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Australian National

Audit Office

INDEPENDENT AUDIT REPORT

Ta the Minister for Trade
To the Minister for Foreign Affairs

Scope

The financial statements and Secrerary's responsibility

The financial statements comprise:

. Statement by the Secretary and Chief Finance Officer;

. Statements of Financial Performance, Financial Position and Cash Flows;
. Schedules of Commitments and Contingencies;

. Schedule of Administered lems; and

. Notes to and forming part of the Financial Statements

of the Department of Foreign Affairs and Trade for the year ended 30 June 2005.

The Department's Secretary is responsible for preparing financial statements that give a true and fair
presentation of the financizl positicn and performance of the Department of Foreign Affairs and Trade,
and that comply with accounting standards, other mandatory financial reporting requirements in Australia,
and the Finance Minister's Orders made under the Financial Management and Accountability Act 1997,
The Department’s Secretary is alse responsible for the maintenance of adequate accounting records and
internal controls that are designed to prevent and detect fraud and error, and for the accounting policies
and accounting estimates inherent in.the financial statements.

Aundit approach

I have conducted an independent audit of the financial statements in order to express an opinion on them to
you. My audit has been conducted in accordance with the Australian National Audit Office Auditing
Standards, which incorporate the Ausmralian Auditing and Assurance Standards, in order w provide
reasonable assurance as lo whether the financial statements are free of material misstatement, The naturc
of an audit is influenced by factors such as the use of professional judgement, selective testing, the inherent
limitations of internal control, and the availability of persuasive, rather than conclusive, evidence.
Therefore, an audit cannot guarantee that all material misstatements have been detected.

While the effectiveness of management’s intemnal controls over financial reporting was considered when
determining the nature and extent of audit procedures, the andit was not designed to provide assurance on
internal controls.
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[ have performed procedures to assess whether, in all material respects, the financial statements present
fairly. in accordance with the Finance Minister’s Orders made under the Financiel Management and
Accowmtabifity Act 1997, accounting standards and other mandatory financial reporting requirements in
Australia, a view which is consistent with my understanding of the Department’s financial position, and of
its performance as represented by the statements of financial performance and cash flows.

The audit opinion is formed on the basis of these procedures, which included:

. examining, on a lest basis, information to provide evidence supporting the amounts and disclosures
in the financial statements; and

. assessing the appropriateness of the accounting policies and disclosures used, and the
reasonableness of significant accounting estimates made by the Secretary.

Indeperdence

In conducting the audit, I have followed the independence requirements of the Australian National Audit

Office, which incorporate the ethical requirements of the Australian accounting profession.

Audit Opinion

In my epinion, the financial statements of the Department of Foreign Affairs and Trade:

(a) have been prepared in accordance with the Finance Minister’s Orders made under the Financial
Management and Accountability Act 1997, and

(b) give a true and fair view of the Department of Forelgn Affairs and Trade's financial position as at
30 June 2005 and of its performance and cash flows for the year then ended. in accordance with:

(i) the matters required by the Finance Minister's Orders; and

{liYapplicable accounting standards and other mandatory financial reporting requirements in
Australia.

Addirional § Disel
As detailed in Note 28 of the financial statements, the Department of Forcign Affairs and Trade has

contravened section 83 of the Constintior and section 48 of the Finamcial Maragement and
Accountability Act 1997,

Australian National Audit Office

Rebecca Reilly
Executive Director

Delegate of the Auditor-General

Canberra
12 October 2005
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
STATEMENT BY THE SECRETARY AND CHIEF FINANCE OFFICER

In our opinion, the attached financial statements for the year ended 30 June 2005 are based
on properly maintained financial records (except for matters noted in Note 28} and give a true
and fair view of the matters required by the Finance Minister's Orders made under the
Finandal Management and Accountability Act 1997,

M L'Estrange N Williams
Secretary Acting Chief Finance Officer
11 October 2005 11 Cctober 2005
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
STATEMENT OF FINANCIAL PERFORMANCE
for the year ended 30 June 2005

2005 2004
Notes $°000 $'000
Revenues from ordinary activities
Revenues from Government 4A 703,624 712,711
Goods and services 48 91,323 88,749
Revenue from sale of assets 5E 24,932 5,260
Net foreign exchange gains 4C 7 117
Gther revenues 4D 1,480 2,001
Revenues from ordinary activities 822,130 808,838
Expenses from ordinary activities (excluding borrowing costs
expense)
Employees 5A 310,597 288,377
Suppliers 5B 300,834 208,837
Depreciation and amortisation 5C 52,836 48,116
Write-down of assets 50 4,472 5,401
Value of assets sold 5E 29,597 12,353
QOther expenses 5F 47 0
Expenses from ordinary activities (excluding borrowing cosits
expense) 698,383 653,084
Borrowing costs expense 6 30 96
Net surplus / (deficit) from ordinary activities 123,717 155,658
Net credit to asset revaluation reserve 12A 1,277 (118,550)
Increase / (decrease) in accumulated results on initial application of
fair value under accounting standard AASB 1041 Revaluation of
Non-Current Assets 12A (444  (12,550)
Total revenues, expenses and valuation adiustments 833 (131,100)
attributable to Members of the Parent Entity and Recognised
Directly in Equity
Total changes in equity other than those resuiting from
transactions with the Australian Government as owner 124,550 24,558

The above statement should be read in conjunction with the accompanying notes.
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
STATEMENT OF FINANCIAL POSITION

as at 30 June 2005
2005 2004
Notes $'000 $000
ASSETS
Financial assets
Cash TA 36,873 28,068
Receivables 7B 319,028 147,953
Total financial assets 355,901 176,021
Non-financial assets
Land and buildings 8A,C 1,441,830 1,433,840
Infrastructure, plant and equipment 8B,C 79,523 78,599
Intangibles 8D 12,937 14,111
Inventories 8E 2,076 1,896
Other nen-financial assets 8F 20,487 22,004
Total non-financial assets 1,556,853 1,550,250
Total Assets 1,912,754 1,726,271
LIABILITIES
Interast bearing liabilities
Leases 9A 25 585
Total interest bearing liabilities 25 585
Provisions
Employees 10A 99,241 85,349
Other provisions 10B 7,657 5,767
Total provisions 106,898 101,116
Payables
Suppliers 1A 41,430 33,451
Other payables 11B 24,733 11,358
Total payables 66,163 44,809
Total Liabilities 173,086 146,510
NET ASSETS 1,739,668 1,579,761
EQUITY
Contributed equity 12A 1,307,807 1,246,721
Reserves 12A 254,577 253,300
Retained surpluses / {accumulated deficit) 12A 177,284 79,740
TOTAL EQUITY 12A 1,739,668 1,579,761 I
=, e o
Current assets 371,907 199,721 2
Non-current assets 1,540,847 1,526,550 =
Current liabilities 104,414 85,561 g
Non-current liabilities 68,672 60,949
(3]

The above statement should be read in conjunction with the accompanying notes.
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
STATEMENT OF CASH FLOWS
for the year ended 30 June 2005

OPERATING ACTIVITIES
Cash received
Goods and services
Appropriations
Net GST received from ATO
Other
Total cash received

Cash used

Empigyses

Suppliers

Other

Cash transferred to the OPA
Total cash used

Net cash from / (used by) operating activities

INVESTING ACTIVITIES
Cash received

Proceeds from sales of property, plant and equipment
Total cash received

Cash used
Purchase of property, plant and equipment
Purchase of intangibles

Total cash used

Net cash from / {used by) investing activities

FINANCING ACTIVITIES
Cash received

Appropriations - contributed equity
Tofal cash received

Cash used
Interest paid
Return of contributed equity
Dividends paid

Total cash used

Net cash from / {used by) financing activities

Net increase / (decrease) in cash held
Cash at the beginning of the reporting period
Effect of exchange rate movements on cash
Cash at the end of the reporting period

The above statement should be read in conjunction with the accompanying notes.
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2005 2004
$'000 $000
112,659 102,300
662,045 690,865
13,437 13,230
3,666 0
791,807 806,385
308,119 297,778
306,233 319,517
0 249
94,238 8,980
708,500 _ 627,534
83,217 178,861
24,505 7,868
24,505 7,868
90,165 66,787
2,849 4,754
93,014 71,541
(68,508)  (63,673)
40,014 10,333
40,014 10,333
501 716
20,676 4,256
25,728 133,891
46,996 _ 138,863
(6,982) (128,530)
7,726 (13,342)
28,068 41,754
1,079 (344)
36,873 78,066




DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF COMMITMENTS

as at 30 June 2005
2005 2004
$'000 $'000

BY TYPE
Capital commitments

infrastructure, plant and equipment 26,021 37,449
Total capital commitments 26 021 37,449
Other commitments

Operating leases ' 306,322 308,393

Other 2 99,669 133,333
Total other commitments 405,991 441,726
Commitments receivable (196,913} (158,758)
Net commitments 235,099 320,417
BY MATURITY
Capital commitments

One year or less 23,559 31,198

From one to five years 2,324 6,251

Over five years 138 0
Total capital commitments 26 021 37,449
Operating lease commitments

One year or less 67,807 44 475

From one to five years 160,636 135,828

Over five years 77,879 128,080
Total operating lease commitments 306 322 308,393
Other commitments

One year or less 39,071 47,165

From one to five years 44,742 65,413

Over five years 15,856 20,755
Total other commitments 99 669 133,333
Commitments receivable

One year or less (56,804)  (40,486)

From one to five years (120,236} (109,537)

Over five years {19,873) (8,735)
Total commitments receivable (196,913) (158,758)
Net commitments by maturity 235,099 320,417

NB: Cornmitments are GST inclusive where relevant.

S NOIL1LD3Ss

The above schedule should be read in conjunction with the accompanying notes.
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF COMMITMENTS (continued)

as af 30 June 2005

! Operating leases included are effectively non-cancellable and comprise:

Nature of lease

General description of leasing
arrangement

Leases for office equipment

All lease terms and conditions are
negotiated at post and vary based
on local market conditions.

Agreements for the provision of motor vehicles to senior executive

officers

No contingent rentals exist. There
are no renewal or purchase options
available to the Department.

Leases for computer equipment

The lessor provides all computer
equipment and software as
necessary in the supply contract for
3 years, with instalments paid
quarterly.

Property leases for residential, compound and chancery
properties at overseas posts and office property in Canberra and

all State offices in Australia

The leased estate consists of
properties leased by agencies from
private landlords. The terms and
conditions of these leases are
negetiated at post and vary based
on local market conditions.

2 Includes passport costs, property and maintenance contracts, IT service contracts and security

services.
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF ADMINISTERED ITEMS

Revenues Administered on Behalf of Government
for the year ended 30 June 2005

Non-taxation revenue
Goods and services
Interest
Dividends
Other sources of non-taxation revenue
Total revenues administered on behalf of Government

Expenses Administered on Behalf of Government
for the year ended 30 June 2005

Grants and contributions
Employee benefits
Suppliers
Write-down and impairment of assets
Other
Total expenses administered on behalf of Government

Notes

This schedule should be read in conjunction with the accompanying notes.
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2005 2004
$'000 $'000
175,166 149,733
20,157 17,732
12,600 15,266
23,395 27,620
231,318 210,351
192,479 142,239
3,845 3,023
42,152 1,932
208 572,564
27,452 39,008
266,136 758,856



DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF ADMINISTERED ITEMS {continued)

2005 2004
Notes $°000 $'000
Assets Administered on Behalf of Government
as at 30 June 2005
Financial assets
Cash 21 5115 5,506
Receivables 21 124,443 132,301
Investments 21 330,041 323,400
Total financial assets administered on behalf of Government 459,599 461,207
Non-financial assets
Prepayments 21 5,080 3,944
Total non-financial assets administered on behalf of Government 5,080 3,944
Total assefs administered on behaif of Government 464,679 465,151
Liabilities Administered on Behalf of Government
as at 30 June 2005
Payables
Suppliers 22 4,842 1,754
Other payables 22 121,749 141,504
Total llabllities administered on behalf of Government 126,591 143,258
Net Assets Administered on Behalf of Government 23 338,088 321,803
Current assets 11,974 11,191
Non-current assets 452,705 453,960
Current liabilities 13,399 15,170
Non-current liabilities 113,192 128,088

S NOIL1LD3Ss

This schedule should be read in conjuncticn with the accompanying notes.

