Reductions arising from payments (753) (540) (753) (540)
Additional provision recognised 981 1860 981 1860
Carrying amount at 30 June 4530 4302 4530 4302
Provision for fire claims:
Carrying amount at 1 July - - 34 126
Reductions arising from payments - - (1021) (134)
Additional provision recognised - - 1067 42
Carrying amount at 30 June - - 80 34
30.  Other liabilities
Current:
Deposits 9678 8924 8735 8154
Unearned revenue 5554 5433 556 324
Equipment service right 478 354 478 354
Other liabilities 5403 5138 348 513
Total current other liabilities 21113 19 849 10117 9 345
Non-current:
Deposits 481 540 - -
Equipment service right 21748 22 225 21748 22 225
Other liabilities 613 692 468 461
Total non-current other liabilities 22 842 23 457 22 216 22 686
Total other liabilities 43 955 43 306 32 333 32031
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Equity

Retained earnings
Revaluation surplus
Total equity

Education and Child Development

Consolidated DECD
2014 2013 2014 2013
$°000 $’000 $°000 $’000
2194 977 2198 613 1787742 1793492
1437799 1506 489 1437 612 1506 302
3632776 3705102 3225354 3299 794

The revaluation surplus is used to record increments and decrements in their fair value of land, buildings and plant
and equipment to the extent that they offset one another within each asset class. Relevant amounts are transferred to

retained earnings when an asset is disposed.

Unrecognised contractual commitments
(a)  PPP related commitments

In July 2009 the State of South Australia entered into a 30 year agreement with Pinnacle Education SA2
Pty Ltd under the Partnerships SA policy, for the financing, design, construction and maintenance of six

schools.

The construction of all six schools was completed and achieved commercial acceptance during the 2010-11
financial year, at which point the State assumed responsibility for education provision, staffing, curriculum

and teacher practice.

(M PPP operations and maintenance commitments

Future operations and maintenance commitments are payable in nominal terms as follows:

Within one year
Later than one year but not later than
five years
Later than five years
Total PPP operations and
maintenance commitments

(i)  PPP finance lease commitments

Consolidated DECD
2014 2013 2014 2013
$’000 $°000 $’000 $°000
5318 5164 5318 5164
22 643 21980 22 643 21980
154 152 159 222 154 152 159 222
182 113 186 366 182 113 186 366

Future minimum lease payments under finance leases together with the present value of net minimum

lease payments are as follows:

Within one year
Later than one year and not later than
five years

Later than five years
Total minimum lease payments

Less amounts representing finance charges
Present value of minimum lease

payments

Included in the financial statements as:
Current borrowings (note 27)
Non-current borrowings (note 27)

Total included in borrowings

2014 2013
Present Present
Minimum value Minimum value
lease of lease lease of lease
payments payments payments payments
$’000 $’000 $’000 $’000
21016 18 891 21018 18 890
84 039 58 276 84 050 58 262
421 801 96 537 442 806 97 715
526 856 173 704 547 874 174 867
353152 - 373 007 -
173 704 173 704 174 867 174 867

Consolidated DECD
2014 2013 2014 2013
$’000 $’000 $°000 $’000
1301 1163 1301 1163
172 403 173 704 172 403 173 704
173 704 174 867 173 704 174 867

The PPP arrangements have been detailed in note 2(p) above. The weighted average interest rate

implicit in the leases is 11.26%.
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33.

(b)

(©

(d)

©)

Capital commitments
Capital expenditure contracted for at the reporting date but not recognised as liabilities in the financial
statements are payable as follows:

Consolidated DECD
2014 2013 2014 2013
$°000 $°000 $°000 $°000
Within one year 57 157 95155 57 157 95155
Later than one year but not later than five years 4075 21213 4075 21213
Total capital commitments 61 232 116 368 61 232 116 368

The Department’s capital commitments are for commitments under the investing program.

