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Significant Items
General Government Sector and Total State Sector Accounts
The Total State Sector operating result was a surplus of $1 ,620m compared to
$1,937m in 1997-98. Both years' results were affected by the inclusion of abnormal
items.

p23

Net assets of the Total State Sector at 30 June 1999 totalled $78,470m, an increase of
$6,266m from 30 June 1998.

p33

For the General Government Sector (the Public Accounts), the operating result was a
surplus of $2,007m compared to $2,093m in 1997-98. Both years' results were
affected by abnormal items.

p23

The actual surplus of $2,007m was slightly better than the 1998-99 Budget forecast of
a $1,966m surplus. However the actual result included net abnormal income of $592m
not included in the budget estimates

p23

Net assets of the Public Accounts at 30 June 1999 totalled $37,164m, an increase of
$5,876m from 30 June 1998.

p33

Eight qualifications were required for one or other of these accounts. Three related to a
lack of information on material issues affecting the accounts. Four resulted from
differences with management about the accounting treatment adopted. The eighth
qualification applied to the previous year's accounts and arose from the High Court of
Australia decision in 1998 on the legality of some State taxes.

p13

Compliance with Fiscal Principles
Of the seven principles set out in the General Government Debt Elimination Act 1995
it is only possible to conclude at this time that one is definitely being achieved.

p15

There has been little progress in preparing the new financial management and
reporting legislation foreshadowed in the Treasury working paper 'Fundamental
Review of NSW Financial and Annual Reporting Legislation' of July 1998.

p43

Crown Entity
The Crown Entity reports on service-wide activities, assets and liabilities.

p49

As part of the Government's Superannuation Conversion Offer, the Crown Entity
borrowed an additional $3',261 m.

p50

The Crown superannuation liability was reduced by $704m as a result of taking up of
estimated unallocated amounts in contributors reserve accounts in the State
Superannuation Scheme and notionally distributing them to employer reserve
accounts.

p51

Statement of Budget Result
The budget result for 1998-99 based on Government Finance Statistics principles was
a deficit of $2,678m compared to the 1998-89 Budget forecast of a $45m surplus.
Excluding the $3,266m payment to fund the Superannuation Conversion Offer, the
result would have been a surplus of $588m.

p47
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Review of Ministerial Office Expenditure
No evidence wa found of inappropriate expenditure in these offices. Difficulties were
encountered in establishing that all expenditures were approved in advance of
commitments being made.

p6
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Introduction
This Report to Parliament is presented in
accordance with the Public Finance and Audit
Act 1983.
This Volume contains the detailed
commentary on the financial results of the
General Government Sector (the 'Public
Accounts') and the Total State Sector
foreshadowed in Volume Three of the
Auditor-General's Report to Parliament for
1999.
It also contains commentary on those
government agencies with balance dates after
30 June 1999, up to 30 September 1999 as
well as the findings of a review of whether
expenditure in Ministerial Offices complies
with legislative controls.
In 1995 Parliament enacted the General
Government Debt Elimination Act. The Act
established seven fiscal principles by which
the State's finances should be managed in
future.
One of these principles - that General
Government Sector net worth be maintained in
real terms - was clearly complied with in
1998-99.
Another- that Net Cost of Services and
budget outlays not grow in real terms - was
clearly not met, either in 1998-99 or over the
period of the Act to date.
It is doubtful that the principle requiring the
level of taxes to be restrained 'to the maximum
extent possible' has been met. Taxes increased
by 7.0% in real per capita terms in 1998-99.
It is also unclear if the 1998-99 result
complied with the principle requiring
achievement of the Act's short-term fiscal
target ('a sustainable surplus budget'). Both
the forecast surplus in the 1998-99 Budget and
the actual surplus for the year included
extremely buoyant taxation revenues.

If revenues cannot be maintained at this level,
then the 1998-99 surplus is overstated in a
sustainable sense. It may be that the extent of
overstatement exceeds the recorded surplus,
implying an underlying deficit. However, data
are not published in the Budget Papers or
elsewhere to determine the underlying budget
position.

A government does not need to propose
legislation to constrain its own fiscal
management actions. But if it does and
· Parliament enacts that legislation, that sets a
much higher standard against which its
achievements or failures can be judged.
As required by the Act, a clear statement
should be included in the 2000-01 Budget
Papers as to how the Government will return
to the principles.

In relation to the review of Ministerial Office
expenditures, it was often difficult to find
evidence that expenditures had been approved
in advance.
This advance approval - a requirement of the
Public Finance and Audit Act 1983 - is
designed to minimise the risk that any
proposed expenditure is inappropriate or
cannot be met within the budget allocation.
This requirement applies to all departmental
expenditures, not only in those Ministerial
Offices. It is possible that there is more
widespread non-adherence (or at least, lack of
evidence of adherence) across departments
generally.
This Review also found no evidence of any
inappropriate expenditures in Ministerial
Offices. Given problems revealed from past
audits in this area, this finding implies a
greater recognition of the need for vigilance by
Ministerial Office staff.

------------------------------------------------------------In"oduction
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Special Reviews
Ministerial Office Expenditure
Investment Powers of a Controlled Entity under the Public Authorities
(Financial Arrangements) Act 1987
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Ministerial Office Expenditure
BACKGROUND
In March 1999 all Ministers and Chief Executives of host agencies were notified of a review by the
Audit Office of the adequacy of documentation supporting payments made at the request of
Ministerial Offices. The audit scope was to consider all payments other than payroll related effected
from 1 October 1998 to 30 June 1999. In September that notification was extended to all Ministers
and host agencies newly appointed after the March 1999 election. Post-election Cabinet and portfolio
changes resulted in twenty-nine ministerial office/host agency arrangements operative during the
period, to service the twenty-one Ministers of the Crown .
The overall purpose of review was to determine whether host agency authorising and certifying
officers properly examine claims in accordance with the requirements of the Public Finance and
Audit Act 1983. The task followed earlier audit findings of Ministerial and Ministerial Office Travel
(Volume Three of the Auditor-General 's Report to Parliament for 1996) that documentation
supporting travel claims was often inadequate to demonstrate authenticity, and that host agencies were
unable to properly scrutinise claims and were averse to seeking the necessary additional information.
That report stated the intention of subsequent reappraisal.
To avoid duplicated effort, prior to and during the review, enquiries were made of Ministers' office
audits undertaken by the Premier's Department. In 1993 the Department adopted a policy of
conducting full office audits on a two-year cyclical basis. The Audit Office was unable to gain
assurance from departmental activity as the most recently completed (September 1998) broad scope
office review considered transactions to late 1997. Accordingly the Audit Office undertook reviews of
all Ministerial Office/host agency structures operative from October 1998 to June 1999.

AUDIT OBJECTIVES
The specific objectives of the review were to determine whether:

+

proper authorisation to incur expenditure from Ministerial Office budget allocations was given
in accordance with financial delegations and section 12 of the Public Finance and Audit Act
1983

•

appropriate certification was provided in relation to the supply of goods and services

+

the documentation supporting Ministerial Office requests for payment supplied to host agencies
was adequate to ensure the authenticity of claims and enable payment in compliance with
section 13 of the Act.

LEGISLATION
Section 12 of the Act requires prior authorisation be given by an officer acting within the limits of
conferred delegation before any commitment or obligation i~ created that requires a payment be made.
Premier's Memorandum 96-28 advised the Premier's consent to all Ministers giving written authority
to their Chief of Staff to incur expenditure of up to $2,000 in respect of day to day running of the
Ministerial Office. The memorandum also enabled Ministers to increase and broaden the office staff
delegation base with the Premier's consent. Above these, host agency delegations apply.

_____________________________________S
, pecwlReviews
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Trea urer' Directions 180.01 to 191.06 issued pursuant to the Act govern the examination,
ertifi ation and processing of claims. Essentially these require the assembly and attachment of all
ne e ary upporting documentation, including evidence and certification of the proper exercise of
e tion 12 authority, and other certifications relating to receipt of goods or services, charge rates,
calculation and costing accuracy, and funding availability.
Section 13 of the Act requires that an officer of an authority (ie the host agency in the case of
Mini terial Offices) shall not authorise the payment of an account unless approved for payment by a
person holding a section 12 delegation and the Treasurer's requirements are met. Those requirements
are set out in Treasurer' s Directions 200.01 to 200.09 and focus on control procedures designed to
ensure the authenticity of claims.
Not only is the submission of full supporting documentation essential to enable host agencies to
ensure the compliance and probity of Ministerial Office claims at the time of payment, but also to
ensure full records are officially archived. Any locally maintained documentation and knowledge is
generally not accessible once offices close, and risks loss with a change in government. In planning
the audit reviews, the Audit Office was informed of an unacceptable arrangement whereby
expenditure records of a former Minister were retained at the Minister's Office after payment. As this
was contrary to Treasurer' s Direction 232.01, requiring payment office retention, the then AuditorGeneral raised the matter in March 1999 with the Chief Executive of the host agency . All records
were recovered from the Minister's Office following closure in April 1999.

AUDIT FINDINGS
Authorisations to Incur Expenditure
The general conclusion, across Ministerial Offices, is that section 12 delegations are often not
properly exercised through the provision of formal authorisations to incur expenditure before
purchase commitments are made. As well, the limitations of financial delegations are not always
considered where the authorisations given relate to ongoing services, whether or not these are
sub cribed to under a formal agreement with a terminal or open date. This latter point may be
representative of a more widespread belief in the public sector that financial delegation limitations
apply on an individual invoicing basis, rather than to the total value of the full stream of payments the
authorisation generates. This may rest on a lack of clarity in the Treasurer's Directions.
Fostering these practices is a perception in some host agencies that a subsequent additional signature
of claim documents by sufficiently empowered agency delegates exonerates cases in which payments
exceed the section 12 expenditure authorisations of Ministerial Office staff.
There is common misunderstanding among Chiefs of Staff (or other delegated officers) that the
endorsement of claims or covering vouchers as 'approved for payment', as required by Treasurer's
Direction 180.01 (9), satisfies the section 12 requirement. But the very intent of section 12 that
authorisation be given before any expenditure commitment arises - precludes it being given on
documents received or created after the purchase has been effected. The format of the standard
voucher forms often used by host agencies encourages the misconception.
It would be naive to suggest that the failure to grasp the 'prior to purchase' requirement for section 12
authorisation is limited to Ministerial Offices. It probably occurs commonly across the public sector.
But so too does the likelihood that prior oral authorisations are given for most cost impacting
activities. Unless documented, existence of approvals might not be demonstrable.

Special Reviews _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ___
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The generally low limit of section ·12 delegations to Ministerial Office staff (in most cases a $2,000
delegation solely to the Chief of Staff) has implications for a significant number of period
arrangements that apply. Many of these relate to the continued provision of basic and essential
services from proprietary or government contract suppliers, or arranged by other agencies in
accordance with government policy (eg premises rental, Ministerial motor vehicle provision). The
section 12 authorisation in instances where there is no discretion might be considered perfunctory. In
most cases where Ministerial Offices organise their own period arrangements (for leasing of office
equipment, media monitoring subscriptions, press release distribution and faxing, personal and office
newspaper supplies, indoor plant hire and flower supply, etc) expenditure records and enquiries gave
no indication of the use of period orders or file approvals authorising payment streams. The usual
practice was for costs to be 'authorised' upon receipt of individual supplier claims, rather than
considered as a single commitment covering a period of time.
Host agencies were unable to readily provide details of future commitments for the provision of ongoing services, as they were largely unaware of contracts, agreements and arrangements in place.
Some of these undoubtedly continue arrangements made by parties no longer involved, and some
might involve minimum contract/agreement periods and periods of notice for cancellation. As
Ministerial Offices can close at short notice - particularly following elections - financial loss might
occur if current agreements and cancellation provisions are unknown.

Certification of Supply of Goods and Services
Appropriate certification of the supply of goods and services was formally provided for almost all
sampled transactions. In cases where not specifically provided (as required) confirmation was
received that it could be read into other certifications provided by Ministerial Office and departmental
liaison staff that claims were 'approved for payment'. It was stated to be a conscious consideration of
that process.
Samples yielded several instances where goods and services were acquired by host agencies and
charged to Ministerial Office funds without any indication of purchase knowledge by office staff. In
view of public interest in Ministerial Offices, it would be prudent for Chiefs of Staff to ensure these
transactions are reviewed. They should be readily identifiable from monthly expenditure reports host
agencies are required to supply, and offices are expected to check.

Adequacy of Payment Supporting Documentation
Aside from the lack of purchase authorising approvals, vouchers and claims were generally
accompanied by essential supporting documentation, including full original supplier invoices and
receipts. Some w.inor scope for expansion was possible and is advised where summary or duplicate
documentation is provided, particularly where the nature of expense merits explanation to avoid any
misconception of personal benefit.

Other Observations
Travel Matters

The review revealed good knowledge of conditions and adherence to policy relating to travel.
However it was again observed that travel approval forms (providing s12 authorisation) were rarely
supplied in conjunction with travelling claims, with the standard claim vouchers only allowing for
minimal disclosure of the travel purpose. Some significant delays (up to and exceeding 12 months)
were noted in payment of claims in certain offices, and the acquittal of travel advances and credit card
transactions.
C~aims for air. c~arter.s w~re seld?m accompanied by information providing assurance of compliance
With the Premier s gmdelmes destgned to show transparency and economy in arrangements.

----------------------------------------------------------SpecwlReviews
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Inter Office Comparisons
The re iew provided an opportunity to extract and compare some expenses and practices across
Mini terial Office . As might well be expected with Ministerial Offices needing to subscribe to
indi idual host agencies administrative and financial arrangements, some variations in procedures and
out ome were encountered. In some cases common policy would standardise practices. In others,
re ognition of the differences needs to be given when comparing periodic financial reports submitted
to the Premier for central oversight.
A particular area of significant and disparate costs related to the use of media monitoring and
fac imile distribution services. Media monitoring costs are often self generated (from the Minister's
O\ n media involvement), and there is a distinct probability of a degree of duplicated information
being obtained by Ministers and government agencies. Some Ministers use multipie monitoring
agencie in addition to the Premier's Department facility. No instances were noted in any office of
taking a prompt payment discount (2.5 per cent for payment within 7-14 days) offered by the major
media monitoring service provider, to which annualised payments for all Ministers approximated
$400 000.
A sample of transactions across offices provided no indication of inappropriate hospitality,
entertainment and staff welfare expense, with printing payments related to office needs.

CONCLUSIONS
The principal finding of the review is a lack of evidence of strict compliance with section 12 of the
Public Finance and Audit Act 1983. This was not unexpected and is probably not restricted to the
Ministerial Office/Host Agency situation.
If the value of the section 12 requirement is viewed solely as seeking to ensure that only appropriat~
expenses are incurred, the review shows this control exists, primarily through the strong interest taken
by most Chiefs of Staff in endorsing payment requests as 'approved for payment'. That process also
provides the opportunity for conscious consideration whether the documentation to be passed on to
the host agency completely assures probity and transparency in financial dealings.
However the section 12 requirement also exists to ensure the initial recording of expenditure
commitments (whether ongoing or not), and to ensure that proposed commitments can be
accommodated within budgetary provisions.
The present Review of NSW Financial and Annual Reporting Legislation seeks to place enhanced
focus on managing for petformance and results as opposed to specifying procedural administration
and requiring compliance. It is expected this will affect the existing section 12 prescription for the
manner in which goods and services are acquired, but not the budgetary implications that result.
Furthermore the proposed risk management and internal control approach of that Review strengthens
the present best practice in relation to internal audit by requiring mandatory establishment of an
effective internal audit function for all NSW Public Sector agencies. That has not been operative in
Ministerial Offices since late 1997.
The relevant transactions that support the foregoing comments, and other minor observations and
recommendations of the review, are to be referred to each Minister and Host Agency Chief Executive,
with composite reporting to the Premier's Department. It is responsible for policy and oversight of all
Ministerial Offices.

