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Overview of the financial report 

Foreword 

This document contains the Consolidated Financial Report (CFR) of the Government of South 
Australia for the financial year ended 30 June 2008.  The CFR fulfils the government’s consolidated 
financial reporting requirements pursuant to generally accepted accounting principles (GAAP).  The 
report has been prepared in accordance with applicable Australian Accounting Standards Board 
Standards and Pronouncements, Treasurer’s Instructions and Accounting Policy Framework, and is 
consistent with Australian Accounting Standard (AAS) 31 Financial Reporting by Governments.  The 
CFR is only one component of the suite of publications that discharge the government’s financial 
accountability obligations.   

The government’s budget and fiscal targets are based on the Government Finance Statistics (GFS) 
framework promulgated by the Australian Bureau of Statistics.  Financial information on a GFS basis 
is presented in the annual budget, mid-year budget review and budget outcomes reports in accordance 
with the Uniform Presentation Framework (UPF) agreed by the Commonwealth and all state and 
territory governments. This UPF format is the primary reporting and accountability focus for the 
government. 

The Auditor-General has reviewed the CFR but has not provided a formal independent audit report, as 
there is no legislative requirement for the preparation, audit or presentation of a whole of government 
financial report.  However, the Auditor-General has made a number of observations on the report.  The 
Auditor-General’s comments are provided at the end of this document. 

While the CFR is presented for the government as a whole, Note 2 to the financial report shows the 
financial performance and the financial position of the three major sectors of government:  general 
government, public non-financial corporations and public financial corporations.  These sectors are 
consistent with the classifications used by the ABS.  

The consolidated financial result is not simply the sum of the results of the three sectors.  In arriving at 
a consolidated result, transactions between agencies are eliminated to present a consolidated picture of 
the financial relationship between the government in its entirety and the ‘rest of the world’. 
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Overview of the financial report 

Key points  

• The Government of South Australia and controlled entities (‘the government’) recorded a 
consolidated operating deficit of $1.229 billion for the financial year ended 30 June 2008. 

• The deficit of $1.229 billion, calculated on a GAAP reporting basis for the CFR, contrasts with the 
surplus of $464 million reported in the 2007-08 Final Budget Outcome as measured in the 
government’s preferred GFS/UPF reporting basis. This general government net operating surplus 
of $464 million excludes the significant fluctuations that result from revaluations of 
superannuation related assets and liabilities. 

• A superannuation expense, primarily due to a decline in the earnings rate on the state’s 
superannuation assets, was the significant contributor to the operating deficit in 2007-08. 
This decline in superannuation assets contributed approximately $1.2 billion to the state’s 
expenses. 

• Net assets of the government as at 30 June 2008 were $23.1 billion, comprising assets of 
$58.1 billion and liabilities of $35.0 billion. 

• The government’s balance sheet continues to reflect a strong financial position and is consistent 
with the state’s triple-A credit rating. 
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Overview of the financial report 

Financial performance  

An indication of the government’s financial performance during the year is reflected in the income 
statement, which records the operating result from ordinary activities for the government.  Table 1 
shows consolidated income statements for the last five years. 

Table 1   Income statements ($ million) 
2007-08 2006-07 2005-06 2004-05 2003-04

Incomes
Grants revenues 6 814 6 162 5 952 5 589 5 289
Taxation revenues 3 353 3 028 2 779 2 760 2 651
Goods and services 2 516 2 332 2 251 2 095 2 143
Investment revenues 1 757 2 997 2 396 1 737 1 757
Other incomes 3 595 1 932 1 749 2 031 1 918
Total revenues 18 035 16 451 15 127 14 212 13 758

Expenses
Employee benefits 7 678 4 800 4 567 6 710 6 057
Supplies and services 3 637 3 393 3 359 2 307 2 305
Grants and subsidies 1 906 1 691 1 627 1 661 1 466
Finance costs  721  674  645  688  737
Depreciation and amortisation  801  765  702  692  660
Other expenses 4 521 3 937 3 060 3 632 3 196
Total expenses 19 264 15 260 13 960 15 690 14 421
Surplus (–deficit) -1 229 1 191 1 167 -1 478 - 663

 
For the year ended 30 June 2008, the operating result was a deficit of $1.229 billion.  

Investment revenues are the most volatile revenue item reflecting variations in share market returns on 
the state’s superannuation assets. 

A significant item affecting each year’s employee benefits expense has been the upward and 
downward variation in expenses associated with the government’s unfunded superannuation liability.  
The superannuation expense for 2007-08 was $2.2 billion. This is in contrast to the previous two 
financial years negative expense amounts (-$292 million 2006-07 and -$276 million in 2005-06). 

In 2007-08, the large superannuation expense was primarily due to negative earnings on 
superannuation assets that were well below long term expected earnings rates (7.0% to -11.2%). The 
effect of lower earnings on superannuation expense was partly offset by the effect of a higher discount 
rate (from 6.3% to 6.5%) used to value the state’s unfunded superannuation liability compared with 
2006-07.  Due to these factors the unfunded superannuation liability increased by $1.393 billion. 
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Overview of the financial report 

Table 2 shows summary information in relation to superannuation for the last five years.  

Table 2   Superannuation summary 
Factor 2007-08 2006-07 2005-06 2004-05 2003-04

Long term earnings assumption on superannuation 
assets (%) 7.0 7.0 7.0 7.0 7
Actual return on superannuation assets (%) -11.2 19.5 19.2 15.0 17.3
Discount rate (%) 6.5 6.3 5.9 5.2 6
Impact on superannuation expense arising from 
change in discount rate ($b) -0.3 -0.6 -1.0 1.0 1.4
Superannuation expense ($b) 2.200 -0.292 -0.276 2.305 1.890
Movement in unfunded superannuation 
liability ($b) 1.393 -1.071 -1.081 1.559 1.223

.0

.0
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Overview of the financial report 

Financial position 

The balance sheet provides an indication, at a point in time, of the nature and value of assets controlled 
by the government, together with the liabilities incurred.  Table 3 shows consolidated balance sheets 
for the last five financial years. 

Table 3 Balance Sheets ($ million) 
as at June 30 2008 2007 2006 2005 2004

Assets
Cash and investments 6 657 6 999 6 099 6 154 6 643
Superannuation investment assets 14 200 13 146 10 326 7 934 6 635
Land and improvements 17 069 15 767 15 143 13 608 11 428
Plant, equipment and infrastructure assets 15 066 14 118 13 284 12 737 12 321
Receivables  791  723  719  717  725
Other assets 4 271 4 041 3 258 2 900 2 656
Total assets 58 054 54 794 48 829 44 050 40 408

Liabilities
Payables and other interest-bearing liabilities 6 506 7 291 6 665 7 277 7 418
Employee benefits 1 722 1 562 1 486 1 387 1 595
Funded superannuation liabilities 14 161 12 809 10 290 7 901 6 599
Unfunded superannuation liabilities 6 468 5 075 6 146 7 227 5 668
Provisions (other than employee benefits) 4 919 4 559 4 066 3 706 3 040
Other liabilities 1 192 1 247 1 033  919 1 033
Total liabilities 34 968 32 543 29 686 28 417 25 353

Net Assets 23 086 22 251 19 143 15 633 15 055

 
In 2007-08 the government’s net assets increased by $0.8 billion, from $22.3 billion at 30 June 2007 to 
$23.1 billion at 30 June 2008. 

Assets increased in value by $3.3 billion during 2007-08.  Higher asset values are largely the result of 
upward revaluations to non-current assets ($2.1 billion) and increased holdings of superannuation 
investment assets ($1.1 billion).  The growth in non-current assets was mainly attributable to net 
revaluations of land and improvements ($1.4 billion), reflecting growth in residential and other 
property values, and revaluations of other plant, equipment and infrastructure assets ($0.7 billion). 

Increases in asset holdings were partly offset by the overall increase in the government’s liabilities 
($2.4 billion).  An increase in superannuation liabilities was the primary contributor to this increase. 
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Consolidated Income Statement for the year ended 30 June 2008 

Income Statement 

Note 2008 2007
$m $m

Incomes
Taxation revenues 3 3 353 3 028
Grants revenues 4 6 814 6 162
Charges for goods and services 5 2 516 2 332
Regulatory fees / levies 6 1 387 1 198
Investment revenues 7 1 757 2 997
Net gain from disposal of non–current assets 8  54  34
Fair values of assets and services received free of charge or for nominal 
consideration

9  76  76

Fines and penalties  102  80
Other revenues 10 1 976  544
Total income 18 035 16 451

Expenses
Employee benefits costs 11 7 678 4 800
Depreciation and amortisation 12  801  765
Supplies and services 13 3 637 3 393
Finance costs 14  721  674
Grants and subsidies 15 1 906 1 691
Other expenses 16 4 521 3 937
Total expenses 19 264 15 260

Net Surplus (–Deficit) -1 229 1 191

(a) This Consolidated Income Statement should be read in conjunction with the accompanying notes. 
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Consolidated Balance Sheet for the year ended 30 June 2008 

Balance Sheet 

2008 2007
$m $m

Current assets
Cash and cash equivalents 36(a)  457  444
Receivables 17  668  642
Other financial assets 18 2 569 3 011
Inventories 19  264  186
Other current assets  7  7

3 965 4 290
Non-current assets classified as held for sale 20  44  55
Total current assets 4 009 4 345

Non-current assets
Receivables 17  123  81
Other financial assets 18 19 140 17 911
Inventories 19  103  99
Investment properties 21  292  290
Land and improvements 22 17 069 15 767
Plant, equipment and infrastructure 23 15 066 14 118
Heritage assets 24  857  841
Biological assets 25  617  616
Intangible assets 26  113  91
Interest in joint venture 27  665  635
Total non-current assets 54 045 50 449
Total assets 58 054 54 794

Current liabilities
Payables 28  844  817
Interest-bearing liabilities 29 1 014 2 223
Employee benefits 30  698  595
Unfunded superannuation 31  291  235
Deposits with Funds SA 32 14 161 12 809
Provisions (other than employee benefits) 33 1 166  961
Other current liabilities 34  418  452
Total current liabilities 18 592 18 092

Non-current liabilities
Payables 28  59  98
Interest-bearing liabilities 29 4 589 4 153
Employee benefits 30 1 024  967
Unfunded superannuation 31 6 177 4 840
Provisions (other than employee benefits) 33 3 753 3 598
Other non–current liabilities 34  774  795
Total non–current liabilities 16 376 14 451
Total liabilities 34 968 32 543

Net assets 23 086 22 251

Note
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Consolidated Balance Sheet for the year ended 30 June 2008 

Balance Sheet (continued) 

2008 2007
$m $m

Equity
Retained earnings 5 290 5 407
Asset revaluation reserve 17 094 16 167
Other reserves  702  677
Total equity 23 086 22 251

Commitments for expenditure 37 – 39
Contingent assets and liabilities 40

Note

This Consolidated Balance Sheet should be read in conjunction with the accompanying notes. 
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Consolidated Statement of Changes in Equity for the year ended 30 June 2008 

Statement of Changes in Equity 

Asset 
Revaluation 

Reserve

Other 
Reserves

Retained 
Earnings

Total

 $ m $ m  $ m $ m

Balance at 30 June 2006 15 390  679 3 096 19 165
Changes in accounting policy — —  16  16
Error correction — — - 38 - 38
Restated balance at 30 June 2006 15 390  679 3 074 19 143
Gain on revaluation of property, plant and equipment 
during 2006–07 1 115 — — 1 115

Transfers to / from reserves during 2006–07 - 442  30  412 —
Net income / expense recognised directly in equity for 
2006–07

 673  30  412 1 115

Net surplus for 2006–07 — — 1 191 1 191
Total recognised income and expenses for 2006–07  673  30 1 603 2 306

Balance at 30 June 2007 16 063  709 4 677 21 449
Error correction current year  104 - 33  730  801
Restated balance at 30 June 2007 16 167  676 5 407 22 250
Gain on revaluation of property, plant and equipment 
during 2007–08 2 063 — — 2 063

Transfers to / from reserves during 2007–08 -1 136  26 1 110 —
Net income / expense recognised directly in equity for 
2007–08  927  26 1 110 2 063

Net surplus for 2007–08 — — -1 229 -1 229
Total recognised income and expenses for 2007–08  927  26 - 119  834

Rounding  2  2
Balance at 30 June 2008 17 094  702 5 290 23 086

All changes in equity are attributable to the Government of South Australia as owner. 
This Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying notes.  
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Consolidated Cash Flow Statement for the year ended 30 June 2008 

Cash Flow Statement 

Note 2008 2007
inflows inflows

(-outflows) (-outflows)
$m $m

CASH FLOWS FROM OPERATING ACTIVITIES
Cash inflows (receipts):
Taxation 3 339 3 005
Grants and subsidies 6 808 6 185
Charges for goods and services 2 101 2 327
GST reimbursed  256  379
Gambling product receipts  367  349
Royalties  143  145
Fines and penalties  102  80
Regulatory fees  346  224
Other receipts  197  346
Cash generated from operating activities 13 659 13 040

Cash outflows (payments):
Employee benefits payments -6 080 -5 714
Supplies and services -3 471 -3 299
Finance costs - 169 - 118
Grants and subsidies paid -1 906 -1 689
GST payments - 163 - 263
Gambling prizes and dividends - 221 - 268
Other payments - 214 —
Cash used in operating activities -12 224 -11 351
Net Cash Inflows from Operating Activities 36(c) 1 435 1 689

CASH FLOWS FROM INVESTING ACTIVITIES
Cash inflows (proceeds):
Sale of property, plant and equipment  344  287
Sale of investment securities  11  16
Net loans repaid —  186
Maturing term deposits  2 —
Cash generated from investing activities  357  489

Cash outflows (payments):
Property, plant and equipment -1 269 -1 057
Investment securities - 112 - 34
Net loans repaid - 122 —
Australian dollar deposits — - 2
Cash used in investing activities -1 503 -1 093
Net Cash Outflows from Investing Activities -1 146 - 604
 

 
 
 
 

 
15



Consolidated Cash Flow Statement for the year ended 30 June 2008 

Cash Flow Statement (continued) 

Note 2008 2007
inflows inflows

(-outflows) (-outflows)
$m $m

CASH FLOWS FROM FINANCING ACTIVITIES
Net proceeds from deposits - 359 - 470
Net decrease in borrowings  60 - 568
Net payment of dividends  6 —
Finance lease principal repayments - 4 - 4
Net inflows (–outflows) from financing activities - 297 -1 042

Cash flows by Government, excluding Public Financial Corporations 
sector - 8  43

NET CASH (–OUTFLOWS) FROM PUBLIC FINANCIAL CORPORATIONS 36(d)  21 - 216

NET (–DECREASE) IN CASH  13 - 173
Cash at the beginning of the financial year  444  617
CASH AT THE END OF THE FINANCIAL YEAR 36(a)  457  444

This Consolidated Cash Flow Statement should be read in conjunction with the accompanying notes. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

1. Significant accounting policies 

To help in the understanding of the financial information presented in this report, the following notes 
set out significant accounting policies adopted in this report. 

(a) Accounting Standards 

This general purpose financial report has been prepared in accordance with applicable Australian 
Accounting Standards; in particular with Australian Accounting Standard AAS 31 Financial 
Reporting by Government; Treasurer’s Instructions and Accounting Policy Statements issued pursuant 
to the Public Finance and Audit Act 1987. 

Statement of Compliance  

Australian Accounting Standards include Australian equivalents to International Financial Reporting 
Standards and AAS 31.  

Australian Accounting Standards and Interpretations that have recently been issued or amended but 
are not yet effective, have not been adopted for the reporting period ending 30 June 2008.  The impact 
of the new and amended standards and interpretations have been assessed and considered to have no 
material impact on the accounting policies or the consolidated statements. 