Remuneration commitments
Commitments for the payment of salaries and other remuneration under fixed-term employment contracts in
existence at the reporting date but not recognised as liabilities are payable as follows:

Consolidated DECD
2014 2013 2014 2013
$’000 $’000 $’000 $’000
Within one year 7185 6 751 7185 6 751
Later than one year but not later than five years 16 034 12 706 16 034 12 706
Total remuneration commitments 23219 19 457 23219 19 457

Amounts disclosed include commitments arising from executive and other service contracts. The Department
does not offer fixed-term remuneration contracts greater than five years.

Operating lease commitments for vehicles
Commitments in relation to operating leases for vehicles contracted for at the reporting date but not recognised
as liabilities are payable as follows:

Consolidated DECD
2014 2013 2014 2013
$’000 $’000 $’000 $’000
Within one year 5765 5963 5 765 5963
Later than one year but not later than five years 3160 4132 3160 4132
Total operating lease commitments for
vehicles 8925 10 095 8925 10 095

The Department has non-cancellable operating lease commitments for the provision of vehicles to senior
executive officers or sections (ie pool vehicles) with SAFA through their agent LeasePlan Australia Ltd.
There are no purchase options available to the Department.

Operating lease commitments for facilities
Commitments in relation to operating leases contracted for at the reporting date but not recognised as liabilities
are payable as follows:

Consolidated DECD

2014 2013 2014 2013

$°000 $°000 $°000 $°000

Within one year 16 272 15419 16 272 15419
Later than one year but not later than five years 35522 32 626 35522 32 626
Later than five years 11 958 5615 11 958 5615

Total operating lease commitments for

facilities 63 752 53 660 63 752 53 660

The Department has entered into a number of operating leases for the provision of office accommodation and
facilities used for the provision of educational services. Office accommodation is leased from DPTI. The
property leases include both cancellable and non-cancellable leases and are for varied terms. Contingent
rentals are based upon changes in market rental rates, the CPI or a specified rate of increase in the rental
payments. Options exist to renew the leases at the end of the lease term. Some leases have no option to renew.
Rent is payable in arrears.

Contingent assets and liabilities

The Department has received advice from the Crown Solicitor that departmental bus drivers were eligible for LSL

under the former Public Sector Management Act 1995 from 10 March 1994. Payment from this date is being applied

to each application for LSL that is received, however a sufficiently reliable estimate of the potential liability cannot

be made at this time.
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Transferred functions

2014

Transferred in

There were no transferred in functions in 2014.

Transferred out
Under the Public Sector (Reorganisation of Public Sector Operations) Notice 2013, from 3 March 2014 28 employees
were transferred from the Department to the EECSRSB.

The effective date of the transfer is 3 March 2014.

The following assets and liabilities were transferred to the EECSRSB:

Total

Current assets: $’000

Cash 818

Total current assets 818

Total assets 818

Current liabilities:

Payables 29

Employee benefits 185

Total current liabilities 214
Non-current liabilities:

Payables 43

Employee benefits 561

Total non-current liabilities 604

Total liabilities 818

Total net assets transferred -
Net assets transferred by the Department as a result of the administrative restructure were at the carrying amount.
The net assets transferred were treated as a distribution to the SA Government as owner.

2013
There were no transferred functions in 2013.

Remuneration of board and committee members
Members of the boards and committees during the 2013-14 financial year were:

Animal Ethics Committee

Ms Jan Brooks*

Ms Anne Clark
(resigned 13.06.14)

Mr John Hatch

Mr Manfred Heide

Ms Anne Kibble

DECD Audit and Risk Committee

Ms Angela Allison***

Mr Garry Costello*
(resigned 31.12.13)

Mr Gino De Gennaro*
(resigned 27.09.13)

Council for the Care of Children Committee

Ms Fiona Arney
(appointed 05.09.13)

Ms Alison Baker
(appointed 22.05.14)