Financial statements 331



am
&

DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF ADMINISTERED ITEMS (continued)

2005 2004
Notes $'000 $'000
Administered Cash Flows
for the year ended 30 June 2005
Operating activities
Cash received
Rendering of services 173,351 152,822
Interest 215 49
Dividends 12,600 15,266
NIA subsidy, premiums and recoveries 11,116 19,099
North American Pension Scheme receipts and other 4,880 3,202
Other - GST received from ATO 3,179 1,842
Total cash received 205,341 192,280
Cash used
Grant and contribution payments 192,621 140,493
Personal benefits 808 477
Suppliers 41,933 2512
National interest expense 10,721 9,113
North American Pension Scheme and other 4,021 2,518
Other - GST paid to ATO 0 1,849
Total cash used 250,104 156,962
Net cash from / {used in) operating activities (44,763} 35,318
Investing activities
Cash received 0 0
Cash used 1] 0
Net cash from / {used in) investing activities 0 0
Net increase / (decrease) in cash held (44,763) 35,318
Cash at the beginning of the reporting period 5,506 6,460
Cash from Official Public Account for:
- Appropriations 243,582 154,519
- Speclal accounts 0 0

243,682 154,519

Cash to Official Public Account for:

- Appropriations 0 0
- Other (199,210} (190,800}
_(199,210) (180,800}

Cash at the end of the reporting period 21 5115 5,506

This schedule should be read in conjunction with the acecompanying notes.
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DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
SCHEDULE OF ADMINISTERED ITEMS (continued)

2005 2004
$'000 $'000
Adminigstered Commitments
as at 30 June 2005
BY TYPE
Other commitments
Other ' 19,782 52,132
Total other commitments 19,782 52,132
Commitments receivable 0 0
Net commitments by type 19,782 52,132
BY MATURITY
Other commitments
One year or less 19,782 32,593
From one to five years 0 19,539
Over five years 0 0
Total other commitments by maturity 19,782 52,132
Commitments receivable
One year or less 0 0]
From one to five years 0 0
Qver five years 0 1]
Total commitments receivable by maturity 0 0
Net commitments by maturity 19,782 52,132

NB: Commitments are GST inclusive where relevant.

! Other commitments include the ABC Asia-Pacific contract and also in 2003-04 the AICHI World Expo.

S NOIL1LD3Ss

This schedule should be read in conjunction with the accompanying notes.

Financial statements 88



-gojou BuiAuedwoooe sy} Yim UoIDUNIUOD Ul pRal 8 PINoYS 8[npayDs siy |

‘JUBLUBIE W PRIGE) USSY SABY UM GO-PO0Z 10 SIUSLUSIEIS SSIBLINST [BUOIIPPY O110jL0d pue jabpng OllojHod $0-#00Z SiUswWpPedaq auy Ul punoj aq ued
154 oy Jo) sallaor pauue(d Jo SIEISE JUN0DY 1S2JSU| [BUsHEN SU) U0 Swinjwad / 1Salsul pue sag) uodssed Jo Uo[DS|[02 au) 88 SSHIAIOE [BIaUEL) Jofew
2] "SIUSLUISIEIS [BIDUBUIY SU) O} | SI0N U) PIQUOSap SSLION0 JNoJ SY) BUjAS|UIR SPIEMO]} PRI0aLIp 9.8 Juslulieda( Bl JO SSJIIAIOE PaISISIHLIPE Jofew sy |

JUSLILLIBADS) JO Jjeyeg UO POIS)SIUILIPY Sel}IAlIOY JO juswe)els

‘sa|igelT] JusBunuos pae)sSIuIWPY HZ 80N Ul PSsoIsIp aie sanuabuluod [eusiew JNg S10LWa) pue ajqeynuEnbul)

IIN I'N sjessy Jusbupjuos paselsiulupy
¥G0Z 5002
0 0 0 0 0 0 0 0 sepjjiqer] Jusbupuoy (g0l
0 0 0 0 0 0 0 0 paudidxa suonebiqo
0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 JUDWIBINSEA-3)Y
0 0 0 0 ¢ 0 1] 0 MaN
[} 1] 4] o 0 0 o [} poad snowaud woyy asueeg
sanlilqe| webupuo) pela)s|uiupy

000.$ 000.$ 000.% 000.$ 000.$ 000.$ 000.$ 000.$
002 S00z ¥00T 5002 ¥00Z s002 +00c 5002

S8QIIUS PBj|oIUoD

W10l sopuLepU| SeBjUBIENSD 18I0 o1 seayuEIEND

G00E sunr og Je se
{penunuoa) SWI L1 AFYILSININGY 40 IINATHIS
A0VYL ANY SHivddv NOIF¥Od 40 INJWLYYd3d

DFAT Annual Report 2004-2005

334



DEPARTMENT OF FOREIGN AFFAIRS AND TRADE
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2005

Note 1:  Summary of Significant Accounting Policies

Note 2:  Adoption of AASB Equivalents to International Financial Reporting Standards
from 2005-06

MNote 3:  Events Occurring after Reporting Date

Note 4:  Operating Revenues

Note 5.  Operating Expenses

Note 6:  Bomowing Costs Expense

Note 7: Financial Assets

Note 8.  Non-Financial Assets

Note 9 Interest Bearing Liabilities

Note 10:  Provisions

Note 11:  Payables

Note 12: Equity

Note 13: Cash Flow Reconciliation

Note 14: Contingent Liabilities and Assets

Note 15: Executive Remuneration

Note 16: Remuneration of Auditors

Note 17:  Average Staffing Levels

MNote 18: Financial Instruments

Note 19: Revenues Administered on Behalf of Government

Note 20: Expenses Administered on Behalf of Government

Note 21: Assets Administered on Behalf of Government

Note 22: Liabilities Administered on Behalf of Government

Note 23: Administered Reconciliation Table

Note 24: Administered Contingent Liabilities and Assets

Note 25: Administered Investments

Note 26: Restructuring

Note 27: Administered Financial Instruments

Note 28:  Appropriations

Note 28:  Specific Payment Disclosures

Note 30:  Reporting of Outcomes

S NOIL1LD3Ss
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Notes to and forming part of the Financial Statements

Note 1: Summary of Significant Accounting Policies
1.1 Objectives of the Department

The objective of the Department of Foreign Affairs and Trade is to support Australia's interests in
international security, contribute to national economic and trade performance, and promote global
cooperation in partnership with other members of the international community.

The Department is structured to meet four cuicomes:

Qutcome 1:  Australia’s national interests protected and advanced through contributions to international
security, national economic and trade performance and global cooperation.

Outcome 2:  Australians informed about and provided access io consular and passport services in
Australia and overseas.

Outcome 3:  Public understanding in Australia and overseas of Australia’s foreign and trade policy and
a positive image of Australia internationally.

Qutcome 4: Efficient management of the Commonwealth Overseas Owned Estate.

Activities that contribute toward these outcomes are classified as either departmental or administered.
Departmental activities involve the use of assets, liabilities, revenues and expenses controlled or incurred
by the Department in its own right. Administered activities involve the management or oversight by the
Department on behalf of the Government of items controlled or incurred by the Government.

Departmental activitios are identified under four cutputs for Outcome 1:

¢ Protection and advocacy of Australia's international interests through the provision of policy advice to
Ministers and overseas diplomatic activity;

« Secure government communications and security of overseas missions;

« Services to other agencies in Australia and overseas (including Parliament, state representatives,
business and other crganisations); and

» Services to diplomatic and consuiar representatives in Australia.

One output for Qutcome 2:
+ Consular and passport services.

One output for Qutcome 3:
« Public information services and public diplomacy.

Two outputs for OQutcome 4:
*  Property management; and
« Contract management.

1.2 Basis of Accounting

The financial statements are required by section 49 of the Financial Management and Accountability Act
1997 and are a general purpose financial report.

The statements have been prepared in accordance with:

» Finance Minister's Orders (or FMOs, being the Financial Management and Accountability Orders
(Financial Staternents for reporting periods on or after 30 June 2005 Orders);

= Australian Accounting Standards and Accounting Interpretations issued by the Australian Accounting
Standards Board; and

+ Consensus Views of the Urgent Issues Group.

DFAT Annual Report 2004-2005



Notes to and forming part of the Financial Statements

Note 1: Summary of Significant Accounting Policies {continuad)
1.2 Basis of Accounting (continued)

The Statements of Financial Performance and Financiai Position have been prepared on an accrual basis
and are in accordance with the historical cost convention, except for certain assets which, as noted, are
at valuation. Except where stated, no allowance is made for the effect of changing prices on the results
or the financial position.

Assets and lizbilities are recognised in the Statement of Financial Position when and only when it is
probable that future economic benefits will flow and the amounts of the assets or liabilities can be reliably
measured. However, assets and liabilities arising under agreements equally proportionately unperformed
are not recognised unless required by an Accounting Standard. Liabilities and assets which are
unrecognised are reperted in the Schedule of Commitments and the Schedule of Contingencies (other
than ungquantifiable or remote contingencies, which are reported at Note 14).

Revenues and expenses are recegnised in the Statement of Financial Performance when and only when
the flow or consumption or loss of economic benefits has occurred and can be reliably measured.

Administered revenues, expenses, assets, liabilities and cash flows reported in the Schedule of
Administered Items and related notes are accounted for on the same basis using the same policies as for
Departmental items, except where otherwise stated at Note 1.20.

1.3 Revenue

(g} Revenues from Government

Departmental output appropriations for the year {less any current year savings and reductions) are
recognised as revenue, except for certain amounts which relate to activities that are reciprocal in nature,
in which case revenue is recognised only when it has been earned.

Savings are amounts offered up in Portfolio Additional Estimates Statements. Reductions are amounts
by which appropriaticns have been legally reduced by the Finance Minister under Appropriation Act No 3
of 2003-04.

Appropriatiohs receivable are recognised at their nominal amounts.

{b) Resources Received Free of Charge

Services received free of charge are recognised as revenue when and only when a fair value can be
reliably determined and the services would have been purchased if they had not been donated. Use of
those resources is recognised as an expense.

Contributions of assets at no cost of acquisition or for nominal consideration are recognised as revenue at
their fair value when the asset qualifies for recognition, unless received from another government agency
as a consequence of a restructuring of administrative arrangements (refer to Note 1.4).

(c) Other Revenue

Revenue from the sale of goods is recognised upon the delivery of goods to customers.

Revenue from the rendering of a service is recognised by reference to the stage of completion of

contracts or other agreements to provide services. The stage of compietion is determined according to
the proportion that costs incurred fo date bear to the estimated tota! cosis of the transaction.

Financial statements
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Notes to and forming part of the Financlal Statements

Note 1: Summary of Significant Accounting Policies {continued}
1.3 Revenue (continued}
{c) Other Revenue (continued)

Interest revenue is recognised on a proportional basis taking into account the interest rates applicable to
the financial assets.

Revenue from disposal of non-current assets is recognised when control of the asset has passed to the
buyer.

1.4 Transactions with the Government as Owner
Equity Injections

Amounts appropriated which are designated as ‘equity injections’ for a year (less any savings offered up in
Portfolic Additional Estimates Statements) are recognised directly in Contributed Equity in that year.

Restructuring of Administrative Arrangements

Net assets received from or relinquished to another Commenwealth agency or authority under a
restructuring of administered arrangements are adjusted at their book value directly against contributed
equity.

Other distributions to owners

The FMOs require that distributions to owners be debited to contributed equity unless in the nature of a
dividend. In 2004-05, the Department returned from the Overseas Property Office net sale proceeds
$20,675,741 (2003-04: $981,623).

1.5 Employee Benefits

Liabilities for services rendered by employees are recognised at the reporting date to the extent that they
have not been settied.