The preparation of the consolidated statements requires the use of certain accounting estimates and 
requires judgement to be exercised in the process of applying accounting policies. The areas involving 
a higher degree of judgement or where assumptions and estimates are significant to the consolidated 
statements are outlined in the applicable notes. 

The harmonisation of Generally Accepted Accounting Principles and Government Finance Statistics 
(AASB 1049 Whole of Government and General Government Sector Financial Reporting) will result 
in changes to reporting requirements that will impact on the future presentation of financial 
information. 

(b) Basis of accounting 

The consolidated statements have been prepared for the reporting (financial) period for the 12 months 
from 1 July 2007 to 30 June 2008.  Except where otherwise stated, the report has been prepared using 
the full accrual basis of accounting, which recognises the effect of transactions and events when they 
occur, rather than recognising the effects of transactions and events when cash is received or paid. 

(c) The Government economic entity 

In accordance with Australian Accounting Standard AASB 127 Consolidated and Separate Financial 
Statements, these consolidated financial statements include the values of all material assets, liabilities, 
equities, revenues and expenses controlled by the Government of South Australia. 

Every effort has been made to include all State controlled agencies, regardless of the materiality of the 
size of their financial transactions and/or resources managed in this consolidated financial report.  
Where control of an entity is obtained during the financial year, its results are included in the Income 
Statement from the date control commences.  Where control of an entity ceases during a financial 
year, its results are included for that part of the year during which control existed. 

The government economic entity includes government departments, non-financial corporations, 
financial corporations and other government-controlled entities.  These entities are set out at Note 42. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

The government economic entity excludes local government bodies; universities; most marketing and 
professional regulatory authorities; the Legislature; and associations/financial institutions incorporated 
under State statute but not controlled by the government.  In the process of reporting the Government 
of South Australia as a single economic entity, all material inter–entity and intra–entity transactions 
and balances have been eliminated to the extent practicable. 

(d) Comparatives 

Where applicable, comparatives have been restated to agree with changes in presentation in the 
financial statement for the current reporting period.  Otherwise, presentation and classification of 
items in the consolidated financial report are consistent with prior periods. 

(e) Sectors 

Assets, liabilities, revenues and expenses that are reliably attributable to each broad sector of activities 
of the government are set out below.  The sectors of government have been determined in accordance 
with the Government Financial Statistics (GFS) framework, promulgated by the Australian Bureau of 
Statistics, as follows: 

• General government (GG) sector comprises all government departments, offices and other bodies 
engaged in providing services free of charge or at prices significantly below their cost of 
production. General government services include those that are mainly non-market in nature; those 
that are largely for collective consumption by the community; and those that involve the transfer 
or redistribution of income.  These services are financed mainly through taxes, other compulsory 
levies and user charges. 

• Public non-financial corporations (PNFC) sector comprises bodies mainly engaged in the 
production of goods and services (of a non-financial nature) for sale in the market place at prices 
that aim to recover all, or most of, the costs involved. In general they are legally distinguishable 
from the government that owns them. 

• Public financial corporations (PFC) sector comprises bodies primarily engaged in providing 
financial intermediation services or auxiliary financial services.  They are able to incur financial 
liabilities on their own account (eg, taking deposits, issuing securities or providing insurance 
services), and to acquire financial assets in the market on their own account.  They can also 
perform central borrowing functions. 

(f) Basis of measurement 

The financial report adopts the following basis of measurement: 

Non-current assets, including heritage assets, with a cost of acquisition greater than $1 million and a 
useful life of more than three years, are revalued using the fair value concept, in accordance with the 
Accounting Policy Framework (APF) III Asset Accounting Framework.  Fair value is measured having 
regard to the assets highest and best use, and usually results in assets being valued at the current cost 
of replacing the future economic benefits that can be expected to be obtained from the remaining 
useful lives of the assets.  Land under roads has not yet been recognised in accordance with the 
transitional provisions of AAS 31, but is considered within the application of APF III.  Non-current 
assets with an acquisition cost of less than $10 000 may be written off in the reporting period in which 
they are acquired, in accordance with APF III.  

Timber growing on commercial plantations and surplus assets are valued at fair value (net market 
value). 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

Equity investments in entities that are not controlled are valued at either cost or market value.  
Changes in the value of investments marked to market are recognised in the Income Statement. 

Superannuation liabilities; insurance liabilities; long service leave calculations; liabilities for 
outstanding workers compensation claims and motor accident liabilities are based on actuarial 
assumptions. 

Interest bearing financial assets and financial liabilities are valued at either cost or market value.  
Changes in the value of investment assets marked-to-market are recognised as investment revenues in 
the Income Statement.  Changes in the value of liabilities marked-to-market are recognised as finance 
costs in the Income Statement. 

Assets acquired at no cost, or for nominal consideration, are initially recognised at their fair value at 
the date of acquisition.  The fair value of cash consideration with deferred settlement terms is 
determined by discounting any amounts payable in the future to their present value as at the date of 
acquisition.  Present values are calculated using rates applicable to similar borrowing arrangements of 
the economic entity. 

Purchased goodwill represents the excess of costs of acquisition over the fair value of the State's share 
of the net identifiable assets of the acquired subsidiary at the date of acquisition.  Internally generated 
intangible assets are only revalued where an active market exists for the asset in question, otherwise 
they are measured at cost. 

Most remaining assets have been valued at their written down historical cost. 

Market / fair value is the amount for which an asset could be exchanged between a knowledgeable, 
willing buyer and a knowledgeable, willing seller in an arm’s length transaction. 

Net market value in relation to an asset means the market value after deducting costs expected to be 
incurred were the asset to be exchanged. 

Current cost of an asset means the lowest cost at which the gross service potential of that asset could 
currently be obtained in the normal course of operations. 

Unless otherwise stated, the accounting policies adopted for the reporting period are consistent with 
those of the previous reporting period.  In accordance with AASB 101 and AASB 108 Accounting 
Policies, Changes in Accounting Estimates and Errors, changes to accounting policies are applied 
retrospectively unless specific transitional provisions apply. 

(g) Financial risk management 

The government has significant non-interest bearing assets (cash on hand and at call, and receivables) 
and liabilities (payables); and interest bearing assets (held to maturity investments) and liabilities 
(external borrowings).  The government’s activities expose it to a variety of financial risks, market risk 
(including foreign currency risk, interest rate risk and price risk), credit risk, liquidity risk and cash 
flow interest rate risk.  The government has policies and procedures in place to ensure that transactions 
occur with customers with appropriate credit history. 

The government’s overall risk management program focuses on the unpredictability of financial 
markets and seeks to minimise potential adverse effects.  The government uses certain derivative 
instruments such as forward exchange contracts and cross currency swaps to hedge risk exposures.  
Overall exposure to market risk and cash flow risk is minimised, and there are no significant 
concentrations of credit risk. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

(h) Income recognition 

All revenues, including capital grants, are included in the Income Statement with the exception of 
revaluation increments subject to the provisions of AASB 116 Property, Plant and Equipment, which 
are recorded by directly crediting an asset revaluation reserve (unless they are reversing a previous 
decrement). 

Grant funding received is recorded as revenue at the time control over the asset passes to government.  
A material economic dependence, of approximately 38 per cent of the government’s revenue base, 
exists in terms of the receipt of grants funded by the Commonwealth (37 per cent in 2006–07).  These 
grants represent the government’s share of GST, which is distributed in accordance with the Principle 
of Fiscal Equalisation applied by the Commonwealth Grants Commission.  Further disclosures about 
grant revenues are outlined in Note 4. 

Revenues resulting from sale of / charges for goods and services, and fines and regulatory fees, are, 
where possible, recognised when the transaction or event giving rise to the revenues occurs.  

State taxation revenue is recognised by the responsible agency upon the receipt of cash associated with 
either an account as rendered, or with a taxpayer’s self-assessment.  Major types of taxation revenues 
are: 

• payroll tax • water catchment levy 

• stamp duties • land tax 

• gambling • emergency services levy 

• motor vehicle registration • River Murray levy 

(i) Taxation  

The government is exempt from Commonwealth taxation except for Fringe Benefits Tax (FBT) and 
Goods and Services Tax (GST). 

Revenues, expenses and assets are recognised net of GST, except where the amount of GST incurred 
is not recoverable from the Australian Taxation Office (ATO).  In these circumstances the GST is 
recognised as part of an asset’s acquisition cost or as part of an expense item. 

Receivables and payables are stated with the amount of GST included. The amounts of GST 
receivable from, or payable to, the ATO are included as a current asset or liability in the Balance 
Sheet. 

Cash flows are included in the Cash Flow Statement on a gross basis. The GST components of cash 
flows arising from investing and financing activities which are recoverable from, or payable to, the 
ATO are classified as operating cash flows. 

Payments for FBT are included as employee benefit costs (refer Note 11). 

Consistent with discussions in Note 1(c), relevant taxes as listed in Note 1(h) paid by state government 
controlled entities to other government agencies are eliminated upon consolidation from the financial 
statements presented here. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

(j) Depreciation and amortisation of non-current assets 

All non-current assets, having a limited useful life, are systematically depreciated/amortised over their 
useful lives in a manner that reflects the consumption of their service potential on a straight-line basis.  
In accordance with APF III, estimates of remaining useful lives are reassessed on a regular basis for all 
relevant assets. 

Heritage assets are anticipated to have very long and indeterminate useful lives.  Their service 
potential is not, in any material sense, consumed during the reporting period.  As such, very little 
accumulated amortisation has been recognised in respect of these assets. 

Assets acquired under finance lease are amortised over the period during which the government is 
expected to benefit from use of the leased assets. 

Assets that would not be replaced; and are valued at either net market value or the net present value of 
expected cash flows; and which are revalued at each reporting date, are not generally depreciated. 

Assets under construction (work-in-progress) are not depreciated until they reach service delivery 
capacity. 

Intangible assets such as goodwill are amortised and assessed for impairment at each reporting date. 

The following are estimated useful lives for the different asset classes: 

Asset class Useful life 

• Land Not depreciated 

• Fixed buildings 1–140 years 

• Mobile buildings 1–60 years 

• Leasehold improvements 1–40 years (life of lease)

• Plant and equipment 1–100 years 

• Vehicles 1–87 years 

• Water, sewerage and drainage 1–170 years 

• Road network 1–242 years 

• Rail and bus tracks 1–155 years 

• Heritage assets Indeterminate 

• Intangible assets 1–45 years 
 

(k) Impairment 

At each reporting date, an assessment is undertaken as to whether there are any indications that a 
physical or intangible asset is impaired.  If an asset is determined to be impaired, the recoverable 
amount of the impaired asset is determined as the higher of the asset's fair value less costs to sell and 
either depreciated replacement cost or value in use.  Value in use is based on discounted cash flows 
using a risk-adjusted discount rate.  APF III precludes South Australian Public Sector agencies from 
using the discounted cash flow valuation method unless otherwise approved by the Treasurer.  

For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are 
separately identifiable cash flows that are largely independent of the cash flows from other assets or 
groups of assets (cash-generating units).  
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Notes to and forming part of the financial report for the year ended 30 June 2008 

Non-financial assets (other than goodwill) that suffered an impairment are reviewed for possible 
reversal of the impairment at each reporting date. 

(l) Receivables, accounts payable and provisions for doubtful debts 

Trade accounts receivable are carried at amounts due. 

When there is objective evidence, provisions are raised for any doubtful debts based on review of all 
outstanding amounts at balance date.  Bad debts are written off in the period in which they are 
identified. 

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

(m) Employee benefits 

Employee benefits (including wages, salaries, annual leave, long-service leave, sick leave, fringe 
benefits, and superannuation benefits) reflect those benefits accrued as a result of services provided by 
employees up to the reporting date. 

In accordance with Australian Accounting Standard AASB 119 Employee Benefits, employee benefits 
expected to be settled within twelve months of the reporting date are measured at the nominal amounts 
expected to be paid on settlement.  Employee benefits not expected to be settled within twelve months 
of the reporting date are measured at the present value of the future cash-flows.  

AASB 119 provides that it is acceptable practice to estimate the present value of future cash outflows 
by using a short-hand measurement technique.  In accordance with APF IV Financial Asset and 
Liability Framework, the Department of Treasury and Finance has undertaken an actuarial assessment 
based on a significant sample of employees throughout the South Australian public sector to estimate 
long service leave liability based on net present value.  This has provided applicable agency 
benchmarks, that can be used as a short-cut estimation of the long service leave liability. 

In measuring the liability for non-vesting sick leave at reporting date, only that component of the 
accumulated benefits that are expected to result in payments to employees are recognised. 

Deficits in defined benefit superannuation plans are recognised as liabilities in the Balance Sheet.  The 
deficits are measured as the excess of the present value of employees’ accrued benefits resulting from 
service up to the reporting date over the net market value of the plans’ assets as at the reporting date.  
Details of superannuation arrangements between employees, the government and its controlled entities 
are set out in Note 31. 

(n) Leases 

The government’s rights and obligations under finance leases, which are leases that effectively transfer 
to the government substantially all of the risks and benefits incidental to ownership of the leased 
items, are initially recognised as assets and liabilities equal in amount to the present value of the 
minimum lease payments.  The assets are disclosed as plant and equipment under lease, and are 
amortised over the period during which the government is expected to benefit from use of the leased 
assets.  Minimum lease payments are allocated between finance cost expense and reduction of the 
lease liability, according to the interest rate implicit in the lease. 

Lease liabilities are classified into current and non-current categories.  The principal component of 
lease payments due on or before the end of the succeeding year is disclosed as a current liability, and 
the remainder of the lease liability is disclosed as a non-current liability. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

In respect of operating leases, where the lessor effectively retains substantially all of the risks and 
benefits incidental to ownership of the leased items, lease payments are charged to expense over the 
lease term.  

In respect of lease incentives, all incentives for the agreement of new or renewed operating leases are 
recognised as an integral part of the net consideration agreed for the use of the leased asset.  Incentives 
received to enter into operating leases are recognised as a liability. 

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

Lease incentives in the form of lease hold improvements are capitalised as an asset and depreciated 
over the remaining term of the lease or estimated useful life of the improvement, whichever is shorter. 

(o) Inventories 

Inventories (other than those held for distribution) are carried at the lower of cost and net realisable 
value under AASB 102 Inventories.  For most agencies, cost is determined on either a first-in-first-out 
or average cost basis and includes expenditure incurred in acquiring the inventories and bringing them 
to their existing condition and location, except for training costs which are expensed as incurred.  
Where inventories are acquired for no or nominal consideration, the cost is the current replacement 
cost as at the date of acquisition.   

Inventories held for distribution are those inventories that the government distributes for no or nominal 
consideration.  These are measured at the lower of cost and current replacement cost.  Land held for 
resale is stated at the lower of cost and net realisable value.   Cost is assigned by specific identification 
and includes the cost of acquisition and development. 

(p) Non-current assets classified as held for sale 

All non-current assets classified as held for sale are reported as current assets on the Balance Sheet.  
In accordance with AASB 5 Non-current Assets Held for Sale and Discontinuing Operations, 
non-current assets held for sale are measured at the lower of carrying amount and fair value less costs 
to sell and have not been depreciated or amortised. 

(q) Investment properties 

All investment properties are reported as non-current assets on the Balance Sheet.  In accordance with 
AASB 140 Investment Property, properties held to earn rental income or for capital gains purposes are 
classified as investment properties.  Such properties are valued at fair value.  Changes in fair value are 
recognised in the Income Statement and no depreciation expense or asset impairment is recognised. 

(r) Intangible assets 

An intangible asset is an indefinable non-monetary asset without physical substance.  All intangible 
assets are reported as non-current assets on the Balance Sheet.  Intangible assets are measured at cost.  
Accounting for intangibles, including recognition and write-down criteria, is consistent with APF III 
and AASB 138 Intangible Assets. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

(s) Financial instruments 

Under AASB 139 Financial Instruments: Recognition and Measurement financial assets are to be 
classified and measured as follows: 

• designated at fair value through profit or loss;  

• held to maturity - measured at amortised cost; 

• loans and receivables - measured at amortised cost; or 

• available-for-sale - measured at fair value with unrealised gains/losses recognised directly in 
equity except for impairment losses and foreign exchange gains/losses. 