Ms Barbara Chapman

Ms Jane Cooper

Ms Jesse Frick

Mr Steve Lawrie
(resigned 15.08.13)
Dr David Mason
Ms Kay McGrath
Dr Denise Noonan

Ms Julieann Riedstra*
Ms Yvonne Sneddon
(resigned 31.12.13)
Ms Patricia Strachan*
Mr David Waterford*

Ms Sharon Gollan
(resigned 12.11.13)

Mr Anthony Harrison*
Mr Thomas Manning
Ms Joslene Mazel*
Ms Emily Rozee*
Ms Catherine Ryan
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Ms Sally Nance
(resigned 15.08.13)

Ms Patricia Sprague

Mr Ross Templeman*

Ms Kymberley Warren*

Mr Coenraad Robberts*
(appointed 01.01.14)

Ms Jayne Johnston*
(appointed 01.01.14)

Ms Nerida Saunders*
Mr Simon Schrapel
Prof Phillip Slee

Mr David Swan*
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Child Death and Serious Injury Review Committee

Prof Roger Byard* Dr Diana Hetzel

Ms Angela Davis Mr Barry Jennings QC
Ms Dymphna Eszenyi Dr Margaret Kyrkou**
Ms Dianne Gursansky Mr Thomas Osborn*
Ms Michelle Hasani**

SA Institute for Educational Leadership
Ms Jane Booth
Ms Susan Cameron*
Ms Kaye Colmer
(term ended 20.05.14)
Mr Garry Costello*
(resigned 31.12.13)

Ms Pam Kent*

Ms Jayne Johnston*
(appointed 28.02.14)

Mr Kevin Lee*

Mr Phil O’Loughlin*

SA Teacher Certification Committee
Ms Kerry Ann Kavanagh™

Mr Michael Kenny

Ms Lynda MacLeod

Ms Janette Patterson*
Ms Lynda Seacombe

The number of members whose remuneration received or receivable falls

within the following bands:
$0
$1 - $9 999
$10 000 - $19 999
Total

Ms Dana Shen*
(resigned 31.08.13)
Dr Nigel Stewart**
Ms Patricia Strachan*
Ms Barbara Tiffin*

Ms Louisa Rennie

(term ended 20.05.14)
Ms Patricia Strachan*
Mr David Tonkin

Mr Vincent Thomas
Ms Erica Womersley*

2014 2013
Number Number
47 49

17 21

1 2

65 72

Remuneration of members reflects all costs of performing board/committee member duties including sitting fees,
superannuation contributions, FBT and any other salary sacrifice arrangements. The total remuneration, including
employer superannuation contributions, received or receivable by members was $40 847 ($80 821).

* In accordance with DPC Circular 16, government employees did not receive any remuneration for

board/committee duties during the financial year.
**

during the financial year.

*** Resigned from government employment during the 2013-14 financial year.

Part-time government employees who gained approval to receive remuneration for board/committee duties

Unless otherwise disclosed, transactions between members are on conditions no more favourable than those that it is
reasonable to expect the entity would have adopted if dealing with the related party at arm’s length in the same

circumstances.

36.  Cash flow reconciliation Consolidated DECD
Reconciliation of cash and cash equivalents - 2014 2013 2014 2013
at 30 June as per: $’000 $’000 $’000 $’000
Statement of Financial Position 715582 747 370 333178 366 666
Statement of Cash Flows 715 582 747 370 333178 366 666
Reconciliation of net cash provided by (used in)
operating activities to net cost of providing services:
Net cash provided by (used in) operating activities 106 541 157 702 99 022 127 890
Revenues from SA Government (2841153) (2665348) (2841153) (2665 348)
Payments to SA Government 45573 - 45573 -
Non-cash items:
Depreciation and amortisation expense (105 247) (103 438) (100 547) (98 665)
Bad and doubtful debts (2 096) (1793) (140) (43)
Non-current assets derecognised/written off (8 504) (6 232) (8 504) (6 232)
Donated assets - - - (2 160)
Assets recognised for the first time 9272 1884 9272 1884
Net gain from disposal of non-current assets 4 675 453 4691 631
Net revaluation decrement recognised
in profit and loss (4 228) - (4 228) -
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Reconciliation of net cash provided by (used in) Consolidated DECD
operating activities to net cost of providing services: 2014 2013 2014 2013
(continued) $’000 $°000 $’000 $°000