Liabilities for wages and salaries (including non-monetary benefits), annual leave, sick leave are
measured at their nominal amounts. Other employee benefits expected to be settled within 12 months of
the reporting date are also measured at their nominal amounts.

The nominal amount is calculated with regard to the rates expected to be paid on settlement of the liability.

All other employee benefit liabilities are measured as the present value of the estimated future cash
outflows to be made in respect of services provided by employees up to the reporting date.

Leave

The liability for employee benefits includes provision for annual leave and long service leave. No
provision has been made for sick leave for Australia based employees, as all sick leave is non-vesting
and the average sick leave taken in future years by employees of the Department is estimated to be less
than the annual entittement for sick leave. In the case of locally engaged staff at overseas posts, where
the entittement is vested, a liability has been recognised.

The |leave liabilities are calculated on the basis of employees’ remuneration, including the Department's

employer superannuation contribution rates to the extent that the leave is likely to be taken during service
rather than paid out on termination.
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Note 1: Summary of Significant Accounting Policies (continued)
1.5 Employee Benefits (continued)
Leave (confinuad)

The liability for long service leave has been determined with reference to an actuarial assessment
conducted as at 30 June 2005. The estimate of the present value of the liabitity takes into account
attrition rates and pay increases through promotion and inflation.

Overseas allowances

Overseas conditions of service entitements for officers during their posting are expensed as incurred. At
reporting date the Department did not recognise any liability for overseas allowances, except as part of
year end salary accruals.

Separation and redundancy

Provision is made for separation and redundancy benefit payments. The Department has developed a
detailed formal plan for the terminations and has informed those employees affected that it will carry out
the terminations.

In some countries locally engaged staff at overseas posis are entitled to separation benefits. The
provision for these benefits has been classified as employee benefits.

Supsrannuation

Australia based staff of the Department are members of the Commonwealth Superannuation Scheme and
the Pubfic Sector Superannuation Scheme. The liability for their superannuation benefits is recognised in
the financial statements of the Commonwealth and is settled by the Commonwealth in due course.

The Department makes employer contributions to the Commonwealth at rates determined by an actuary
to be sufficient to meet the cost to the Commonwealth of the superannuation entitements of the
Department's employees. Where required the Department contributes superannuation io comply with
local labour laws.

Australian based staff who are engaged on a temporary basis and locally engaged staff engaged
overseas who are considered to be Australian residents for taxation purposes have compulsory employer
superannuation contributions made on their behalf by the Depariment to the Auvstralian Government
Employees Superannuation Trust (AGEST) or another complying fund as nominated by them.

Defined benefit pension funds are currently maintained for locally engaged staff in North America, the
United Kingdom, Ireland and India.

A new scheme was introduced on the 1 July 1998 for the United States of America (USA and Canada) and
has been classified as a defined contribution scheme. Actuarial valuations of the pension schemes are
performed triennially. As at 1 July 2001 the North American Pension Scheme was transferred from the
Department’s accounts and is now administered by the Department on behalf of the Commonwealth,
Disclosures of the schemes according to accounting standards are stated in Note 10 and Note 22,
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Notes to and forming part of the Financial Statements

Note 1: Summary of Significant Accounting Policies (continued)
1.6 Leases

A distinction is made between finance leases and operating leases. Finance leases effectively transfer
from the lessor to the lessee substantially all the risks and benefits incidental to ownership of leased non-
current assets. In operating leases, the lessor effectively retains substantially &l such risks and benefits.

Where a non-current asset is acquired by means of a finance lease, the asset is capitalised at the present
value of minimum lease payments at the beginning of the lease and a liability recognised at the same
time and for the same amount. The discount rate used is the interest rate implicit in the lease. Leased
assets are amortised over the period of the lease. Lease payments are allocated between the principal
component and the interest expense.

Operating lease payments are expensed on a basis which is representative of the pattern of benefits
derived from the leased assets.

Lease incentives taking the form of free’ leasehold improvements, rent holidays and car parking spaces
are recognised as liabilities. These liabilities are reduced by allocating lease payments between rental
expense and reduction of the liability.

1.7 Borrowing Costs

All borrowing costs are expensed as incurred except to the extent that they are directly attributable to
qualifying assets, in which case they are capitalised. The Department has no qualifying assets.

1.8 Cash

Cash means notes and coins held and any deposits held at call with a bank or financial institution. Cash
is recognised at its nominal amount.

1.9 Other Financial Instruments
Trade Creditors

Trade creditors and accruals are recognised at their nominal amounts, being the amounts at which the
liabilities will be settled. Liabilities are recognised to the extent that the goods or services have been
received (and irrespective of having been invoiced),

Receivables for Goods and Services

These receivables are recognised at the nominal amounts due less any provision for bad and doubtful
debts. Collectability of debts is reviewed at balance date. Provisions are made when collection of the debt
is judged to be less rather than more likely.

Contingent Liabilfities and Contingent Assets

Contingent liabilities and assets are not recognised in the Statement of Financial Pesition but are
discussed in the relevant schedules and notes. They may arise from uncertainty as to the existence of a
liability or asset, or represent an existing liability or asset in respect of which settiement is not probable or
the amount cannct be reliably measured. Remote contingencies are part of this disclosure. Where
settlement becomes probabie, a liability or asset is recognised. A liability or asset is recognised when its
existence is confirmed by a future event, seftlement becomes probable or reliable measurement becomes
possible.
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Note 1: Summary of Significant Accounting Policies {continued)
1.10 Acquisition of Assets

Assets are recorded at cost on acquisition except as stated below. The cost of acquisition includes the
fair vafue of assets transferred in exchange and liabilities undertaken.

Assets acquired at no cost, or for nominal consideration, are initially recognised as assets and revenues
at their fair value at the date of acquisition, unless acquired as a consequence of restructuring of
administrative arrangements. in the latter case, assets are initially recognised as contributions by owners
at the amounts at which they were recognised in the transferor agency's accounts immediately prior to
the restructuring.

1.11 Property, Plant and Equipment (PP&E)

Assel Recognition Threshold

Purchases of property, plant and equipment are recognised initially at cost in the Statement of Financial
Position, except for purchases costing less than $2,000, which are expensed in the year of acquisition
(other than where they form part of a group of similar items which are significant in totad).

Revaluations

Basis

Land, buildings, plant and equipment are carried at valuation, being revalued with sufficient frequency
such that the carrying amount of each asset class is not materially different, at reporting date, from its fair
value.

Fair values for each class of asset are determined as shown below.

Asset Class Fair value measured at:

Land Market selling price

Buildings Market selling price

Leasehotd Improvements Depreciated replacement cost

Infrastructure, Plant & Equipment Market selling price
Frequency

Land and buildings are formally revalued in successive three year cycles with annual reviews of material
properties undertaken. All other assets controlled by the department are formally revalued it successive
three year cycles, so that no asset has a value greater than three years old. Formal valuations are
carried out by an independent qualified valuer,

Leasehold impravements were formally revaiued in 2004-05.

Infrastructure, plant and equipment were formally revalued in 2004-05.

Assets in each class acquired after the commencement of a progressive revaluation cycle are not
captured by the progressive revaluation then in progress.
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Notes to and forming part of the Financial Statements

Note 1: Summary of Significant Accounting Policies {continued)

1.11 Property, Plant and Equipment (PP&E} {continued)

Depreciation

Depreciable property plant and equipment assets are written-off to their estimated residual values over
their estimated useful lives to the Department using, in all cases, the straight line method of depreciation.
Leasehold improvements are depreciated on a straight-line basis over the lesser of the estimated useful
life of the improvements or the unexpired period of the lease.

Depreciation rates {useful lives) and methods are reviewed at each reperting date and necessary
adjustments are recognised in the current, or current and future reporting periods, as appropriate.
Residual values are re-estimated for a change in prices only when assets are revalued.

Depreciation rates applying to each class of depreciable asset are based on the following useful lives:

2004-05 2003-04
Buildings on freehold Jand 20 years 20 years
Leasehold improvements Lesser of lease term or 15 years Lesser of lease term or 15 vears
Plant and equipment 5to 10 years 5 to 10 years
Intangibles:
- purchased 5 years 5 years|
- internally developed According to individual usefull  According to individual useful life
life (5 to 10 years) {5 to 10 years)

The aggregate amount of depreciation allocated for each class of asset during the reporting period is
disclosed in Note 8.

1.12 Impairment of Non-Current Assets

Non-current assets carried at up to date fair value at the reporting date are not subject to impairment
testing.

Non-current assets carried at cost and held to generate net cash inflows have been tested for their
recoverable amounts at the reporting date. The test compared the carrying amounts against the net
present valued of future net cash inflows. No write-down to recoverable amount was required (2003-04:
nil).

The non-current assets carried at cost which are not held to generate net cash inflows, have been
assessed for indications of impairment. Where indications of impairment exist, the carrying amount of the
asset is written down to the higher of its net selling price and, if the department wouid replace the asset's
service potential, its depreciated replacement cost.

1.13 Intangibles

The Department’s intangibles comprise internally developed software for internal use. These assets are
carried at cost,

Software is amortised on a straight-line basis over its anticipated useful life, The useful life of the
Department's software is 5 years {2003-04: 5 years).

All software assets were assessed for impairment as at 30 June 2005. None were found to be impaired.
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Note 1: Summary of Significant Accounting Policies {(continued)
1.14 Inventories
Inventories held for resale are valued at the lower of cost and net realisable value.

Inventories not held for resale are valued at cost, untess they are no longer required, in which case they
are valued at net realisable value.

1.15 Taxation

The Bepartment is exempt from all forms of taxation except fringe benefits tax and the goods and
services tax (GST).

Revenues, expenses, assets and liabilities are recognised net of the amount of GST:

»  except where the amount of GST incurred is not recoverable from the Australian Taxation Office; and
«  except for receivables and payables.

1.16 Foreign Currency

Transactions denominated in a foreign currency are converted at the exchange rate at the date of the
transaction. Foreign cumency receivables and payables are translated at the exchange rates current at
balance date. Associated currency gains and losses are recognised in the Statement of Financial
Performance.

1.17 Insurance

The Department has insured for risks through the Government's insurable risk managed fund, cafled
‘Comcover’, Workers compensation is insured through the Government's Comcare Australia.

1.18 Comparative Figures

Where practicable, comparative figures have been adjusted in value and reclassified to conform to
changes in reporting requirements in the current year.

1.19 Rounding
Amounts have been rounded to the nearest $1,000 except in relation to the following:

act of grace payments and waivers,;
remuneration of executives;
remuneration of auditors; and
appropriation note disclosures.
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Notes to and forming part of the Financial Statements

Note 1: Summary of Significant Accounting Policies (continued)
1.20 Reporting of Administered Activities

Administered revenues, expenses, assels, liabilities and cash flows are disclesed in the Schedule of
Administered Items and related Notes.

Except where otherwise stated befow, administered items are accounted for on the same basis and using
the same policies as for departmental items, including the application to the greatest extent possible of
Accounting Standards, Accounting Interpretations and UG Consensus Views.

Administered Cash Transfers to and from Official Public Account

Revenue collected by the Department for use by the Government rather than the Department is
Administered Revenue. Collections are transferred to the Official Public Account (OPA) maintained by
the Department of Finance and Administration. Conversely, cash is drawn from the OPA to make
payments under Parliamentary appropriation on behalf of Government. These transfers to and from the
OPA are adjustments te the administered cash held by the Department on behalf of the Government and
reported as such in the Statement of Cash Flows in the Schedule of Administered ltems and in the
Administered Reconciliation Table in Note 23. Thus the Schedule of Administered Items largely refects
the Government's transactions, through the Department, with parties outside the Government.

Business undertaken on the National Interest Account

The Department reports transactions on the National Inferest Account (NIA). Part S of the Export Finance
and Insurance Corporation Act (EFIC Act) provides for the Minister for Trade to give an approval or
direction to EFIC to undertake any transaction which the Minister considers is in the national interest.
Such transactions may relate to a class of business which EFIC is not authorised to undertake, or involve
terms and conditions EFIC would not accept in the normal course of business.