Under AASB 139, financial liabilities are to be classified and measured as follows: 

• designated at fair value through profit or loss; or 

• other financial liabilities - measured at amortised cost. 

Financial assets at fair value through profit or loss 

Financial assets, which include marketable debt securities, non-marketable debt securities, and 
Australian dollar term deposits are valued at fair value at balance date.  Unrealised gains and losses are 
brought to account in the Income Statement.  Financial assets held by the State include: money market 
deposits; discount securities; Commonwealth and State securities; floating rate notes; medium term 
notes; fixed interest deposits; letters of credit; and investments managed by the South Australian 
Government Financing Authority (SAFA). 

Financial liabilities at fair value through profit or loss 

Financial liabilities, which include deposits and interest bearing liabilities are valued at fair value at 
balance date.  Unrealised gains and losses are brought to account in the Income Statement.  Interest 
bearing liabilities held by the government include: Treasury notes; Australian bonds; credit foncier 
loans; commercial paper; overseas bonds; and medium term notes principally raised by SAFA.  In 
relation to deposits, income derived from their investment accrues to depositors daily.  The amount 
reported in the Balance Sheet represents the market value of deposits held at balance date.   

Other financial assets and financial liabilities held at amortised cost 

Other financial assets are initially measured at fair value plus transaction costs.  Other financial assets 
consist of non-derivative financial assets with fixed or determinable payments, which are not 
subsequently valued at fair value either because they are not quoted in an active market or they are 
intended to be held to maturity.  These financial assets are measured at amortised cost using the 
effective interest method. Changes are accounted for in the Income Statement when impaired, 
derecognised or through an amortisation process. 

Derivative financial instruments  

Derivative financial instruments are employed, primarily by the public financial corporations sector 
agencies, in fund raising, debt management and to provide efficient entry to or exit from markets or as 
a cost efficient substitute for the actual acquisition of securities.  They are used to convert funding 
costs (eg, from fixed to floating interest costs or floating to fixed); facilitate diversification of funding 
sources; to reconfigure interest rate risk profiles; and to manage foreign currency exposures. 
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Currency swaps are recorded in the Balance Sheet on a gross basis and translated at the exchange rate 
applying at balance date.  Resulting exchange rate differences are recognised in the Income Statement. 

Interest rate swaps are accounted for on a market value basis with interest receipts and interest 
payments accrued on a gross basis in the Balance Sheet. 

Financial futures and exchange traded interest rate option contracts are marked-to-market daily and the 
resultant change in value is recognised directly in the Income Statement.  Forward rate agreements 
gains or losses are recognised directly in the Income Statement.  Forward foreign exchange contracts 
are accounted for as outlined in Note 1(t). 

Further disclosures about financial instruments are outlined in Note 35. 

(t) Foreign currency 

Transactions 

Foreign currency transactions are translated to Australian currency at the rate of exchange ruling at the 
dates of the transactions.  Amounts receivable and payable in foreign currencies at balance date are 
translated at the rates of exchange ruling on that date. 

Exchange differences relating to amounts payable and receivable in foreign currencies are brought to 
account as exchange gains or losses in the Income Statement in the financial year in which the 
exchange rates change. 

Hedges 

All hedge transactions are initially recorded at the spot rate at the date of the transaction.  Gains or 
losses arising at the time of entering into a hedge, other than to hedge the purchase of goods and 
services, are expensed or recognised as revenue, as the case may be at that time.  Hedges, other than to 
hedge the purchase of goods and services, outstanding at balance date are translated at the rates of 
exchange ruling on that date and any exchange differences are brought to account in the Income 
Statement. 

Where hedge transactions are designed to hedge the purchase of goods and services, exchange 
differences arising up to date of purchase or sale, together with any gains or losses arising at the time 
of entering into the hedge, are deferred and included in the measurement of the purchase or sale.  Any 
exchange differences on the hedge transaction after that date are included in the Income Statement. 

(u) Commitments 

Commitments include operating, capital and other outsourcing commitments and contracts arising 
from non-cancellable contractual or statutory sources.  These commitments are stated at their nominal 
value.  Details of such commitments are reported in Notes 37 to 39. 

(v) Contingent assets and liabilities 

In accordance with Australian Accounting Standard AASB 137 Provisions, Contingent Liabilities and 
Contingent Assets, contingent assets and liabilities are not recognised in the Balance Sheet, but are 
disclosed by way of note and, if quantifiable, are measured at nominal value.  Further disclosures are 
outlined in Note 40. 
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(w) GAAP / GFS convergence and International Harmonisation 

The Australian Accounting Standards Board (AASB) has issued Australian equivalent International 
Financial Reporting Standards (AIFRS) for application to reporting periods beginning on or after 
1 January 2005.  Also, the AASB has, as a priority for the public sector, a commitment to converge 
Accounting Standards prepared using generally accepted accounting principles (GAAP) with 
Government Finance Statistics reporting (GFS).  

The AASB’s priorities are in response to the Financial Reporting Council’s (FRC) strategic direction 
for the AASB to address concerns about the current lack of uniformity in the presentation of 
government consolidated financial reports in Australia.  Some Australian jurisdictions highlight their 
financial results under GAAP, whilst others highlight their results under the GFS basis.  In South 
Australia, focus is placed on the GFS presentation.  The intent of the convergence project is to achieve 
an Australian Accounting Standard that would result in a single set of auditable government 
consolidated reports comparable between all jurisdictions, consistent with government budget 
presentations and that would include key features of the GFS framework in Australian GAAP.  As part 
of the first phase of the GAAP/GFS convergence project, in September 2006 the AASB released 
AASB 1049 Financial Reporting of General Government Sectors by Governments.  This standard 
applies to annual reporting periods beginning on or after 1 July 2008. 

(x) Rounding 

All amounts in the financial report have been rounded to the nearest million dollars unless otherwise 
indicated. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

2. Disaggregated information 

For the purpose of this disclosure, effects of transactions and balances between sectors have not been 
eliminated but those between entities within each sector have been eliminated.  The financial impact of 
inter – sector transactions and balances is disclosed below, under the heading of Consolidated 
Eliminations. 

Financial data by sector for the Income Statement ($ million) 
Sector of Government

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
INCOME
Taxation revenues 3 761 3 433 — — — — - 408 - 405 3 353 3 028
Income tax equivalent  148  167 — — — — - 148 - 167 — —
Grants revenues 6 815 6 165  574  467  8  47 - 583 - 517 6 814 6 162
Charges for goods and services  823  858 1 692 1 455  2  19 - 1 — 2 516 2 332
Regulatory fees / levies  383  255  1 — 1 013  951 - 10 - 8 1 387 1 198
Investment revenues  484  484  50  44 2 039 3 213 - 816 - 744 1 757 2 997
Net gain from disposal of 
non–current assets  17  8  38  31 — — - 1 - 5  54  34

Fair values of assets received free 
of charge or for nominal 
consideration

 14  18  62  59 — — — - 1  76  76

Fines and penalties  102  80 — — — — — —  102  80
Other revenues  989  363  243  70  900  165 - 156 - 54 1 976 544
Total Income 13 536 11 831 2 660 2 126 3 962 4 395 -2 123 -1 901 18 035 16 451

EXPENSES
Employee benefits costs 7 431 4 573  224  205  42  38 - 19 - 16 7 678 4 800
Depreciation and amortisation  527  499  273  257  2  9 - 1 —  801  765
Supplies and services 2 994 2 844  744  713  207  117 - 308 - 281 3 637 3 393
Finance costs  218  204  162  130  879  800 - 538 - 460  721  674
Grants and subsidies 2 444 2 157  55  46  1  2 - 594 - 514 1 906 1 691
Income tax equivalent expense — —  148  136  2  29 - 150 - 165 — —
Other expenses  440  351  598  497 3 855 3 325 - 372 - 236 4 521 3 937
Total Expenses 14 054 10 628 2 204 1 984 4 988 4 320 -1 982 -1 672 19 264 15 260
Net Surplus / (-Deficit) - 518 1 203  456  142 -1 026  75 - 141 - 229 -1 229 1 191

Consolidated 
Whole-of-

Corporations Corporations Government

General 
Government

Public Non-
Financial 

Public 
Financial

Consolidated 
Eliminations
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Financial data by sector for the balance sheet ($ million) 
Sector of Government

2008 2007 2008 2007 2008 2007 2008 2007 2008 2007
ASSETS
Current assets
Cash and cash equivalents 2 698 2 317 442 354 227 180 -2 910 -2 407  457 444
Receivables  496  452 166 156 211 196 - 205 - 162  668 642
Other financial assets  147  124 10 8 2 982 3 490 - 570 - 611 2 569 3 011
Inventories  135 92 130 94 — — - 1 —  264 186
Other current assets  3 4 1 — 20 3 - 17 —  7 7
Non-current assets classified as 
held for sale  27  30  17  23 —  3 — - 1  44  55
Total current assets 3 506 3 019 766 635 3 440 3 872 -3 703 -3 181 4 009 4 345
Non-current assets
Receivables  920 16 510 492 231 192 -1 538 - 619  123 81
Other financial assets 1 346 1 450  113  59 22 662 21 559 -4 981 -5 157 19 140 17 911
Inventories — — 103 99 — — — —  103 99
Investment properties  1  1  84  98  207  191 — —  292  290
Land and improvements 8 242 7 043 8 828 7 949 — 784 - 1 - 9 17 069 15 767
Plant, equipment and 
infrastructure 6 827 6 132 8 235 7 983  5  5 - 1 - 2 15 066 14 118
Heritage assets  850  834 7 7 — — — —  857 841
Biological assets  3 3 614 613 — — — —  617 616
Intangible assets  53 53 47 38 12 — 1 —  113 91
Interest in joint venture  647  615 18 20 — — — —  665 635
Total non-current assets 18 889 16 147 18 559 17 358 23 117 22 731 -6 520 -5 787 54 045 50 449
Total Assets 22 395 19 166 19 325 17 993 26 557 26 603 -10 223 -8 968 58 054 54 794

LIABILITIES
Current liabilities
Payables  597  466  222  200  178  236 - 153 - 85  844  817
Interest-bearing liabilities  401  441  138  181 3 557 4 468 -3 082 -2 867 1 014 2 223
Employee benefits  668  569  29  26  1  1 — - 1  698  595
Unfunded superannuation  291  235 — — — — — —  291  235
Deposits with Funds SA — — — — 14 161 12 809 — — 14 161 12 809
Provisions (other than employee 
benefits)  147  99  13  12 1 016  868 - 10 - 18 1 166  961
Other current liabilities  188  149  69  76  195  229 - 34 - 3  418  452
Total current liabilities 2 292 1 959  471  495 19 108 18 611 -3 279 -2 974 18 592 18 092
Non-current liabilities
Payables  547  548  18  9  6  38 - 512 - 497  59  98
Interest-bearing liabilities 2 999 2 943 2 286 2 227 4 316 3 966 -5 012 -4 983 4 589 4 153
Employee benefits  979  923  44  42  2  2 - 1 — 1 024  967
Unfunded superannuation 6 177 4 840 — — — — — — 6 177 4 840
Provisions (other than employee 
benefits)  339  335  24  28 3 396 3 247 - 6 - 12 3 753 3 598
Other non–current liabilities  281  132 1 425 1 298 - 7  12 - 925 - 646  774  795
Total non-current liabilities 11 322 9 721 3 797 3 604 7 713 7 265 -6 456 -6 138 16 376 14 451
Total Liabilities 13 614 11 680 4 268 4 099 26 821 25 876 -9 735 -9 112 34 968 32 543
NET ASSETS 8 781 7 488 15 057 13 894 - 264  727 - 488  144 23 086 22 251

General 
Government

Public Non-
Financial 

Public
 Financial

Consolidated 
Eliminations

Consolidated 
Whole-of-

Corporations Corporations Government
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Notes to and forming part of the financial report for the year ended 30 June 2008 

 2008 
$m 

2007
$m 

3. Taxation revenues 

Taxes on employers’ payroll and labour force  909  859
Financial institutions’ transaction taxes — —
Taxes on property:

Stamp duties 1 021  819
Land tax  222  188
Emergency services levy  81  76
Water catchment levy  24  20
River Murray levy  22  21

Total taxes on property 1 370 1 124
Taxes on the provision of goods and services:

Gambling  334  347
Stamp duties on insurance  298  298

Total taxes on the provision of goods and services  632  645
Taxes on use of goods and performance of activities:

Motor vehicle registration  397  367
Other taxes on motor vehicles  28  28

Total taxes on use of goods and performance of activities  425  395
Other taxation revenue  17  5
Total taxation revenues 3 353 3 028
 

4. Grants revenues 

Commonwealth general purpose grants 3 923 3 606
Commonwealth specific purpose grants to the State 1 810 1 584
Commonwealth specific purpose grants through the State  727  671
Other grant revenues  354  301
Total grants revenues 6 814 6 162
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 2008 
$m 

2007
$m 

5. Charges for goods and services 

Goods:
Gambling items (Lotteries Commission)  367  349
Forestry products (Forestry SA)  121  127
Land sales (Land Management Corporation)  188  34
Other goods  43  34

Total charges for goods  719  544

Services:
Water and wastewater related rates and charges (SA Water)  614  596
Health services  251  234
House rentals (South Australian Housing Trust)  237  214
Education services (incl. TAFE Colleges)  83  74
MetroTicket public transport sales (Office of Public Transport)  76  71
Other services  536  599

Total charges for services 1 797 1 788
Total charges for goods and services 2 516 2 332

Cost of goods sold forms part of expenses for supplies and services in the Income 
Statement. Cost of sales / charges in relation to goods were as follows:  501  412
 

6. Regulatory fees/levies 

Compulsory Third Party Premiums  397  386
Drivers licences  29  27
Other Regulatory fees  345  220
Workers compensation levies  616  565
Total regulatory fees / levies 1 387 1 198
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 2008 
$m 

2007
$m 

7. Investment revenues 

Interest earnings: South Australian Government Financing Authority  509  449
Interest earnings: other agencies  371  289
Dividends  25  41
Investment property rentals  43  54
Gains on sale of investments  87  546
Gains on revaluation of investments  694 1 594
Other investment revenue  28  24
Total investment revenues 1 757 2 997

 

8. Net gain from disposal of non-current assets 

Disposals of property, plant and equipment:
Proceeds from disposal  251  290
Less written-down value of assets sold  197  256
Net gain from disposal of non-current assets  54  34

 

No government businesses were sold in 2007-08, nor in 2006-07 

9. Fair values of assets and services received free of charge or for 
nominal consideration 

Land  2  4
Plant, equipment, and vehicles  2  3
Water, sewerage and drainage assets  62  59
Other assets  10  10
Total fair values of assets and services received free of charge or for nominal 
consideration

 76  76

 

10. Other revenues 

Imputed recovery from superannuation funds(a) 1 497 —
Royalties  143  145
Revaluation increments  24  125
Share of result in joint ventures  20  14
Other revenues  292  260
Total other revenues 1 976  544

 
(b) The whole of Funds SA’s result from assets under management is receivable from the superannuation plans.  In 2007-08, 

Funds SA incurred a loss on assets under management and the amount disclosed represents a recovery of the loss from 
the superannuation plans. 
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 2008 
$m 

2007
$m 

11. Employee benefit costs 

Salaries and wages 4 628 4 337
Annual leave  524  475
Long service leave  215  180
Sick leave  37  29
TVSP payments — —
Board fees  10  10
Superannuation expense (refer Note 31) 2 200 - 292
Other employee related expenses  64  61
Total employee benefits costs 7 678 4 800

 