Special Reviews_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __
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Investment Powers of a Controlled Entity under the
Public Authorities (Financial Arrangements) Act 1987
Volume Two of the Auditor-General's Report to Parliament for 1999 included details of a Crown
Solicitor's advice regarding the investment powers under the Public Authorities (Financial
Arrangements) Act 1987 (PAPA) of controlled entities of statutory bodies (refer page 28 of that
Report).
Since that time, the Treasurer has advised the Auditor-General that:
. .. Treasury has created a PAFA Act Committee to review the administration of the Act and this is
one of a number of issues that they are currently considering. Such an issue cannot be considered
in isolation, as it will be affected by decisions made in a number of other areas .
It is considered that the issue arising from the Crown Solicitor' s opinion centres on ensuring that
the PAFA Act covers all controlled entities. Treasury shares your concerns that differential risk
management practices between a controlled entity and controlling entity could expose the State to
unacceptable business risks .
The Committee is currently discussing these issues, amongst others, with the Crown Solicitor and
the Parliamentary Counsel. Once a recommended course of action is determined, I will provide
you with further details.

The Audit Office will continue to monitor the progress of the Committee and report any significant
developments.

--------------------------------------------------------------------'SpecwlReviews
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The Treasurer's Public Accounts and the Total State
Sector Accounts
The Statement of the Budget Result
The Crown Entity
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The Treasurer's Public Accounts
and the Total State Sector Accounts
The Consolidated Financial Report of the Public Accounts and the Total State Sector Accounts play
an important role in discharging the Executive Government's accountability to the Parliament and the
community. These financial reports are prepared on an accrual basis and report on the financial
position and operations of the General Government Sector (the 'Public Accounts') and the Total State
Sector.
The Public Finance and Audit Act 1983 (the PF&A Act) requires that the Treasurer prepare the
annual financial report of the Public Accounts and the Total State Sector (the Accounts), and for these
to be audited by the Auditor-General. This financial report must be presented to Parliament each year
together with the Independent Audit Report. The disclosure requirements detailed in the PF&A Act
are enhanced by the requirement for compliance with Australian Accounting Standard AAS31
'Financial Reporting by Governments. ' The adoption of accrual accounting and whole-ofGovernment financial reporting by all state governments will enable comparisons to be made between
state governments based on audited financial reports.
The information contained in the audited financial report and the comments in this Volume should
provide Members of Parliament with a source of independent information which will assist them in
carrying out their role of questioning the executive government about the financial position and
operations of the State. This role of scrutiny by the Parliament of the public finances is a fundamental
feature of the Westminster system of parliamentary democracy.
This is the second year that the amended Act required the combined presentation of the Public
Accounts and the Total State Sector Accounts. The General Government Sector covers budget
dependent agencies that receive an appropriation in the annual Appropriation Act, as well as
commercial entities that operate outside normal market mechanisms. The Total State Sector includes
the General Government Sector, public trading enterprises and public financial enterprises.
The PF&A Act was amended during the year to require the tabling of the Accounts and the
Independent Audit Report by 30 November 1999. This was a month earlier than the legislated date for
the 1997-98 Accounts.

INDEPENDENT AUDIT REPORT
The Independent Audit Report on the combined presentation of the Accounts for the year ended 30
June 1999 was issued on 15 November 1999, some six weeks earlier than the previous year. The
Independent Audit Report on the Accounts included eight audit qualifications. Four of these
qualifications arose because of lack of adequate information, three were the result of disagreement
with agency management about accounting policies and one was the result of a ruling by the High
Court of Australia that the State had in the previous year levied certain licence fees unconstitutionally.
Following are details of the qualifications affecting both the Public Accounts and Total ·state Sector
Accounts:

+

The non-completion of the project to identify and value Crown Land.

+

The non-consolidation of the assets and liabilities of some FANMAC Trusts which are considered
to be controlled by the Home Purchase Assistance Authority.

_ _ _ _ _ _ _ _ _ _ _ _ _ _ The Treasurer's Public Accounts and the Total State Sector Accounts
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+

The r ognition as revenue of an amount of $704m which was an estimate of the amount to be
di tributed to employers reserves of the State Superannuation Scheme, even though the
allocation and approval process had not been completed as required by the Superannuation Act
1916.

+

The non recognition of cultural assets which had been valued at $4,755m by the Australian
Mu eum Trust, the Museum of Applied Arts and Science, the Royal Botanic Gardens and
Domain Trust and the State Records Authority of New South Wales. There was also
uncertainty over the value of other cultural assets of the Library Council of New South Wales
which had been valued at $2,084m and were included in the financial report.

+

The non-inclusion of moneys held in school bank accounts.

+

The inclusion in the previous year's comparative figures of revenue that the High Court
decision of 5 August 1997 declared invalid.

The following qualifications affected the Total State Sector Accounts only:

+

Uncertainty over the values and depreciation of infrastructure assets held by Sydney Water
Corporation as a result of the non-completion of the valuation of assets on a disaggregated and
condition basis.

+

The non-recognition of the economic substance of contractual arrangements entered into by
Sydney Water Corporation with private sector entities for the provision of water filtration
plants.

A copy of the Independent Audit Report was included with the Statutory Report on the Accounts
tabled in the Legislative Assembly on 30 November 1999.

STATUTORY REPORT
Section 52A(l) of the Public Finance and Audit Act 1983 requires the Auditor-General to present a
report on the Public Accounts and the Total State Sector Accounts to the Legislative Assembly by 30
November. That report on the 1998-99 Accounts was presented on 30 November 1999. As
foreshadowed in that Report, a further more detailed commentary on the Accounts would be prepared.
That commentary now follows.

OVERVIEW OF KEY FINANCIAL AGGREGATES
The financial result for the Total State Sector was a surplus of $1,620m compared to $1,937m for the
previous year. However both years' results were affected by the inclusion of abnormal items - net
revenue of $630m in 1997-98 mainly arising from the sale of the TAB and net revenue of $185m in
1998-99 from a number of items, details of which are discussed later in this commentary.
Net assets of the Total State Sector at 30 June 1999 totalled $78,470m, an increase of $6,266m from
30 June 1998. Net assets at 30 June 1999 consisted of assets of $131,629m and liabilities of
$53 ,159m.
For the Public Accounts, the financial result was a surplus of $2,007m compared to $2,093m for the
previous year. However, as with the Total State Sector Accounts, both years were affected by
abnormal items -net revenue of $849m in 1997-98 mainly arising from the sale of the TAB and net
revenue of $592m in 1998-99 from a number of items, details of which are discussed later in this
commentary.
Net assets of the Public Accounts at 30 June 1999 totalled $37,164m, an increase of $5,876m from 30
June 1998. At 30 June 1999, net assets consisted of assets of $74,467m and liabilities of $37,303m.
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PUBLIC ACCOUNTS (GENERAL GOVERNMENT SECTOR)
Management of the State's Finances
In late 1995 Parliament enacted the General Government Debt Elimination Act 1995 (the Act).
As well as addressing the issue of reducing public sector debt, the Act also established fiscal
principles to govern the management of the State's finances. The Act contains seven principles that
the Government is to pursue. The Act requires that departures from these principles be temporary and
be reported in the Budget Papers. The following analysis discusses compliance with these principles
in 1998-99.

Fiscal Principle No 1 - the Budget is to be framed to achieve a result for the general government
sector consistent with fiscal targets
The fiscal targets have short term, medium term and long term objectives.
The short-term target is to achieve a sustainable · surplus budget defined in accordance with
Government Finance Statistics (GFS) principles within 3 years after the end of the financial year in
which the Act commences (ie by 1998-99).
The medium term target is to reduce the level of government debt to a sustainable level by 30 June
2005.
The long-term target is to eliminate net debt for the General Government Sector by 30 June 2020.
The year ending 30 June 1999 was the first year in which the Treasury had prepared the Budget and
the Statement of Budget Result on a General Government Sector basis. In previous years the
Statement of Budget Result was prepared on a budget sector basis (ie it only included budget
dependent agencies). The Statement of Budget Result is a cash based statement prepared using the
GFS classification system. This system is used by the Australian Bureau of Statistics to classify public
sector finances.
The budgeted and actual GFS Statement of Budget Result is summarised below:

Current result (surplus)
Capital result (deficit)
Total result before superannuation conversion
funding (surplus)
Superannuation offer conversion funding
Adjusted result (deficit)

Budget

Actual

$m

$m

2,359
(2,314)

2,773
(2,185)

45

45

588
3,266
(2,678)

Further comment on the Statement of Budget Result appears later in this Volume.
The actual GFS result of a $2,678m deficit was the result of the Crown Entity borrowing $3,261 m in
1998-99 to accelerate three years' payment of Crown superannuation contributions to the Pooled
Fund maintained by the SAS Trustee Corporation. This had the effect of increasing borrowing and
decreasing employee entitlements by a similar amount.
The table discloses that excluding the funding for the Superannuation Conversion Offer, a surplus of
$5~8m would have occurred. This surplus would have been $543m greater than the Budget forecast,
mamly because of higher than budgeted taxation revenue.
Current surpluses do not necessarily mean that debt will be reduced. As can be seen from the GFS
based cash statement, the current surplus has mainly been used to finance capital expenditure.
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It i not lear \ hether a GFS surplus of $588m (ie excluding the Superannuation Conversion Offer)
repre ent complian e with the short-term fiscal target of sustainable budget surpluses.
The 5 m urplu included taxation revenue of $14,219m - $219m higher than budgeted and
l. _ 17m higher than in 1997-98. If the 1998-99 level of taxation revenue is not sustainable, then
omplian e can only be verified by discounting the $588m surplus by the extent to which the 1998-99
re enue wa above the longer-term trend. Given the strength in 1998-99 of both the economy
generall and the property and share markets in particular, the size of the 'discount' may be
ub tantial .
It would be considerably easier for Parliament and the community to assess whether Budgets and
a tual financial results comply with the sustainable budget surplus target if Budget Papers and the
Con olidated Financial Statements disclose estimates of underlying, trend revenues.
At the ame time, partly or fully offsetting any ' revenue discount' could be the costs associated with
the con truction of Olympics facilities and, perhaps, of addressing the 'Y2K' issue.

Fiscal Principle No 2 - general government net worth should at least be maintained in real terms
Net worth i defined in the Act as net assets, ie total assets less total liabilities. For the General
Government Sector net worth at 30 June 1999 was $37,164m, an increase of 18.8% from that reported
for June 1998. The increase in net worth reflects an increase in total assets of $5,088m and a decrease
in total liabilities of $788m. The increase in assets was mainly due to revaluations of assets by Roads
and Traffic Authority of New South Wales of $1 ,462m, the initial recognition of library and collection
a ets of $2,108m and the purchase of new assets.
The growth in net worth in 1998-99, even excluding the substantial impact of revaluations and initial
recognitions , more than satisfied the requirements of this fiscal principle.
Net debt is defined as gross debt, valued on a current capital basis, less financial assets. Net debt at 30
June 1999 was $12,659m.
Over time, governments of New South Wales had established a pattern of spending more money than
they received. This has resulted in the accumulation of a large debt owed by the Government on
behalf of residents and which must be serviced by the taxpayers of New South Wales. At 30 June
1999, the total liabilities of the General Government Sector were $37 ,303m. Borrowings represented
51 % and employee entitlements represented 30% of the total liability.

Fiscal Principle No 3- for both the General Government Sector and public trading enterprises,
accruing employer superannuation liabilities are to be fully funded and funding is to be phased
in so as to eliminate all unfunded superannuation liabilities
For the General Government Sector the first part of the principle has only been achieved in past years
by taking into account one-off adjustments. The First State Superannuation Fund operates on a fully
funded basis. However, full funding of accruing liabilities for the Pooled Fund, which represents 97%
of total General Government Sector unfunded superannuation liabilities, is being phased in and will
not be attained until 2020. Non-budget sector agencies are required to fully fund employee
entitlements accruing during each year.
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The 1998-99 superannuation expense of the General Government Sector was $652m lower than
1997-98, due to an offsetting credit of $704m. This amount was the Government Actuary's estimate
of credits to be distributed to budget sector agencies employer reserves within the Pooled Fund. A
once off pre-payment of $3,261m, representing three years of Crown contributions into the Pooled
Fund schemes, was made in June 1999. This payment was to finance a planned offer to be made to
contributors of the closed defined benefit schemes.
The Government announced and legislation was later passed for the plan to reduce the unfunded
superannuation liability by offering members of closed defined benefit schemes the opportunity to
convert their accrued superannuation pension benefits to lump sums and join the First State
Superannuation accumulation scheme. This proposal was financed from borrowings of $3,261 m
during the 1998-99 financial year. The legislation enabling the offer required that the members of the
defined benefit schemes were to receive the offer document by 1 April 1999. As this timetable could
not be achieved the offer to fund members was withdrawn. Treasury officers have advised that a
revised offer was forwarded to members in January 2000. Members have until 31 May 2000 to accept
the conversion offer.
Following the payment of the $3,261 m the net superannuation liability was $7 ,959m at 30 June 1999
($11,783m at 30 June 1998).
Actuarial assessments, based on the Government's ability to make the required escalating cash
contributions, forecast that budget sector unfunded superannuation liability will be eliminated by
2045 . Further comment on superannuation liabilities appears later in this commentary.

Fiscal Principle No 4- General Government Sector agencies are to produce and keep up to date
an asset maintenance plan, including a funding program, in accordance with directions of the
Treasurer
The introduction of accrual accounting in the General Government Sector has provided the
information required to develop a formal asset maintenance policy. This has helped remove the bias
towards the acquisition of new assets at the expense of proper asset management. Asset maintenance
plans for most budget-dependent General Government Sector agencies have now been developed and
are being finalised. At 30 June 1999, Treasury reported that 57% of General Government Sector
agencies have approved asset maintenance plans.

Fiscal Principle No 5 - growth in the net cost of services and budget outlays are to be kept at or
below the growth in inflation and population
In simple terms this principle means achieving zero real growth in the net cost of services and budget
outlays in per capita terms.
Compliance with this principle is important in achieving the objective of reducing debt.
With the introduction of accrual accounting into the General Government Sector, the net cost of
services can be measured and compared to previous year figures. Net cost of services is defined as
total expenses less user charges.
The following table illustrates the current year's performance in relation to net cost of services and
budget outlays in real per capita terms.
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Per Capita- Real
Base Year 1994-95
luding abnormal items (accrual)

Current outla (ea h)
Capital outlay (ea h)
Total outla (ea h)
Current outlays including super conversion funding
Total outla including abnormal item
(a) naudited figures
(b) 1998-99 actuals from 1997-98 actuals

1998-99
Actual
$
3,436
3,351

1998-99
Budget
$
3,223
3,223

3,197
502
3,699
3,667
4,169

3,092

1997-98
Actual
$
3,324
3,199

Change (b)
%
3.4
4.7

448
3,540

3,101(a)
__fll(a)
3,572(a)

3.1
6.6
3.6

3,540

3,572(a)

16.7

The Net Co t of Services increased by 3.4% in real per capita terms in 1998-99 when abnormal items
are excluded. but by 4.7% in real terms when abnormal items are included.
Thu net cost of services is increasing at a substantially faster rate than inflation and population
growth.
Total outlays on a cash basis grew by 3.6% excluding the outlay of $3,261m to fund the
uperannuation conversion offer. The inclusion of this abnormal item increases total cash outlays by
16.7%. Based on figures reported in the 1999-2000 Budget Papers that are unaudited, current outlays
ha e grown in real per capita terms by 9.7% since 1994-95 and 18.9% in nominal terms.
Compared to the Budget estimate, Net Cost of Services for the General Government Sector increased
by $886m. Increased operating expenses of $1 ,586m and lower than expected proceeds from sales of
assets of $72m were offset by increased operating revenue of $772m.