Where the Minister gives EFIC an approval or direction to undertake a transaction under Part 5 of the Act,
the risk is borne by the Commonwealth. Premium or other income from the transaction is paid by EFIC to
the Commonwealth. EFIC recovers from the Commonwealth the costs of administering business
undertaken under Part 5 and recovers from the Commonwealth any losses incurred in respect of such
business. The National Interest Account profit or loss is therefore attributable to the Commonwealth, The
amounts included in the administered notes to these financial statements represent the Commonwealth
trarsactions.

Revenue

All administered revenues described in this Note are revenues relating to the core operating activities
performed by the Department on behalf of the Commonwealth.

Fees are charged for the provision of passport and consular services. Administered fee revenue is
recognised when goeds or services have been provided.

Loans

Loans are recognised at the balance of principal outstanding. Collectability is reviewed at balance date.
Provision is made for bad and doubtful loans where collection of the loan, or part thereof, is judged to be
less likely rather than more likely.
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Note 1: Summary of Significant Accounting Policies {continued)

1.20 Reporting of Administered Activities (continued)
Grants

The Department administers a number of grant programs on behalf of the Government. The grant
program is expensed by the Department in the year in which the grant was appropriated.

Grant liabilities are recognised to the extent that (i} the services required to be performed by the grantee
have been performed or {ii} the grant eligibility criteria have been satisfied, but payments due have not
been made. A commitment is recorded when the Government enters into an agreement io make the
grants but services have not been performed or criteria satisfied.

Administered Investments

Administered investments in conftrolled entities are not consolidated because their consolidation is
relevant only to reporting at the Whole of Government level.

Administered investments are measured on the cost basis, adjusted for any subsequent capital injections
or withdrawals and for any impairment josses.
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Notes to and forming part of the Financial Statements

Note 2: Adoption of Australian Equivalents to International Financial Reporting Standards from
2005-2006

The Australian Accounting Standards Board has issued replacement Australian Accounting Standards to
apply from 2005-06. The new standards are the Australian Equivalents to International Financial Reporting
Standards (AEIFRS). The International Financial Reporting Standards are issued by the International
Accounting Standards Board. The new standards cannct be adopted early. The standards being replaced
are to be withdrawn with effect from 2005-06, but confinue to apply in the meantime, including reporting
periods ending on 30 June 2005.

The purpose of issuing AEIFRS is to enable Australian reporting entities reporting under the Corporations
Act 20071 to be able to more readily access overseas capital markets by preparing their financial reports
according to accounting standards more widely used overseas.

For-profit entities complying with AEIFRS will be able to make an explicit and unreserved statement of
compliance with International Financial Reporting Standards ({IFRS) as well as a statement that the
financial report has been prepared in accordance with Australian Accounting Standards.

AEIFRS contain certain additional provisions that will apply to not-for-profit entities, including Australian
Government agencies. Some of these provisions are in conflict with IFRS, and therefore the Department
will only be able to assert that the financial report has been prepared in accordance with Australian
Accounting Standards.

AAS 29 Financial Reporting by Government Dapartments will continue to apply under AEIFRS.

Accounting Standard AASB 1047 Disciosing the Impacts of Adopting Australian Equivalents to
International Financial Reporting Standards requires that the financial statements for 2004-05 disclose:

= an explanation of how the transition to AEIFRS is being managed;

* narrative explanations of the key policy differences arising from the adoption of AEIFRS;

* any known or reliably estimable information about the impacts on the financial report had it been
prepared using AEIFRS; and

¢ if the impacts of the above are not known or reliably estimable, a statement to that effect.

Where an entity is not able to make a reliable estimate, or where quantitative information is not known,
the entity should update the narrative disclosures of the key differences in accounting policies that are
expected to arise from the adoption of AEIFRS.

The purpose of this Note is to make these disclosures.
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Note 2: Adoption of Australian Equivalents to International Financial Reporting Standards from
2005-2006 (continuad)

Management of the fransition to AEIFRS

The Department has taken the following steps for the preparation towards the implementation of AEIFRS;
¢ The Department’s Audit Committee (through the Financial Statements Sub-Committee) is tasked
with oversight of the transition to and implementation of AEIFRS. The Chief Finance Officer is
formally responsibte for the project and reports regularly to the Financial Statements Sub Committee
of the Departmental Audit Committee on progress against the project plan.
+ The plan requires the following key steps io be undertaken and sets deadiines for their
achievement:
¢ All major accounting policy differences between current AASB standards and AEIFRS were
identified by 30 June 2004,
* A transitional balance sheet as at 1 July 2004 under AEIFRS was completed and presented to
the Financial Statements Sub-Committee of the Departmental Audit Committee in April 2005.
* An AEIFRS cempliant balance sheet as at 30 June 2005 was also prepared during the
preparation of the 2004-05 statutory financial reports.
¢ The 2004-05 Balance Sheet under AEIFRS will be reported to the Department of Finance and
Administration in line with their reporting deadlines.
* The plan also addresses the risks to successful achievement of the above objectives and includes
strategies to keep implementation on track to meet deadlines.
= Consultants were engaged where necessary to assist with each of the above steps.

Major changes in accounting policy

The Department believes that the first financial report prepared under AEIFRS ie at 30 June 20086, will be
prepared on the basis that the Department will be a first time adopter under AASB 1 First-time Adoption of
Australian Equivalents fo Infernational Financial Reporting Standards. Changes in accounting policies
under AEIFRS are applied retrospectively i.e. as if the new policy had always applied except in relation to
the exemptions avatlable and prohibitions under AASB 1. This means that an AEIFRS compliant balance
sheet has to be prepared as at 1 July 2004. This will enable the 2005-06 financial statements to report
comparatives under AEIFRS.

A first time adopter of AEIFRS may elect to use exemptions under paragraphs 13 to 25E. When
developing the accounting policies applicable to the preparation of the 1 July opening balance sheet, no
exemplions were applied by the Department.

Changes to major accounting policies are discussed in the following paragraphs.

Management's review of the quantitative impacts of AEIFRS represents the best estimates of the impacts
of the changes as at reporting date. The actual effects of the impacts of AEIFRS may differ from these
estimates due to:

» continuing review of the impacts of AEIFRS on the Department's operations;

+ potential amendments to the AEIFRS and AEIFRS Interpretations; and

= emerging interpretation as to the accepted practice in the application of AEIFRS and the AEIFRS
Interpretations.
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Notes to and forming part of the Financial Statements

Note 2: Adoption of Australian Equivalents to International Financial Reporting Standards from
2005-2006 (continued)

Property plant and equipment

It is expected that the 2005-08 Finance Minister's Orders will continue to require property plant and
equipment assets to be valued at fair value in 2005-06.

Restating the opening balance sheet for AEIFRS would result in timing differences in revaluation
adjustments for Land and Building comprising the owned overseas estate. Opening AEIFRS values
include revaluation adjustments for foreign exchange movements for the entire owned estate. This
procedure is not performed under the rolling revaluation program employed under current accounting
standards.

The impact of this change would have the effect of increasing the value of Land and Buildings by
$16,884,000, increasing the loss on disposal by $80,000, increasing depreciation for the year by $162,000
and increasing the asset revaluation reserve by $17,126,000.

Intangible Assets

The Australian Equivalent on Intangibles does not permit intangibles to be measured at valuation unless
there is an active market for the intangible. The Department's internally-developed software is measured
at cost. Therefore no adjustment is required.

Impairment of Intangibles and Property, Plant and Equipment
The Department's policy on impairment of non-current assets is at Note 1.12.

Under AEIFRS these assets will be subject to assessment for impairment and, if there are indications of
impairment, an assessment of the degree of impairment. (Impairment measurement must also be done,
irespactive of any indications of impairment, for intangible assets not yet available for use). The
impairment test is that the carrying amount of an asset must not exceed the greater of {a) its fair value less
costs to sell and (b} its value in use. ‘Value in use’ is the net present value of net cash inflows for cash
generating units of the Department and depreciated replacement cost for other assets which would be
replaced if the Department were deprived of them.

An impairment assessment of the agency's assets indicated that no adjustments will be required.
Decommissioning, Restoration and Make-good

Amounts representing estimates of make-good costs on leased premises are provided by the Department
and expensed on recognition,

The new Australian Equivalent standard will require amounts representing the estimated costs of make-
good in relation to a departmental asset to be capitalised.

The impact of this change would have the effect of increasing the value of Leasehold Improvements (Land
and Buildings) by $3,300,000, increasing the opening value of accumulated results by $2,299,000,
reducing makegood expenses by $701,000, increasing depreciation for the year by $542,000 and
increasing the asset revaluation reserve by $842,000.
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Note 2: Adoption of Australian Equivalents to International Financial Reporting Standards from
2005-20086 {continued)

Inventory

The Department recognises inventory not held for sale at cost, except where no longer required, in which
case net realisable value is applied.

The new Australian Equivalent standard will require inventory held for distribution for no consideration or at
a nominal ameunt to be carried at the lower of cost or current replacement cost.

An assessment was made and it was found that in all instances the current repiacement cost of inventory
was equal or greater than the original cost. Therefore no adiustment is required.

Employee Benefils

The pravision for long service leave is measured at the present value of estimated future cash outflows
using market yields as at the reporting date on national government bonds.

The 2003-04 Financial Report noted that the AEIFRS standards may require the market yield on corporate
bonds to be used. The AASB has decided that a deep market in high quality corporate bonds does not
exist and therefore national government bonds will be referenced.

AEIFRS require that annual leave that is not expected to be taken within 12 menths of balance date is to
be discounted. Following an actuarial review, the Department does not expect that any material amounts
of the annual leave balance will not be taken in the next 12 months. Consequently, there are no
adjustments for non-current annual leave.

The Department maintains three departmental defined benefit post employment funds for the benefit of
locally engaged staff. These funds are located in London, Dublin and New Delhi and are treated as multi—
employer sponsored funds with each agency represented at post disclosing their proportion of the fund in
the notes to their financial statements. A fourth fund, the North American Pension Fund is treated as
administered. Details of the funds are disclosed in Note 10 and Note 22 respectively. Under current
accounting standards, the funds do not impact on the Department's financial statements but require note
disclosure only.

The new Australian Equivalent standard will require amounts representing the surplus or deficiency in the
assets of the funds over the members' benefits to be taken up in the employers’ balance sheets

The impact of this change would have the effect of increasing the value of employee liabilities by
$1,613,000, decreasing the opening value of accumulated resuits by $963,000, increasing employee
expenses for the year by $732,000 and increasing the department’s foreign exchange gain by $82,000.

The Minister for Finance and Administration has given approval to reclassify these funds as being
administered by the Department on behalf of the Commonwealth, rather than departmental. This change
will have effect from 1 July 2005 and will centralise the funds in the Department's administered accounts.

Administered lfems

Assessment of the administered assets and liabilities of the Department indicate that there are no
adjustments due to the transition to AEIFRS. Balances in relation to the National Interest Account and the
Department’s relationship with the Export Finance and Insurance Corporation (EFIC) may change
significantly due to differences in the valuation of financial instruments under AEIFRS. However, as stated
below, these changes will not be adopted until the 2005-06 financial year.

S NOIL1LD3Ss

As stated above, defined benefit post employment plans maintained by the benefit of locally engaged staff
will be treated as administered from 1 July 2005.

Financial statements 349



350

Notes to and forming part of the Financial Statements

Note 2: Adoption of Australian Equivalents to Intemational Financial Reporting Standards from
2005-2006 {continued)

Financial Instruments

AEIFRS include an option for entities not to restate comparative information in respect of financial
instruments in the first AEIFRS report. It is expected that Finance Minister's Orders will require entities to
use this option. Therefore, the amounts for financial instruments presented in the Department's 2004-05
primary financial statements are not expected to change as a result of the adoption of AEIFRS.