12. Depreciation and amortisation 

Depreciation
Buildings  290  277
Plant, equipment and vehicles  199  185
Infrastructure:

water, sewerage and drainage  155  142
road network, rail and bus tracks  129  137

Other depreciation  1  2
Total depreciation  774  743

Amortisation
Buildings and improvements under finance lease  4  3
Plant, equipment and vehicles under finance lease  3  3
Intangible assets  18  15
Other amortisation  2  1
Total amortisation  27  22
Total depreciation and amortisation  801  765

 

13. Supplies and services 

Rental expense on operating leases  110  63
Consultancy expenses  27  23
Contract service expenses  492  438
Computing and communication expenses  235  225
Repairs and maintenance expenses  358  324
Other supplies and services 2 415 2 320
Total supplies and services 3 637 3 393
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 2008 
$m 

2007
$m 

14. Finance costs 

Interest on borrowings  699  653
Finance charges on finance leases  19  19
Other finance cost expenses  3  2
Total finance costs  721  674

 

15. Grants and subsidies 

Recurrent grants  829  755
Capital grants  40  25
Subsidies  359  283
Other current transfer payments  655  618
Other capital transfer payments  23  10
Total grants and subsidies 1 906 1 691

 

16. Other expenses 

Imputed expense of increased liability in respect of superannuation fund
deposits(a) — 1 990
Self-insurance claims  439  407
Income / capital and redemption related workers compensation payments  355  301
Revaluation of workers compensation liabilities  147  409
Gambling prizes/dividends  221  211
Medical related workers compensation payments  114  95
Remuneration of judiciary and members of Parliament  31  29
Bad and doubtful debts  37  37
Revaluations 2 590  99
Loss on sale of investments  168 —
Assets donated  28  4
Other expenses  391  355
Total other expenses 4 521 3 937
 

(a) The whole of Funds SA’s result from assets under management is payable to the superannuation plans.  This is 
recognised as an increase in liability of Funds SA to the superannuation plans.  In 2007-08 Funds SA incurred a loss on 
assets under management, which at whole of government level has been recognised in Note 10 Other Revenues. 
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 2008 
$m 

2007
$m 

17. Receivables 

Current
Charges for goods and services  264  236
Accrued investment income  47  58
GST receivable  74  66
Other taxes collectable  83  68
Prepayments  51  55
Other receivables  186  193

 705  676
Less provision for doubtful debts  37  34
Total current receivables  668  642

Non-current 
Other receivables  124  82

 124  82
Less provision for doubtful debts  1 1
Total non-current receivables  123 81
Total receivables  791 723

 

18. Other financial assets 

Current
Marketable debt securities 1 885 2 323
Non-marketable debt securities — —
Australian dollar term deposits  60  67
Other investments  611  615
Loans  13  6

2 569 3 011
less provision for doubtful loans — —
Total current other financial assets 2 569 3 011

Non-current
Shares at cost or market value 13 159 11 526
Marketable debt securities 3 270 3 225
Non-marketable debt securities 1 323 1 114
Other investments 64  808
Other non-current financial assets 28  23
Loans 1 311 1 226

19 155 17 922
less provision for doubtful loans  15  12
Total non-current other financial assets 19 140 17 910
Total other financial assets 21 709 20 921

 

   
36



Notes to and forming part of the financial report for the year ended 30 June 2008 

 2008 
$m 

2007
$m 

19. Inventories 

Current
Work in progress  71  44
Raw materials and stores  46  45
Finished goods  33  24
Land held for resale  19  21
Other inventories  95  52
Total current inventories  264  186

Non-current 
Work in progress  60  36
Land held for resale  43  63
Total non-current inventories  103  99
Total inventories  367  285

The above inventories were held as follows:
Held for consumption by government controlled entities  36  18
Held for distribution at no / nominal cost  22  37
Held for other than distribution at no / nominal cost  309  230
Total inventories  367  285

Inventory write-downs:
Inventory write-downs to net realisable value:  0.0 0.4

 

20. Non-current assets classified as held for sale 

Current
Land  26  28
Buildings  14  24
Plant, equipment and vehicles  4  3
Total non-current assets classified as held for sale  44  55
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 2008 
$m 

2007
$m 

21. Investment properties 

Land  27  41
Buildings  265  249
Total investment properties  292  290

Movements in investment properties during the year were as follows:
Carrying amount — opening balance  290  214
Additions  21  74
Capitalised subsequent expenditure  2  2
Disposals - 17 - 11
Transfers in / (-out) - 10 - 5
Net gain (loss) from fair value adjustment (revaluations)  6  16
Carrying amount — closing balance  292  290

The following amounts were recognised in profit and loss for investment 
property:
Rental income  37  35
Direct operating expenses from property that generated rental income - 13 - 10
Direct operating expenses from property that did not generate rental income — —
Total amount recognised in profit and loss  24  25

 

Valuation basis: 

Investment properties are measured at fair value being the amounts for which the properties could be 
exchanged between willing parties in an arms length transaction, based on current prices in an active 
market for similar properties.  The 2008 revaluations were based on independent assessments made by 
members of the Australian Property Institute and or independent qualified valuers. 
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 2008 
$m 

2007
$m 

22. Land and improvements 

Land
Site land at fair value 6 233 5 832
National parks and other ‘land only’ holdings at fair value  896  832
Total land 7 129 6 664

Improvements (buildings)
Buildings at fair value 14 446 12 775
Accumulated depreciation -4 770 -3 975

9 676 8 800

Buildings under finance lease  88  78
Accumulated amortisation - 32 - 28

 56  50

Buildings and improvements under construction  208  253
Total improvements (buildings) 9 940 9 103
Total land and improvements 17 069 15 767

Movements in land and improvements during the year were as follows:
Carrying amount — opening balance 15 767 15 143
Additions  297  272
Capitalised subsequent expenditure  127  109
Disposals - 155 - 77
Transfers in / (– out) - 95 - 68
Net revaluation increments 1 405  727
Recoverable amount write-downs or impairment losses - 11 - 1
Depreciation and amortisation expense - 294 - 280
Other movements  28 - 58
Carrying amount — closing balance 17 069 15 767
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 2008 
$m 

2007
$m 

23. Plant, equipment and infrastructure 

Plant, equipment and vehicles under finance lease at cost  16 12
Accumulated amortisation - 9 - 9

 7  3

Plant, equipment and vehicles at fair value 2 488 2 452
Accumulated depreciation -1 345 -1 271

1 143 1 181

Infrastructure: Water, sewerage and drainage assets at fair value 13 697 12 666
Accumulated depreciation   -5 565 -5 081

8 132 7 585

Infrastructure: Road network, bus and rail tracks at fair value 9 943 9 366
Accumulated depreciation  -4 835 -4 423

5 108 4 943

Infrastructure: Harbour and port facilities  123  12

Plant, equipment and infrastructure under construction  553  394
Total plant, equipment and infrastructure 15 066 14 118

Movements in plant, equipment and infrastructure during the year were as 
follows:
Carrying amount — opening balance 14 118 13 284
Additions  361  427
Capitalised subsequent expenditure  502  263
Disposals - 47 - 70
Transfers in / (– out)  11  253
Net revaluation increments  629  550
Recoverable amount write-downs or impairment losses - 18 - 22
Depreciation and amortisation expense - 486 - 467
Other movements - 4 - 100
Carrying amount — closing balance 15 066 14 118
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$m 
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$m 

24. Heritage assets 

Heritage assets at fair value  860  847
Accumulated amortisation - 3 - 6
Total heritage assets  857  841

Movements in heritage assets during the year were as follows:
Carrying amount — opening balance  841  844
Additions  7  2
Transfers in / (–out)  5  6
Net revaluation increments  6  1
Amortisation expense — —
Other movements - 2 - 12
Carrying amount — closing balance  857  841

 

25. Biological assets 

Growing timber (commercial forests)  614  613
Other plants and livestock  3  3
Total biological assets  617  616

Movements in biological assets during the year were as follows:
Carrying amount — opening balance  616  593
Additions (ie new plantings, acquisitions)  4  3
Disposals (ie harvesting) - 74 - 73
Recognition of (physical) growth changes  69  68
Net revaluation increments / (– decrement) (ie price changes)  2  25
Total biological assets  617  616

 

Growing timber (Commercial forests) 

Growing timber is valued at fair value (net market value).  Net market value is determined as the 
amount that could be expected to be received from the disposal of the existing mix of forest products 
in an active and liquid market.   

The volume of growing timber is estimated using a model that simulates forest growth. Actual growth 
will invariably differ to some extent from growth predicted by the model resulting in periodic 
adjustments to net market value for these growth variations.  The model uses sample inventory data as 
the base line from which to start growth simulations. Inventory data is continuously being collected 
from sample inventory plots with the complete forest estate being covered in about five yearly 
intervals.  The inventory master database is updated every three to five years and on these occasions 
the model simulations are repeated.  For the Green Triangle forests the master database was last 
updated as at June 2007, affecting the growing timber valuation as at 30 June 2008. For the Mount 
Lofty forests and the Mid North forests the master database was last updated in 2006, affecting the 
growing timber valuation as at 30 June 2006.   

The method used to determine the volume of timber contained in the radiata and non-radiata 
plantations is standing volume (the volume of wood in the stem of trees which is potentially useable) 
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less an allowance for residues incurred under current harvesting practice.  This ensures that the net 
market value is based upon realisable volumes. 

The difference between the net market value of the inventory of growing timber held at the reporting 
date and the net market value at the previous reporting date is recognised as revenue or expense in the 
Income Statement.  The revenue brought to account in 2007-08 was $1 million (compared with an 
revenue of $23 million brought to account in the previous financial year). 

 

 2008 
$m 

2007
$m 

26. Intangible assets 

Intangible assets  231  188
Accumulated amortisation  - 118 - 97
Total intangible assets  113  91

Components of intangible assets are as follows:
Externally acquired intangibles  193  160
Accumulated amortisation - 93 - 83
Total externally acquired intangibles  100  77

Internally developed intangibles  38  28
Accumulated amortisation - 25 - 14
Total internally developed intangibles  13  14

Carrying amount — closing balance  113  91

Movements in intangible assets during the year were as follows:
Carrying amount — opening balance  91  98
Additions  21  6
Capitalised subsequent expenditure  18  4
Disposals — - 10
Transfers in / (–out)  1 4
Net revaluation increments — 9
Amortisation expense - 18 - 15
Other movements — - 5
Carrying amount — closing balance  113  91

Produced and non produced intangibles:
Produced

Externally acquired  75 N/A
Internally developed  13 N/A

 88 —
Non produced

Externally acquired  25 N/A
Internally developed — N

 25 —
Total produced and non produced intangibles  113 —

/A
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$m 

2007
$m 

27 Interest in joint ventures 

Investments accounted for using the equity method 
Murray Darling Basin Commission  647  615
Other joint ventures 18  20

 665  635

Murray-Darling Basin Commission 

The Murray-Darling Basin Commission (MDBC) is the executive arm of the Murray-Darling Basin 
Ministerial Council and is responsible for: 

• managing the River Murray and the Menindee Lakes system of the lower Darling River; and 

• advising the Ministerial Council on matters related to the use of the water, land and other 
environmental resources of the Murray-Darling Basin. 

The MDBC is an autonomous organisation equally responsible to the governments represented on the 
Ministerial Council. It is not a government department, nor a statutory body of any individual 
government.  It is not listed on any public exchange, therefore, there is no published quotation price 
for the fair value of this investment.  The reporting date of the Murray-Darling Basin Commission is 
the same as the South Australian Government Consolidated Financial Report. 
 
In accordance with a determination by the MDBC Finance Committee, South Australia has a 26.67 
percent share of the MDBC along with the Victorian and New South Wales governments each 
retaining 26.67 percent and the Commonwealth retaining the remaining 20 percent. 
 
In 2007-08, South Australia has recognised for the first time its interest in the MDBC assets and 
liabilities, as an Interest in a Joint Venture in accordance with AASB 131 Interests in Joint Ventures. 
This is consistent with the accounting treatment adopted by other interstate jurisdictions and supported 
by the Australian Bureau of Statistics. 
 
As South Australia’s interest in the MDBC existed before it was initially recognised in the State’s 
Consolidated Financial Report, the adjustments to recognise the interest are classified as prior period 
errors. 
 
The following table illustrates summarised information of South Australia’s investment in the MDBC: 

Carrying amount at 1 July 2007  615  588
Share of profit after income tax (refer Note 10)  9  5
Share of increment on revaluation of property, plant & equipment  23  22
Carrying amount at 30 June 2008  647  615

 

There were no impairment losses relating to the investment in the Murray-Darling Basin Commission, 
however there were capital and other commitments as follows: 

Capital expenditure commitments  22 —
Operating lease commitments  4  5
Other expenditure commitments  12  5
Total commitments  38  10
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 2008 
$m 

2007
$m 

 
Other joint ventures 

South Australia has a 50 percent interest in each of the following joint ventures: 
 
Northfield Stage 3 Joint Venture 
Joint venture with CIC Northgate Pty Ltd to develop the land subdivision component of Precinct One 
at Northgate Stage 3 over a forecast six-year timeframe.  The project is required to achieve a number 
of Paramount Development Objectives established by the Government. 
 
Mawson Lakes Economic Development Project 
Joint venture with Delfin Mawson Lakes Pty Ltd, Lend Lease Development Pty Ltd and associated 
entities to develop residential, retail and industrial accommodation (the Mawson Lakes Economic 
Development Project) at The Levels over a 10 to 12 year timeframe. 
 
This joint venture has a contingent liability in respect of an indemnity for letter of guarantee in favour 
of Local and State Government Authorities.  The maximum liability amounts to $5.389 million 
($6.258 million).  South Australia’s contingent liability in respect of this amount is 50 percent —
 $2.695 million ($3.129 million). 
 
Empak Homes Joint Venture 
Joint venture with Mt Gambier developer/builder, Empak Homes to develop land at Naracoorte and 
create 31 residential allotments with the aim of providing affordable housing in the area.  The joint 
venture will be wound up as soon as practically possible due to the prevailing market conditions which 
provide little prospect for completion of Stage 2 as originally planned. 
 
SOHO Joint Venture 
Joint venture with Holcon Australia Pty Ltd to develop a parcel of lakefront land at Technology Park 
and create 13 waterfront SOHO (small office home office) homes and 10 commercial offices over six 
stages with an anticipated timeframe of approximately three years.  The first stage is completed and 
construction of Stage 2 has commenced with completion planned for early calendar year 2009. 
 
PAWR Marina Joint Venture 
Joint venture with Newport Quays Consortium, to construct approximately 600 marina berths in the 
Port Adelaide inner harbour to be staged with the land-based development over the next 10-13 years.  
South Australia will receive revenue by way of land payments for the subjacent land and individual 
marina berth sales. 
 
The following table illustrates summarised information of South Australia’s investment in these other 
joint ventures: 

Carrying amount at 1 July 2007  20  22
Capital contributions received  4  5
Share of profit after income tax (refer Note 10)  11  10
Distributions / repayments - 17 - 17
Carrying amount at 30 June 2008  18  20
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$m 

2007
$m 

28. Payables 

Current
Creditors 390  352
Accruals 411  401
GST payable 13  10
Other payables 30  54
Total current payables  844  817

Non-current
Creditors and accruals 53  51
Other payables 6  47
Total non–current payables  59  98
Total payables  903  915

 

29. Interest-bearing liabilities 

Current
Bank overdraft (refer Note 36(a)) — —
Deposits at call  372  476
Debt securities  628 1 702
Lease liability (refer Note 38)  7  12
Loan liability  1  2
Interest rate swaps  6  31
Total current interest bearing liabilities 1 014 2 223

Non-current
Debt securities 4 359 3 966
Term deposits — —
Lease liability (refer Note 38)   170  173
Loan liability  4  4
Interest rate swaps  56  10
Total non-current interest bearing liabilities 4 589 4 153
Total interest-bearing liabilities 5 603 6 376

These liabilities are due for repayment as follows:
  not longer than one year 1 014 2 223
  longer than one year but not longer than five years 3 435 1 714
  longer than five years 1 154 2 439
Total interest-bearing liabilities 5 603 6 376
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$m 
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30. Employee benefits 

Current
Accrued wages and salaries  135  102
Annual leave  395  357
Long service leave  156  125
Other employee benefits  12  11
Total current employee benefits  698  595

Non-current
Long service leave 1 022  965
Other employee benefits  2  2
Total non–current employee benefits 1 024  967
Total employee benefits 1 722 1 562
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 2008 
$m 
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$m 

31. Unfunded superannuation liabilities 

Current  291  235
Non–current 6 177 4 840
Total unfunded superannuation liabilities 6 468 5 075

Superannuation related assets and liabilities are material in the context of the 
Government’s financial position as shown in the table below.