Fiscal Principle No 6 - the management of net debt should be on the basis of sound risk
management principles and each general government agency is to produce and keep up to date
a risk management plan
The Budget Papers for 1997-98 and 1998-99 stated that the principle was being achieved by:
•

Development of a statement of financial performance for each budget sector agency which will
require agencies to identify and assess all financial and operating risks and develop strategies
for dealing with those risks in a cost-effective manner.

•

A review of the NSW Treasury Corporation was undertaken in 1995-96 to eliminate all
functions that involved undertaking a financial risk that was not essential for its role of funding
and debt management.

•

In September 1997, Treasury developed a risk management and internal control tool kit
designed to help agencies identify how their existing risk management and internal control
framework operated and how they could be improved. Treasury also undertook pilot schemes
with selected agencies to develop comprehensive project implementation plans using the tool
kit. Treasury has reported that at 30 June 1999 only 15% of general government agencies have
adopted the Treasury risk management model.
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Fiscal Principle No 7- the level of taxes should be restrained
This principle requires taxes to be restrained to the maximum extent possible. It is not as prescriptive
as other principles in that it does not require, for example, that there be no increase in real per capita
terms.
The following graph illustrates that in the General Government Sector, real tax revenue per capita
increased by 23.3% between 1994-95 and 1998-99, including 7% between 1997-98 and 1998-99.

General Government
Tax Revenue Per Capita in Real Terms
2,200
2,000
1,800
1,600
1,400

1994-95

1995-96

1996-97

1997-98

1998-99

The graph indicates a trend of regular, significant increases in taxation since 1995-96. While these
increases have been largely the result of strong economic growth and a booming property market
(rather than increase in tax rates), they have also offset the large (and largely unbudgeted) growth in
expenditures over the period. It could be argued that such cyclical (and hence non-substantial)
taxation growth should not be used to fund largely permanent additions to the expenditure base.
Conclusion
Since the introduction of the General Government Debt Elimination Act 1995, there have been a
number of changes to the scope of the financial statements, which have made it difficult to determine
definite trends in their components. For example 1997-98 was the first year that the Public Accounts
were prepared on a General Government Sector basis. The following year was the first year that the
Statement of Budget Result was prepared on General Government Sector basis.
However the above analysis reveals that taxes, outlays and the net cost of services are increasing at a
rate well above the inflation rate.
There have been reductions in net debt (prior to the current year) but these have largely been due to
one off transactions such as debt restructuring and asset sales such as the sale of the Totalisator
Agency Board rather than restraints in government spending.
Comparison of Actual Revenues and Expenditures with Budget Forecasts
As noted above the financial report of the operations of the New South Wales Public Sector is at two
levels. The Public Accounts report on the General Government Sector and the Total State Sector
Accounts report at the whole of government level (including the Public Accounts). The commentary
that follows reviews the financial results of the Public Accounts compared to the forecast results
presented to Parliament in the 1998-99 Budget. Further comment is included later on trends in
significant items in the Operating Statement and Statement of Financial Position at the Total State
Sector level.
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The General Government Debt Elimination Act 1995 requires that the Budget be prepared on an
accrual basi . This has allowed a comparison between the accrual result as shown in the Public
Account with the projected budget result for the first time this year. New Zealand has been preparing
it budget in this manner for a number of years. The Australian Capital Territory and Victoria now
prepare their budgets on an accrual basis and most other Australian jurisdictions are moving towards
implementing accrual budgeting.
The table below shows comparisons between the budget and the actual expenses and revenues for the
General Government Sector:

OPERATING EXPENSES
Employee related
Other operating
Maintenance
Depreciation and amortisation
Grants and subsidies
Finance costs
TOTAL OPERATING EXPENSES
OPERATING REVENUE
Sale of goods and services
Investment income
Grants and contributions
Other
TOTAL OPERATING REVENUE
Gain Ooss) on sale of non-current assets
NET COST OF SERVICES
STATE REVENUES
Taxation fines and regulatory fees
Commonwealth grants
Financial distributions
Other
TOTAL STATE REVENUE
SURPLUS FOR YEAR

Budget

Actu·a l

$m

$m

11,805
6,252
1,093
825
4,708
1,282
25,965

12,391
6,357
1249
1,294
4,863
1,397
27,551

2,430
398
238

2,448
420
485

_m

_m

3,403

4,175

~

22,406

_M
23,292

13,879
8,865
1,319

14,137
8,911
1,444

___lQ2

___]Q1

24,372

25,299

1,966

2,007

Operating Result
The 1998-99 Budget predicted a surplus before extraordinary items of $1 ,966m. While the actual
result for the year was a surplus of $2,007m, 2% more than predicted, it included net abnormal
revenue of $592m, not included in the budget estimates. These abnormal items are detailed in the
table below:
Abnormal Item
Write back of university superannuation
Distribution of superannuation reserve balances
Payment to annuity investors
Write down of asset value of traffic signals
Write off of land under roads
Adjustment of other asset values
Total

$m
520
704
(164)
(227)
(191)
~)

592
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Operating Expenses
Operating expenses of the General Government Sector were $1,586m higher than the budgeted
amount. Details of variances between budget and actual expenditures follows:
Amount Over Budget
$m

Budgeted Expenditure
$m

Actual Expenditure
$m

Employee related
Other operating
Maintenance
Depreciation and amortisation
Grants and subsidies
Finance costs

11,805
6,252
1,093
825
4,708
1,282

12,391
6,357
1,249
1,294
4,863
1,397

586
105
156
469
155
_ill

Total

25,965

27,551

1,586

Employee related expenditures were in excess of budget mainly as a result of increased
superannuation cost following actuarial assessment. Maintenance expenses rose as a result of
increased repair expenditures on roads following flooding in August/September 1998 and increased
expenditure on school maintenance. Depreciation and amortisation expenditures increased as a result
of write down in the value of the road network and the write down in the value of the Roads and
Traffic Authority traffic signals assets. These assets were reduced to written down replacement cost
following a reassessment by the Authority. Finance costs were higher than budget mainly because of
higher than expected debt management costs.

State Revenues
State revenues rose by $1 ,573m in 1998-99 compared to 1997-98, more than 2.4 times the budget
projection of an increase of $646m. Taxation receipts accounted for $1,280m or 81% of this rise.
Most of the increased tax revenue was from stamp duties due to the buoyant business and property
cycles. Actual receipts collected were 14% above the budget projection. The major sources of stamp
duty receipts are conveyances, financial institutions duty, motor vehicle registrations, share transfers
and insurance.
Payroll and land tax are other significant sources of taxation revenue. The projected increase in
payroll tax receipts was 7.0% while the actual increase achieved was 6.5%. Land tax was projected to
increase 4.1 %. The amount collected from land tax was $948m or an increase of 4.4% compared to
the previous year. Further comment on revenues is included later in this report.

Financial Distributions
A major source of revenue for the Consolidated Fund, recognised in the Public Accounts are
contributions, mostly dividends and tax equivalent payments from non-budget sector agencies. These
distributions are eliminated as inter-agency transactions at the Total State Sector Accounts level.
Financial distributions for 1998-99 totalled $1 ,444m, a decrease of $361 m from the previous year.
Major decreases occurred in the electricity and water industries, details of which are discussed below.
Industry
Energy
Water
Finance
Transport
Ports
Property and Development
Other

Total

1998-99

1997-98

Contributions

Contributions
$m

$m
675
271
184
128
57
47

___g

1,444

974
394
43
126
59
18
_l2l
I ,805
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For agencie ' hich pay dividends and tax equivalents, total contributions payable are negotiated with
the Treasur . Under the Government's Tax Equivalent Regime (TER), tax payments mirror as much
a po ible Commonwealth income and sales taxes which would apply if the Government businesses
were owned by the private sector.
Dividend represent return on equity invested by the State Government in its business enterprises
\ hile tax equivalent payments closely mirror tax liabilities that would be incurred if the business
entity wa owned by the private sector.
The Inter-governmental Agreement on the Reform of Commonwealth-State Financial Relations which
wa implemented from 1 July 1999 will result in a National Tax Equivalent Regime for income tax
a essment for State and Territory government business enterprises from 1 July 2000. Under the
agreement it is envisaged that the Australian Taxation Office will assess income taxation on
government business enterprises using common rules that will apply across all States and Territories.
Any tax liability assessed will be payable to the respective State or Territory govemment.

Electricity Industry
In total the State electricity entities provided tax equivalents and dividends of $675m in 1998-99
compared to $974m in 1997-98. The fall in financial distributions is related to falls in revenue and
profits associated with the following factors:

+

The introduction of competition in the form of a National Electricity Market, has created
volatility in wholesale electricity prices and affected the earnings of electricity generators and
distributors.

+

In 1997-98 distributors were able to take advantage of falling wholesale prices relative to some
retail prices. In 1998-99 wholesale electricity prices rose and more contestable customers had
locked in fixed prices. Integral Energy's fall in dividend is the result of before-tax profit falling
from $159m in 1997-98 to $38m in 1998-99 affected by adverse hedge contracts written in
1997.

+

The costs of transition to a fully competitive industry have reduced returns. These costs
include:
•

Operation of coal mines

•

Employment of staff not directly required by the generation business

•

Ongoing superannuation commitments.

Transport
The transport sector provided dividends and tax equivalents of $128m compared to $126m in
1997-98. The operating result of the five transport entities increased from $80m in 1997-98 to $151m
in 1998-99. An abnormal expense of $118m resulted from the write down of RailCom assets to
written down replacement cost upon transfer from State Rail Authority to the Rail Access
Corporation.
An agreement between the NSW Government and the NSW ·Minerals Council on phasing out the
monopoly rent component in Hunter Valley rail freight charges for coal and on transparent charging
arrangements in the future has seen freight charges fall by as much as 17%.
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Water
The financial impacts of the water contamination incidents that occurred in Sydney between July and
September 1998 are evident in the 1998-99 operating result. Rebates to customers, additional
operating expenses and provision for insurance claims are included in an abnormal item of $55.4m.
The result by the water corporations led to a reduction in dividends and tax equivalents provided by
Sydney Water Corporation and Hunter Water Corporation from $394m in 1997-98 to $271m in
1998-99.

FINANCIAL STATEMENTS- TOTAL STATE SECTOR
Operating Statement
Total State Sector
1997-98
1998-99
$m
$m
STATE REVENUES
Taxation
Commonwealth grants
Financial distributions
Fines, regulatory fees and other
TOTAL STATE REVENUES

13,829
8,911

12,607
8,366

785
23,525

OPERATING REVENUES
Sale of goods and services
Investment income
Grants and contributions
Other
TOTAL OPERATING REVENUES

General Government Sector
1998-99
1997-98
$m
$m

703
21,676

14,137
8,911
1,444
807
25,299

12,857
8,366
I ,805
698
23,726

10,600
542
736
1,463
13,341

10,682
570
698
1,038
12,988

2,448
420
485
822
4,175

2,388
408
386
510
3,692

OPERATING EXPENSES
Employee related
Other operating
Maintenance
Depreciation and amortisation
Grants and subsidies
Finance
TOTAL OPERATING EXPENSES

15,557
9,872
1,823
3,000
2,866
2,249
35,367

15,118
8,768
1,613
2,296
2,981
2,871
33,647

12,391
6,357
1,249
1,294
4,863
1,397
27,551

12,219
5,519
1,051
767
4,880
1,792
26,228

Gain on disposal of non-current assets

121

920

84

903

NET COST OF SERVICES
SURPLUS FOR YEAR

(21,905)
1,620

(19,739)
1,937

(23,292)

(21,633)

2,007

2,093
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Total State Sector Operating Results
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The experience in New South Wales of Total State Sector financial reports has been that it is very
difficult to undertake inter-year comparisons of results. In most years there have been some very large
one off transactions as follows:

1993-94

Transactions
Increased revenue of $1, 130m from the bringing to account of assets (mainly land for road works) not
previously recognised.

1994-95

No major one off adjustments.

1995-96

Increased expenses as a result of reduction in asset values, $2,742m (mainly related to roads); road assets
transferred from the budget sector to the local government sector, $6, 179m; an increase in superannuation
liabilities, $935m.

1996-97

Superannuation expenses decrease by $2,908m.

1997-98

Profit on sale of Totalisator Agency Board $708m plus an extra $80m for sale of gaming licences.

Year

For 1998-99 the result was affected by a net abnormal gain of $185m at the Total State Sector level.
These abnormal items are shown in the table below:
Details of Abnormal Items

$m

Distribution of superannuation reserve balances

704

Write back of State's share of university superannuation liability

520

Roads and Traffic Authority write down of traffic signals

(227)

Write out of land under roads

(191)

Rail Industry- corporatisation adjustment

(219)

Murrumbidgee Irrigation Area- transfer of assets to irrigators at no charge

(133)

Sydney Water Corporation - water contamination expense
Payment to annuity investors

(55)
(164)

Other- asset value adjustments

(50)

Net Abnormal Gain

185

One-off adjustments can be included in abnormal or extraordinary items and therefore the results
before abnormal and extraordinary items could be used for inter-year comparisons. However, the
classification of revenue and expenses as abnormal is not straightforward. For example, the
superannuation expense in 1994-95 was split between the normal expense that would have occurred
and the abnormal expense that arose from a triennial review of superannuation liabilities.
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Large one-off adjustments have in recent years in New South Wales been a regular feature of wholeof-Government reporting. Such as was the case in 1995-96 with the write off of $6,179 of road assets
transferred to local government. If meaningful comparison of whole-of-Government reporting
between different jurisdictions and years is to occur then consistent treatment and adequate disclosure
of large one-off adjustments needs to be established.
TOTAL STATE SECTOR REVENUES
State Sector Revenue 1998-99
Investment Income
$542m

Grants & Contributions
$
m
736
Taxation
$13,829m

Sale of Goods &
Services
$10,600m

Fines, Regulatory Fees
& Other
$2,369m

Commonwealth Grants
$8,911m

Total $36,987m
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The table below provides further detail of Total State Sector Revenues:
Total State Sector
1998-99
1997-98
$m
$m
STATE REVENUES
State Taxation
Payroll tax
Stamp duties
Petroleum, tobacco and liquor licences
Gaming and betting
Land tax
Other
Total
Commonwealth Grants
General purpose - Recurrent
Specific purpose - Recurrent
-Capital

General Government Sector
1998-99
1997-98
$m
$m

3,440
3,939
1,977
1,419
912
2,142
13,829

3,205
3,694
1,524
1,338
881
1,965
12,607

3,605
3,942
1,977
1,419
948
2,246
14,137

3,384
3,698
1,524
1,338
908
2,005
12,857

4,704
3,376

4,592
3,055

4,704
3,376

4,592
3,055

_m

__7_12

_m

__7_12

8,911

8,366

8,911

8,366

1,444

1,805

Financial distributions
Fines, regulatory fees and other

785

703

807

698

TOTAL STATE REVENUES

23,525

21.676

25,299

-23,726

OPERATING REVENUES
Sales of goods and services
Investment income
Grants and contributions
Other
TOTAL OPERATING REVENUES