The Department will be required by AEFIRS to review the carrying amounts of financial instruments at 1
July 2005 to ensure they align with the accounting policies required by AEIFRS. It is expected that the
carrying amounts of financial instruments held by the Department in its departmental accounts will not
materially change as & result of this process. As stated above, some balances in the Department’s
administered accounts in relation to the National Interest Account and EFIC are expected to change
significantly as a result this process,

DFAT Annual Report 2004-2005



Notes to and forming part of the Financial Statements

Note 2: Adoption of Australian Equivalents to International Financial Reporting Standards from
2005-2006 (continuad)

Reconciliation of Impacts — AGAAP to AEIFRS
30 June 2005* 30 June 2004

$°000 $'000
$ $
Reconciliation of Departmental Equity
Total Departmental Equity under AGAAP 1,739,668 1,579,761
Adjustments to accumulated results 602 1,080
Adjustments to other reserves 17,968 43,721
Totel Equity under AETFRS 1,758,238 1,624,562
Reconciliation of Departmental Accumulated Results
Total Departmental Accumulated Resulis under AGAAP 177,284 79,740
Adjustments:
Make-~good costs 2,999 2,298
Employee provisions — pension funds {1,695) (1,045)
Assets ~ Carrying Value - {173)
Depreciation (704) >
Foreign exchange gain 32 -
Value of assets sold (80) -
Total Accumulated Results under AEIFRS 177,886 80,820
Reconeiliation of Departmental Reserves
Total Departmental Reserves under AGAAP 254 577 253,300
Adjustment:
Asset Revaluation Reserve 17,968 43,721
Total Departmental Reserves under AEIFRS 272,545 297,021
Reconciliation of Departmental Contributed Equity
Total Departmental Contributed Equity under AGAAP 1,307,807 1,246,721
Adjustments - -
Total Contributed Equity under AETFRS 1,307,807 1,246,721
Reconcilisgtion of Net surplus / (deficit) from ordinary activities
for year ending 30 June 2005
Net surplus/deficit from ordinary activities under AGAAP 123,717
Adjustments:
Makegood expense capitalised 701
Depreciation (704)
Foreign exchange gain 82
Employee expense — pension fiunds (732)
Value of assets sold (80)
Net surplus / deficit from ordinary activities under AEIFRS 122,984

* 30 June 2005 total represents the accumulated impacts of AEIFRS from the date of transition,
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Note 3: Events Occurring after Reporting Date

There have been no events after 30 June 2005 which will affect the financial position of the Department
at the reporting date.
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Note 4: Operating Revenues

Note 4A: Revenues from Government
Appropriations for outputs

Resources received free of charge
Total revenues from government

Note 4B: Goods and Services
Goods

Operating lease rentals

Services

Total sales of goods and services

Provision of goods to:
External entities
Total sales of goods

Rendering of services to:
Related entities
External entities

Total rendering of services

Note 4C: Net Foreign Exchange Gains
Non-speculative

Note 4D Cther Revenues
Other revenue

2005 2004
$'000 $'000
703,234 712,331
390 380
703,624 712711
93 67
47,020 50 654
44,210 38 028
91,323 88,749
93 67

93 67
83,672 80,728
7,558 7,954
91,230 88,682
771 117
1,480 2,001

Financial statements

353

S NOIL1LD3Ss




o elealilel TN Y TS

Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 5: Operating Expenses
Note 5A: Employee Expenses
Wages and salary 219,849 208,176
Superannuation 46,429 37,435
Leave and other entitlements 21,581 23,327
Separation and redundancies 5716 6,581
Other employee expenses 15,755 12,038
Total employee benefits expense 309,330 287,567
Workers compensation premiums 1,267 810
Total employee expenses 310,587 288,377
Note 5B: Supplier Expenses
Goods from related entities 0 0
Goods from external entities 45,356 36,318
Services from related entities 13,863 12,276
Services from external entities 166,718 173,921
Operating lease rentals’ 74,897 76,322
Total supplier expenses 300,834 208,837
' These comprise minimum lease payments only.
Note 5C: Depreciation and Amortisation
(i) Depreciation
Other infrastructure, plant and equipment 19,777 16,121
Buildings 28,264 26,983
Total depreciation 48,031 43,104
(i) Amortisation
Intangibles - computer software 4,805 5,012
Total amortisation 4,805 5,012
Total depreciation and amortisation 52,836 48,116

Depreciation expenses are $4,323,456 higher than they would have been as a result of a change in the
methods of depreciation (2004: nil).

The aggregate amounts of depreciation and amortisation expensed during the reporting period for each
class of depreciable assels are as follows;

Buildings on freehold land 17,634 18,806
Leasehold improvements 10,620 8177
Infrastructure, plant and equipment 19,777 16,121
Computer software 4,805 5,012
Total depreciation and amortisation 52,836 48,116

No depreciation or amortisation was allocated to the carrying amounts of other assets.
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2005 2004
$'000 $'000
Note 5: Operating Expenses (continued)
Mote 5D: Write-Down of Assets
Financial assets:
Bad and doubiful debts expense 330 18
Non-financial assets:
infrastructure, plant and equipment - revaluation decrement 4,142 5,383
Total write-down of assets 4,472 5,401
Note 5E: Net Losses from Sale of Assets
Land and buildings:
Proceeds from disposal (21,100} (1,162}
Selling expenses 424 180
Net book value of assets disposed 23,664 1,231
Write-offs 0 0
Net (gain) / loss from disposal of land and bulldings 2,988 249
Leasehold improvements:
Proceeds from disposal (1) 0
Net bock value of assets disposed 382 1,353
Net {gain} / loss from disposal of leasehold improvements 381 1,353
Infrastructure, plant and equipment:
Proceeds from cisposal {3.831) {(4,008)
Net book value of assets disposed 5118 Q9,570
Write-offs 0 0
Net (gain} / loss from disposal of infrastructure, plant and equipment 1,287 5,472
Intangibles:
Proceeds from disposal 0 0
Net book value of assets disposed 9 19
Net (gain) / foss from disposal of intangibles [ 19
TOTAL proceeds from disposals (24,932) {5,260)
TOTAL selling expenses 424 180
TOTAL value of assets disposed 29173 12,173
TOTAL write-offs 0 0
TOTAL net (gain) / loss from disposal of assets 4,665 7,083
Note SF: Other Expenses
Other expenses a7 0
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 6: Borrowing Costs Expense
Leases 22 77
Other 8 19
Tolal borrowing costs expense 30 a8
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2005 2004
$'000 $'000
Note 7: Financial Assets
Note 7A; Cash
Special account 3,163 4,952
Departmental {other than special accounts) 33,710 23,116
Total cash 36,873 28,068

Under banking arrangements in place up to 1 July 2004, moneys in the Department's bank accounts
were swept into the Official Public Account nightly and earned interest on the daily balance at rates
based on money market call rates. Since 1 July 2004, no interest is earned on the Department's bank
balances.

Note 7B: Receivables

Goods and services 6,848 12,004
Less: Provision for doubtful debts {302} 0
6,546 12,004
GST Receivable from the Australian Taxation Cffice 1,736 1,832
Appropriations receivable
- for additional cutputs 9,275 8,259
- undrawn 293,193 117,209
Advances 5111 6,209
Qther debtors and accrued revenue 3,167 2,440
Total receivables (net) 318,028 147,953
Receivables are represented by:
Current 315,701 143,878
Non-current 3,327 4075
Toftal receivables (net) 319,028 147,953

All receivables are non-interest bearing. Credit terms are net 30 days (2004: 30 days).

Appropriations receivable undrawn are appropriations controlled by the Department but held in the
Official Public Account under the Government's just-in-time drawdown arrangements.

Appropriations receivable for additional outputs are accrued revenues for services provided in the
current year either under a purchasing agreement with the Government or by Cabinet direction. Funding
for these services will be provided by appropriations in the subsequent year.

S NOIL1LD3Ss
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 7: Financial Assets (continued)
Note 7B: Receivables {continued)
Receivables (gross) are aged as follows:
Current 316,610 141,749
Overdue by:
Less than 30 days 2,312 5,368
30 to 60 days 92 718
61 to 90 days 92 8%
More than 90 days 224 29
2,720 6,204
Total receivables (gross) 319,330 147,953
The provision for doubtful debts is aged as follows:
Current 1] 1]
Overdue by:
Less than 30 days ] 1]
30 to 60 days 0 1]
61 to 90 days 0 o
More than 90 days 302 0
302 o]
Total provision for doubtful debts 302 1]
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Note 8: Non-Financial Assets

Note 8A: Land and Buildings
Freehold land

- at deprival value

- at fair value
Total freehoid land

Buildings on freehold land
- at cost
- accumulated depreciation

- at deprival value
- accumulated depreciation

- at fair value
- accumulated depreciation

- work in progress - at cost '
Total buildings on freehold land

Leasehold improvements
- at fair value
- accumulated depreciation

- work in progress - at cost
Total leasehold improvements

Total land and buildings {non-current)

2006 2004
$'000 $000

0 150
671,004 631,231
671,004 _ 631,381
0 528

0 (3)

0 525

0 172,250

0 (10,450)

0 _ 161,800
658,483 530,602
(20,403)  {B,844)
636,080 _ 523,648
14,021 11,327
852,101 697,500
100,821 95,396
(8.918)  (2,675)
81,903 _ 92,721
26,822 12,229
118,725 _ 104,950
1,441,830 1,433,840

" This is a qualifying asset and includes foreign exchange gains and losses which have been capitalised.
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 8: Non-Financial Assets (continued)
Note 8B: Infrastructure, Plant and Equipment
Infrastructure, plant and equipment
- at cost 0 458
- accumulated depreciation 0 (110)
0 348
- at fair value 88,720 87,549
- accumulated depreciation (14,827) {9,833)
73,793 77,716
- under finance lease - at cost 0 3,153
- accumulated depreciation 0 (2,618)
0 535
- under finance lease - at fair value 55 0
- accumulated depreciation (33) 1]
22 0
- waork In progress - at cost 5,708 0
Total infrastructure, plant and equipment (non-current) 79,523 78,599

All formal revaluations are independent and are conducted in accordance with the revatuation palicy
stated at Note 1. In 2004-05, the formal revaluations were conducted by independent valuers, the
Australian Valuation Office and CB Richard Ellis Pty Lid.

Revaluation increments of $48,909,375 for land (2004: decrements of $77,178,674) and decrements of
$35,098,675 for buildings on freehold land (2004: decrements of $14,562,430) and $14,083,559 for
leasehold impravements {2004; decrements of $26,122,599) were made to the assel revaluation
reserve; decrements of $3,035,802 for plant and equipment were expensed (2004: $5,383,152
expensed).
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 8: Non-Financial Assets {continued)
Note 8D. Intangibles
Computer software:
Purchased software 24,683 23,139
Accumulated amortisation {15,527) (12,884)
9,166 10,255
Internally developed - in use - at cost 3,828 3,828
Accumulated amortisation {3,828) (2,962)
0 266
Internally developed - in progress - at cost 3,781 2,990
Total computer software 12,937 14,111
TABLE A - Reconciliation of the opening and closlng balances of intangibles
Itam Eomputer
Software
$'000]
As at 1 July 2004:
Gross book value 26,967
Accumulated depreciation / amortisation {15,846)
Net book value (before WIP) 11,121
Assets under construction (WIP} 2,990
Net book value {after WTP) 14,111
Additions 2,810
Asset transfers 40
Depreciation / amortisation expense (4,805)
Disposals - gross book value (1,308)
Disposals - accumulated depreciation 1,286
Recoverable amount write-downs 0
As at 30 June 2005:

Gross book value 28,511
Accumulated depreciation / amortisation {19,355)
Net book value {before WIP) 9,156
Assets under construction (WIP) 3,781
INet book value (after WiP) 12,937

Note 8E: Inventories
Finished goods (cost) 1,896 1,488
Inventories held for sale 1,896 1,488
Inventories not held for sale (cost) 180 208
Total inventories 2,076 1,696

All departmental inventories are current assets.
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000

Nots 8: Non-Financial Assets (continued)

Note 8F: Other Non-Financial Assets

Prepayments
Property leases 12,920 12,850
Other 7,567 9,154
Total prepayments 20,487 22,004
Total other non-financial assets 20,487 22,004

Total other non-financial assets are represented by:

Current 17,257 19,929
Non-Current 3,230 2,075
Total other non-financial assets 20,487 22,004
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 9: Interest Bearing Liabilities
Note 9A: Leases
Finance lease commitments
Payable:
Within one year 25 559
In one to five years 1 51
In more than five years 0 0
Minimum lease payments 26 610
Deduct: future finance charges (1) (25)
Net lease liability 25 585
Lease liability is represenied by:
Current 24 545
Non-current 1 40
Net lease liability 25 585

Finances leases exist in relation to certain major office equipment assets. The leases are non-

cancellable and for fixed terms averaging three years, with a maximum of five years. Tha interest rate
implicit in the leases averaged 12.52% (2004: 14.01%). At reporting date, the Department had finance
leases with terms averaging fifty four months and a maximum term of sixty months. The lease assets
secure the lease liabilities. The Department guarantees the residual values of all assets leased. There

are no contingent rentals.
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 10: Provisions
MNote 10A: Employee Provisicns
Salaries and wages 5,716 4,681
Annual leave 20,261 21,108
Long service leave 48,029 46,777
Superannuation 5,428 6,730
Separation and redundancies 9,755 12,129
Other employee provisions 10,052 3,923
Aggregate employee benefit liability 99,241 95,349
Workers' compensation 0 0
Aggregate employee benefit liability and related on-costs 99,241 95,349
Employee provisions are represented by:
Current 37,782 39,609
Non-Current 61,459 55,650
Total employee provisions 99,241 95,349

The Department has pension schemes for locally engaged siaff at pests in London, Dublin and New
Delhi. These schemes are not recognised in the financial statements. Figures disclosed below as
accrued and vested benefits are based on formal actuarial reviews which are generally conducted
triennially and reviewed and updated by the actuary on an annual basis. The most recent formal
actuarial reviews were conducted as follows: London 1 July 2003; Dublin 1 January 2003; and New
Delhi 31 March 2006 (for 2003-04: London 1 July 2003; Dublin 1 January 2003; and New Delhi 31 March
2004). The figures for net market values of plan assets have been obtained from the maost recent
financial reports of the schemes or, where pessible, updated information supplied by the relevant fund
actuary. For 2004-05, these dates are: London 30 June 2005; Dublin 30 May 2005; and New Delhi 31
March 2005 (for 2003-04: London 30 June 2004; Dublin 31 December 2003; and New Delhi 31 March
2004).

Accrued benefits 11,453 10,495
Net market value of plan assets 9,840 9,450
Net assels (1,613) (1,045)
Vested benefits 10,275 9,523
Note 10B: Other Provisions
Lease makegood 7,657 5,767
Total other provisions 7,657 5,767
Other provisicns are represented by:
Current 445 508
Non-current 7.212 5,259
Total other provisions 7,657 5,767
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Notes to and forming part of the Financial Statements

Note 11: Payables

Note 11A: Supplier Payables
Trade creditors

Total supplier payables

Supplier payables are represented by:
Current
Non-current

Total supplier payables

Settlement is usually made net 30 days.

Note 11B: Other Payables
Prepayments received
GST payable to ATO
Accrued expenses

Other creditors

Total other payables

All other payables are current liabilities.
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2005 2004
$'000 $'000
41,430 33,451
41,430 33,451
41,430 33,451
0 0
41,430 33,451
23,515 8,236
0 1

0 84
1,218 3,037
24,733 11,358
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000

Note 12: Equity {continuad}

Note 12B: Restructuring

In accordance with the Government decision resulting from the Flood Inquiry into Australian intelligence
agencies, the Department relinquished its responsibilities for the Open Source Collection Branch which
was transferred to the Office of National Assessments (ONA).

In respect of functions relinquished, no assets or liabilities were transferred by the Department.

OPEN SOURCE COLLECTION BRANCH

Revenues

Recognised by the Office of National Assessments 1,018 4]
Recognised by the Department of Foreign Affairs and Trade 1,399 0
Total revenues 2,417 0
Expenses

Recognised by the Office of National Assessments 644 0
Recognised by the Department of Foreign Affairs and Trade 1,274 0
Total expenses 1,918 0
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 13: Cash Flow Reconciliation
Reconciliation of cash per Statement of Financial Position to Statement of
Cash Flows
Cash at year end per Statement of Cash Flows 36,873 28,068
Statement of Financial Position items comprising above cash;
‘Financial Asset - Cash' and 'Financial Asset - Investments' 36,873 28,068
Reconciliation of net surplus to net cash from operating activities:
Net surplus / (deficit) 123,717 155,658
Depreciation / amortisation 52,836 48,116
Net write-down of non-financial assets 4,142 5,383
Loss on disposal of assets 4,665 7.093
Investing OPA (receivable) {94,238) (9,990}
Effect of foreign exchange on cash {1,079) (102)
interest 30 96
{Increase) / decrease in net receivables {35,304}  (21,214)
(Increase) / decrease in inventories (380) 1,107
(Increase} / decrease in prepayments 1,517 (1,659)
Increase / (decrease) in employee provisions 3,892 (9,454)
Increase / (decrease) in provisions 1,890 (2,195)
Increase / (decrease) in supplier payables 7,979 5,826
Increase / {(decrease) in unearned inceme 15,279 3,439
Increase / (decrease) in other liabilities (1,729) (778)
GST cash refund / {payment) from financing and investing activities 0 (2,468)
Net cash from / (used by) operating activities 83,217 178,861
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Notes to and forming part of the Financial Statements

Note 14: Contingent Liabllities and Assets

Quantifiable Contingencias

The Schedule of Contingencies reports contingent liabilities in respect of claims for damages / costs of
$557,204 (2004: $2,521,391 ). This amount represents an estimate of the Department's liability based
on precedent cases and on advice from the Depariment's external legal service providers. The
Department is defending the claims.

The Schedule of Contingencies reports contingent liabilities in respect of a bank and residential lease
guarantees made by the department of $268,688 (2004: $0).

The Schedule also reports contingent assets in respect of claims for damages / costs of $2,608,389
(2004: $2,613,086). The Department is expecting to succeed in claims and receive costs from
claimants, although the cases are centinuing. The estimate is based on precedent in such cases and on
advice from the Department's legal service providers.

Unquantifiable Contingencies

At 30 June 2005, the Department was involved in a number of litigatton matters for losses allegedly
suffered by claimants. The Depariment is defending the claims. it is not possible to estimate the
amounts of any eventual payments that may be required in relation to these claims.

Remote Centingencies

The Department is currently defending a number of other legal claims. At 30 June 2005, advice from
the Department’s external legal service providers is that the Department has a strong case in each of
these matters and is not likely to be found liable.
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2005 2004

Nots 15: Executive Remuneration

The number of executives who received or were due to receive total remuneration
of $100,000 or more:

$100,000 to $109,999
$120,000 to $129,999
$130,000 to $139,999
$140,000 to $149,699
$150,000 to $159,999
$160,000 to $169,999
$170,000 to $179,999
$180,000 to $189,999
$190,000 to $199,999
$200,000 to $209,999
$210,000 to $219,999
$220,000 to $229,999
$230,000 to $239,999
$240,000 to $249,999
$250,000 to $259,999
$260,000 to $269,999
$270,000 to $279,999
$280,000 to $289,999
$200,000 to $299,999
§$340,000 to $349,999
$350,000 to $359,999
$450,000 to $459,999
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The aggregate amount of total remuneration of executives shown above. $18,080,329 $16,551,905

The aggregate amount of separation and redundancy / fermination benefit ‘
payments during the year to executives shown above. $226,579 $262,589

Executives have been included where they have been located in Australia for six months or more and
have received remuneration above $100,000 during the 2004-05 financial year. For this purpose,
Executive Remuneration includes: salary, allowances in the nature of salary, hardship allowance, cost of
posting allowance, performance bonuses, fringe benefits tax, vehicle costs, parking costs and employer's
superannuation contributions.
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Notes to and forming part of the Financial Statements

2005 2004

Note 16: Remuneration of Auditors

Financial statement audit services are provided free of charge to the Depariment.
The fair value of the services provided was: 390,000 380,000
390,000 380,000

No other services were provided by the Auditor-General.

Included above for 2005 is an amount of auditor remuneration totalling $10,000 retating to the 2005-06
financial statement audit, arising from work done on the epening balance sheet to be prepared under
Australian equivalents to International Financial Reporting Standards.
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2005 2004

Note 17: Average Staffing Levels

The average staffing levels for the Department during the year were; 3,165 3,149
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Notes to and forming part of the Financial Statements

Note 18: Financial Instruments (continued)

MNote 18B: Net Fair Values of Financial Assets and Liabilities
2005 2004
Notes Total Aggregate  Total Aggregate
Carrying NetFair Carrying  Nel Fair
Amount Value Amount Value

$'000 $'000 $'000 $'000
Departmental Financial Assets
Cash at bank 7A 36,873 36,873 28,068 28,068
Receivables for goods and services (net) 7B 6,546 6,546 12,004 12,004
Appropriation receivable 7B 302,468 302,468 125,468 125,468
Other receivables 78 8,279 8,279 8,649 8,649
Total Financial Assets 354,166 354,166 174,188 174,189
Departmental Financial Liabilities
Finance lease liabilities 9A 25 25 585 585
Trade creditors 11A 41,430 41,430 33,451 33,451
Total Financial Liabilities 41,455 41,455 34,036 34,036

The net fair values of cash and non-interest-bearing monetary financial assets approximate their carrying
amounts.

The net fair values of the finance lease and lease incentives are based on discounted cash flows using
current interest rates for liabilities with similar risk profiles.

The net fair values for trade creditors are approximated by their carrying amounts.

Note 18C: Credit Risk Exposures

The Depariment’s maximum exposures to credit risk at reporting date in relation to each class of
recognised financial assets is the cammying amount of those assets as indicated in the Statement of
Financial Performance.

The Depariment has ne significant exposures to any concentrations of credit risk.

Al figures for credit risk referred to do not take into account the value of any collateral or other security.
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000
Note 19: Revenues Administered on Behalf of Government
Goods and services
Rendering of services - passport fees 170,810 145,671
Rendering of services - consular services 3,886 3,213
Trust receipts 0 380
Nuclear safeguard charges 470 489
Total goods and services 175,166 149,723
Interest
National Interest Account {NIA) 19,942 17,683
Other 215 49
Total interest 20,157 17,732
Dividends
EFIC 12,600 15,266
Other revenue
EFIC - repayment of interest subsidy and recoveries 13,429 18,041
NIA - EFIC tax equivalent payments 0 842
NIA - premiums 4,894 5,396
Payments by foreign governments - fuel excise 2,462 2,813
North American Pension Scheme - employee contributions 357 346
Industry contributions 2,247 382
Other 6 0
Total other revenue 23,385 27,620
Total revenues administered on behalf of Government 231,318 210,351
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2005 2004
$'000 $'000
Note 20: Expenses Administered on Behalf of Government
Grants and contributions
Non-profit institutions - external 3,524 3,582
Non-profit institutions - related 18,180 17,770
Overseas 170,775 120,887
Total grants and contributions 192,479 142,239
The nature of grants and contributions are as follows:
International erganisations 74,896 75,346
UN peacekeeping 95,879 45,540
Non-profit institutions 21,261 20,988
Non-profit institutions - Promotional and cultural 443 364
Total grants and contributions 192,479 142,239
Employea benefits
North American Pension Scheme - transfers and payments 3,037 2,546
Other employee benefits 808 477
Total employee benefits 3,845 3,023
Suppliers
Rendering of services - external 42,152 1,932
Write-down and impairment of assets
Financial assets - receivabies 208 572,564
Other expenses
Net foreign exchange losses
- NIA 8,488 23,528
- Other {2,217) {1,550)
NIA - interest 16,416 12,936
EFIC Administration Costs 3,420 3,846
EFIC - Other Financial Costs 923 0
Fee Refunds 412 338
Total other expenses 27,452 39,098
Total expenses administered on behalf of Government 266,136 758,856
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Notes to and forming part of the Financial Statements