Reconciliation of Funds SA net assets under management and superannuation 
fully funded liabilities:

Assets
Funds SA net assets under management 14 200 13 146

Liabilities
Superannuation related liabilities:

Superannuation plans(a) 11 794 12 641
Superannuation post-retirement products  270  168

Total superannuation related liabilities 12 064 12 809
Other products:

Other prescribed authorities(b) 2 098  279
Other liabilities of Funds SA  38  58

Total other products 2 136  337
Total liabilities 14 200 13 146

Reconciliation of total government's superannuation liabilities is as follows:
Total liabilities 14 200 13 146
Other products -2 136 - 337
Total superannuation related liabilities 12 064 12 809
Unfunded superannuation liabilities 6 468 5 075
Total government superannuation liabilities(c) 18 532 17 884

 
(a) At 30 June 2008 superannuation plan liabilities was backed by assets held of $11.8 billion ($12.6 billion), comprised 

$6.1 billion ($7.1 billion) held against defined benefit plans, and $5.7 billion ($5.8 billion) held against defined contribution 
plans. 

(b) During the 2007-08 financial year and pursuant to Superannuation Funds Management Corporation of South Australia Act 
1995, a number of entities have been declared as prescribed authorities for the purpose of investing funds with Funds SA. 
These liabilities are eliminated upon consolidation of the whole of government accounts. 

(c) Of the total government superannuation liabilities, $18.5 billion ($17.9 billion), $12.1 billion ($12.8 billion) represents 
accrued benefits within defined benefit plans and $5.7 billion ($5.8 billion) represents defined contribution plans. 

 

The government and its controlled entities contribute, for their employees, to a number of defined 
benefit and defined contribution superannuation plans.  Under accounting standards the government 
does not control these superannuation plans and therefore are not included in the consolidated 
financial report.  However, all of the superannuation plans’ investment funds are lodged with 
Funds SA for investing on their behalf.  

As the government controls the net assets under management of $14.2 billion ($13.1 billion), 
comprising investments made on behalf of the superannuation plans, and its superannuation liabilities, 
$12.1 billion ($12.8 billion), principally the funds available to the plans, are included in the 
consolidated financial report.  The government has a liability to the defined benefit plans for any 
excess of the estimated future payments to employees arising from membership of the plans over the 
fair value of the plans’ assets.  The present value of this unfunded superannuation liability is also 
recognised in the consolidated financial report. 

   
47



Notes to and forming part of the financial report for the year ended 30 June 2008 

Details of the funding status of defined benefit plans as at reporting date, as determined by the 
Department of Treasury and Finance or by trustees of the various plans, are set out below. 

Funding status of defined benefit plans ($ million) 

Defined benefit plans

2008 2007 2008 2007 2008 2007 2008 2007

Government 
administered schemes(a)

State scheme 10 070 9 024 10 197 9 838 4 653 5 484 5 545 4 354
Police scheme 1 606 1 379 1 713 1 652 832 913  881 739
Parliamentary super 
scheme  186  172  159  155  142  143  17  12
Judges pension 
scheme  120  112  157  153  139  145  18  8
Governors pension      
scheme  2  1  2  1  1  1  1 —

Total Government 
administered schemes 11 984 10 688 12 228 11 799 5 767 6 686 6 462 5 113
Other schemes(b)  329  333  336  333  329  371  6 - 38
Total 12 313 11 021 12 564 12 132 6 096 7 057 6 468 5 075

Fair value of plan’s 
assets

SA Govt liability 
(ie deficit) to the 

plans
Vested benefits Accrued benefits

(a) The assets of these schemes are managed / invested by Funds SA. 
(b) Schemes administered by statutory authorities, health units and public trading enterprises. 
 

Calculations, including the calculation of the government’s liability (ie deficit) to the plans, are made 
on the basis that employment terms continue through as a ‘going concern’ — accrued benefits only.  
Vested benefits represent an immediate ‘resignation benefit’, measuring amounts that would be paid out 
if the scheme was wound up and employee’s benefits were paid based on calculations at that point in 
time. 

Accrued benefits assume employment benefits and conditions calculated as a ‘going concern’ and are 
measured as the present value of estimated future payments to employees arising from membership of 
the plan up to the reporting date.  As at 30 June 2008 the present value of estimated future benefit 
payments to employees was calculated using a discount rate of 6.5 per cent, in line with the 
Commonwealth Government’s long term bond rate at 30 June 2008.  As at 30 June 2007 the present 
value of estimated future benefit payments to employees was calculated using a discount rate of 
6.3 per cent, in line with the Commonwealth Government’s long term bond rate at 30 June 2007. 

The higher discount rate applied for 2007-08 (6.5 per cent) compared with the discount rate applied 
for 2006-07 (6.3 per cent) resulted in a decrease ($286 million) in the estimated present value of future 
superannuation obligations.   

The excess of accrued benefits over the fair value of a defined benefit plan’s assets has been 
recognised as a liability in the Balance Sheet.  Any liability in respect of defined contribution plans 
has been measured as the amount of the government’s contribution that, under the terms of the plan, 
has accrued or is payable to the plan at reporting date.  
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$m 

Reconciliation of movement in unfunded superannuation liability is as follows: 

Opening balance of unfunded superannuation liability 5 075 6 146
Closing balance of unfunded superannuation liability 6 468 5 075
Movement in unfunded superannuation liability 1 393 -1 071

Comprising
Superannuation expense (refer Note 11):

nominal interest expense on unfunded superannuation liability  276  316
current year employer expense  572  528
variation in superannuation expense from difference in (higher) actual investment 
returns from the long term expected return 1 150 - 657
impact of change in discount rate assumption(a) - 286 - 558
impact of change in actuarial assumption / other changes  488  79

Total superannuation expense 2 200 - 292
Cash–flow items:

current year employer contributions - 572 - 528
past service contributions - 235 - 252
Other movements (rounding) —  1

Equals movement in total unfunded superannuation liability 1 393 -1 071

 
(a) A risk free discount rate based on the Commonwealth Government’s long-term bond rate of 6.5% has been used to value 

superannuation liabilities, compared with 6.3% in 2006-07. 
 

32. Superannuation fund deposit liabilities 

Current
Liability of Funds SA to all superannuation plans and other prescribed authorities 14 161 12 809
Total superannuation fund deposit liabilities 14 161 12 809
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33. Provisions (other than employee benefits) 

Current
Workers compensation:

Workcover Corporation workers compensation provisions  580  452
Other Agencies workers compensation provisions  91  79

Total Workers compensation provisions  671  531
Insurance claims:

Motor Accident Commission (MAC) motor vehicle compensation insurance claim 
provisions  385  369

South Australian Government (SAICORP) insurance and risk management fund 
(SAGIRM) provisions  36  27

Other Agencies insurance claims  14  16
Total insurance claims  435  412
Other current provisions  60  18
Total current provisions (other than employee benefits) 1 166  961

Non Current
Workers compensation:

Workcover Corporation workers compensation provisions 1 886 1 891
Other Agencies workers compensation provisions   275  268

Total Workers compensation provisions 2 161 2 159
Insurance claims:

MAC motor vehicle compensation insurance claim provisions 1 251 1 169
SAICORP insurance and risk management fund (SAGIRM) provisions  227  160
Other Agencies insurance claims  68  73

Total insurance claims 1 546 1 402
Other non-current provisions  46  37
Total non-current provisions 3 753 3 598
Total provisions (other than employee benefits) 4 919 4 559

 

Movements in provisions during the year were as follows: 

Workcover 
workers 

compensation 
provisions

MAC motor 
vehicle 

compensation 
provisions

SAICORP 
SAGIRM 

provisions

Other 
provisions

Total

$m $m $m $m $m
Carrying amount — opening balance 2 343 1 538  187  491 4 559
Additional ( - reduction in) provisions  622  520  161 — 1 303
Payments - 499 - 422 - 85 — -1 006
Other movements — — —  63  63
Carrying amount — closing balance 2 466 1 636  263  554 4 919
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$m 
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34. Other liabilities 

Current
Unearned revenue  260  241
Other liabilities  158  210
Total current other liabilities  418  451

Non Current
Unearned revenue  512  527
Other liabilities  262  269
Total non–current other liabilities  774  796
Total other liabilities 1 192 1 247

 

35. Additional financial instrument disclosures 

(a) Foreign currency risk 

Foreign currency risk arises when the value of financial assets and liabilities fluctuate due to changes 
in foreign exchange rates.  

It is government policy that where possible exposures should be hedged with the exception of certain 
financial corporations.   

The Superannuation Funds Management Corporation of South Australia (Funds SA) has a policy that 
33 ⅓ per cent of their international equities exposure is hedged.  This has the capacity to reduce 
overall portfolio volatility associated with movements in the value of foreign currencies in the absence 
of these instruments.  The net unhedged market value of Funds SA’s total portfolio as at 30 June 2008 
was $2.465 billion ($2.588 billion).   

The Motor Accident Commission hedges certain financial assets and claims liabilities denominated in 
foreign currencies but does not hedge foreign equity investments.  The value of these investments as at 
30 June 2008 was $164 million ($200 million).   

SAFA utilises foreign exchange contracts (spot and forward) to manage foreign exchange risk 
associated with foreign currency borrowings and to manage exposures arising from foreign exchange 
hedging services provided to public sector clients and to hedge profits from overseas subsidiaries.  
SAFA entered into forward foreign exchange contracts /transactions totalling $11.9 million in face 
value as at 30 June 2008 ($29.2 million). 

No other material exposures existed in other public sector entities as at 30 June 2008. 

(b) Liquidity risk 

Liquidity risk is the risk that an entity will encounter difficulty in realising assets or otherwise raising 
funds to meet commitments associated with financial instruments as they fall due. 

In order to manage liquidity risk, agencies such as SAFA have in place liquidity management 
guidelines, which require them to trade with approved exchanges and counterparties or to hold base 
levels of liquidity comprising highly marketable financial assets.  Liquid assets include cash, 
promissory notes, Commonwealth notes, floating rate notes and negotiable discount securities.  In 
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order to counter such risk the government’s public financial institutions have concentrated derivative 
activities in highly liquid markets.  Adherence to guidelines enables the government to be in a position 
to meet the forecast cash demands and any unanticipated funding requirements of the South Australian 
public sector. 

SAFA has chosen an approach to minimise medium-term refinancing risks, which involves 
diversification of physical borrowings across the maturity spectrum, diversification of funding sources 
and the holding of liquid assets to assist in the management of refinancing and liquidity risk.  These 
strategies result in SAFA facing manageable funding demands from financial markets in any given 
period.  This approach assists the maintenance of an orderly market place for SAFA’s securities when 
refinancing maturing debt obligations. 

(c) Credit risk exposures 

Credit risk is the risk of a financial loss arising from another party to a contract/ financial position 
failing to discharge a financial obligation.   

The credit risk on financial assets that have been recognised in the Balance Sheet, other than 
investments in shares, is generally the fair value of the assets. 

Recognised financial assets include amounts receivable arising from unrealised gains on derivative 
financial instruments.  For off-balance sheet financial instruments, including derivatives, that are 
deliverable, credit risk also arises from the potential failure of counter-parties to meet their obligations 
under the respective contracts at maturity.  Exposure also arises from forward exchange contracts in 
the event that counter-parties fail to deliver the contracted amount.  However, to minimise the 
potential for credit loss, transactions are diversified between counter-parties and limited to dealing 
with highly rated banking and governmental institutions worldwide.  There are no off-balance sheet 
financial instruments in existence at the reporting date. 

The State’s largest holder of derivatives and investments is the South Australian Government 
Financing Authority.  The following table provides an analysis of credit risk exposure by credit rating: 

Long term 2008 2007 

AAA 32% 30% 

AA+ 0% 2% 

AA 40% 50% 

A+ 14% 8% 

AA- 5% 2% 

A 2% 0% 

BBB+ 1% 1% 

Short term   

A1+ 1% 1% 

Not rated* 5% 7% 

* Not rated refers to amounts not classified under particular ratings. 
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(d) Interest rate risk exposures 

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in 
market interest rates.   

The government is exposed to interest rate risk through primary financial assets and liabilities, 
modified through derivative financial instruments such as interest rate futures contracts, interest rate 
swaps, interest rate options and forward rate agreements. 

SAFA, as the government’s central borrowing authority, is charged with the responsibility of raising 
funding for the majority of government agencies, debt management, cash management and investment 
services.  Limits on measures of interest rate risk for SAFA’s portfolios are approved by the Treasurer, 
while limits on interest rate risk for portfolios managed on behalf of clients are set after consultation 
with the clients.  Interest rate risk is managed by portfolios rather than from a total operations 
perspective.  The current policy benchmark duration for the Treasurer’s managed portfolio is between 
1 and 1.5 years. 

Funds SA accepts deposits from the various superannuation schemes to invest on behalf of these 
schemes.  Funds SA aims to earn the highest possible return on its investments for an appropriate level 
of risk.  The whole of Funds SA’s net income from operating activities (ie operating surplus) is 
payable to the superannuation schemes.  On consolidation, this is recognised as an increase in liability 
to the superannuation plans. In 2007-08 unlike 2006-07, Funds SA generated operating losses, which, 
for consolidation purposes, have been recognised as revenue (see Note 10). 

The government has an indirect interest rate exposure in respect of its superannuation liabilities to 
various superannuation schemes (see Note 31).  The risk is primarily due to possible adverse 
movements in the assets and liabilities of the superannuation schemes as a result of fluctuations in 
financial markets. 

The government’s exposure to interest rate risk and the effective weighted average interest rate for 
each class of financial assets and liabilities is set out in the following tables: 
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Interest rate exposures ($ million) 

Fixed interest maturing in:

2008
Up to 3 
months

Over 3
to 12 

months
Over 1

 to 5 years

More
than 5 
years

Non 
interest 

bearing(a) Total

Weighted 
average 
interest 
rate (%)

Financial assets
Cash and cash 
equivalents  380  3 — —  74  457 6.7
Loan Receivables  984  56  235  30  4 1 309 8.8
Other Receivables  239  4  16 —  532  791 —
Other financial assets 2 099  357  203  395 17 345 20 399 7.8
Total financial assets 3 702  420  454  425 17 955 22 956

Financial liabilities
Bank overdrafts and 
loans — — — — — — —
Payables  77  1 — —  825  903 n.a.
Deposits(b)  263  83 — — 14 187 14 533 7.2
Debt securities  464  163 3 348 1 011  1 4 987 6.3
Lease liability —  9  40  127  1  177 10.4
Loan liability — — —  5 —  5 7.7
Interest rate swaps(c) 1 352  406 -1 824  128 —  62 n.a.
Total financial liabilities

2 156  662 1 564 1 271 15 014 20 667
Net financial
assets (–liabilities) 1 546 - 242 -1 110 - 846 2 941 2 289

Fixed interest maturing in:

2007
Up to 3 
months

Over 3
to 12 

months
Over 1

 to 5 years

More
than 5 
years

Non 
interest 

bearing(a) Total

Weighted 
average 
interest 
rate (%)

Financial assets
Cash and cash 
equivalents  325  92 — —  27  444 6.0
Loan Receivables  701  25  12  416  78 1 232 8.2
Other Receivables  10  6  7 —  682  705 —
Other financial assets 2 264  848  889 1 016 14 672 19 689 5.9
Total financial assets 3 300  971  908 1 432 15 491 22 070

Financial liabilities
Bank overdrafts and 
loans — — — — — — —
Payables  5 — — —  913  918 n.a.
Deposits(b)  408  197 — — 12 680 13 285 6.2
Debt securities  329 1 332 2 276 1 729  2 5 668 6.1
Lease liability —  10  68  103  4  185 10.1
Loan liability —  2 —  4 —  6 5.8
Interest rate swaps(c) 1 548 - 79 -1 096 - 332 —  41 n.a.
Total financial liabilities 2 290 1 462 1 248 1 504 13 599 20 103
Net financial
assets (–liabilities) 1 010 - 491 - 340 - 72 1 892 1 967

(a) Includes equity investments 
(b) Includes at-call and short term as well as liabilities to superannuation plans 
(c) Market value less accruals 
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(e) Fair values of financial assets and liabilities 

(i) On-balance sheet 

The fair value of cash and cash equivalents, non-interest bearing monetary financial assets and 
financial liabilities approximates their carrying value. 