10,600
542
736
1,463
13,341

10,682
570
698
1,038
12.988

2,448
420
485
___ill
4,175

2,388
408
386

Gains on disposal of non-current assets

121

920

84

36,987

35,584

TOTAL

29,558

____ilQ

3,692
903

28,321

Total revenue of $36,987m increased marginally by $1,403m (3.9%) due mainly to mcreases m
revenues from State taxation. The major movements are discussed below.
The following graph indicates the major components of state taxation revenue.
State Taxation 1998-99
Petroleum , Tobacco
and Liquor Licences
$1 ,977m
Gambling and Betting
$1 ,419m

Land Tax
$912m

Stamp Duties
$3,939m

Other Taxes and
Levies
$2,142m
Payroll Tax
$3,440m

Total $13,829m
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Stamp Duties

Revenues from stamp duties increased by $244m or 6.6% over the previous year. Major increases
were in: contracts and conveyances, $82m, reflecting the high volume of property transactions and
increasing sale prices and share transactions, $1 09m.
Payroll Tax

Payroll tax income increased by $235m or 7.3% as a result of increased employment and increases in
average weekly earnings. Payroll tax collections were also boosted by the full year impact of the
increase in the superannuation guarantee levy from 6% to 7% from 31 December 1997.
Land Tax

Land tax revenue increased by $31 m or 3.5% during 1998-99 compared to a 36% rise in 1997-98.
The previous year's figures included the impact of the increase in the rate of tax from 1.65% to
1.85%. The current year's increase was the result of rises in land values partly offset by the
introduction of the investor threshold to State-wide investment in land and changing the basis of
indexing the owner occupied threshold from the Consumer Price Index to an index of Sydney
residential land values.
Gaming and Betting

Revenue from gaming and betting has increased by 6% compared to rise in 10.7% in the prior year.
Racing taxes decreased compared to 1997-98 due to the full year effect of the lower tax structure
associated with the privatisation of Totalisator Agency Board of New South Wales.
Casino duty revenue was expected to increase by 18% in 1998-99 allowing for the full year impact of
the operation of the permanent casino. The actual increase for the year was only 9.4%.
Petroleum, Tobacco and Liquor

These taxes are now levied and collected by the Commonwealth Government and paid to the State
under the Safety Net Revenues legislation. These taxes increased by $453m or 29.7%, as a result of
revenue of $346m being lost in 1997-98 following the High Court decision of 5 August 1997, which
found that State licence fees on tobacco were unconstitutional.
Other

Other tax revenue increased by $177m or 9% when compared to 1997-98. The major increase was in
waste disposal levies which rose by $30.2m compared to 1997-98.
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Trends in State Taxation
The chart below shows the trend in state taxation revenue for the years 1993-94 to 1998-99 in both
nominal and CPI adjusted dollars (with 1993-94 as the base year).
Total State Sector Taxation Revenue
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The above chart shows that the burden of the taxation raised for each resident of NSW (in nominal
terms) increased by 41% over the six-year period. In real terms the increase was 26%.

The Treasurer's Public Accounts and the Total State Sector Accounts_ _ _ _ _ _ _ _ _ _ _ _ __

Auditor-General's Report to Parliament 2000 Volume One _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 29

Although revenue from taxation has been increasing, revenue from other sources has not kept up with
inflation as shown in the following table:
1998-99
Nominal
$

1993-94
Nominal
$

State taxes
Commonwealth grants
Other revenue

2,157
1,390
2,222

1,530
1,255
2,455

Total Revenue

5,769

5,240

Per Person

Nominal
Increase
(Decrease)
%

Real
Increase
(Decrease)
%

41.0
10.8

J2.d)

25 .7
(1 .2)
(19 .3)

10.1

__(Lli)

Commonwealth Grants
Commonwealth grants are used to support State budget allocations to agencies including costs
associated with the various Commonwealth assisted or funded programs. Commonwealth grants
increased by $545m or 6.5% in 1998-99. This was net of a payment of $102m representing the NSW
fiscal contribution to the Commonwealth's budgetary position.
Commonwealth grants received for the year were:

General purpose
Specific purpose
Less contribution to Commonwealth
Net Commonwealth Grants

1998-99
$m

1997-98
$m

4,806
4,207
9,013
102
8,911

4,809
3,774
8,583

_m
8,366

General purpose grants represent the State's share of Commonwealth taxation revenue received under
the State Grants (General Purposes) Act 1994. They are made to help finance the State's outlays and
are unconditional.
Specific purpose grants are made under section 96 of the Australian Constitution. Payments relate to
functions which the Commonwealth does not itself directly ·undertake eg higher education, health
services . Payments are made under terms and conditions determined by the Commonwealth.

Operating Revenu~ - Sale of Goods and Services
The following table details the sources and amounts of revenue generated from goods and services
provided by the Total State Sector.
Total State Sector
1998-99
1997-98
$m
$m
Electri city sales
Sales of other goods
Rental s
Renderin g of services
Total

General Government Sector
1998-99
1997-98
$m
$m

3,658
1,745
1,222
3,975

3,511
1,863
1,216
4,092

389
158
1,901

436
150
I ,802

10,600

-10,682

2,448

2,388
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The following graph details the relative percentages of operating revenue derived from sales of goods
and ervice for 1998-99.

Sales of Goods and Services
Total State Sector 1998-99

Rentals
12%
Sales of other
goods
16%

Electricity Sales
35%

Rendering of
Services
37%

TOTAL STATE EXPENSES

Total State Sector Expenses

Other Operating
$9,872m

Maintenance
$1 ,823m
Depreciation and
Amortisation
$3,000m

Grants and
Subsidies
$2,866m

Employee Related
$15,557m

Finance
$2,249m
Total $35,367m
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The table below provides details of Total State Sector expenses:

Expenditure Trends
1998-99

1997-98

1996-97

1995-96

1994-95

1993-94

$b

$b

$b

$b

$b

$b

Including abnormal expenses
Nominal
CPI adjusted

35.4
35.4

33.6
34.2

33.0
33.6

35.55
36.6

31.3
33 .9

28.9
32.4

Excluding abnormal expenses
Nominal
CPI adjusted

34.4
34.4

33.9
34.5

30.8
31.3

32.7
33.7

30.7
33.3

28.9
32.4

Expenditure

Total expenses were forecast to decrease in 1998-99 in real terms. Excluding abnormal items actual
expenditure decreased marginally in real terms from the previous year.
Employee related expense is the major item of expenditure. Movements in employee-related expense,
including abnormal items have been:
1998-99

1997-98

1996-97

1995-96

1994-95

1993-94

1992-93

$m

$m

$m

$m

$m

$m

$m

Salaries and wages and
leave entitlements

14,430

13,655

12,592

11,958

11,743

11,331

11,194

Superannuation

___l,_ll1

__lAQJ

2,278

1,745

___LW_

1,726

Total Employee
Related Expense

15,557

15,118

14,236

13,488

12,482

12,920

Expressed in
Nominal Dollars

_llli2

11,734

Employee-related expenses have increased by 2.9% in 1998-99. The major component of employee
related expenses, salaries and wages, increased by 4.9% reflecting pay increases granted to teachers,
police, health workers and other public servants. This was offset by a 23% reduction in
superannuation expenditure. This fall resulted from an abnormal credit of $704m, following the
inclusion of an estimated distribution of unallocated State Superannuation Scheme reserves to
employer reserves .
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Expenses Per Capita
The following graph compares expenditure from 1993-94 to 1998-99 per capita in norn.iJilal terms,
including abnormal items but excluding extraordinary items.
Total State Sector
Expenditure Per Capita Nominal Dollars

6,000
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~
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1997-98

1998-99

Between 1993-94 and 1998-99, expenditure per capita increased by 15.5% in nominal terms or 3% in
real terms . Per capita expenditure peaked in 1995-96 at $5,738. The 1995-96 expenditure was
influenced by extra-ordinary and abnormal expenditures of $8,481m, the major component of which
was a $6, 179m write off of road assets transferred to local government.

The Treasurer's Public Accounts and the Total State Sector Accounts _ _ _ _ _ _ _ _ _ _ _ _ __

33

Auditor-General's Report to Parliament 2000 Volume One

STATEMENT OF FINANCIAL POSITION
Total State Sector
1998-99
1997-98
$m
$m

General Government Sector
1998-99
1997-98
$m
$m

CURRENT ASSETS
2,442
3,485
2,638
815
287
9,667

2,077
3,591
2,508
838
229
9,243

960
1,345
2,052
219
77
4,653

1,186
926
2,065
122
35
4,334

49,191
5,531
54,824
3,231
482
1,987
693
115,939

30,729
4,151
28,902
2,458
2,842
68

30,079
2,151
27,074
2,353
2,734
109

~

_____l_42

TOTAL NON-CURRENT ASSETS

50,251
8,325
56,651
3,741
379
1,785
830
121,962

69,814

65,045

TOTAL ASSETS

131,629

125,182

74,467

69,379

3,099
2,956
2,150
1,356
9,561

1,932
4,708
885
L039
82564

I ,701
2,730
1,828

TOTAL CURRENT LIABILITIES

3,550
8,732
1,186
12455
142923

NON-CURRENT LIABILITIES
Borrowings
Employee entitlements
Other
TOTAL NON-CURRENT LIABILITIES

22,236
11,715
42285
382236

24,601
14,223
4,593
43 417

14,323
10,466
32950
282739

13 ,595
13,010
4,229
30,834

TOTAL LIABILITIES

532159

52,978

372303

38,091

NET ASSETS

78A70

72,204

372164

31,288

EQUITY
Asset revaluation reserves
Accumulated func!~
TOTAL EQlJiTY

32,641
452829
782470

30,790
41 414
72,204

10,987
262177
372164

9,560
21,728
31,288

Cash
Investments
Receivables
Inventories
Other

TOTAL CURRENT ASSETS
NON-CURRENT ASSETS
Land and buildings
Plant and equipment
Infrastructure systems
Investments
Receivables
Inventories
Other

CURRENT LIABILITIES
Payables
Borrowings
Employee entitlements
Other

____2_2]

7,257
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The hart b 10\ di clo e the components of Total State Sector assets:
Total State Sector Assets 1998-99
Infrastructure
Systems
$56,651 m

Investments
$7,226m

Plant &
Equ ipm ent
$8,325m

Receivables
$3,017m
Other
$1,117m

Inventories
$2,600m
Land & Buildings
$50,251 m
Total $131,629m

A sets in the Total State Sector increased in value by $6,447m or 5.1 % during 1998-99. Variances in
the major categories of assets are depicted in the table below.
Asset
Cash and investments
Land and buildings
Plant and equipment
Infrastructure
Other

1999
$m

1998
$m

Variance
$m

Variance
%

9,668
50,251
8,325
56,651
6,734
131,629

8,899
49,191
5,531
54,824
6,737
125,182

769
1,060
2,794
1,827
_____D)
6,447

8.6
2.1
50.5
3.3

- --

_il

This increase represents initial recognition of some cultural assets of $2,1 08m, revaluation of assets of
$1 ,823m and asset acquisitions or additions of $817m for roads and bridges, $496m for sporting facilities,
$380m for hospitals and $23lm for educational facilities. There was a $973m decrement in asset values
for infrastructure assets to be transferred from Sydney Water Corporation to the Sydney Water Catchment
Authority. A further amount of $820m was written off asset values as a result of the following:
Agency - reason for writedown

$m

Roads and Traffic Authority- land under roads derecognised
- traffic signals revalued downwards
Rail Industry- corporatisation adjustments
Murrumbidgee Irrigation Area- assets transferred to private irrigators at no cost
Various- other revaluation adjustments
Total

191
227
219
133
50
820
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Land and Buildings - Crown Land
As mentioned in previous years, undeveloped Crown land is recognised at a nominal value of $1.
There is currently no central register of Crown land which has been estimated to account for more
than 40% of the State's area. The Department of Land and Water Conservation is in the process of
producing an information database which was scheduled for completion by June 1998. Until this
project is completed an accurate valuation of undeveloped Crown land will not be possible.
The valuation process involves other considerations, including the possibility of claims being made
and sustained under Native Title legislation and emerging policy issues such as who should report the
value of land under trusteeship (applicable to certain reserves such as Luna Park, Wentworth Park,
Jenolan Caves and the showgrounds).
The resultant valuation would be expected to have a significant impact on the overall value of noncurrent physical assets, the extent of which cannot presently be determined. For this reason, a
qualification was included in the Independent Audit Report on the General Government Sector and
the Total State Sector Accounts.

Infrastructure Assets
As in previous years, land under roads and within road reserves is omitted, as is permitted by the
accounting standards under transitional provisions, from the Total State Sector and the General
Government Sector Accounts. It is understood that the Treasury disagrees with the methodology
adopted by the Roads and Traffic Authority for the valuing of this land. The Audit Office considers
that the methodology used by the Authority is one of a number that is acceptable for public sector
financial reporting. The value of the excluded assets was $18,888m ($16,927m in 1997-98).
The Treasury is relying on the Public Sector Accounting Standards Board (PSASB) to help settle the
difference in opinion between it and the Roads and Traffic Authority. A working party was formed by
the PSASB to report on:

+

whether 'land under roads' should be recognised as an asset by public sector entities and, if so

+

which measurement methodology should be used to measure land under roads reliably.

The PSASB has now determined that land under roads' will be required to be valued for reporting
periods ending on or after 31 December 2002.
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TOTAL STATE SECTOR LIABILITIES
Total State Sector Liabilities 1998-99

Other
$5,740m

Pay abies
$3,550m

Employee
Entitlements
$12,901m

Borrowings
$30,968m

Total $53,159m

As depicted m the above chart, the most significant liabilities are borrowings and employee
entitlements.

Borrowings
Borrowings and investments can be inter-related and therefore analysis of movements between years
should be based on a net debt basis. For example, proceeds from loans raised may be held in the form
of investments at year-end. This could occur due to lag times in payments for which loans were raised
or for fmancial management purposes.
For the purpose of this review, net debt has been defined as gross borrowings less liquid financial
assets, ie cash and investments. Net debt for the Total State Sector as at 30 June 1999 was $21,300m
($18,658m in 1998).
Further discussion on borrowings and superannuation liabilities ts included earlier as part of the
review of the General Government Sector.
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Movement in nominal debt per head of NSW population over the past six years for the Total State
sector was:
Total State Sector Net Debt Per Capita
(Nominal Dollars)
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Since 1993-94 net debt per person in nominal terms has increased by 1.6%. After allowing for
inflation, using 1993-94 as the base year, there was a decrease of 9.4%. However compared to
previous years the net debt per capita has risen in nominal terms by 13.0% and in CPI adjusted terms
by 11 %. The loan raised to finance the superannuation conversion offer $3,261m (discussed later in
this report) had the effect of increasing borrowings but decreasing the superannuation liability. At 30
June 1999 net debt per capita in nominal terms would have been $2,813 had these borrowings not
been undertaken.
Total State Sector Borrowings
Details of Total State Sector borrowings follow:
Total State Sector

General Government Sector

1998-99

1997-98

1998-99

1997-98

$m

$m

$m

$m

2,098
25 ,012
133
_____ill
27,557

2,051
16,601
45
334
19,031

2,098
13,909
45
273
16,325

2,051
28,004
356

Li ability to Commonwealth Government
Domestic and foreign borrowings
Bank overdraft
Finance leases

____ill

Total Borrowings

30,968

During 1998-99 the Crown entity borrowed $3,261m to fund the Superannuation Conversion Offer.
These additional borrowings have been partially offset by debt redemptions utilising surplus Treasury
Banking System funds. Net borrowings for the General Government Sector increased by $2,706m and
for the Total State Sector the increase was $3,411m.
During the year the Governor approved Crown Entity financial accommodation from NSW Treasury
Corporation totalling $800m in accordance with the provisions of the Public Authorities (Financial
Arrangements) Act 1987. The financing facility was to provide for short tenn cash requirements
caused by seasonal fluctuations in government receipts.
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Borrowing from NSW Treasury Corporation partly offset the amount repaid on Commonwealth loans.
Comment on the major components of the above table follows .
Liability to the Commonwealth Government

Amount owed to the Commonwealth Government consist of:

Liability under Financial Agreement
Liability out ide Financial Agreement
Total

+

1998-99
$m

1997-98
$m

281
1,770
2,051

289
1 ,809
2,098

Liability under the Financial Agreement ($281 m - Capital Value)

This liability represents Commonwealth Government debt raised on behalf of the States. The
liability decreased by $8m to $281 m in 1998-99. There were no new borrowings in 1998-99
under the agreement.
The decrease is the result of debt redemption arrangements between the Commonwealth
Government and the States that provide for the progressive take-over of this debt by the States.
It is estimated that through this mechanism, the debt would be fully repaid to the
Commonwealth by 2005-06.
The early debt reduction arrangements are financed with borrowings from the NSW Treasury
Corporation.