2005 2004
$000 $'000
Note 21: Assets Administered on Behalf of Government
Financial assets
Cash
Administered bank account - Department of Foreign Affairs and Trade 5,115 5,506
The balange of the administered cash account is non-interast bearing.
Receivables
Goods and services receivable 508 97
All receivables are with entities axternal to the Commonwsalth. Credit termns are net 30 days.
Less: Provision for doubtful debts 0 0
508 a7
National Interest receivables ' 641,832 712,887
Less: Provision for doubtful debts {519,168} (581,917)
122,664 130,970
Consular - Traveller Emergency Loans 1,044 927
Lass: Provision for doubtful debts {454) (454)
590 473
Other - passport fees 681 761
Total receivables (net) 124,443 132,301
Receivables (gross) are aged as follows:
Not overdue 1,079 896
Overdue by:
Less than 30 days 105 17
30 to 60 days 19 9
61 to 90 days 6 15
More than 80 days 642,865 713,734
Total receivables (gross) 644,084 714,671
The provision for doubtful debts is aged as follows:
Not overdue 1] 1]
Overdue by:
Less than 30 days 0 1]
30 to 60 days 0 ¢]
61 to 90 days 0 0
More than 90 days (519,622) (582,370)
Total provision for doubtful debts (519,622) (582,370)
Investments
Commonwealth entities (at asset value at 30 June 1997)
Australian Trade Commission 145,497 138,856
Export Finance and Insurance Corporation 184,544 184,544
Tolal investments 330,041 323,400
Total financial assets administered on behalf of Government 459,699 461,207
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000

Note 21: Assets Administersed on Behalf of Government (continued)

Financial assets (continued}

"These receivables comprise sovereign amounts owed to the Commonwealth relating to export
transactions on the National Interest Account (NIA) under the terms of Part 5 of the Export Finance and
Insurance Corporation Act {(EFIC Act) as stated in Note 1.20. The countries and entities include:

Cuba 9,652 9,652
Ethiopia 2,312 4,269
Irag 516,856 572,560
Nicaragua ¢ 5,088
Sclomon Islands 8,653 9,672
EFIC 104,359 111,646

641,832 712,887

Repayment periods for the above loans vary. The Australian Government has agreed to forgive
payments received in relation to Nicaragua and Ethiopia. Additionally, Australia has agreed to forgive
80% of the Iraq debt, including late interest, with the residual 20% rescheduled from 2011 to 2028.
Payments from the Solomon Islands are due to recommence in 2005. Recoverability of these loans is
reviewed annually on a country by country basis, based on an assessment of the likelihood of recovery
including their capacity to pay. Each country has acknowledged their debt to the Commonwealth.

Non-financial assets

Prepayments 5,080 3,944
Total non-financial assets administered on behalf of Government 5,080 3,944
Total assets administered on behalf of Government 464,679 465,151
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'000

Note 22: Liabilities Administered on Behalf of Government
Payables

Suppliers
Trade creditors 4,842 1,754

All craditors are entities that are not part of the Australian Government. Settlement is usually made net 30
days.

Other payables

National Interest Account - EFIC 62,628 74,488
Unearned income - passports revenue 5,519 7,521
Unearned income - EFIC 21,964 26,858
Accrued expenses - EFIC 1,157 B0
Trust liability 0 65
North American Pension Scheme * 30,481 31.966
Total other payables 121,749 141,504
Toial liabilities administered on behalf of Government 126,591 143,258

! Accrued benefits under the North American Pension Scheme, which is a defined benefit superannuation
plan administerad by the department on behalf of the Commonwealth. Figures for the North American
Pension Scheme are based on actuarial reviews which are conducted triennially and reviewed and updated
by the actuary on an annual basis. The most recent actuarial reviews were performed on 30 June 2004.

Accrued benefits 30,481 32,157
Net market value of plan assets 0 191
Net assets {30,481}  (31,966)
Vested benefits 30,481 32,157
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $'o00

Note 23: Administered Reconciliation Table

Opening administered assets less administered liabilities as at 1 July 2004 321,893 906,679
Plus: Administered revenues 231,318 210,351
Less: Administered expenses (266,136) (758,856)
Administered transfers toffrom Australian Government:

Appropriation transfers from OPA:

Annual appropriation administered expenses 243,170 154,180
Administered assets and liabilities appropriations 0 (]
Special appropriaticns (limited) 0 0
Special appropriations (uniimited) 412 338
Transfers to OPA {199,210} (190,800)
Restructuring 0 0
Administered revaluations taken to/from reserves 0 0
Movement in carrying amount of investment 6,641 0
Currency franslation gainfloss 0 0
Changes in accounting policies 0 4]
Closing administered assets less administered liabilities as at 30 June 2005 338,088 321,393
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Notes to and forming part of the Financial Statements

2005 2004
$'000 $000

Note 24: Administered Contingent Liabilities and Assets

Quantifiable Administerad Contingencies
Quantifiable Administered Contingencies that are not remote are disclosed in the Schedule of
Administered Items as Quantifiable Administered Contingencies.

Unquantifiable Administered Contingencies
There are no unquantifiable administered contingencies.

Remote Administered Contingencles

Under section 82 of the Export Finance and Insurance Corporation Act 1891, the Commonwealth
guarantees the due payment by the Export Finance and Insurance Corporation of maney that is, or may
at any time beceme, payable by the Export Finance and Insurance Corporation to any person other than
the Commonwealth.

Contracts of insurance and guarantees 588,425 610,900
Statement of Financial Position liabilities 930,900 1,007,100
National Interest contracts of insurance and guarantees and Statement of

Financial Position liabilities 1,824,400 2,219,500

3,343,725 3,837,500
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Note 25: Administered Investments

The Commonweaith owns 100% of the Australian Trade Commission and the Export Finance and
Insurance Corporation.
The principal activities of each of these administered investments are as follows:

Australian Trade Commission - provision of advice, market intelligence and ongoing support {including
financial) to Australian businesses locking to develop international markets.

Expeort Finance and Insurance Corporation - provision of competitive finance and insurance services to
Awstralian exporters and Australian companies investing in new projects overseas.
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Notes to and forming part of the Financial Statements

Note 26: Restructuring

There were no restructurings in 2004-05.
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Notes to and forming part of the Financial Statements

Note 27: Administered Financial Instruments (continued)

Note 27B: Net Fair Values of Administered Financial Assets and Liabilities
2005 2004
Notes Total Aggregate Total Aggregate
Carrying Net Fair Carrying Net Fair
Amount Value Amount Value
$'000 $'000 $'000 $'000

Administered Financial Assets

Cash at bank 21 5115 5,115 5,506 5,506
Receivables for goods and services (net) 21 123,254 123,254 131,443 131,443
Accrued revenue 21 681 681 761 761
Investments 21 330,041 330,041 323400 323,400
Total Financial Assefs 459,091 459,091 461,110 461,110
Administered Financial Liabilities {Recognised)

Trade creditors 22 4,842 4,842 1,754 1,754
Other payables 22 121,749 121,749 141,504 141,504
Total Financial Liabilities (Recognised) 126,591 126,591 143258 143,258
Administered Financial Liabilities {Unracognised)

Guarantees to public trading enterprises 24 3,343,725 3,343,725 3,837,500 3,837,500
Total Financial Liabllities (Unrecognised) 3,343,725 3,343,725 3,837,500 3,837,500
Financial Assets

The net fair values of cash and non-interest-bearing monetary financial assets approximate their
carrying amounts.

Financial Liabilities
The net fair values for trade creditors are short-term in nature and are approximated by their carrying
amounts.

The net fair value of unrecognised guarantees are substantially below the Government's maximum
exposure, because the likelihood that they will be cailed upen has been assessed as remote.

Note 27C: Credit Risk Exposures
The Government's maximum exposures to credit risk at reporting date in relation to each class of

recognised administered financial assets is the carrying amount of those assets as indicated in the
Schedule of Administered Items.

The Government has no significant exposures to any concentrations of credit risk.

All figures for credit risk referred to do not take into account the value of any collateral or other security.
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Notes to and forming part of the Financial Statements

Note 28: Appropriations {continued}

Note 28C: Acquittal of Authority to Draw Cash from the Consolidated Revenue Fund - Special
Appropriations (Unlimited Amount)

Export Finance and Insurance Corporation (E_FIC) Act 1991 2005 2004
- section 54(10}

Outcome 1

$ $

Purpose: for the payment by the Commonwealth to EFIC of amounts equal to the amount of capital
determined by the EFIC Board as necessary to overcome the inadequacies, or expected inadequacies,
in the money or other assets of EFIC to meet the expected liabilities, losses or claims of or against EFIC.

All transactiens under this Act are recognised as Administered items.

Budget estimate 0 0

Cash payments made during the year 0 0

As the responsible portfolio agency, the Department has disclosed the above Special Appropriation.
Payments by the Commonwealth to EFIC against this special appropriation are made out of the
Consolidated Revenue Fund.

[ Financial Management and Accountability Act 1997 2005 2004
- section 28(2)

Outcome 2

3] 3

Furpose: for the repayment of passport and consular fees required or permitted by law.

All transactions under this Act are recognised as Administered items.

Budget estimate 500,000 0
Cash payments made during the year 407,743 338,437)
Financial Management and Accountability Act 1997 2005 3004
- section 39(9)
Qutcome 3
3] 3]

Purpose: for the investment of public money by the Australia-France Endowment Special Account,

All transactions under this Act are recognised as Administered items.

Budget estimate 1] 0

Cash payments made during the year 0 1|

The Department was advised by the Depariment of Finance and Administrafion that investment powers
were withdrawn in December 2003.
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Notes to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28C: Acquittal of Authority to Draw Cash from the Consolidated Revenue Fund - Special
Appropriations {Unlimited Amount) {continued)

Indus Basin Development Fund Agreement Act 1960 2005 2004
- section 3
Indus Basin Development Fund Supplemental Agreement Act 1965
- section 4
Qutcome 1
$1 $

Purpose: for the payment in respect of Australia’s contribution under the Agreement to the Indus Basin
Devefopment Fund.

All transactions under this Act are recognised as Administered items.

Budget estimate 0 0

Cash payments made during the year 0 0

As the responsible portfolio agency, the Depariment has disclosed the above Special Appropriations. The
Department will be seeking to repeal these special appropriations as no payments have been made
against them for several decades.

S NOIL1LD3Ss
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Notes to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28D: Special Accounts

Account Name

2005

2004/

Australia Abroad Council (Administered)

Legal Authority: Financial Management and Accountability Act 1997; 20

Purpose: for expenditure to promote Australia's image overseas by creating an awareness of Australian
commercial and industrial potential, scientific and technological achievements, cultural and sporting
activities and tourist opportunities. Co-ordinate, focus and develop the international activities of the

Australian public and private organisations.

Balance carried forward from previous year 0 4]
Appropriation Act (No. 1) 2004-05 0 0
Costs recovered from non-government sector
Goods - provision of goods to external entities 0 0
Services - rendering of services o external entities 0 8,026
Other receipts
Goods - provision of goods to related entities 0 1]
Services - rendering of services to related entities 0 0
GST credits (FMAA s304) 0 (36)
Available for payments 0 7,990
Payments made to suppliers 0 {7.990)
Balance carried to next year 0 (0)
Represented by:
Cash on call held in the OPA 0 0
Add: Recelvables - Net Ga 1 receivable from ATO 0 0
Total [] 0

Special account was abolished on 23 December 2003 in accordance with a determination by the Minister

for Finance and Administration.
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Notes to and forming part of the Financial Statements

Note 28: Appropriations {continued)

Mote 28D: Special Accounts {continued)

Account Name 2005, 2004}
$ $
Australia-China Council {(Administerad)
Legal Autharity: Financial Management and Accountability Act 1997; s20
Purpose: for expenditure subject to the approval of the Minister for Foreign Affairs: to promote within
Australia and China a greater awareness of each other's country; to enlarge contact and exchange
between Australia and China; and to provide a focus for information and a source of advice in relations
with China and the Chinese people.
Balance carried forward from previous year 10,652 17.689)
Appropriation Act {(No. 1) 2004-05 740,000 725,104}
Costs recovered from non-government sector
Goods - provision of goods to external entities 0 0
Services - rendering of services to externat entities 17,906 25,704]
Other receipts
(Goods - provision of goods to related entities 4] 0
Services - rendering of services to related entities 4] 0
GST credits (FMAA s30A) 53,970 29,264
Available for payments 822,528 797,761
Payments made to suppliers (804,684} {787,109}
Balance carried to next year 17,844 10,6562
Represented by:
Cash on call held in the OPA 12,076 4,771
Add; Receivables - Net GET receivable from ATO 5,768 5,881
Total 17,844/ 10,652
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Notas to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28D0: Special Accounts {continued)

Account Name

2005

2004

Australia-France Endowment {Administered)

Legal Authority: Financial Management and Accountability Act 1997; s20

range of fislds.