The fair value of other monetary financial assets and financial liabilities is based upon market prices 
where a market exists or by discounting the expected future cash flows using the relevant yield curve 
derived from observable rates in the financial markets. 

Equity investments traded on organised markets have been valued by reference to market prices 
prevailing at balance date. For non-traded equity investments, the fair value is an assessment based on 
the underlying net assets and future maintainable earnings. 

(ii) Off-balance sheet 

The majority of off-balance sheet financial instruments, except for financial futures and exchange 
traded interest rate options, cannot be readily traded on organised markets in standardised form. 

The carrying amounts and fair values of financial assets and liabilities at balance date are given in the 
following table: 

2008 2008 2007 2007
Carrying 
amount

Fair
value

Carrying 
amount

Fair
value

$m $m $m $m
On-balance sheet financial instruments
Financial assets
Cash and cash equivalents  457  457  444  444
Loan receivables 1 309 1 309 1 232 1 232
Other receivables  791  791  705  705
Other financial assets 20 399 20 399 19 689 19 689
Total financial assets 22 956 22 956 22 070 22 070

Financial liabilities
Bank overdrafts and loans — — — —
Payables  903  903  918  918
Deposits(a) 14 533 14 533 13 285 13 285
Debt securities 4 987 4 987 5 668 5 668
Lease liability  177  177  185  185
Loan liability  5  5  6  6
Interest rate swaps  62  62  41  41
Total financial liabilities 20 667 20 667 20 103 20 103

Off-balance sheet financial instruments — — — —

(a) Includes at-call and short term as well as liabilities to superannuation plans. 
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 2008 
$m 

2007
$m 

(f) Financial instruments category breakdown 

Financial assets Note
Cash and cash equivalents

Cash and cash equivalents 36(a)  457 444
Loans and receivables - at cost

Loan Receivables 18 1 309 1 232
Other Receivables 17  791  705

Financial assets at fair value through P&L
Investments 18 20 399 19 689

22 956 22 070

Financial liabilities
Financial liabilities - at cost

Bank Overdrafts 29 — —
Lease Liabilities 29  177  185
Other Loans 29  5  6
Other Payables 28,29  965  959

Financial liabilities at fair value through P&L
Deposits at Call / Term Deposits 29,32 14 533 13 285
Debt Securities 29 4 987 5 668

20 667 20 103
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(g) Sensitivity analysis on financial instruments 

Foreign exchange risk ($ million) 

Financial assets carrying 
amount -10% profit

-10% 
equity

+10% 
profit

+10% 
equity

Cash and cash equivalents  457  1  1 — —
Loan receivables 1 309 — — — —
Other receivables  791 — — — —
Investments 20 399  254  254 - 254 - 254

22 956  255  255 - 254 - 254

Financial liabilities 
Bank overdrafts — — — — —
Deposits at call/term deposits 14 533  247  247 - 247 - 247
Debt securities 4 987 — — — —
Other loans  5 — — — —
Lease liabilities  177 — — — —
Other payables  965  1 — — —

20 667  248  247 - 247 - 247

Interest rate risk ($ million) 

Financial assets carrying 
amount -1% profit -1% equity +1% profit +1% equity

Cash and cash equivalents  457  5 — — —
Loan receivables 1 309  2  2 - 2 - 2
Other receivables  791 — — — —
Investments 20 399 - 17 - 17  17  17

22 956 - 10 - 15  15  15

Financial liabilities 
Bank overdrafts — — — — —
Deposits at call/term deposits 14 533 — — — —
Debt securities 4 987 — — — —
Other loans  5 — — — —
Lease liabilities  177 — — — —
Other payables  965  1 — — —

20 667  1 — — —

 

Inflation risk ($ million) 
Financial assets carrying 

amount -10% profit
-10% 

equity
+10% 
profit

+10% 
equity

Cash and cash equivalents  457 — — — —
Loan receivables 1 309 — — — —
Other receivables  791 — — — —
Investments 20 399  7  7 - 7 - 7

22 956  7  7 - 7 - 7

Financial liabilities 
Bank overdrafts — — — — —
Deposits at call/term deposits 14 533 — — — —
Debt securities 4 987 — — — —
Other loans  5 — — — —
Lease liabilities  177 — — — —
Other payables  965  1 — — —

20 667  1 — — —
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36. Cash flows 

(a) Reconciliation of cash 

For the purpose of the Cash Flow Statement, the government considers cash to include cash on hand, 
in banks and investments in money market instruments.  Cash at the end of the reporting period as 
shown in the Cash Flow Statement is reconciled to the related items in the balance sheet as follows: 

 2008 
$m 

2007
$m 

Cash on hand
Cash from: 
Public financial corporations  7  11
other sectors  189  293

 196  304
Deposits at call from:
Public financial corporations  152  82
other sectors  109  58

 261  140
Total cash on hand  457  444

The above figures are reconciled to cash at the end of the financial year as shown in 
the Cash Flow Statement as follows:
balances as above  457  444
less bank overdrafts (refer Note 29) — —
Balances per Cash Flow Statement  457  444

 

(b) Non-cash financing and investing activities 

There were no material non-cash financing and investing activities entered into during the reporting 
period. 
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 2008 
$m 

2007
$m 

(c)  Reconciliation of net cash used in operating activities  
 to net result 

Net surplus -1 229 1 191

Non-cash items in net surplus
Depreciation and amortisation  802  765
Assets received free of charge - 76 - 76
Loss on revaluation of property, plant and equipment — —
Gain on sale of property, plant and equipment - 54 - 34
Net loss/gain on sale of investments  81 - 546
Net loss/gain on revaluation of investments 1 816 - 129
Loss on write-off of assets  22  25
Loss on write-down of assets  6  13
Loss on revaluation of financial assets and liabilities  8  9
Loss on foreign currency exchange differences  1  1
Other revaluation increments -1 451 - 28

1 155 —

Movements in assets and liabilities
(–Increase) / decrease in inventories - 82 - 91
Increase / (-decrease) in employee benefits: unfunded superannuation 1 394 -1 071
Increase in employee benefits: other  179  97
Change in other assets and liabilities  329  149

1 820 - 916

Less: public financial corporation operating activities cash flows  311 -1 414

Net cash provided by operating activities 1 435 1 689
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(d) Reconciliation of net cash flows from public financial corporations 

2008 2007
inflows inflows

(-outflows) (-outflows)
$m $m

Cash flows from operating activities
Receipts:
Regulatory fees 1 007  951
Interest received 1 193 1 046
Dividends received  23  639
Charges for goods and services  33 —
GST reimbursed  3 —
Other receipts  73  99
Cash generated from operating activities 2 332 2 735

Payments:
Interest and other finance costs paid - 900 - 708
Supplies and services - 220 - 129
Employee benefits payments - 157 - 451
Income / capital and redemption related workers compensation payments - 355 - 301
Worker’s medical and rehabilitation costs - 114 - 95
GST payments — - 2
Other payments - 275 -2 463
Cash used in operating activities -2 021 -4 149
Net cash (-outflows) / inflows from operating activities  311 -1 414

Cash flows from investing activities
Receipts:
Proceeds from sale/ maturing debt securities 1 619 1 583
Advances repaid  324  181
Sale of property, plant and equipment  10  17
Cash generated from investing activities 1 953 1 781

Payments:
Purchase of investment securities -2 479 - 865
Net increase in customer loans - 293 - 360
Property, plant and equipment - 36 - 92
Cash used in investing activities -2 808 -1 317
Net cash inflows (–outflows) from investing activities - 855  464

Cash flows from financing activities
Net increase / (-decrease) in deposits 1 322  184
Repayment of other borrowing - 757  550
Net cash inflows (–outflows) from financing activities  565  734

Net cash inflows (–outflows) from public financial corporations  21 - 216
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 2008 
$m 

2007
$m 

37. Aged commitments 

 

(a) Aged commitments – capital
At the reporting date, the Government had entered into contracts for the following 
capital expenditures.  These obligations have not been recognised as liabilities due for 
payment:
not longer than one year  491  489
longer than one year but not longer than five years  236  184
longer than five years  18  2
Total aged commitments - capital  745  675

(b) Aged commitments – operating
At the reporting date, the Government had entered into contracts for the following other 
expenditures.  These obligations have not been recognised as liabilities due for 
payment:
not longer than one year  682  563
longer than one year but not longer than five years  923  626
longer than five years  147  200
Total aged commitments - operating 1 752 1 389

Total aged commitments 2 497 2 064

The major aged commitments relate to the following agencies:
Department of Transport, Energy and Infrastructure 1 239  925
South Australian Water Corporation  339  416
Incorporated Health Services  142  100
Defence SA  140 —
Department of Health  132  152
Department of Water, Land and Biodiversity Conservation 99  49
Department of the Premier and Cabinet  46  46
South Australian Housing Trust  40  58
Department of Primary Industries and Resources  23  17
Attorney General's Department  23  37
Department of Correctional Services  22  26
Land Management Corporation  16  84
South Australian Motor Sport Board  15  21
Other Agencies  221  133

2 497 2 064
S h A li W C i 363

Discussion of major aged commitments: 

Department for Transport, Energy and Infrastructure: The department has entered into a number 
of contracts with service providers of metropolitan and country transport services.  The department 
also has commitments for aggregate capital expenditure predominately on construction projects 
relating to road networks. 

SA Water Corporation: Expenditure commitments exist pursuant to the contract to operate, manage 
and maintain the Adelaide metropolitan water and waste water treatment plants.  The costs for the 
commitments include the service charge payable to United Water International Pty Ltd and the costs 
incurred by United Water International Pty Ltd in performing services, which are reimbursed by the 
Corporation.  The costs are reported for the total period of the contract and include an estimate for 
escalation charges. 
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Incorporated Health Services:  Operating expenditure is predominately for the payment for contracts 
in Central Northern Adelaide Health Service of $61 million, payment for contracts in the Children's, 
Youth and Women's Health Service of $21 million and a minimum service payment to private 
hospitals from Southern Adelaide Health Service of $50 million. Capital expenditure is for land and 
improvements and plant and equipment of $1 million. 

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

Department of Health:  As at 30 June 2008 the department had operating expenditure commitments 
of $119 million.  Included in the other expenditure commitments is $11.3 million (2007 
$12.7 million), which is the GST component of the Other expenditure commitments.   The department 
also has commitments to provide funding to various non-government organisations in accordance with 
negotiated service agreements.  The value of these commitments as at 30 June 2008 has not been 
quantified. 
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 2008 
$m 

2007
$m 

38. Finance lease liabilities 

Finance lease liabilities
At the reporting date, the Government had the following obligations under finance 
leases (the total obligation net of future lease finance charges has been recognised as 
a liability in the balance sheet):
not longer than one year  27  28
longer than one year but not longer than five years  103  102
longer than five years  262  279
Minimum lease payments  392  409
deduct future finance charges  214  224
Total  finance lease liabilities  178  185

The finance leases are reported in the balance sheet, classified as:
current (refer Note 29)  7  12
non-current (refer Note 29)  171  173

 178  185

The major finance lease obligations relate to the following agencies:
South Australian Water Corporation  124  126
Incorporated Health Services  52  54
Other  2  5

 178  185

 

Discussion of finance lease obligations: 

SA Water Corporation: Future finance lease payments are amounts contracted with private sector 
providers to construct, own and operate water and wastewater treatment facilities. The leases comprise 
a base amount plus an incremental contingent rental. Contingent rentals are based on the consumer 
price and related indexes. 

Incorporated Health Services: Future finance lease payment obligations relating to the lease of 
buildings and improvements, as well as plant and equipment. The lease obligations primarily relate to 
periods beyond 1 year.  
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 2008 
$m 

2007
$m 

39. Operating lease obligations 

At the reporting date, the Government had the following obligations under non-
cancellable operating leases (these obligations have not been recognised as 
liabilities):
not longer than one year  183  144
longer than one year but not longer than five years  427  340
longer than five years  345  326
Total operating lease obligations  955  810

The major operating lease obligations relate to the following agencies:
Department of Transport, Energy and Infrastructure  353  280
South Australia Police  186  133
SA Water  137  116
Department of Families and Communities  89  37
Motor Accident Commission  84  73
Department of Treasury and Finance  33 —
Incorporated Health Services  25  16
Courts Administration Authority  2  43
Department for Environment and Heritage —  23
Other Agencies  46  89

 955  810

Discussion of major operating lease obligations: 

Department for Transport, Energy and Infrastructure:  The department’s operating leases are for 
motor vehicles, accommodation, office equipment and some items of plant and equipment. 
Commercial accommodation leases are non-cancellable with terms ranging from one to ten years. 
Rental is payable in advance with no contingent rental provisions. Residential accommodation leases 
are cancellable with varying terms and have no option to renew. Motor vehicle leases are cancellable, 
rentals are paid monthly in arrears and no contingent rentals provisions exist within the agreement. 
Motor vehicle lease terms may be for three years (or 60 000 kms, whichever comes first) or five years 
(or 100 000 kms, whichever comes first). Photocopier leases are non-cancellable with terms of four 
years, with rentals paid monthly. 

South Australia Police:  Operating lease payment obligations relate to the non-cancellable property 
and vehicle rentals payable in advance. Contingent rental provisions within the lease agreements 
require minimum lease payments to be increased periodically and generally in line with Consumer 
Price Index movements and market conditions.  Options exist to renew property leases at the end of 
the term of the leases.  Operating lease commitments include commitments for Public Private 
Partnership leases related to SAPOL occupancies only. 

SA Water.  The operating lease commitments relate to property leases which are non cancellable 
leases. The rental is payable monthly with reviews indexed every two years. These bi annual reviews 
alternate between CPI indexation and Market Value. Options exist to renew the leases at the end of the 
term of the leases.The Corporation has an operating lease commitment for the relocation of 
accommodation effective from 2008-09 which is non cancellable and expires after 15 years with a 
renegotiation in year 10. The lease has escalation clauses and no purchase options. 
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40. Contingent assets and contingent liabilities 

At the reporting date, the government had the following liabilities, or possible liabilities, that have not 
been recognised in the Balance Sheet because they have been assessed as being not likely to give rise 
to a future sacrifice of economic benefits or they cannot be measured reliably or the existence of a 
liability will be confirmed only by the occurrence or non-occurrence of one or more uncertain future 
events not wholly within the control of the government. 

(a) Contingent Assets 

A contingent assets is a possible asset that arises from past events and whose existence will be 
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly 
within the control of the entity.  These can be classified into either quantifiable, where the potential 
economic benefit is known, or non-quantifiable.  