+

Liability outside the Financial Agreement - Commonwealth Government Specific Purpose
Advances ($1 , 770m- Capital Value)

The Commonwealth Government did not make any repayable advances for specific purposes
during the year. Repayments of principal to the Commonwealth in the year were $39m.
The largest group of advances outstanding is for housing. At 30 June 1999, $1 ,679m was
outstanding which represented 95% of the total owed under this category. Assistance in the
form of repayable advances is no longer made. Commonwealth Government housing assistance
is now provided by way of grants.
Domestic and Foreign Borrowings ($28,004m- Capital Value)

Under the Public Authorities (Financia l Arrangements) Act 1987 all State authority borrowings (apart
from bank overdrafts, Treasury advances and other borrowing's approved under the Treasury
Corporation Act 1983) are required to be obtained from the NSW Treasury Corporation. The majority
of the domestic borrowings are held in loans with the NSW Treasury Corporation.
Net borrowings after taking into consideration drawdowns and repayments increased by $2,992m
(12%) to $28,004m at 30 June 1999.
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Employee Entitlements
Superannuation
Unfunded superannuation liabilities of $8,334m represent 15.7% of all Total State Sector liabilities.
This equates to $1,260 per person in the New South Wales' population.
Total State Sector Unfunded Superannuation Liabilities
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Management of Unfunded Superannuation Liabilities
Each year new superannuation liabilities are incurred in relation to Total State Sector employees.
These liabilities are in addition to existing unfunded superannuation liabilities associated with
employees' previous service. It is the Government's intention to eliminate unfunded superannuation
liabilities by 2045. Fiscal Principle No 3 of the General Government Debt Elimination Act 1995 states
that:

+

employer superannuation liabilities that accrue each year should be fully funded in that year

+

existing unfunded superannuation liabilities should become funded over a period of time.

For the General Government Sector the first part of the principle has not been fully achieved. The
First State Superannuation Fund operates on a fully funded basis, however, full funding of accruing
liabilities for the closed defined benefits schemes, known as the Pooled Fund, is being phased in and
will not be attained until 2020.
For the second part of the principle to be achieved, cash contributions paid into superannuation funds
each year have to be higher than the emerging benefit payments made for the year. During 1998-99,
actual contributions of $4,301 m were made.

_ _ _ _ _ _ _ _ _ _ _ _ _ _ The Treasurer's Public Accounts and the Total State Sector Accounts

40________________-.:Auditor-General's Report to Parliament 2000 Volume One
Volatility of Superannuation liability and Effect on Financial Statements
Over the ear 1996-97 to 1998-99 superannuation expense as reported in the Total State Sector
A count has exhibited some volatility. The unfunded liability is volatile on an annual basis, being
dependent on equity market movements which causes actual investment return to vary from the
a umed return. Almost all of the total gross liabilities for the State public sector have been capped in
real term by the closure to new members of the major defined benefit schemes.
The major reason for the movement in superannuation expense in 1998-99 is a reduction in unfunded
uperannuation liabilities due to a number of major positive adjustments to employer reserves and
actuarial adjustments recommended by the advising actuary .
The chart below outlines the movement in nominal terms for superannuation expense.
Total State Sector Superannuation Expense
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The Crown Entity borrowed $3,261m to enable accelerated payment in 1998-99 of three forward
years of Crown superannuation contributions to the SAS Trustee Corporation (STC) fund. As a result
of borrowing for the conversion offer, Total State Sector net debt has increased by $3,261m and net
unfunded liabilities have reduced by $3,261 m, resulting in no change in the State's liabilities.
Due to the materiality of the superannuation liability and expense, any 'one-off adjustments' such as
the Crown 's prepayment of superannuation payments, can significantly impact the overall reported
operating result for the budget sector. Such significant fluctuations make comparisons of operating
results between years difficult. There may be alternatives to the current method for reporting
superannuation, which would allow for more meaningful inter-year analysis of operating results. It is
recommended that the Treasury initiate, in conjunction with other jurisdictions and the accounting
profession, a review of the present accounting approach.
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Contingent Liabilities
Contingent liabilities are estimates of possible future liabilities that are unresolved at balance date
because of uncertainty. At 30 June 1999 the following contingencies were reported:

+

Quantifiable Contingent Liabilities
The total was $1,11 Om, of which Public Trading Enterprises and Public Financial Enterprises
have a quantifiable contingent liability of $540m for 1998-99, compared to $615m for the
previous year. the NSW Treasury Corporation's contingent liability for bonds on loan to fixed
interest market under a stocklending facility represents 63% of this quantifiable contingent
liability.

+

NSW Government Guarantees
Guarantees have been provided to facilitate certain services and the construction of
infrastructure assets and may create contingent liabilities. The major guarantees are:

+

•

NSW Treasury Corporation issued securities, borrowings and derivative liabilities with a
market value of $29.5 billion.

•

The International Olympic Committee awarded Sydney the right to host the Olympic
Games in the year 2000. The Government has underwritten the Olympic budget.

•

The Athletes Village contractual arrangements provide for a total government
contribution of $117 .9m. The arrangements provide for the Olympic Co-ordination
Authority (OCA) to make this total contribution and Sydney Organising Committee for
the Olympic Games (SOCOG) has agreed to pay its share of the total government
contribution amounting to $58.7m to the OCA to provide for the total payment in the
year 2000. The OCA has disclosed in its financial statements the present value of its
share as $47 .9m. The balance of the total Government contribution is the contingent
liability due to the SOCOG agreement to meet its share of the total contribution.

•

The OCA has a contingent liability in relation to the Olympic Stadium in the event of a
natural disaster or a breach of contract by the OCA.

Other Unquantifiable Contingent Liabilities
•

Affihated Health Organisations are listed in the Third Schedule of the Health Services
Act 1997, and in the event of cessation of health service activities by one of these
organisations a contingent liability may arise. This is dependant on the contractual
relationship between the administering body of the organisation and the Department of
Health.

•

A liability may arise for the Roads and Traffic Authority under clause 4.1(c) of the
Ensured Revenue Stream Agreement (ERS) if a taxation deduction for a claim for
depreciation for the immersed tube section of the tunnel is disallowed to the Sydney
Harbour Tunnel Company.

•

The NSW Treasury Corporation has issued unconditional payment undertakings on
behalf of some NSW government authorities participating in the wholesale electricity
markets of New South Wales and Victoria.These undertakings are to pay to the systems
administrators on demand in writing any amount up to an aggregate maxjmum agreed
with individual participants. At year end the agreed aggregate amounts totalled $203m.
Amounts paid are recoverable from the NSW government authority participants.
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•

In March 1994 the Commonwealth and States agreed that all Public Trading Enterprises
(PTEs) would be exempt from both Commonwealth sales and income taxes. In
consideration the State would apply tax equivalent regimes to their PTEs and compensate
the Commonwealth for any revenue it may lose in consequence. A recent decision of the
Federal Court has created uncertainty as to the agencies which were previously exempt
from Commonwealth taxes and therefore the extent of the compensation payments.

•

The State Rail Authority has entered an agreement with the priva~e sector for the
construction and operation of railway stations on the Airport Line. State Rail has an
obligation to purchase the private sector's assets (ie the stations) in some circumstances
and in the event of default by State Rail, it is obliged to pay out the private sector's
financier.

•

On 21 August 1998 Powercor Australia initiated proceedings against Pacific Power in
the Supreme Court of Victoria in relation to alleged electricity trading agreements. A
judgement in the Supreme Court on 18 November 1999 found in favour of Powercor
Australia. Pacific Power has lodged an appeal against the judgement.

SIGNIFICANT ISSUES
Timeliness of the Financial Reports
As indicated above the statutorily imposed deadline by which the Accounts together with the
Independent Audit Report thereon were to be tabled in the Legislative Assembly changed from 30
September to 30 November for 1999 and for future years. Previous reports have commented on
difficulties experienced by both the Audit Office and the Treasury in achieving the statutory dates for
preparation, auditing and tabling of the financial report on the Accounts.
For 1999 the deadlines were achieved by both the Audit Office and Treasury. However the
achievement of this task was made considerably more difficult because of the inability of a significant
number of agencies to produce complete and accurate financial reports for audit by the dates specified
by the Act.
To facilitate the earlier preparation of the Accounts the Audit Office and Treasury agreed a time table
reduction program which commenced in 1995-96. This program required that budget dependent
agencies, depending upon their size were required to prepare financial reports for audit at earlier dates
than those required by the Act. The table below based on information obtained from Treasury shows
the target dates set by Treasury for the return of final consolidation returns based on audited financial
reports. The table also shows the degree of compliance by budget dependent agencies in meeting
these targets.
No of Agencies in
Category

Date Consolidation
Return Due

% of Agencies
achieving Date

% of Agencies more
than 1 month late

Small

28

17 August 1999

39

29

Medium

52

24 August 1999

10

50

0

83

Size of Agency

Large

6

2 September 1999
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For non-budget dependent agencies in the General Government Sector and public trading enterprises,
the deadline set by Treasury for forwarding of consolidation returns was 2 working days after the
issue of the Independent Audit Report. A review of Treasury records indicates that 49% of agencies in
this category submitted consolidation returns after 23 October 1999, which was more than 2 days after
the latest legislative date for the issue of the Independent Audit Report.
As proposed in the past it will be essential that the Treasury, the Audit Office and agencies have a
combined commitment to achieving earlier completion of draft financial reports, issue of Independent
Audit Reports and forwarding of consolidation returns.

It has been suggested to Treasury that they should ascertain the major agencies that are currently not
meeting the deadlines and in consultation with the Audit Office and the agencies, attempt to resolve
the reasons for the delays.
Financial Management and Reporting Legislation
In July 1998 the Treasury released a working paper entitled 'Fundamental Review of NSW Financial
and Annual Reporting Legislation'. This working paper was part of a review of the State's financial
and annual reporting legislation. Treasury is proposing to replace the existing Public Finance and
Audit Act, Annual Reports (Statutory Bodies) Act, Annual Reports (Departments) Act, Public
Authorities (Financial Arrangements) Act and parts of the Government Debt Elimination Act with the
omnibus legislation. It is proposed that the Act be principles based to provide legislative backing to
the financial management and accountability framework operating in New South Wales and promote
enhanced focus on managing for performance and results.
Following the release of the working paper the Audit Office made a submission detailing areas where
it considered that the proposals needed amendment. Since that time Treasury has indicated that no
decision has been made as to when the proposed legislation would be introduced into Parliament.
While the Audit Office has some reservations about some of the proposals or shortcomings in the
working paper, it would support an early decision on progressing the introduction of legislation.

Public Sector Accountants
Previous reports by the Auditor-General and the Council of the Cost of Government have referred to
the need for officers involved with the preparation of financial reports to be professionally qualified.
Volume One of the Auditor-General's Report to Parliament for 1998 reported that the Premier's
Department had established a working party to review the qualifications that should be held by public
sector financial officers. Following a review ~y this forking party, a Premier's Circular issued in
September 1998 required that all future appointees to financial management positions be required to
hold professional accounting qualifications. The qualifications required will be tertiary university
qualifications and current full membership of either the Institute of Chartered Accountants in
Australia or the Australian Society of Certified Practising Accountants.
This requirement has now been amended to apply only to chief financial officers who would be
required to have tertiary qualifications and membership of a professional accounting body. It is
considered by the Audit Office that all officers who have a responsibility for preparing and auditing
financial reports should be full members of either the Institute of Chartered Accountants in Australia
or the Australian Society of Certified Practising Accountants.

_ _ _ _ _ _ _ _ _ _ _ _ _ _ The Treasurer's Public Accounts and the Total State Sector Accounts

44 _________________.Auditor-General's Report to Parliament 2000 Volume One
The adoption of this earlier policy would ensure that officers who have the responsibility for the
preparation of financial reports are:

+

professionally bound to comply with accounting and other professional standards issued by the
Australian accounting bodies

+

required to keep up to date with current accounting issues

+

required to undertake continuing professional development

+

subject to professional oversight.

Consolidated Fund Appropriations
Consolidated Fund allocations are the major source of funding of budget dependent agencies.
Provisions are authorised by annual Appropriation Acts that are based on the Government's annual
budget. Agencies also fund their operations from various revenues earned, eg sale of services (user
charges revenue) and interest earnings. Details of revenues earned and expenditures for each budget
dependent agency were included in both Volumes Two and Three of the Auditor-General's Report to
Parliament for 1999.
Details of Consolidated Fund allocations paid to agencies in 1998-99 were:

Paid to agencies from Consolidated Fund
Authorised from
Appropriation Acts passed with the Budget
Additional Appropriation Act
Approved in accordance with sect22 of Public Finance and
Audit Act 1983
Total Authorised to be drawn from Consolidated Fund

Recurrent
$m

Capital
$m

Total
$m

26,639

2,916

29,555

22,948
3,710

2,799
14

25,747
3,724

_1.1§
26,804

832
3,645

~

30,449

In contrast to the previous year there was only one additional Appropriation Act, the Appropriation
(1998-99 Budget Variations) Act 1999. The Act approved an adjustment to the vote 'Advance to
Treasurer' of $117m. This had the effect of increasing the amount that could be spent from the
Treasurer's Advance in 1998-99 to $242m compared to the amount of $125m originally appropriated
to this vote. Under section 22(1) of the Public Finance and Audit Act 1983, $146m was approved for
recurrent services and $832m approved for capital works and services. The amount approved in
accordance with section 22(1) of the Act for capital purposes included $780m for the repayment of
debt by the Crown Entity of which only $133m was utilised.