Movements in assets/liabilities:

Receivables (7 843) (2 486) (1748) (13 317)
Other assets - (41) - -
Inventories 387 251 4 (15)
Payables 9 899 (18 884) 2 259 (21 972)
Employee benefits (23 524) (13782) (23 164) (13 474)
Provisions (7 498) (6 530) (7 544) (6 438)
Other liabilities (1002) 9730 (655) 5595

Net cost of providing services (2824 748) (2648514) (2826862) (2691664)

Financial instruments/Financial risk management
The following tables are for the DECD entity only. Information is not collected or obtained from schools to allow for
the disclosure of consolidated information.

37.1 Categorisation of financial instruments
Details of the significant accounting policies and methods adopted including the criteria for recognition, the
basis of measurement, and the basis on which income and expenses are recognised with respect to each class
of financial asset, financial liability and equity instrument are disclosed in note 2.

2014 2013
Carrying Carrying

amount Fair value amount Fair value

Financial assets Note $’000 $°000 $’000 $’000

Cash and cash equivalents 18,36 333178 333178 366 666 366 666

Receivables®® 19 32 388 32 388 31 449 31 449

Total financial assets 365 566 365 566 398 115 398 115

Financial liabilities

Financial liabilities at cost:

Payables®) 26 73681 73681 101 597 101 597

Borrowings 27 173 989 173 989 175273 175273

Other liabilities 30 32 333 32333 32031 32031

Total financial liabilities 280 003 280 003 308 901 308 901

@ Receivables and payable amounts disclosed here exclude amounts relating to statutory receivables and
payables. In government, certain rights to receive or pay cash may not be contractual and therefore in
these situations, the requirements will not apply. Where rights or obligations have their source in
legislation such as levy receivables/payables, tax equivalents, Commonwealth tax etc they would be
excluded from the disclosure. The standard defines contract as enforceable by law. All amounts recorded
are carried at cost (not materially different from amortised cost).

@ Receivables amount disclosed here excludes prepayments. Prepayments are presented in note 19 as trade
and other receivables in accordance with paragraph 78(b) of AASB 101. However, prepayments are not
financial assets as defined in AASB 132 as the future economic benefit of these assets is the receipt of
goods and services rather than the right to receive cash or another financial asset.

Credit risk

Credit risk arises when there is a possibility of the Department’s debtors defaulting on their contractual obligations
resulting in financial loss to the Department. The Department measures credit risk on a fair value basis and monitors
risk on a regular basis.

The Department has minimal concentration of credit risk. The Department has policies and procedures in place to
ensure that transactions occur with customers with appropriate credit history. The Department does not engage in
high risk hedging for its financial assets.

Allowances for impairment of financial assets are calculated on past experience and current and expected changes in
client credit rating. Currently, the Department does not hold any collateral as security to any of its financial assets.
Other than receivables, there is no evidence to indicate that financial assets are impaired. Refer note 19 for
information on the allowance for impairment in relation to receivables.
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37.2  Ageing analysis of financial assets
The following table discloses the ageing of financial assets, current and past due, including impaired assets

past due:
Past due by
Overdue for Overdue for
Current lessthan  Overdue for more than
2014 (not overdue) 30days  30-60 days 60 days Total
Not impaired: $’000 $’000 $’000 $°000 $°000
Receivables® 25909 3603 739 2244 32495
Impaired:
Receivables® - - - (107) (107)
Total financial assets 25909 3603 739 2137 32 388
2013
Not impaired:
Receivables® 24 840 1862 461 4322 31485
Impaired:
Receivables® - - - (36) (36)
Total financial assets 24 840 1862 461 4 286 31449

W Receivables amounts disclosed here exclude amounts relating to statutory receivables. In government,
certain rights to receive may not be contractual and therefore in these situations, the requirements will not
apply. Where rights or obligations have their source in legislation such as levy receivables, tax
equivalents, Commonwealth tax etc they would be excluded from the disclosure. The standard defines
contract as enforceable by law. All amounts recorded are carried at cost (not materially different from
amortised cost).