No material quantifiable contingent assets have been reported. 

(b) Contingent Liabilities 

A contingent liability is: 

• a possible obligation that arises from past events where and whose existence will be confirmed 
only be the occurrence or non-occurrence of one or more uncertain future events not wholly within 
the control of the entity; or  

• a present obligation that arises from past events but is not recognized because: 

– it is not probable that an outflow of resources embodying economic benefits will be required 
to settle the obligation; or  

– the amount of the obligation cannot be measured with sufficient reliability. 

Contingent liabilities are also classified as either quantifiable or non-quantifiable. 

(i) Quantifiable contingent liabilities: Generic guarantee of government businesses’ 
liabilities  

The Treasurer generally explicitly guarantees the liabilities of government businesses under the 
enabling legislation for each of the entities.  The Public Corporations Act 1993 provides that the 
Treasurer guarantees all liabilities of public corporations.  As at 30 June 2008, total liabilities, net of 
superannuation, of the public financial corporations sector (PFC) were $12.66 billion ($13.07 billion) 
and total liabilities of the public non-financial corporations sector (PNFC) were $4.27 billion 
($4.10 billion). 
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 2008 
$m 

2007
$m 

ii) Quantifiable contingent liabilities 

Guarantees:
  Treasurer’s guarantee re — LGFA guarantees  449  450
  Treasurer’s guarantee re — Osborne Cogeneration Pty Ltd  200  200
  Other guarantees  8  44
Total guarantees  657  694
Indemnities / Legal  11  12
Other contingent liabilities  7  20
Total quantifiable contingent liabilities  675  726

 

Discussion of quantifiable contingent liabilities:  

Treasurer’s guarantee of Local Government Finance Authority loans and other liabilities 

Pursuant to the Local Government Finance Authority Act 1983, liabilities incurred or assumed by the 
Local Government Finance Authority (LGFA) are guaranteed by the Treasurer.  These liabilities 
include bank loans, loans provided by the South Australian Government Financing Authority and 
other liabilities including deposits or loans from councils and prescribed local government bodies. 

The total value of loans and liabilities as at 30 June 2008 was $433.5 million ($424.4 million) 

The LGFA has also issued a financial guarantee on behalf of the Workers Compensation Scheme of 
the Local Government Association of South Australia in favour of WorkCover.  The guarantee is fully 
secured against depositor funds held, the value of which will not be less than the value of any liability 
that might be incurred. 

As at 30 June 2008, the amount of the liability was $16 million ($15.6 million) 

Osborne Cogeneration Pty Ltd: In 1996, the then ETSA Corporation entered into arrangements with 
Osborne Cogeneration Pty Ltd (OCPL) for the generation of electricity at the Osborne Generation 
Plant.  As part of these arrangements, ETSA Corporation entered into a Power Purchase Agreement 
and a Gas Sale Agreement with OCPL requiring ETSA Corporation, in general terms to purchase 
prescribed amounts of electricity from OCPL and to sell prescribed amounts of gas to OCPL for the 
respective terms of those agreements. 

Over the life of the Power Purchase Agreement and Gas Sale Agreement (Osborne Arrangements) it 
was estimated that ETSA Corporation would incur losses representing, in general terms, the difference 
between: 

• the contracted purchase price under the Power Purchase Agreement and forecast pool prices in the 
electricity market; and 

• the contracted sale price under the Gas Sale Agreement and the wholesale price for gas available 
in the market to ETSA Corporation to comply with its gas supply commitments. 

The Osborne Arrangements, and the underlying exposures, were subsequently transferred to Flinders 
Power Pty Ltd  (Flinders Power).  When NRG Energy Inc purchased the operations of Flinders Power 
as part of the then government’s program for privatisation of the state’s electricity assets, the Osborne 
Arrangements (together with the underlying exposures) were transferred to NRG Energy Inc’s 
subsidiary Flinders Osborne Trading Pty Ltd (FOT). 
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As part of the privatisation of the operations of Flinders Power (Flinders Operations), the Treasurer 
provided a guarantee to OCPL in respect of the obligations of FOT under the Osborne Arrangements 
(Treasurer’s Guarantee).  In turn NRG Energy Inc indemnified the Treasurer if the Treasurer’s 
Guarantee was called upon by OCPL (NRG Indemnity). 

In August 2006, NRG Energy sold the Flinders Operations to Babcock & Brown Power, a listed 
investment fund.  The sale of the Flinders Operations to Babcock & Brown Power included the 
contracts under the Osborne Arrangements. The NRG Indemnity is now provided by Babcock & 
Brown International Pty Ltd, a subsidiary of Babcock & Brown Ltd. 

(iii) Discussion of major non-quantifiable contingent liabilities 

The possibility of an outflow of resources embodying economic benefits, for the following cases, is 
considered to be remote- 

Generation Lessor Corporation:  Japanese cross border lease terminated.  

In the unlikely event that GLC defaults under the Torrens Island Generating Plant leases, Synergen 
Generating Unit Lease, Northern and Playford Generating Unit Leases, the Leigh Creek Township 
Lease and the Leigh Creek Railway Sub-Lease, with respect to limited specified undertakings 
resulting in the lessees termination of any of these leases by the lessees, GLC will be required to 
refund the net present value portion (as at the termination date) of the post termination date rent 
obligations that was prepaid by the relevant lessee.  The likelihood of these defaults occurring is 
considered highly remote. 

The rent refund under the above leases as at 30 June 2008 is $539.2 million ($472.2 million) 

Distribution Lessor Corporation:  In the unlikely event that Distribution Lessor Corporation (DLC) 
defaults under the Distribution Network Lease with respect to limited specified undertakings resulting 
in the termination of the lease by the lessor, DLC will be required to refund the net present value 
portion (as at the termination date) of the post termination date rent obligations that was prepaid by the 
lessee.  The likelihood of these defaults occurring is considered highly remote. 

Under the terms of the distribution network leases, the lessee can elect to own new assets constructed 
during the term of the lease which qualify as ‘qualifying projects’ or ‘geographical extensions’ as well 
as land on which those assets are located. 

The lessee is also entitled to terminate the Distribution Network Lease, and obtain a partial refund of 
prepaid rent, where there is the destruction or permanent incapacity of at least 65 per cent of the power 
lines making up the distribution network as a result of an uninsurable event such as war, terrorism or 
the release of nuclear ionisation.  The likelihood of this occurring is considered highly remote. 

Qualifying projects are a discrete replacement, modification, alteration, addition or renewal to the 
network which is outside the ordinary course of maintenance, modification, alteration or renewal and, 
at the time effected, cost greater than a qualifying threshold of $2 million indexed in accordance with 
the lease documentation.  Geographical extensions are extensions beyond the outer extremities of the 
distribution network as at the commencement date of the lease.  At the expiry of the lease, qualifying 
projects will be automatically transferred and vested in DLC or a body nominated by DLC for a price 
equal to the regulatory value of the qualifying projects as at the lease end date.  Geographical 
extensions receive the same treatment if DLC so elects, but not otherwise. 

It is not possible at this time to quantify the value of DLC’s obligation to require qualifying projects 
on termination. 

The rent refund as at 30 June 2008 is $3 billion ($3 billion) no change. 
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Transmission Lessor Corporation: Transmission Lessor Corporation (TLC) has guaranteed certain 
payments and other obligations to third parties in relation to a leasing arrangement in respect of the 
transmission network.  As part of these arrangements, TLC has provided limited indemnities to third 
parties. 

In the unlikely event that TLC defaults under the Transmission Network Lease with respect to limited 
specified undertakings resulting in the termination of the lease by the lessor, TLC will be required to 
refund the net present value portion (as at the termination date) of the post termination date rent 
obligations that was prepaid by the lessee.  The likelihood of these defaults occurring is considered 
highly remote.   

The rent refund as at 30 June 2008 is $577.4 million ($613.7 million) 

Alice Springs to Darwin Railway:  The AustralAsia Railway Corporation (the Corporation), the 
Northern Territory (NT) and South Australian (SA) Governments and Asia Pacific Transport Pty Ltd 
have entered into a concession arrangement for the design, construction, operation and maintenance of 
the Alice Springs to Darwin Railway on a build, own, operate, transfer-back basis. 

Both the SA and NT Governments guarantee the obligations of the Corporation.  This guarantee is a 
joint guarantee, but SA and NT each accept responsibility for breach of an indemnity that is caused by 
its act or omission.  Where the event giving rise to a Corporation obligation is solely caused by one 
jurisdiction, that jurisdiction accepts sole responsibility.  If both the SA and NT caused the event, then 
each accepts responsibility to the extent to which it caused the event. 

For other Corporation obligations, SA and NT accept liability for events occurring within the 
geographical area of its jurisdiction.  Principally, the Corporation has granted indemnities to ensure 
that title to the railway corridor is secure for the construction and operation of the railway 
infrastructure.  These indemnities cover risks related to native title claims, undisclosed interests in the 
corridor, environmental contamination, heritage and sacred sites, and environmental assessment 
processes. 

The project documents provide for the early termination of the concession arrangement by Asia 
Pacific Transport Pty Ltd.  In certain circumstances that would give rise to the payment of an early 
termination amount.  The amount includes all debt and debt break costs for the project, certain agreed 
break costs for the project, certain agreed break costs for third party contractors and payments to 
equity.  For all these events the cure is within the control of either the Corporation or the governments. 

While the Department of the Premier and Cabinet is not signatory to these arrangements, the 
Government of South Australia has assigned responsibility for these arrangements to the department.  
If a subsequent event were triggered such that the Government of South Australia had to honour a 
commitment under the agreement, the Government of South Australia would have to fund that 
commitment and the payment would be made through the department.  

The prospect of any one of these contingent liabilities arising is considered to be extremely remote. 
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41. Events after balance date 

Murray-Darling Basin Commission 

South Australia’s interest in the Murray-Darling Basin Commission (MDBC) is equity accounted as a 
joint venture entity. 

On 26 March 2008, the Commonwealth and the Basin States — South Australia, New South Wales, 
Victoria, Queensland and the Australian Capital Territory — signed a Memorandum of Understanding 
for Murray-Darling Basin Reform. An Intergovernmental Agreement, setting out the arrangements for 
implementing this Memorandum of Understanding, was signed at the Council of Australian 
Governments meeting on 3 July 2008. 

The Murray-Darling Basin Authority (MDBA) was created by the Water Act 2007.  On 
15 December 2008, the functions previously undertaken by the MDBC were absorbed by the MDBA 
and the existing MDBC dissolved, with a new Ministerial Council, Basin Officials Committee and 
Basin Community Committee established for the MDBA. 

Work regarding transition arrangements for MDBC/MDBA assets and liabilities continues in relation 
to the nature of each jurisdiction’s interests. The final accounting implications resulting from this 
event are still to be confirmed. 

South Australia is not aware of any other circumstances that have arisen, or information that has 
become available, since 30 June 2008 in relation to the MDBC/MDBA that qualifies for inclusion as a 
post balance date event. 

Health Care Act 2008 

The Health Care Act 2008 (the Act) was proclaimed on 1 July 2008 and repealed the South Australian 
Health Commission Act 1976 and the Hospitals Act 1934. The Act aims to create a unified, single 
public health system, with improved state-wide coordination and integration of public health services. 
The Act gives the department direct responsibility and accountability for managing South Australia’s 
public health system not just responsibility for funding it. 

While the metropolitan health regions will continue to exist, Chief Executive Officers report directly 
to the Chief Executive of the department, rather than to individual/separate Boards. In addition, the 
South Australian Ambulance Service has been transferred to the department as an identifiable agency 
with its own Chief Executive Officer. 

Country Health SA is incorporated as a hospital under the Act. All of the country hospitals which were 
previously separately incorporated are now part of the Country Health SA Incorporated Hospital. 
Consistent with the metropolitan regions, Country Health SA does not have a board of management, 
instead it has a Chief Executive Officer who reports directly to the Chief Executive of the department. 
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Notes to and forming part of the financial report for the year ended 30 June 2008 

42. Details of controlled entities 

For the 2007-08 financial year the entities listed below are controlled by the government and their 
income, expenses, assets, liabilities and equity have been included in the consolidated financial report. 
Some of these entities control other entities, in which case the consolidated accounts include the 
entity’s consolidated financial information: 

Organisation Name 

General 
Government 
Sector 

Public 
Non-Financial 
Corporations 
Sector 

Public 
Financial 
Corporations
Sector 

Adelaide Cemeteries Authority..................................................  *  

Adelaide Convention Centre Corporation..................................  *  

Adelaide Entertainments Corporation  
(trading as Adelaide Entertainment Centre)...............................

 *  

Adelaide Festival Centre Trust...................................................  *  

Adelaide Festival Corporation ................................................... *   

Adelaide Film Festival............................................................... *   

Adelaide and Mount Lofty Ranges Natural Resources  
Management Board....................................................................

*   

Alinytjara Wilurara Natural Resources Management Board ..... *   

Art Gallery Board, The .............................................................. *   

Attorney-General’s Department................................................. *   

Auditor-General’s Department................................................... *   

Australian Children’s Performing Arts Company  
(trading as Windmill Performing Arts) ......................................

*   

Bio Innovation SA ..................................................................... *   

Carrick Hill Trust ....................................................................... *   

Correctional Services, Department for....................................... *   

Courts Administration Authority................................................ *   

Dairy Authority of South Australia ............................................ *   

Defence SA ............................................................................... *   

Distribution Lessor Corporation ................................................  *  

Education Adelaide .................................................................... *   

Education and Children’s Services, Department of ................... *   

Electricity Supply Industry Planning Council ........................... *   

Environment and Heritage, Department for............................... *   

Environment Protection Authority............................................. *   

Essential Services Commission of SA....................................... *   

Eyre Peninsula Natural Resources Management Board............. *   

Families and Communities, Department for .............................. *   

Further Education, Employment, Science and Technology, 
Department of ............................................................................

*   

Generation Lessor Corporation..................................................  *  

Government Schools.................................................................. *   
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Notes to and forming part of the financial report for the year ended 30 June 2008 

Organisation Name 

General 
Government 
Sector 

Public 
Non-Financial 
Corporations 
Sector 

Public 
Financial 
Corporations
Sector 

Health, Department of................................................................ *   

History Trust of South Australia ................................................ *   

HomeStart Finance ....................................................................   * 

House of Assembly .................................................................... *   

Incorporated Health Services..................................................... *   

Independent Gambling Authority .............................................. *   

Joint Parliamentary Services...................................................... *   

Justice, Department of ............................................................... *   

Kangaroo Island Natural Resources Management Board .......... *   

Land Management Corporation .................................................  *  

Legislative Council .................................................................... *   

Libraries Board of South Australia ............................................ *   

Lotteries Commission of South Australia (trading as SA 
Lotteries).... ...............................................................................

 *  

Motor Accident Commission .....................................................   * 

Museum Board........................................................................... *   

Natural Gas Authority of South Australia ..................................  *  

Northern and Yorke Natural Resources Management Board ..... *   

Outback Areas Community Development Trust ........................ *   

Playford Centre .......................................................................... *   

Premier and Cabinet, Department of the.................................... *   

Primary Industries and Resources, Department of..................... *   

Public Trustee ...........................................................................  *  

RESI Corporation ......................................................................  *  

Senior Secondary Assessment Board of South Australia........... *   

South Australia Police (also known as South Australian 
Police Department, SAPOL)......................................................

*   

South Australian Ambulance Service......................................... *   

South Australian Arid Lands Natural Resources Management 
Board.……….............................................................................

*   

South Australian Asset Management Corporation .....................   * 

South Australian Centre for Trauma and Injury Recovery 
Incorporated (trading as TRACsa).............................................

*   

South Australian Country Arts Trust.......................................... *   

South Australian Country Fire Service ...................................... *   

South Australian Film Corporation............................................ *   

South Australian Fire and Emergency Services Commission 
(trading as SAFECOM) .............................................................