Further comment on Appropriations from the Consolidated Fund can be found at page 29 in Volume
Two of the Auditor-General's Report to Parliament for 1999. As noted in the report the Legislative
Council 's General Purpose Standing Committee No. 1 is holding an Inquiry into the current
provisions for the appropriation of moneys and authorisation of expenditure. This Committee
conducted hearings on 2 February 2000 at which it took evidence from senior Treasury officers and
others. It is hoped that the recommendations of this Committee will prevent instances of unauthorised
expenditure from the Consolidated Fund while retaining and enhancing Parliamentary control over the
public purse.
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The Statement of the Budget Result
The Statement of Budget Result is prepared using Government Finance Statistics (GFS) data
classification principles. GFS is a set of statistical standards for the presentation of public sector
outlays, receipts and financing transactions on a cash basis. It is based on standards developed by the
International Monetary Fund and is similar in most (but not all) respects to the system advocated by
the United Nations. In Australia, the GFS is used by the Australian Bureau of Statistics in its
classification of public sector finances.
A statement prepared under GFS principles differs significantly from an operating statement prepared
under accounting principles. In part, this reflects the differing purposes for which they are designed.
A GFS statement is designed to show, inter alia, the economic impact of government activity in the
period on the rest of the economy. As such it includes, for example, the full cost of assets purchased
or sold in the period.
An operating statement is designed to show, inter alia, a matching of revenues and expenses for the
period. It includes, for example, only the cost of asset consumption (depreciation) in the period.
The prominence of GFS statements in the past has been partly due to the lack of consistent financial
data in jurisdictions worldwide for agencies in the General Government Sector. With the growing
availability in many countries of government agency financial statements based on independent
accounting standards, increasing prominence is being given to those statements as the more
meaningful measure of financial performance.
Deficiencies in cash reporting have been reported each year since the audit of the Statement of the
Budget Result commenced. Because it is not accrual based it does not show all the economic
transactions of a Government and the results are susceptible to manipulation by 'last minute'
transactions.
The Australian Bureau of Statistics has advised that the accrual basis will be adopted for Government
Finance Statistics purposes from 1999-2000 onwards. This should help address these shortcomings.
1998-99 is the first year in which the Statement has been prepared on a General Government Sector
basis. In previous years the Statement was prepared on a Budget Sector basis. The Budget Sector
consisted of those General Government Sector agencies that were budget dependent. The General
Government Sector is one of the categories used by the Australian Bureau of Statistics to classify
government agencies.

AUDIT FINDINGS
Independent Audit Report
The audit of the Statement of Budget Result for the year ended 30 June 1999 resulted in the issue of a
qualified Independent Audit Report. This report is detailed hereunder.

Scope
I have audited the Statement of Budget Result for the year ended 30 June 1999. The Treasurer is
responsible for the statement and he has determined that the policies used are appropriate for
reporting the Government's budget result in accordance with the Australian Bureau of Statistics'
Government Finance Statistics principles. There are no statutory requirements as to the form,
content or audit of the statement.
The Statement has been prepared to disclose the Government's actual budget results. I disclaim
any assumption of responsibility for any reliance on this report or on the Statement for any
purpose other than that for which it was prepared.
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I ha e conducted an independent audit of the Statement of the Budget: Result in order to express
an opinion on it to Members of the New South Wales Parliament. and the Treasurer on its
preparation and presentation
My audit has been conducted in accordance with Australian Auditing Standards to provide
rea onable a surance whether the Statement of the Budget Result is free of material misstat.e ment.
My procedures included examination, on a test basis, of evidence supporting the amounts and
other disclosures in the Statement of the Budget Result, and the evaluation of accounting policies
and significant accounting estimates. These procedures have been undertaken to form an opinion
whether, in all material respects the Statement of the Budget Result presents fairly in accordance
with Australian Bureau of Statistics ' Government Finance Statistics principles the budget result.
The audit opinion expressed in this report has been formed on the above basis.

Qualifications
Note 2, Compliance with Australian Bureau of Statistics Classifications, discloses that the
classification of premiums on loans issued does not comply with Government Finance Statistics
principles . These principles require premiums to be treated as a negative interest payment in the
year of issue but they have been treated as a negative interest payment in the year of maturity or
prepayment. I have not been able to conduct audit procedures to quantify reliably the effects on
the financial report of this matter.

Qualified Audit Opinion
In my opinion, except for the effect of the matter referred to in the qualification paragraph, the
Statement of Budget Result presents fairly the budget result in accordance with the Australian
Bureau of Statistics ' Government Finance Statistics principles.

The Audit Process
Audit procedures are focussed on obtaining sufficient audit evidence to support a conclusion that
material misstatement is unlikely to exist. The concept of materiality relates to information which, if
omitted, misstated or not disclosed separately has the potential to adversely affect decisions made by
users of the financial report or the discharge of accountability by management. In financial reports
audited by the Audit Office, the extent to which Parliament may be interested in or influenced by the
information contained in (or omitted) the financial report will often be a major factor in determining
materiality.
For audit purposes, the materiality of the Government Financial Statistics (GFS) result is based on the
total outlays aggregate. The NSW Government Budget result is the net GFS surplus/deficit for the
financial year. Because of the relatively small size of this result compared to gross receipts and
outlays and the significant variations from year to year, it is not economical to carry out audit
procedures that would give a high level of assurance that the budget result was not materially
incorrect. Nevertheless, the audit procedures performed did not provide any evidence that the budget
result was misstated.
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BUDGET RESULT
As this is the first year in which the Statement of Budget Result has been prepared on a General
Government Sector basis, the chart below shows budgeted and audited actual Budget Sector results
compared for 1993-94 to 1997-98 and General Government Sector actual results for the period 199394 to 1998-99. The results for the General Government Sector for the period 1993-94 to 1997-98 are
unaudited Treasury figures.
Budget Result
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The result for 1998-99, a deficit of $2,678m, included the funding of the Superannuation Conversion
Offer. The result excluding the conversion offer would have been a surplus of $588m. The 1998-99
Budget estimated that the result would be a surplus of $45m.

Financial Statement
Actual
1998-99
$m

Budget
1998-99
$m

Current outlays
Less: current receipts
Current result- surplus

22,222
24,995
2,773

21,490
23,849
2,359

Capital outlays
Less : capital receipts
Capital result- (deficit)

3,489
1,304
(2,185)

3,112
798
(2,314)

Total result- surplus
Superannuation Conversion funding
Adjusted Result- surplus/(deficit)
Financed by/(used for):
Net decrease/(increase) in advances made
Net borrowings/(repayments)
Net decrease/(increase) in cash and investment balances

588
3,266
(2,678)

(66)
2,756
(12)
2,678

45

--45

(75)
(67)
97
(45)
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Current receipts were $1, 146m higher than budget due to substantially better than expected State
Taxation revenue. Revenues from taxes, fees and fines exceeded budget estimates by approximately
$755m or 5.6%. Higher State taxes primarily reflected strong growth in the share and property
market . Better than expected current receipts were also attributable to additional Medicare funding
from the Commonwealth and the receipt of a full year of Commonwealth Safety Net Payments. These
replaced the franchise fees on petroleum, tobacco and liquor products following the High Court
deciuion on 5 August 1997 which found the tobacco franchise fees to be 'unconstitutional'.
Current outlays were higher than budget by $732m. This was mainly due to unexpected expenditures
in health, community service payments and road maintenance (following storm damage).
Capital outlays were $377m greater than budget while capital receipts were $506m higher. Both of
these were primarily the result of the GFS treatment of the transfer of assets between the General
Government Sector and public trading enterprises. The Australian Bureau of Statistics requires that
transfers of economic assets to and from the General Government Sector be recognised as cash or
cash-approximations.
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The Crown Entity
The Crown Entity is the entity that reports on those service-wide assets and liabilities that are the
overall responsibility of Government, rather than being the responsibility of individual government
departments or statutory authorities. The financial report of the entity also covers all revenue raised by
the Consolidated Fund and all Consolidated Fund payments made to agencies.

Activities Administered by the Crown Entity
The Crown Entity includes both non-commercial and commercial activities. Non-commercial
activities include:

+

Consolidated Fund - activities include the collection of State taxation, Commonwealth grants
and financial distributions from non-budget dependent agencies and the payment of recurrent
and capital appropriations to budget dependent agencies.

+

Crown Transactions Entity - administers the Service-wide programs funded from the
Consolidated Fund. The main activities are :
•

servicing of the Crown Entity's debt portfolio

•

administration of superannuation and long service leave liabilities for budget dependent
agenctes

•

the provision of grants to public sector bodies

•

administration of the Crown Property Portfolio. A separate general purpose financial
report is prepared and audited for this activity and a review of its operations for 1998-99
was included in Volume Three of the Auditor-General's Report to Parliament for 1999.

Commercial activities comprise:

+

Crown Lands Homesites Program - a commercial activity involving the development and
sale of Crown land for homesites in urban areas. A separate general purpose financial report is
prepared and audited for this entity and a review of its operations for 1998-99 was included in
Volume Three of the Auditor-General's Report to Parliament for 1999.

+

Land Development Working Account- a commercial activity that develops and sells Crown
land for residential purposes in country areas and for commercial purposes on a statewide basis .
A separate general purpose financial report is prepared and audited for this entity and a review
of its operations for 1998-99 was included in Volume Three of the Auditor-General's Report to
Parliament for 1999.

+

NSW Non-Budget Long Service Leave Pool- a commercial activity that administers the long
service leave liability for some agencies that have moved from the being budget dependent to
non-budget dependent. A separate general purpose financial report is prepared and audited for
this entity and a review of its operations for 1998-99 was included in Volume Three of the
Auditor-General's Report to Parliament for 1999.

+

NSW Structured Finance Activities- a commercial activity managing cross border leases and
other structured finance arrangements. A separate general purpose financial report is prepared
and audited for this entity and a review of its operations for 1998-99 was included in Volume
Three of the Auditor-General's Report to Parliament for 1999.
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Insurance Ministerial Corporation - a commercial acttvtty created to accept the assets,
liabilitie , right and obligations of Government insurance operations which are currently
managed by the GIO. A separate general purpose financial report is prepared and audited for
thi entity and a review of its operations for 1998-99 was included in Volume Three of the
Auditor-General's Report to Parliament for 1999.

Status of the Crown Entity
The Crown Entity is not scheduled under the Public Finance and Audit Act 1983 as a government
department or a statutory authority. However as the -Crown Entity is controlled by the Treasurer,
under ection 45A(IA) of the Act it is regarded as a government department for financial reporting
purpo e .
Government departments are required to comply with Australian Accounting Standard AAS 29
'Financial Reporting by Government Departments' and the Treasury's 'Financial Reporting Code for
Budget Dependent Agencies'. Due to its unique structure, the Crown Entity could not comply with the
Code and the Treasurer has granted an exemption.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
Treasurer's Superannuation Conversion Offer

In November 1998 the Government announced and legislated for a plan to reduce its unfunded
superannuation liability by offering members of closed defined benefits schemes the opportunity to
convert to the First State Superannuation accumulation scheme. A condition of the legislation was that
the defined benefit members receive the offer document by 1 April 1999. This timetable could not be
achieved and the offer to fund members was withdrawn.
Subsequently the legislation was repealed and re-enacted as the Superannuation Legislation
Amendment Act 1999. While the overall objective remams, the changes contained in the latest
legislation include:

+

the Treasurer to determine the dates for the offer and acceptance deadlines

+

the dollar value of the offer being enhanced.

The offer was forwarded to most members in January 2000. The deadline for acceptance of the offer
has been advised as 31 May 2000.
To fund the proposed superannuation conversion offer, $3.3 billion was borrowed by the Crown Entity.
The borrowing was arranged in five tranches beginning in February 1999. For the period from February
to June 1999 the projected net interest expense for the loan was $6.8m, taking into account the amounts
paid out to SAS Trustee Corporation (STC). Conversion offer c~nsultancy fees and other operating
expenses amounted to $1.2m.
A prepayment of $3.3 billion was made in June 1999 into the Pooled Funds Schemes. This was
equivalent to three forward years of Crown superannuation contributions to the STC and will provide the
liquidity to enable the payout of accumulated benefits for those members who accept the offer. As a result
of borrowings for the conversion offer, General Government Sector net debt has increased by $3.3 billion
and net unfunded superannuation liabilities have reduced by $3.3 billion, resulting in no change to the
·
State' s liabilities.
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The State's unfunded superannuation liability is expected to reduce by at least $1 billion over the fouryear period ended 30 June 2002 due to two factors:

+

Reduction of past service gross superannuation liabilities resulting from member acceptances of
the conversion offer, because the present value of the lump sum offer is generally less than the
present value of future pension benefits; and

+

Faster utilisation of the Pooled Fund's Commonwealth superannuation tax funding credits.

University Superannuation
Under Commonwealth-State Government arrangements, the Commonwealth assumed responsibility
for funding of superannuation for all universities in New South Wales. In accordance with these
arrangements, New South Wales has an obligation to the Commonwealth Government to provide
funding for university superannuation costs, but no direct financial obligation for the superannuation
liabilities of the universities . The State's payments to the Commonwealth are based on a formula
calculated by reference to the proportion of annual superannuation contributions from universities
needed to meet the emerging cost of pension and lump sum payments.
A review of the State's obligation to the Commonwealth by the State Treasury concluded that the
State had no presently arising liability to the Commonwealth, merely a commitment to make future
payments to · the Commonwealth in accordance with the Agreement. This treatment resulted in the
Crown Entity reducing liabilities by $520m. The future payments to the Commonwealth are now
recognised as commitments in the notes to the financial report. The amount recognised as a
commitment was estimated by the Government Actuary to be $352m at 30 June 1999.

State Superannuation Scheme Contributors' Reserve Distribution
The Crown Entity recognised as a gain, an estimated distribution from the unallocated balance of the
State Superannuation Schemes Contributors' Reserve to the State Superannuation Scheme employers
reserve accounts. The Government Actuary estim~ted the Crown Entity, as an employer, was eligible
to receive approximately $704m as a result of the distribution. The unallocated amount largely arose
from inappropriately designed benefit funding arrangements between contributors' reserves and
employer reserves in the three years to 30 June 1992.
The Audit Office did not consider it appropriate to recognise this gain at 30 June 1999 as there was
uncertainty as to the final amount to be recognised as the allocation process had not been completed
and the approvai of the SAS Trustee Corporation and the Minister had not been obtained as required
by the State Superannuation Act 1917.

NSW Treasury Corporation Annuity Case
An amount of $164m was recognised as owing to NSW Treasury Corporation. This liability arose as a
result of a successful challenge by the Australian Tax Office concerning the deductibility of certain
expenses by annuity investors . The New South Wales Government had indemnified the Corporation
against loss at the time the annuity investments were taken up. The amount relates back to the period
of the inception of the annuity transaction in 1986.
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AUDIT FINDINGS
Delays in the Financial Report
The preparation and audit of the Crown Entity financial report was considerably delayed which
re ulted in the tatutory deadline of 20 October 1999 not being achieved. The reason for the delay was
mainl the latene in re olving the appropriate accounting treatment for certain property leases
managed by the Crown Property Portfolio.

Independent Audit Report
The audit of the Crown Entity's financial report for the year ended 30 June 1999 resulted in the issue
of a qualified Independent Audit Report. The qualification related to:

+

Invalid State Taxes - the inclusion of revenue found by the High Court to be invalid in the
pre ious year's financial report.

+

Superannuation Recognition of Unallocated Reserves - the recogmtwn as revenue of an
amount $704m which was an estimate of the amount to be distributed to employers reserves of
the State Superannuation Scheme, even though the allocation and approval process had not
been completed as required by the Superannuation Act 1916.

+

Crown Land - the non-completion of the project to identify and value Crown Land.

An emphasis of matter was also expressed regarding litigation by various HomeFund borrowers,
which i being defended on behalf of the Government.
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FINANCIAL INFORMATION
Operating Statement
1999
$000

1998
$000

EXPENSES
Superannuation
Long service leave
Depreciation and amortisation
Grants and subsidies
Finance
Insurance claims
Other
Recurrent appropriations
Capital appropriations

TOTAL EXPENSES

1,481,609
339,100
10,570
72,756
1,309,686
719,187
689,058
19,904,481
2,304,200
26,830,647

I ,426,923
263,999
5,156
241,096
1,618,919
686,468
769,630
18,834,942
1,947,437
25,794,570

12,827,854
11,166,285
1,495,964
106,486
657,687
227,850
722,385
27,204,511

12,014,076
10,239,726
I ,782,039
123,689
612,750
221,615
557,631
25,551,526

32,374

28,844

406,238

(214,200)

REVENUES
Taxation, tines and regulatory fees
Commonwealth grants
Financial distributions
Retained taxes, fees and fines
Sale of goods and services
Investment income
Other

TOTAL REVENUES
Gain on sale of non-current assets
SURPLUS/(DEFICIT) FOR THE YEAR
BEFORE ABNORMAL ITEM
Abnormal items (expense)/revenue

1,060,522

946,098

SURPLUS FOR THE YEAR

1,466,760

731,898

Following is a brief commentary of the major expenses and revenues of the Crown Entity. Further
detailed comment on Consolidated Fund revenues and expenditures is included in the section on the
Pub! ic Accounts and the Total State Sector Accounts which· appears earlier in this Volume.