37.3 Maturity analysis of financial assets and liabilities
The following table discloses the maturity analysis of financial assets and financial liabilities:

Contractual maturities

Carrying Less than More than
2014 amount 1 year 1-5 years 5 years
Financial assets: $°000 $°000 $’000 $’000
Cash and cash equivalents 333178 333178 - -
Receivables 32 388 26 568 2692 3128
Total financial assets 365 566 359 746 2692 3128
Financial liabilities:
Payables 73681 68 968 4713 -
Borrowings 173 989 1301 6 938 165 750
Other liabilities 32333 10118 2725 19 490
Total financial liabilities 280 003 80 387 14 376 185 240
2013
Financial assets:
Cash and cash equivalents 366 666 366 666 - -
Receivables 31449 25144 2415 3890
Total financial assets 398 115 391 810 2415 3890
Financial liabilities:
Payables 101 597 98 228 3369 -
Borrowings 175 273 1163 6 202 167 908
Other liabilities 32031 9 345 2169 20517
Total financial liabilities 308 901 108 736 11740 188 425

Liquidity risk

Liquidity risk arises where the Department is unable to meet its financial obligations as they fall due. The Department
is funded principally from appropriation by the SA Government. The Department works with DTF to determine the
cash flows associated with its government approved program of work and to ensure funding is provided through the
SA Government budgetary processes to meet the expected cash flows. The Department settles undisputed accounts
within 30 days from the date of the invoice or date the invoice is first received. In the event of a dispute, payment is
made within 30 days from resolution.
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Liquidity risk (continued)
The Department’s exposure to liquidity risk is not considered a material issue based on past experience and current
assessment of risk.

The carrying amount of financial liabilities recorded in note 37.1 represents the Department’s maximum exposure to
financial liabilities.

Market risk

Market risk for the Department is primarily through interest rate risk. Exposure to interest rate risk may arise through
its interest bearing liabilities, including borrowings. The Department’s interest bearing liabilities are managed through
SAFA and any movement in interest rates are monitored on a daily basis. There is no exposure to foreign currency or
other price risks.

Sensitivity disclosure analysis
A sensitivity disclosure analysis has not been undertaken for the interest rate risk of the Department as it has been
determined that the possible impact on the net result or total equity from fluctuations in interest rates is immaterial.

Events after the end of the reporting period
There were no events occurring after the end of the reporting period that have material financial implications on these
financial statements.

Transactions with SA Government
The following table discloses revenues, expenses, financial assets and liabilities where the counterparty/transaction is
with an entity within the SA Government as at the reporting date, classified according to their nature:

Consolidated

SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
Note $’000 $°000 $’000 $°000 $’000 $°000
Expenses
Employee benefits expenses: 5
Salaries and wages
(including annual leave) - - 1755 260 1679 667 1755 260 1679 667
Employment on-costs -
superannuation - - 205 638 176 812 205 638 176 812
Employment on-costs -
payroll tax 100 474 94 926 - - 100 474 94 926
LSL - - 64 939 47 999 64 939 47 999
Workers compensation 2157 2050 34 254 29 853 36 411 31903
TVSPs - - 14 410 15819 14 410 15819
Country incentive leave - - 510 1056 510 1056
Board and committee fees - - 28 68 28 68
SERL - - 7941 12 012 7941 12 012
Other employee related
expenses - - 3087 3079 3087 3079
Supplies and services: 6
Minor works and
maintenance 89 818 76 890 46 895 44 307 136 713 121 197
Rentals and leases 26 101 27 485 3759 4168 29 860 31653
Management fees and
charges 11618 12 885 6 830 7034 18 448 19919
Utilities 17 812 16 476 29 495 31162 47 307 47 638
Cleaning 280 345 34919 33955 35199 34 300
Printing, postage and
consumables 17 67 79931 83 149 79948 83216
Training and development 546 262 11079 10 767 11 625 11 029
SSSA charges 13 460 12 449 - - 13 460 12 449
Vehicle and travelling
expenses 8 708 10 949 26 673 24920 35381 35 869
Security 4767 4478 1181 1023 5948 5501
Insurance (including self
insurance) 4944 4416 1054 338 5998 4754
Contractors and other
outsources services 1427 2 305 24 703 25069 26 130 27374
Telecommunications 2536 2421 14 577 14 096 17 113 16 517
Legal costs 880 1371 1209 898 2089 2269
Residential and client
related costs 66 39 2441 2717 2 507 2 756
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Transactions with SA Government (continued)

Supplies and services: (continued)

Computer communications

Copyright

Bus contractors

Excursions and camps

Cost of goods sold

Student learning materials

PPP service fee

Other

Grants and subsidies:

Recurrent grants paid to
preschools

Recurrent grants paid to
other organisations

Depreciation and amortisation:

Buildings and improvements

Residential accommodation
housing

Computing, communications
furniture and equipment

Buses and motor vehicles

Other

Leasehold improvements

Intangible assets

Building under finance
lease

Service rights for
equipment

Borrowing costs:

Interest paid/payable on
borrowings

Finance lease costs

Other expenses:

Auditor’s remuneration -
Auditor-General’s
Department

Auditor’s remuneration -
other

Allowance for doubtful
debts and debt write offs

Non-current written off

Revaluation decrement of
buildings under finance
lease and leasehold
improvement assets

Other expenses

Total expenses

Income
Commonwealth revenues
Student and other fees and
charges:
Sales/fee for service
revenue
Student enrolment fees
and charges
Other user fees and charges
Canteen sales
Other grants and contributions:
Grants and subsidies revenue
Donations
Interest revenues:
Interest from entities within
the SA Government
Other

Consolidated
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SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
Note $’000 $’000 $’000 $’000 $’000 $’000
6
837 519 16 132 17 896 16 969 18 415
- 4 4179 3922 4179 3926
- 8 24 332 23 237 24 332 23 245
- - 20 890 19 352 20 890 19 352
- - 14 975 15233 14 975 15233
- - 31335 30953 31335 30 953
- - 5167 5004 5167 5004
2925 5375 79 394 70513 82 319 75 888
7
5675 9205 - - 5675 9 205
2051 5346 181 084 185 835 183135 191181
8 - - 105 247 103 438 105 247 103 438
- - 89 728 86 602 89 728 86 602
- - 669 672 669 672
- - 3896 4108 3896 4108
- - 2827 2 661 2827 2 661
- - 457 539 457 539
- - 1284 2611 1284 2611
- - 1167 1026 1167 1026
- - 4420 4420 4420 4420
- - 799 799 799 799
9
- - 272 117 272 117
- - 22 391 22 407 22 391 22 407
10
684 549 - - 684 549
- - 1045 993 1045 993
- - 2 096 1793 2 096 1793
- - 8504 6232 8504 6232
- - 4228 - 4228 -
696 1157 1107 1401 1803 2 558
298 479 291 977 2893191 2758 294 3191670 3050271
11 - - 119 961 157 666 119 961 157 666
12
298 258 13 386 14 020 13 684 14 278
- - 99 894 95131 99 894 95131
572 - 13 828 18 060 14 400 18 060
- - 15 840 15911 15 840 15911
13
13079 14 294 11 375 17 023 24 454 31317
- - 713 651 713 651
14
9741 13438 - - 9741 13438
- - 447 293 447 293
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Transactions with SA Government (continued)