*   

South Australian Forestry Corporation (trading as 
Forestry SA)...............................................................................

 *  

South Australian Government Employee Residential 
Properties ... ...............................................................................

 *  

   
71



Notes to and forming part of the financial report for the year ended 30 June 2008 

Organisation Name 

General 
Government 
Sector 

Public 
Non-Financial 
Corporations 
Sector 

Public 
Financial 
Corporations
Sector 

South Australian Government Financing Authority  
(trading as SAFA) ......................................................................

  * 

South Australian Housing Trust .................................................  *  

South Australian Local Government Grants Commission ......... *   

South Australian Metropolitan Fire Service............................... *   

South Australian Motor Sport Board .........................................  *  

South Australian Murray Darling Basin Natural Resources 
Management Board....................................................................

*   

South Australian State Emergency Service (trading as SES)..... *   

South Australian Tourism Commission ..................................... *   

South Australian Water Corporation (trading as SA Water).......  *  

South East Natural Resources Management Board ................... *   

South Eastern Water Conservation and Drainage Board............ *   

State Electoral Office ................................................................. *   

State Governor’s Establishment................................................. *   

State Opera of South Australia................................................... *   

State Procurement Board ........................................................... *   

State Theatre Company of South Australia................................ *   

Superannuation Funds Management Corporation of South 
Australia (trading as Funds SA).................................................

  * 

Trade and Economic Development, Department of................... *   

TransAdelaide ............................................................................  *  

Transmission Lessor Corporation ..............................................  *  

Transport, Energy and Infrastructure, Department for............... *   

Treasury and Finance, Department of........................................ *   

Venture Capital Board, Office of the ......................................... *   

Venue Management, Office of ................................................... *   

Water, Land and Biodiversity Conservation, Department of ..... *   

West Beach Trust (trading as Adelaide Shores) .........................  *  

WorkCover Corporation of South Australia...............................   * 

Zero Waste SA, Office of........................................................... *   
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Notes to and forming part of the financial report for the year ended 30 June 2008 

 

Organisation Name 

General 
Government 
Sector 

Public 
Non-Financial 
Corporations 
Sector 

Financial 
Corporations
Sector 

Changes to controlled entities / reporting structures since  
the previous Consolidated Financial Report: 

New Entities:    

Defence SA  ...............................................................................
Established 23 August 2007, effective 1 September 2007 

*   

    

Dissolved Entities:    

Port Adelaide Maritime Corporation .........................................
Abolished 30 August 2007, effective 1 September 2007. 

*   

2007 World Police and Fire Games Corporation  
Pursuant to the organisation’s charter the entity was officially 
dissolved effective 31 December 2007. 

*   

Aboriginal Housing Authority (AHA) and South Australian 
Community Housing Authority (SACHA)   
The Statutes Amendment (Affordable Housing) Act was 
enacted on 1 July 2007, consolidating the AHA (a public non-
financial corporation) and SACHA (a public financial 
corporation) in with South Australian Housing Trust SAHT (a 
public financial corporation). 

 *  

Incorporated Disability Services dissolved effective 
1 July 2007 

*   

    

Future Changes of Significance:    

Planning SA...............................................................................

On 26 June 2008 it was announced that Planning SA is to be 
established as an administrative unit of the Public Service, 
effective 01 July 2008. 

*   

Office of the Venture Capital Board will be dissolved 
effective from 01 July 2008. 

*   
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STATEMENT BY THE TREASURER 
AND UNDER TREASURER
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Statement 

 

 

The Whole of Government Consolidated Financial Report (‘the consolidated financial report’) for the 
year ended 30 June 2008 for the State of South Australia has been prepared by the Department of 
Treasury and Finance through the consolidation of audited financial information provided by South 
Australian public sector controlled reporting entities. 

In our opinion, the consolidated financial report set out on pages 9 to 72: 

• has been prepared in accordance with Australian Accounting Standards, in particular AAS 31 
Financial Reporting by Governments, applicable Australian Accounting Standards, Treasurer’s 
Instructions, Accounting Policy Frameworks and the Public Finance and Audit Act 1987, as 
amended; 

• presents fairly the equity and financial position of the Government of South Australia as at 
30 June 2008 and the results of its operations and its cash flows for the year then ended. 

 

 

 

 

 

 

 

(signed) 
Kevin Foley  
Treasurer 
 
24 / 12 / 2008 

 

 

 

(signed) 
Jim Wright  
Under Treasurer 
 
17  / 12 / 2008 
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STATEMENT AND COMMENTARY  
BY THE AUDITOR-GENERAL 
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Government of South Australia 

Auditor-General’s Department 

 9th Floor 

 State Administration Centre 

Ref: A08/314 200 Victoria Square 

 Adelaide SA 5000 

 
7 January 2009 DX 56208 

 Victoria Square 

 Tel   +618 8226 9640 

Mr J Wright Fax   +618 8226 9688 

Under-Treasurer ABN: 53 327 061 410 

Department of Treasury and Finance audgensa@audit.sa.gov.au

Level 8, State Administration Centre www.audit.sa.gov.au

200 Victoria Square  
ADELAIDE SA 5000  
 

Dear Mr Wright, 

 

CONSOLIDATED FINANCIAL REPORT 
YEAR ENDED 30 JUNE 2008 

The audit of the South Australian Consolidated Financial Report for the year ended 30 June 2008 
has recently been completed. 

Background 

The basis for preparation of the Consolidated Financial Report is the Australian Accounting 
Standard AAS31 Financial Reporting by Governments. 

The Consolidated Financial Report is an essential component of the varied information presented on 
the State’s finances and financial position and is useful to management, governing bodies and 
other users for making and evaluating decisions about the allocation of resources.  Users are not 
able to obtain this overview by analysing all of the individual financial reports of the many entities 
which the government controls. 

Audit Mandate and Auditor’s Report 

As previously reported to you and the Parliament there is at present no requirement under the 
Public Finance and Audit Act 1987 or other legislation to provide an independent auditor’s report on 
the preparation of the Consolidated Financial Report.  Until relevant legislative provisions are 
passed in relation to the audit of the Consolidated Financial Report, I am unable to issue a formal 
independent auditor’s report containing an audit opinion. 

Notwithstanding the absence of a mandate to issue a formal auditor’s report in respect of such 
information, I consider it both valuable and within the ambit of wider public expectation that such 
financial information should be subject to some form of independent review regarding its credibility 
and validity.  As a result, Audit has undertaken sufficient work to provide the following 
observations in respect to the Consolidated Financial Report for the year ended 30 June 2008. 
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Scope of Audit 

The Consolidated Financial Report comprises: 

• a Consolidated Income Statement 

• a Consolidated Balance Sheet 

• a Consolidated Statement of Changes in Equity 

• a Consolidated Cash Flow Statement 

• Notes to the Financial Report 

• a Statement by the Treasurer and Under-Treasurer. 

The key features of the audit undertaken of the Consolidated Financial Report included a review of: 

• the principles adopted in the definition of the economic entity for Consolidated Financial 
Report purposes; 

• controls and procedures within the Department of Treasury and Finance (DTF) for evaluating 
the reliability and validity of data forwarded by agencies; 

• the adequacy and reliability of the Hyperion database as a medium for the preparation of the 
Consolidated Financial Report; 

• the preparation of the Consolidated Financial Report; and 

• compliance with appropriate legislation and accounting frameworks. 

The audit was conducted in accordance with Australian Auditing Standards to obtain reasonable 
assurance as to whether the Consolidated Financial Report was free of material misstatement. 

The audit procedures involved both an assessment of the controls operating over the preparation of 
the Consolidated Financial Report and an examination, on a test basis, of evidence supporting the 
amounts and other disclosures in the financial report.  This included an evaluation of accounting 
policies and significant accounting estimates made within the Consolidated Financial Report and 
compliance with Australian Accounting Standards (including the Australian Accounting 
Interpretations) and the Treasurer’s Instructions promulgated under the Public Finance and Audit 
Act 1987. 

Audit Findings and Comments 

The audit of the 2007-08 Consolidated Financial Report revealed a number of reporting matters 
that would need to be addressed in order to provide an unqualified independent auditor’s report 
should legislative changes require the Auditor-General to provide an audit opinion. 

The matters identified include: 

• completeness and accuracy of Consolidated Financial Report items; 

• inclusion of unaudited data; 

• matters relating to the cash flow statement. 
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The 2007-08 Consolidated Financial Report was submitted to Audit for verification on 17 October 
2008.  There remain some further opportunities for improvement which will facilitate promptly 
finalising the preparation and audit of the Consolidated Financial Report given the adoption of AASB 
1049 Whole of Government and General Government Sector Financial Reporting from 1 July 2008.   

These matters have been discussed with relevant officers in DTF and are set out in the attachment 
to this letter.   

Other Matters 

I would like to pass on my appreciation to your staff for the assistance provided to my officers 
during the conduct of the review.   

I trust that the matters raised will be of assistance to the continual improvement of the 
Consolidated Financial Report.  Should you wish to discuss any matter in relation to this letter, 
please contact Mr Andrew Richardson (8226 9660) and/or Mr Robbie Gallomarino (8226 9640) at 
your convenience. 

Your comments in relation to the matters in this letter would be appreciated by 23 January 2009.  

Yours sincerely 

 

(signed) 
S O’Neill 
AUDITOR-GENERAL 
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ATTACHMENT 

CONSOLIDATED FINANCIAL REPORT – AUDIT FINDINGS AND COMMENTS  

1. Matters that Would Cause Qualification to an Independent Auditor’s Report 

1.1. Completeness and Accuracy of Financial Statements 

Issues that arose during the audit of individual agency 2007-08 financial reports that 
impact on the completeness and accuracy of particular Consolidated Financial Report 
items include: 

• South Australian Forestry Corporation 

In relation to the Corporation’s forestry operations, a market based method of 
valuation was adopted for the non-current asset Growing Timber.  As a 
consequence the Independent Auditor’s Reports on the Corporation’s annual 
financial reports up to and including 2006-07 were qualified. 

During 2007-08, the Corporation satisfactorily addressed the main issues giving 
cause to the qualification. As a result, while the 2006-07 comparative figures for 
Growing Timber was subject to qualification, the qualification does not apply for 
the 2007-08 balance. 

• Department for Environment and Heritage 

The Statement of Administered Assets and Liabilities excludes Unallocated 
Crown Land, as the Department has not been able to formulate a suitable 
methodology for determining a reliable measure of the value of these holdings.  
In addition, limitations exist on the reliability of the base information used to 
determine the valuation of Property, Plant and Equipment of the Crown ($77 
million), as reported in the Statement of Administered Assets and Liabilities.  I 
qualified the Department’s financial report for 2007-08.  As a result I am unable 
to form an opinion of the impact of those matters on the Consolidated Financial 
Report for the year ended 30 June 2008. 

Please also note that the following agency Audit qualifications were deemed immaterial 
for Consolidated Financial Report purposes for the year ended 30 June 2008: 

• Local Government Finance Authority of South Australia 

• South Australian Motor Sport Board. 

1.2. Inclusion of Unaudited Data  

The preparation of the 2007-08 Consolidated Financial Report involved the up-
streaming of agency June 2008 general ledger balances.   

Up-streaming of agency data closed on 31 August 2008 and used unaudited data.  
Changes to submitted agency data could only occur after this date via journal requests 
authorised by agency chief finance officers.  Journals were requested mainly for: 

• material adjustments as a result of the subsequent agency audit process 

• account code mapping errors that cause incorrect reporting in Hyperion. 
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This process was designed to ensure that the agency data used in the preparation of 
the financial report did not vary materially to the audited agency annual financial 
statements. 

The Consolidated Financial Report captures health services (incorporated under the 
South Australian Health Commission Act 1976).  Many health services do not meet the 
DTF deadline for finalising financial statements.  Health service financial statements 
not finalised at the time of the audit include: 

• Central Northern Adelaide Health Service  

• Institute of Medical and Veterinary Science 

• Southern Adelaide Health Service 

• Children Youth and Women’s Health Service 

• Repatriation General Hospital 

• Country Health SA Inc 

In addition, the financial statements for the Department for Transport, Energy and 
Infrastructure were not finalised at the time of the audit. 

As a result, unaudited data was used in the preparation of the 2007-08 Consolidated 
Financial Report.  

1.3. Cash Flows 

1.3.1. Reporting on a Net Basis 

AASB 107 Cash Flow Statements requires cash flows from operating, investing 
and financing activities to be reported on a gross basis, except for certain 
specific cash flows. 

The following financing activity cash flow items have been presented on a net 
basis, contrary to AASB 107: 

• Net proceeds from deposits 

• Net decrease in borrowings 

1.3.2. Interest and Dividends 

AASB 107 requires cash flows from interest and dividends received and paid to 
be disclosed separately. 

Cash flows from interest and dividends received and/or paid are not reported 
separately in the Cash Flow Statement.  Instead these cash flows form part of 
finance costs. 

It is noted that appropriate reporting of interest and dividend cash flows has 
occurred for public financial institutions – refer note 36(d). 
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2. Quality Assurance Review 

It is important that DTF continue to identify mechanisms to facilitate prompt preparation and 
audit of the Consolidated Financial Report.  With the impending adoption of AASB 1049 Whole 
of Government and General Government Sector Financial Reporting, Audit believes it an 
appropriate juncture to consider the following points. 

2.1. Disclosure Requirements 

Ensure all mandatory disclosures have been made per the AASB and DTF reporting 
requirements prior to providing the Consolidated Financial Report to Audit for review.   

Audit review found that the credit risk disclosure required by AASB 7 Financial 
Instruments: Disclosures had not been included in the notes to the financial report, as 
it had been omitted from the up-streaming process.  Information for this disclosure 
was subsequently manually sourced for material client agencies in the 2007-08 Auditor 
General’s Report.  

Whilst the material balances were subsequently included, completeness of the 
information disclosed for the credit risk exposure could not be readily assessed for 
agencies not included in the 2007-08 Auditor General’s Report Audit Report.     

2.2. Mapping of Agency Balances in Hyperion 

Audit review of the Hyperion data supporting the Consolidated Financial Report noted 
variances in account code mappings to audited agency financial statements.  
Specifically, the following instances were noted: 

• Motor vehicles are disclosed in the DTF financial statements as Current Assets - 
Property Plant and Equipment. This balance has been mapped to Current Assets - 
Inventories in the Consolidated Financial Report.  The Consolidated Financial Report 
does not disclose the line item current assets – Property Plant and Equipment.  
Motor vehicles valued at $86 million are included in Inventories.  

Further, other mapping issues noted during the audit review included variances 
between SA Government and Non SA Government transactions.  

Audit suggests the mapping rules be reviewed to ensure the up-streamed agency data 
is recognised in an appropriate Hyperion account for consistency of presentation 
between the agency financial statements and the Consolidated Financial Report. 

2.3. Other   

Audit suggests DTF consider: 

• Reviewing the classification of other revenue/expenses.  Guidance to the DTF Model 
Accounts indicates that the classification of ‘other’ should not exceed 10 percent of 
the total to which it relates.  For example, other supplies and services represents 
67 percent of the total supplies and services expense. 

• obtaining and reconciling supporting documentation for non general ledger sourced 
Hyperion balances submitted by agencies, eg Incorporated Health Services, 
Government Schools, DTF Administered Items, and Treasurer’s Ledger. 

• improving quality control processes to ensure; 
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 the consistency of balances and cross references between statements and 
notes, including rounding errors  

 the totals and subtotals add throughout the statements and notes. 

Given the principles that are used to prepare the Consolidated Financial Report, a reasonable and 
practical target for completing and auditing would be by the end of November annually. 
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CONSOLIDATED  

FINANCIAL REPORT

Presented by the Honourable Kevin Foley MP

Deputy Premier and Treasurer of South Australia 

2007 08 

AS AT 30 JUNE 2008