EXPENSES
Long Service Leave and Superannuation
The Crown Transaction Entity administers superannuation and long service leave liabilities for most
budget dependent agencies. The major exception is the Roads and Traffic Authority, which retains
responsibility for its own liabilities. Superannuation expenses before abnormal items of $704m,
amounted to $1,481 m at 30 June 1999 compared to $1 ,426m in 1998. The $704m represented the
estimate of the amounts to be credited to employer reserve accounts in the State Superannuation
Scheme commented on above.

Grants and Subsidies
The major items in grants and subsidies were:
•

$53m expense in respect of Natural Disaster Relief ($20.3m in 1997-98)

+

$11 m payment to Sydney Water Corporation for exempt properties

•

$1.2m for debt assumed by the Crown Entity in respect of Lord Howe Island Board.
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Finance Costs
Finan e co t repre ent interest charges on the debt portfolio, which is managed by the Crown Emtity
on behalf of government agencies. Interest charges are paid mainly to NSW Treasury Corporation and
the Commonwealth Government.

Insurance Claims
In urance claims expenses are for current and closed Government inSIUrance schemes managed by the
In urance Ministerial Corporation. Included is the New South Wales Treasury Managed FuJitd, which
i a elf-in urance scheme for the Government covering all budget departments, public hospitals and a
number of government authorities. A review of the operations of the Insurance Ministerial
Corporation was reported at pages 770 to 777 of Volume Three of the Auditor-General's Report to
Parliament for 1999.

Other
This included $1 02m of special revenue assistance provided by New South Wales to the
Commonwealth Government to reduce the Commonwealth budget deficit.

Appropriations
Recurrent appropriations totalled $19.9 billion, and capital appropnatwns, $2.3 billion. These
amounts represent payments made from the Consolidated Fund to agencies for recurrent and capital
expenditure.

REVENUES
State Taxation
State taxation receipts totalled $12.8 billion of which $4.2 billion or 32% was payroll tax and $4.0
billion or 3 1% was stamp duty . Further comment on State taxation is included in comment on the
Public Accounts and the Total State Sector Accounts, which appears earlier in this Volume.

Commonwealth Grants
Commonwealth grant receipts totalled $11.2 billion, of which General Purpose Recurrent Grants was
$4.8 billion and Specific Purpose Recurrent Grants was $3.4 billion . Specific Purpose Capital Grants
amounted to $0.8 billion. Additional to Recurrent Grants was an amount of $2.1 billion which
represented Commonwealth revenue replacement under the safety net arrangements put in place after
the High Court decision on 5 August 1997 making levy and collection of state licence and franchise
fees on tobacco, liquor and petrol unconstitutional. Further comment on revenue from Commonwealth
grants appears in comment on the Public Accounts and the Total State Sector Accounts earlier in this
Volume.

Sale of Goods and Services
Sale of goods and services totalled $658m which mainly comprised property rentals $124m; insurance
premium revenue $504m; and reinsurance and other recoveries revenue $30m.
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Abnormal Items
Abnormal items include an amount of $164m relating to the NSW Treasury Corporation payment to
annuity investors. This arose from the successful High Court challenge by the Australian Tax Office
concerning the deductibility of certain expenses by annuity investors.
The superannuation distribution from State Superannuation Scheme contributors' reserve to the
Crown Entity amounted to $704m.

Statement of Financial Position
1999
$000

1998
$000

CURRENT ASSETS
Cash
In vestments
Ad vances repayable to the State
In ventori es
Receivables
Other
TOTAL CURRENT ASSETS

777,798
563,290
113,577
27,687
1,401,538
22,278
2,906,168

982,261
208,567
73 ,576
36,554
1,436,844
413
2,738,215

NON-CURRENT ASSETS
Property
In vestments
Ad vances repayable to the State
In ventori es
Receivables
Other
TOTAL NON-CURRENT ASSETS

957,289
1,001,936
1,825,693
8,609
1,229,954
1
5,023,482

803 ,21 3
1,171,945
I ,935,772
8,609
I ,038 ,435
4
4,957,978

TOTAL ASSETS

7,929,650

7,696,193

CURRENT LIABILITIES
Payables
Bank overdraft
Borrowings
Unfunded superannu ation
Other emplo yee entitlements
Provis ion fo r outstanding insurance cl aims
Lease incentive
Other
TOTAL CURRENT LIABILITIES

509,634
1,486,334
4,082,504
25,000
223,115
603,516
5,667
48,732
6,984,502

482,605
1,736,497
2,279,569
1,081 ,700
186,211
562,909
5,667
19 114
6,354,272

NON-CURRENT LIABILITIES
Borrowings
Unfunded superannuation
Other empl oyee entitlements
Pro vi sion for outstandin g insurance claims
Lease incentive
Other
TOTAL NON-CURRENT LIABILITIES

13,361,291
7,844,783
1,559,467
2,174,829
36,834
407,372
25,384,576

12,202,264
11 ,131,321
I ,423 ,040
2,152,655
42,500
393,251
27,345,031

TOTAL LIABILITIES

32,369,078

33,699,303

NET LIABILITIES

(24,439,428)

(26,003, 11 0)

EQUITY
Accumulated deficit
Reserves
TOTAL EQUITY

(24,941,325)
501,897
(24,439,428)

(26,424,356)
42i,246
(26~003~11 0)
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ASSETS
The major components include investments, receivables and advances repayable to the State.

+

The majority of receivables represent dividends and tax equivalents payable to the Crown
Entit by eligible agencies. Provision for deferred income tax amounted to $1,147m.

+

Ad ances repayable to the State totalled $1 ,940m and relate mostly to Commonwealth housing
ad ances on-lent to the Department of Housing ($1 ,679m) . The Department of Health owed
$81 m in advances at 30 June 1999.

+

In e tments of $1 ,565m were represented mostly by deposits held in the HourGlass facility
with NSW Treasury Corporation.

LIABILITIES
Borrowings
Comment on borrowings and superannuation
Sector Accounts section of this Volume.

IS

included m the Public Accounts and Total State

Provision for Outstanding Insurance Claims
The provision of $2,778m relates to the New South Wales Insurance Ministerial Corporation. The
provision is to cover claims for losses that have occurred, including future developments on known
claims as well as claims yet to be reported. Further information on the Insurance Ministerial
Corporation was included in Volume Three of the Auditor-General's Report for 1999.

Unfunded Superannuation
As mentioned above, liabilities relating to State superannuation payments to the Commonwealth for
Universities in New South Wales had previously been classified as unfunded superannuation
liabilities. These liabilities arose because some employees of universities and former Colleges of
Advanced Education remained members of State public sector superannuation schemes rather than
transferring to the Superannuation Scheme of Australian Universities. The liabilities are not reflected
in the financial statements of the universities.
The Treasury has reviewed these unfunded liabilities resulting in reclassification to commitments for
future expenditure. The Government Actuary's estimate of the present value of the State's
commitment for the annual reimbursements to the Commonwealth Government was $352m at 30 June
1999.

Incentive from Lessor
Lease incentives of $42.5m represented payment received by the Crown Property Portfolio from the
Superannuation Administration Authority for a 12-year lease on the Governor Macquarie Tower. The
lease incentive will be progressively reduced over the term of the lease through transfers to property
rental income.

Other
Other liabilities totalled $456m of which 89% is an income tax equivalent future income tax benefit.
The remainder is a provision for shortfall in lease payments.
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The Legislature
ESTABLISHMENT AND OBJECTIVES
The Legislature provides the Parliamentary Government for New South Wales. The main function is
to make laws or amend existing laws for the peace, welfare and good government of the State, in all
matters not specifically reserved for the Commonwealth Parliament. It also has the constitutional
obligation to hold the Government accountable for its use of taxpayers' moneys, powers and
resources.
The Legislature is responsible for the provisiOn of administrative and support services for
parliamentary representation comprising the members of the Legislative Assembly and the Legislative
Council. Support services include the Parliamentary Library, Hansard and building, catering and
special services at Parliament House.

AUDIT PROVISIONS
Because the Legislature is not an entity scheduled under the Public Finance and Audit Act 1983
(PF&A Act) the audit is undertaken at the invitation of either the Speaker of the Legislative Assembly
or the President of the Legislative Council. In its report into Parliamentary and Electorate Travel (see
below), the Independent Commission Against Corruption (ICAC) recommended that the Legislature
should be scheduled under the PF&A Act, thereby providing the Auditor-General with statutory
jurisdiction to audit its accounts. The Presiding Officers are of the view that the suggested
arrangement would result in the Legislature taking on the status of a government department and be
subject to executive government control. The Presiding Officers claim that this will necessitate greater
compliance with public sector work practices and procedures, which will prejudice the Members'
independence and flexibility in servicing Members' needs. Neither the Audit Office nor ICAC agree
with this view.
As in prior years, the financial operations of the Parliamentary House Committee have not been
included in the Legislature's financial statements. A separate special purpose financial report is
prepared by the Parliamentary House Committee and is audited by the Auditor-General and returned
to the Chairman of the Committee. Discussions are currently taking place between the Audit Office
and The Speaker of the Legislative Assembly (who is also the House Committee Chairman) as to
whether the House Committee is a reporting entity, and therefore should prepare a general purpose
financial report. Also. linder consideration is the status of the Committee's accumulated funds of
$1.4m as at 30 June 1999. Once this matter is finalised, it will be reported in a future Volume of the
Report to Parliament. Financial operations of all other committees of the Parliament are included in
the financial report of the Legislature.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
Parliamentary Travel
As reported in Volume Two of the Auditor-General's Report to Parliament for 1998, ICAC conducted
an investigation into Parliamentary and Electorate travel and issued a first report in June 1998 relating
to corrupt conduct of a parliamentary member. Subsequently, ICAC performed a review of the
administrative systems of parliamentary travel and issued a second report in December 1998,
containing 63 recommendations for reform.
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On 9 o ember 1999 a third report was issued, detailing the responses and measures implemented by
the Legi lature. The report indicates that the principal officers and administration of the Parliament
ha e hown trong interest in implementing the majority of the recommendations. Of the. 63
recommendations, three will not be implemented and twelve will require further consideration by the
Pre iding Officers.

Parliamentary Remuneration Tribunal
The Parliamentary Remuneration Amendment Act 1998 allows the Parliamentary Remuneration
Tribunal to set allowances and other entitlements to apply to members of Parliament. The Tribunal
wa originally scheduled to bring down a new determination in December 1998. Owing to a number
of factor , including the release of the second ICAC report into Parliamentary travel, a draft
determination was submitted to Treasury for consideration in May 1999. Treasury raised a number of
concerns with the financial management and administrative issues in the draft. Subsequently, the draft
determination was not proceeded with.
The Tribunal has since issued a new determination on 20 December 1999, effective 1 January 2000.
Legislature management has advised that the implementation of this determination has now been
deferred to 1 July 2000 due to insufficient lead time for system modification, and for clarification of
i sues arising from the new determination .
The definition in the legislation of 'parliamentary duties' includes recognised political activities. It is
the Audit Office's view that the expenses for these recognised political activities could validly be met
only within the framework of the Tribunal's determination. In other words, it would not be within the
capacity of the Legislative Council or Legislative Assembly, individually or jointly, to establish an
arrangement to meet these expenses additional to or at variance from that set down by the Tribunal.

AUDIT FINDINGS
Audit Opinion
The audit of the Legislature's financial report for the year ended 30 June 1999 resulted in a qualified
Independent Audit Report. The qualification stated:
Because the Treasurer did not obtain the Governor's approval in terms of section 22 of the Public
Finance and Audit Act 1983, $163,000 was unlawfully appropriated from the Consolidated Fund.
This unlawful appropriation breaches section 45 of the Constitution Act 1902 and other related
statutory requirements. The unlawful appropriation has been recognised in the Legislature's
financial report.

Accounting Issues
Valuation of Archive and Library Collections
During the year, the Legislature obtained independent valuations for its archives and library
collections, previously reported at $1 in the financial report. The collections are now valued at $4.7m
and $7 .6m respectively and are recognised in the financial report as an adjustment to accumulated
funds.
Fringe Benefits Tax
During the year, the Crown agreed to assume any fringe benefits tax (FBT) liability in respect of
Members' and former Members' travel passes. Based on consultation with the Australian Taxation
Office, Treasury believes that the value of the benefits arising from the use of travel passes is
minimal.

Thel£~wrure
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Revaluation of Physical Non Current Assets
In accordance with Government requirements for a revaluation of non-current physical assets every
five years, the Legislature's land, buildings and plant and machinery were revalued by independent
valuers as at 1 July 1998.
The revaluation resulted in an increment of $8m for land being credited to an asset revaluation
reserve, and decrements of $23.9m for buildings and $4.4m for plant and machinery being taken
through the income and expenditure statement as 'other expenses'.

Year 2000 Millennium Issue
Over the last two years, the Legislature implemented a program to address the then potential computer
system failures attributable to the date change from the year 1999 to 2000. The total cost of Year 2000
computer system rectification to 30 June 1999 amounted to $1.1m.

Catering Services
The Legislature provides catering services, namely dining room and bar facilities within the precincts
of Parliament House for members, staff and others. The cost of providing these services is funded
from the Consolidated Fund program 'Parliamentary Support Services- Joint Services'.
The Legislature's expenditure relating to catering for 1998-99 amounted to $2.5m ($2.4m in
1997-98). This included staff salaries and related payments of $2.1m ($1.9m) and other operating
expenses of roundly $400,000 ($500,000).
The Parliamentary House Committee operates the trading facilities and receives income from sales
and is responsible for food and liquor costs. Contributions from the Parliamentary House Committee
to the Legislature amounted to $1m ($1m).

Implementation of new Financial System
The Legislature has implemented a new integrated financial management, payroll and human resource
computer system, with effect from 1 July 1999. The cost of the implementation to 30 June 1999
amounted to $694,959 . The Audit Office intends to review and rely on the internal controls over the
applications and computer processing environments during the audit for 1999-2000.
Control Issues
During the course of the audit, instances of minor weaknesses in internal controls were observed
which have been discussed with management and included in a management letter.
Compliance Issues
As well as reviewing those requirements that govern the form and content of the financial report,
other requirements that could have a financial impact on the agency are reviewed on a cyclical basis.
The areas subject to review this year were: core business activities being in accordance with approved
program descriptions and the time limits set in the Annual Reports (Departments) Act 1985 for the
presentation of the agency's annual report to Parliament. The Legislature has complied with the
relevant legislation and its policies and practices.
The review of core business activities across all agencies arrived at some initial conclusions. Further
work will be conducted on this matter in order to report conclusively to Parliament in 2000.
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62________________---'Auditor-General's Report to Parliament 2000 Volume One
OPERATIONAL MATTERS
Legal Proceedings
The Legi lature is involved in two separate legal proceedings involving the Speaker of the Legislative
A embly (being the employer) and former electorate office staff relating to alleged unfair contracts
of employment. The Legislature estimates that it has a potential liability of $400,000, inclusive of
legal fees and disbursements.