Income (continued)
Net gain from disposal of
non-current assets:
Total proceeds from disposal
Total value of assets
disposed
Other revenues:
Commission received
Fundraising revenue
Assets recognised for the
first time
Recoveries - other
Other revenue
Contributed assets
Revenues from SA Government:
Revenues from
SA Government
Payments to SA Government
Total income
Net result

Financial assets
Cash and cash equivalents:
Deposits with the Treasurer -
at call
Deposits with the Treasurer
(AAEFA)
SA School Investment
Fund (SASIF)
Cash at bank and on hand
Section 21 Deposit Accounts
Receivables:
Fees, charges and other
receivables
Allowance for doubtful
debts
GST recoverable from the
ATO
Accrued revenues
Prepayments
Loan receivables
Workers compensation
receivable
Other financial assets:
Term deposits
Total financial assets

Financial liabilities
Payables:
Creditors
Employment on-costs
Accrued expenses
Accrued interest on PPP
finance lease
Lease payables
Borrowings:
Obligations under finance
leases
Borrowings
Advance
Other liabilities:
Deposits
Unearned revenue
Equipment service right
Other liabilities
Total financial liabilities

Note

15

16

17

18

19

21

26

27

30
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Consolidated

SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
$’000 $’000 $’000 $’000 $’000 $’000
- - 11 064 8 964 11 064 8 964
- - (6 389) (8 511) (6 389) (8 511)
- 967 2 006 507 2 006 1474
- - 7583 7298 7583 7298
- - 9272 1884 9272 1884
- 9 950 12 686 504 12 686 10 454
530 2505 30 988 28 295 31518 30 800
48 - - 2 649 48 2 649
2841 153 2 665 348 - - 2841 153 2 665 348
(45 573) - - - (45 573) -
2819848 2706 760 342 654 360 345 3162 502 3067 105
2521 369 2414783 (2550537) (2397 949) (29 168) 16 834
79 011 153 597 - - 79011 153 597
252 892 211 826 - - 252 892 211 826
- - 353 034 351 043 353 034 351 043
- - 30 268 30531 30 268 30531
377 373 - - 377 373
791 1918 23 456 29 096 24 247 31014
2 2) (4 081) (3829) (4 083) (3831)
- - 11 350 14 819 11 350 14 819
153 922 3124 1349 3277 2271
- - 3221 3 886 3221 3 886
- - 15 19 15 19
- - 841 633 841 633
- - 2 096 1858 2 096 1858
333222 368 634 423 324 429 405 756 546 798 039
19 654 61 282 22 467 16 551 42 121 77 833
44 883 63 779 56 892 6 889 101 775 70 668
4 447 4352 8 027 10 689 12 474 15041
- - 7589 6 155 7589 6 155
- - 4 14 4 14
- - 173 704 174 867 173 704 174 867
- - 121 183 121 183
- - 285 406 285 406
- 10 159 9 464 10 159 9 464
9 57 5545 5376 5554 5433
- 22 226 22 579 22 226 22 579
- - 6 016 5830 6 016 5830
68 993 129 470 313 035 259 003 382 028 388 473
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Transactions with SA Government (continued)

SA Government

2014
$°000
Expenses
Employee benefits expenses:
Salaries and wages
(including annual leave) -
Employment on-costs -
superannuation -
Employment on-costs -
payroll tax 100 474
LSL -
Workers compensation 2157
TVSPs -
Country incentive leave -
Board and committee fees -
SERL -
Other employee related
expenses -
Supplies and services:
Minor works and
maintenance 90 326
Rentals and leases 26118
Management fees and
charges 15241
Utilities 17 843
Cleaning 359
Printing, postage and
consumables 32
Training and development 2 305
SSSA charges 13 460
Vehicle and travelling
expenses 8 855
Security 4767
Insurance (including self
insurance) 5343
Contractors and other
outsourced services 4286
Telecommunications 2535
Legal costs 880
Residential and client
related costs 70
Computer communications 840
Copyright -
Bus contractors 4
PPP service fee -
Other 3379
Grants and subsidies:
Recurrent grants paid to
schools and units 165 333
Capital grants paid to
schools and units 9311
Recurrent grants paid to
preschools 5675
Recurrent grants paid to
other organisations 2051