Purpose: for expenditure: to provide a long-term means of strengthening the cultural, academic,
scientific and technological links between France and Australia; and to improve knowledge and
understanding of Australia in France by enabling person to person contact and interchange in a wide

Balance carried forward from previous year 72,242 25,053
Appropriation Act (No. 1) 2004-05 53,000 36,000
Costs recovered from non-government sector
Goods - provision of goods to external entities 0 0
Services - rendering of services to external entities 0 26,342
Other receipts
Goods - provision of goods to related entities 0 0
Services - rendering of services to related entities 0 0
GST credits (FMAA s30A) 2,500 1]
Available for payments 127,742 87,395
Payments made to suppliers (62,916 {15,153)
Balance carried to next year 654,826 72,242
Represented by:
Cash on call held in the OPA 64,828 72,242,
| Add: Recelvables - Net GoT receivable from ATQO 0 0
Total 64,826 72,242,
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Notes to and forming part of the Financial Statements

Mote 28: Appropriations {continuad)

Note 28D: Special Accounts {continued)

Account Name 2005] 2004
$ | 3
Australia-India Council {Administered)
Legal Authority: Financial Management and Accountability Act 1987; s20
Purpose: for the expenditure of moneys provided by non-Commanwealth entities for purposes which are
intended to develop and promote ties between Australia and India in the educational, cultural, commercial
media and science and technology fields and to encourage the study of each other's culture and
language.
Balance carried forward from previous year 9,406 4,502
Appropriation Act {No. 1) 2004-05 740,000] 727,500
Cosis recovered from non-government sector
Goods - provision of goods to external entities [ 0
Services - rendering of services to external entities 10,604| 27,098
Other recaipts
Goods - provision of goods to related enfities [ 0
Services - rendering of services to retated entities 0 0
GST credits (FMAA s304) 45,086 45,075
Awvailable for payments 805,096 805,075
Payments made fo suppliers (716,087} {795,669)
Balance carried to next year 89,009 9,406
Represented by:
Cash on call held in the QPA 77,286 3,361
Add: Receivables - Net GST receivable from ATO 11,723 6,045
Total 89,000 9,406|
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Notes to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28D: Special Accounts {continued)

Account Name

2005

2004

Australia-Indonesia Institute {Administerad)

Legal Authority:  Financial Management and Accountability Act 1997; s20

Purpase: for expenditure: to promote within Australia and Indonesia a greater awareness of each other's
country; fo enlarge contact and exchange between Australia and Indonesia; and to provide a focus for
information and a source of advice in relations with Indenesia and the Indonesian people.

Balance carried forward from previous year 316,327 17,101
Appropriation Act (No. 1) 2004-05 740,000 785,104
Costs recovered from non-government sector

Goods - provision of goeds to external entities 0 0

Services - rendering of services to external entities 222,798 290,088
Other receipts

Goods - provision of goods to related entities 0 0

Services - rendering of services to related entities 0 0
GST credits (FMAA s30A) 75,343 12,524
Available for payments 1,354,468 1,104,817
Payments made to suppliers {1,140,919) (788.460)
Balance carried (o next year 213,549 316,327
Represented by:
Cash on call held in the OPA 233,555 317,543
Less: Payables - Net GST payable to ATO {20,006) {1.216)

Total 213,549 316,327|
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Notes to and forming part of the Financial Statements

MNote 28: Appropriations {continued)

Note 28D: Spacial Accounts (continued)

Account Name 2005 2004

Australia-Korea Foundation {Administered)

Legal Authority: Financial Management and Accountability Act 1997; 520

Purpose: for the expenditure of moneys provided by non-Commonwealth entities for purposes which are
intended to develop and promote ties between Australia and Kerea in the educational, cultural,
commercial media and science and technology fields and to encourage the study of each other's culture
and language.

[ Balance carried forward from previous year 15,584 13,440
Appropriation Act (No. 1} 2004-05 740,000 7265,104]
Costs recovered from non-government sector

Goods - provision of goods to external entities 1] 0
Services - rendering of services to external entities 13,823 10,593
Other receipts
Goods - provision of goods to related entities [ 0
Services - rendering of services to related entities [ 0
GST credits (FMAA s30A) 5,128 45,725
Available for payments 774,535 794,862
Payments made tc suppliers (747,077)] (779,278}
Balance carried to next year 27,458 15,584/
Represented by:
Cash on call held in the OPA 16,930 8,141
" Receivables - Net GET receivable from ATO 10,528] 7.443
Total 27,458| 15,584
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Notes to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28D: Special Accounts {continued)

Account Name

2005

2004,

$

Legal Autherity: Financial Management and Accountability Act 1897; s20

Official Administered F’ayment Account for Other Agencies Account (Administered)

Purpose: for payments made overseas by DFAT overseas posts on behalf of an Agency {within the
meaning of the Act), where those payments could be made from an appropriation available to the
Agency, and it is intended that DFAT will be reimbursed by the Agency for the payments.

Balance carried forward from previous year 5,000,000 4,754,198
Less: adjustment to opening balance 0
Adjusted balance carried forward from previous year 5,000,000 4,754,198
Appropriation Act {(No. 1) 2004-05 0 0
Costs recovered from non-government sector
(Goods - provision of goods to external entities 0 4]
Services - rendering of services to external entities 12,775,541 177,566,402
Other receipts
Goods - provision of goods to related entities 0 0
Services - rendering of services to related entities 0 0
GST credits (FMAA s30A) 0 0
Avaitable for payments 17,775,541 182,320,600
Payments made to suppliers (12,775,541)]  (177,320,600)
Balance carried fo noxt year 5,000,000 5,000,000
Reprosented by:
Cash on call held in the OPA 5,000,000 5,000,000
Add: Receivables - Net GET receivable from ATO 0 0
Total 5,000,000 5,000,000
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Notes to and forming part of the Financial Statements

Note 28: Appropriations (continued)

Note 28D: Special Accounts (continued}

Account Name 2005 2004
$ S
Overseas Eroparty Account (Departmental)
Legal Authority: Financial Management and Accountability Act 1997; s20
Purpose: for expenditure relating to the provision of accommodation for Australian officials posted
overseas and the acquisition, construction and maintenance of estates overseas.
Balance carried forward from previous vear 71,956,890 62,907,195
Appropriation Act {No. 1) 2004-05 0 0
Costs recovered from non-govemment sector
Goods - provision of goods to external entities 21,162,762 1,119,970
Services - rendering of services to external entities 4,398,448 6,494,130
Other receipts
Goods - provision of goods to related entities 0 0
Services - rendering of services to related entities 161,798,526 156,277,143
Interest amounts credited 0 1]
GST credits (FMAA s30A) 180,017 146,782
Available for payments 259,496,643 226,945,220
Payments made to suppliers (52,433,872 (51,678,790)
| Return of capital and dividends (42,661,741 (103,309,540)
Balance carried to next year 164,401,030 71,056,800
Represented by:
Cash 3,162,918 4,952,344
Add: Appropriation receivable - Cash at Finance 161,228,719 66,990,460
Add: Receivables - Net GS 1 receivable from ATO 9,383 14,086
Total 164,401,030 71,956,890
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Notes to and forming part of the Financial Statements

Note 28: Appropriations {continued}

Note 28D Special Accounts {continued}

Account Name 2005| 2004
$ $
Consular Services
Legal Authority: Financial Management and Accountability Act 1997; s20
Purpose: for expenditure on behalf of Australian citizens overseas in circumstances of urgency where
recourse to the intemational banking system is inappropriate.
Balance carried forward from previous year 50,636 20,123)
Costs recovered from non-government sector
Goods - provision of goods to external entities 0 0
Services - rendering of services to extamnal entities 176,103 276,971
Other receipts
Goods - provision of goods to related entities '] 0
Services - rendering of services to related entities 0 0]
GST credits (FMAA s30A) 59 sl
Avallable for payments 226,798 306,100
Payments made to suppliers (192,149) (255,464)
Balance carried to next year 34,649 50,636
Represented by:
Cash on call held in the OPA 34,649 50,636
Add: Receivables - Net GST receivable from ATO 0 0
Total 34,648 50,636]
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Note 28: Appropriations (continued)

Mote 280: Special Accounts (continued}

Account Name 2005 2004]
$ $
Other Trust Moneys - -Dapartment of I-=oreign Affairs and Trade
Legal Authorify: Financial Management and Accountability Act 1997; s20
Purpose: for the expenditure of moneys temporarily held in trust or otherwise for the benefit of a person
other than the Commaonwealth. _
Balance carried forward from previous year 1,038,612 631,142
Add: adjustment to opening balance 701,818 {14,791)
Adjusted balance carried forward from previous year 1,740,430 616,351
Costs recovered from non-government sector
Goods - provision of geods to externat entities [] 0
Services - rendering of services to external entities 434,558 457,662
Other receipts
Goeds - provision of goods to related entities 0 0
Services - rendering of services to related entities 0 0
GST credits {FMAA s304) 0 0
Available for payments 2,174,988 1,074,013,
Payments made to suppliers {1,839,068) (35,401)
Balance carried fo next year 335,920 1,038,612
Reprasented by:
Cash cn call held in the OPA 335,920 1,038,612
: Receivables - Net G5T receivable from ATO 0 1)
Total 335,920 1,038,612
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Notes to and forming part of the Financial Statements

Note 28: Appropriations {continued)

Note 28D: Special Accounts (continued}

Account Name 2005 2004
$ $
Services for other Governments & Non-Agency Bodies
Legal Authority: Financial Management and Accountability Act 1997; s20
Purpose: for expenditure in connection with services perfurmed on behalf of other Governments and
bodies that are not FMA agencies.
Balance carried forward from previous year 3,082,558 1,241,173]
Less: adjustment to opening balance (701,818) 14,791
Adjusted balance carried forward from previous year 2,380,740 1,255,963
Costs recovered from non-government sector
Goeds - provision of goods to external entities 0 0
Services - rendering of services to external entities 2,322,328 2,425,450/
Cther receipts
Goods - provision of goods to related entities 0 0
Services - rendering of serviges to related entities 0 0
GST credits (FMAA s304) 11,193 (110,098}
Available for payments 4,714,261 3,571,316
Payments made to suppliers {424,627 (488,758)
Balance carried to next yoar 4,289,634 3,082,558
Represented by:
Cash on call held in the OPA 4,288,546/ 3,082,246
Add: Receivables - Net GST receivable from ATO 88 312
Total 4,2_-|89,634 3,082,558)
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Notes to and forming part of the Financial Statements

2005 2004

Note 29: Specific Payment Disclosures
Administered

No 'Act of Grace' expenses were incurred during the reporting period.
{2004: No expenses incurred) Nil Nil

One waiver of amounts owing to the Commonwealth was made pursuant to
subsection 34{1) of the Financial Management and Accountability Act 1997 .
(2004: No waivers made) 32,389 Nil

Ninety two ex-gratia payments were provided for during the reporting period.
(2004: No payments made) 177,770 Nil

Five payments were made under the 'Defective Administration Scheme' during
the reporting period. (2004: 6 payments made} 1,281 10,917

Departmental

No payments were made under section 73 of the Public Service Act 1999
during the reporting period. {2004: No payments made} Nil Nil

S NOIL1LD3Ss
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