Depreciation and amortisation
expense:
Buildings and improvements
Residential accommodation
housing
Computing, communications
furniture and equipment
Buses and motor vehicles
Other
Leasehold improvements
Intangibles assets
Buildings under finance
lease
Service right for equipment

516

2013
$°000

86 013
27620

14 243
16 489
426
83
848

12 449

11 186
4500

4638
5458
2409
1371
39
525
5

17

5746

180 850
13541
9205

5429

DECD
Non-SA Government

2014 2013
$°000 $°000
1727187 1657 333
202 995 174 359
64 444 47 415
34 254 29 853
14 410 15819
510 1056
28 68
7941 12 012
2992 2940
7987 2239
1191 2042
6 830 7034
28 445 30213
4 554 4377
4 545 4 226
2570 3135
24 418 22 647
884 578
1054 338
22 244 22 815
12 997 12 476
1209 898
2441 2 566
12 980 14 405
4174 3918
24 332 23 237
5167 5004
7289 6572
181 084 185 835
89 705 86 577
669 672
211 556
2153 1856
139 148
1284 2611
1167 1026
4420 4420
799 799

2014
$°000

1727187
202 995

100 474
64 444
36 411
14 410

510
28
7941

2992

98 313
27 309

22071
46 288
4913

4577
4875
13 460

33273
5651

6397

26 530
15532
2089

2511
13 820
4174
24 336
5167
10 668

165 333

9311

5675

183 135

89 705
669

211
2153
139
1284
1167

4420
799

Total
2013
$°000

1657 333
174 359

94 926
47 415
31903
15819
1056
68

12 012

2940

88 252
29 662

21277
46 702
4 803

4309
3983
12 449

33833
5078

4976

28 273
14 885
2269

2 605
14 930
3923
23 254
5004
12 318

180 850

13541

9205

191 264

86 577
672

556
1856
148
2611
1026

4420
799



39.

Transactions with SA Government (continued)

Expenses (continued)
Borrowing costs:

Finance lease costs
Other expenses:

Auditor’s remuneration -
Auditor-General’s
Department

Auditor’s remuneration -
other

Allowance for doubtful
debts and debt write offs

Non-current assets written off

Revaluation decrement of
buildings under finance
lease and leasehold
improvement assets

Other expenses

Donated assets

Total expenses

Income
Commonwealth revenues
Student and other fees and
charges:
Sales/fee for service
revenue
Student enrolment fees
and charges
Other user fees and charges
Other grants and contributions:
Grants and subsidies
revenue
Donations
Interest revenues:
Interest from entities within
the SA Government
Other
Net gain from disposal of
non-current assets:
Total proceeds from disposal
Total value of assets disposed
Other revenues:
Commission received
Assets recognised for the
first time
Recoveries - other
Other revenue
Contributed assets
Revenues from SA Government:
Revenues from
SA Government
Payments to
SA Government
Total income
Net result

Financial assets
Cash and cash equivalents:
Deposits with the Treasurer -
at call
Deposits with the Treasurer
(AAEFA)
Cash at bank and on hand
Section 21 Deposit Accounts

11

12

13

14

15

16

17

18

Education and Child Development

DECD

SA Government Non-SA Government Total
2014 2013 2014 2013 2014 2013
$’000 $’000 $’000 $’000 $’000 $’000
- - 22 391 22 407 22 391 22 407
684 549 - - 684 549
- - 984 949 984 949
- - 140 43 140 43
- - 8 504 6232 8 504 6232
R 