In a separate action the Legislative Assembly was the respondent to an alleged unfair dismissal action
relating to an electorate office employee. A negotiated settlement has since been reached with a
payment of redundancy and leave entitlements.
As reported in prior years, the Legislature was also involved in legal proceedings instituted by the
Honourable M R Egan against the Legislative Council. On 10 June 1999, the Court of Appeal
unanimously rejected the proceedings. Legal costs incurred by the Legislature in this case amounted
to $100,076 in 1998-99 ($82,000 in 1997-98).

Overseas Travel
All overseas travel is approved by the Speaker of the Legislative Assembly or the President of the
Legislative Council. In terms of parliamentary guidelines, New Zealand and New Guinea are not
considered to be overseas destinations. The Legislature has provided details of overseas trips by
committee members and staff and visits to NSW by overseas delegations at the Parliament's expense.
These details do not include travel by individual members travelling in their own right. These travel
costs have fallen by 82% compared with 1997-98, mainly due to campaign commitments by
Members for the election in March 1999.
House

Destination

Dates

Cost

UK, Switzerland
France

9-7-98-26-7-98
8-11-98- 15-11-98

$
46,363
4,260
50,623

Thailand
Canada
Philippines
Malta

4-10-98- 17-10-98
17-8-98 - 26-8-98
18-10-98 - 25-10-98
25-5-99 - 9-6-99

COMMITTEES
Law and Justice
Regulation Review

OTHER TRAVEL- MEMBERS AND
LEGISLATURE STAFF

LC
Joint

4,668
7,684
6,158
7,099
25,609
76,232

In addition, the Legislature pays an annual grant to the Commonwealth Parliamentary Association to
fund overseas study tours for Members. In 1998-99, the Legislature paid $144,200, representing the
cost of seven overseas study tours, at $20,600 per Member.

One of the recommendations contained in the previously mentioned ICAC report into parliamentary
travel is for the Legislature to publish annually details of individual Members' use of publicly funded
travel resources including destinations, frequency, reason and cost. Consideration is presently being
given by the Legislature to incorporating this information in future annual reports.

TheLe~~mre
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FINANCIAL INFORMATION
Operating Statement

-

EXPENSES
Operating expenses
Employee related
Other operating expenses
Maintenance
Depreciation and amortisation
Other expenses
TOTAL EXPENSES
RETAINED REVENUE
Sale of goods and services
Investment income
Grants and contributions
Other revenue
TOTAL RETAINED REVENUE
Gain/(loss) on sale of non-current assets
NET COST OF SERVICES
GOVERNMENT CONTRIBliTIONS
Recurrent appropriation
Capital appropriation
Acceptance by the Crown Entity of employee entitlements
and other liabilities
TOTAL GOVERNMENT CONTRIBUTIONS
DEFICIT FOR THE YEAR

1999

1998

$'000

$'000

35,024
14,790
1,250
3,546
55.826
110.436

32,163
13,457
1,059
2,520
28,016
77,215

1,059
56
1,391
1,072
3.578

1,255
62
1,178
4l8
2.913

66

(46)

106.792

74,348

63,857
4,632

61,989
1,989

9,327
77,816

9,120
73.098

(28,976)

(1,250)

The major fluctuations are explained as follows:

+

employee related expenses increased by $2.9m due to two award increases and redundancy
payments of $839,831

+

other operating expenses increased by $1.3m mainly due to the increases in computer and
telecommunication costs. During the year, the Legislature acquired 135 printers at a cost of
$1 m for electorate offices. Increased usage of the ISDN network by electorate offices
contributed to an increase of $440,000 in telecommunication costs.

+

depreciation and amortisation increased by $1 m mainly due to the inclusion for the first time of
depreciation of the Parliament House building

+

other expenses increased by $27 .8m mainly as a result of the decrements on revaluation of the
Parliament House building ($23.9m) and plant and machinery ($4.4m)

+

the increase in other revenue was mainly due to the refund for ISDN telecommunication
charges from Telstra in 1997-98.

------------------------------------------------------------------Thel£g~wture

64 ____________________,Auditor-General's Report to Parliament 2000 Volume One
Program Information
The table below details the Legislature' s net cost of services on a program basis:
1999

1999

Revenues*
$' 000

Expenses*
$' 000

1999
Net Cost
of Services
$'000

Parliamentary Government- Legislative Counci l
Parliamentary Government- Legislative Assembl y
Parliamentary Support Services- Joint Services

76
975
2,626

17,026
46,4(12
47.041

16,950
45 ,427
44,415

16,067
44,225
14,056

Total all programs

3,677

110,469

106,792

11.,348

Program Description

1998
Net Cost
of Services
$'000

* Includes gain/(loss) on sale of non-current assets.
Statement of Financial Position
1999
$'000
CURRENT ASSETS
Cash
Receivables
Inventories
T OTAL CURRENT ASSETS

1,219

254
566
80
900

NO N-CURRENT ASSETS
Land and buildings
Plant and equipment
Other
T OTAL NON-CURRENT ASSETS

97,469
13,044
15,709
126,222

110,309
20,426
3,349
134.084

T OTAL ASSETS

127,441

134,984

1,299
3,789
5,088

1,022
2,964
3,986

178

157

5,266

4,143

NET ASSETS

122,175

130,841

E Q UITY
Reserves
Accumulated funds
T OTAL EQUITY

8,000
114,175
122,175

130,841
130,841

CURRENT LIABILITIES
Accounts payable
Employee entitlements
T OTAL CURRENT LIABILITIES
NO N-CURRENT LIABILITIES
Employee entitlements
T OTAL LIABILITIES

Th e Leg~ wture

472
747

1998

. $'000 .
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The major fluctuations are explained as follows:

+

Land and buildings decreased by $12.8m mainly due to the decrement on revaluation of the
Parliament House building.

+

Plant and equipment decreased by $7 .4m due to the decrement on revaluation of plant and
machinery.

+

Other non-current assets increased by $12.3m due to the recognition of archives and library
collections for the first time.

+

Reserves increased to $8m following the revaluation increment on land.

Cash Flows
The net increase in cash during the year of roundly $218,000 is mainly attributable to cash flows from
other receipts.
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Public Accounts Committee
ESTABLISHMENT AND OBJECTIVES
The Public Accounts Committee is a statutory committee of the New South Wales Parliament. The
Committee is established under section 54 of the Public Finance and Audit Act 1983 and comprises
fi e members of the Legislative Assembly, three of whom, including the Chairman, are members of
the Government' s party. By Parliamentary Committees Legislation Amendment Act 1999, the
membership of the Public Accounts Committee was increased to six. A new committee was
con tituted on 3 June 1999 following the March 1999 State election and it includes an independent
Member of Parliament for the first time.
Although the accounting and reporting requirements of the Public Finance and Audit Act 1983 and
the annual reporting legislation do not apply, the Committee has, since 1983-84, reported annually to
the Parliament on its operations.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
During 1998-99, the Committee's significant achievements included 2 reports. The reports were:

+

Report (No 117): Offshore and Off-Target: Why New South Wales Lags the Field in Overseas
Projects: A follow up report.

+

Report (No 118): Streamlining Payments of Overdue Debts.

FINANCIAL INFORMATION
The audit of the Committee's special purpose financial report for the year ended 30 June 1999
resulted in the issue of an unqualified Independent Audit Report.
The Committee is funded as part of the Legislature's Consolidated Fund appropnahon. The
expenditure incurred by the Legislature on behalf of the Public Accounts Committee for 1998-99
amounted to $332,866 ($475 ,024 in 1997-98).
For the year ended 30 June 1999, the net cost of services was $332,307 ($341 ,347). Expenses
amounted to $332,866 ($475 ,024), comprised mainly of employee-related costs of $197,913
($238,473), peer review expenses of $62,776 ($10,102) and other operating expenses of $56,522
($ 102,136). Income from conferences and seminars for the year was nil ($131,655 in 1997-98).
The Committee' s surplus for 1998-99 of $559 ($133,677 in 1997-98) was returned to the Legislature.
The Committee does not own assets, nor does it incur liabilities in its own right. The Legislature
provides substantial personnel, accounting, accommodation, security, cleaning etc. services at no cost
to the Committee. On this basis, the net cost of services does not reflect the full cost of the
Committee' s operations.

Peer Review of the Auditor-General's Office
As required by section 48(A) of the Public Finance and Audit Act 1983, the Committee appointed a
reviewer in October 1998 to carry out a detailed examination of the functions and operations of the
Audit Office of New South Wales. In view of the extensive collation of agency responses and
benchmarking, the Committee advised that the final report was tabled in February 2000.
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Commentary on Government Agencies
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_________Minister for Aboriginal Affairs
In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Department of Aboriginal Affairs

71

_ _ _ _ _ _ _ _ _ _ _ _ _ Minister for Ageing
In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Ageing and Disability Department

73

____________ Minister for Agriculture
In this Volume
New South Wales Grains Board
Murray Valley Wine Grape Industry Marketing Committee
Board of Veterinary Surgeons of New South Wales

Volume Three 1999
Agricultural Scientific Collections Trust
C. B. Alexander Foundation
New South Wales Dairy Corporation
Banana Industry Committee
Murray Valley Citrus Marketing Board
Rice Marketing Board for the State of New South Wales
Belgenny Farm Agricultural Heritage Centre Trust
New South Wales Meat Industry Authority

Volume Two 1999
Department of Agriculture
New South Wales Rural Assistance Authority
MIA Citrus Fruit Promotion Marketing Committee
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New South Wales Grains Board
ESTABLISHMENT AND OBJECTIVES
The New South Wales Grains Board was constituted in 1991 under the Grain Marketing Act 1991
(the Act). The Act provides that the Grains Board 'do all things necessary for and incidental to
achieving the purpose of improving the marketing of coarse grains and oil seeds in New South Wales'.
The Act empowers the Board with vesting rights for oilseeds and coarse grains and for exemptions to
be granted.
The Board consists of the managing director and six part-time directors. The part-time directors are
appointed by the Governor, having been nominated by a Selection Committee consisting of five
persons appointed by the Minister for Agriculture. The Chairperson of the Selection Committee is
nominated by the Minister, while the remaining four members are nominated by the New South
Wales Farmers' Association. The part-time directors were appointed for a period of four years
commencing on 1 July 1999. The managing director, who is nominated by the six part-time directors
and is an employee of the Board, was reappointed for a five year period commencing in May 1999.

MINISTERIAL DIRECTIONS
Subject to guidelines (if any) determined from time to time by the Minister for Agriculture, the Board
may, in the exercise of its functions, purchase, hold, dispose of or deal with shares in any company.
The Audit Office has been advised that no guidelines have been issued by the Minister in relation to
shares held by the Board in an associate company.
Also subject to guidelines (if any) determined by the Minister, the Board may exercise its functions in
partnership, joint venture or other associations, and where the Board wishes to establish or conduct
processing or manufacturing facilities, the approval of the Minister must be obtained. The Board
participates in joint ventures with the principal activities of seed cleaning and grain accumulation. The
Audit Office has been advised by the Board that no guidelines have been issued by the Minister in
relation to these joint ventures, and that because the joint ventures do not involve processing or
manufacture, ministerial approval was not deemed necessary.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
National Competition Policy
In April 1998, the NSW Government established an industry group to review the Grain Marketing Act
1991 under the National Competition Policy guidelines. The terms of reference required the review
group to identify any issues of market failure, their nature and extent, which need to be, or are being
addressed by the Act. The final report, which was provided to the Minister on 29 July 1999, contained
recommendations on market deregulation for the various commodity groups and institutional
arrangements for the marketing of grain. These recommendations are currently being considered by
the Government.

Trading Performance
The Board 's reserves grew for the eighth consecutive year, increasing from $22.1m to $24.6m at 31
August 1999. Income from sales of grain increased by 107.5% from $228.1m to $473.3m, mainly due
to growth in export sales of malting barley to China, increased sales of sorghum to Japan and to
authorised buyers, and a large increase in oilseed sales (mainly canola) for export and to authorised
buyers. Price factors also contributed to the increase in sales revenue, with canola prices being
buoyant, particularly as only Australia could guarantee supply to European markets of canola that was
free of genetic modification. On the other hand, downward pressures on malting barley and sorghum
prices were experienced.
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Restructuring
Auditor-General's Reports to Parliament in previous years have mentioned the desire of the Board to
re tructure by introducing a grower equity scheme. With the finalisation of the review into the Grain
Marketing Act 1991, the Board intends to actively canvass the Government to allow implementation
of a tructure that will introduce formal grain grower equity in the Board's reserves.

AUDIT FINDINGS
Audit Opinion
The audit of the Board's financial statements for the year ended 31 August 1999 resulted in the issue
of an unqualified Independent Audit Report.

Accounting Issues
The following significant accounting issues were identified:

+

During 1998-99 growers' residual interests in pools for the 1997-98 and prior years were
finalised and an amount of $2.7m was transferred from growers' residual interests in pools to
the income of the Board. The amount represented management's estimate of the final
adjustment to pool management costs for those years. The Audit Office was not able to clearly
determine the basis on which management arrived at this estimate.

+

In accordance with the Board's policy for the valuation of inventories, an amount of $2.1m was
provided for diminution in the value of inventories. The provision related to the regrading of a
quantity of malting barley to feed barley, and as the barley was pool inventory, this also
resulted in a reduction of growers' residual interest in pools.

+

The Board has a 50% interest in an associated company, Bulk Grains Storages Pty Ltd. The
Board 's interest in the associate was valued at $3 .5m at 31 August 1999 ($3.5m at 31 August
1998).

+

The Board also has interests in two joint ventures, Wiradjuri Grain Accumulators and Quirindi
Seed Cleaners. The principal activities of these joint ventures are grain accumulation and seed
and grain cleaning. At 31 August 1999, the net asset values of these interests amounted to
$6.1m ($7.5m at 31 August 1998).

+

Towards the end of the financial year, the Board relocated its head office. As part of the lease
arrangements, the Board received fixtures and fittings with a value of $467,400 in the new
premises. This amount has been treated as a lease incentive and will be amortised over the
period of the lease.

+

In respect to related party transactions, the managing director of the Board also represents it in
his capacity as director on the board of Cootamundra Oilseeds Pty Ltd. The Board chairman is
also a director of one of the companies participating in a joint venture with the Board, while
another director is a director of a company which provides consulting services to the Board.
Consulting fees paid by the Board to the company for 1998-99 amounted to $25,033 (nil in
1997-98).

Control Issues
During the course of the audit, opportunities for improvement of the system of internal control were
noted in a number of areas. A draft management letter has been issued to the Board. Matters noted
include the review and approval of journals; the manual preparation of cheques; the monitoring of
credit limits; and the weekly monitoring of risks in relation to open hedge positions.
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Compliance Issues
The Audit Office's annual financial attest audits also assess whether agencies have substantially
complied with relevant legislative requirements. As well as reviewing legislative requirements that
govern the form and content of the financial report, other legislative requirements that could have a
financial impact are reviewed on a cyclical basis. Requirements applicable to the Board that were
examined during the 1998-99 audit comprised:

+

core business activities being in accordance with the Grain Marketing Act 1991; and

+

the time limits set in the Annual Reports (Statutory Bodies) Act 1984 for the presentation of the
Board's annual report to Parliament.

The review of the annual report time limits indicated that the Board provided the 1998 annual report
to the Minister on 30 December 1998, which was within the required time frame. However the
Minister did not table the report until 22 February 1999, some 23 days outside the period allowed by
the legislation.
The review of core business operations across all agencies arrived at some initial conclusions. Further
work will be conducted in order to report conclusively on this matter to Parliament in 2000.
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FINANCIAL INFORMATION
Trading and Profit and Loss Statement
1999

1998

$'000

$'000

473,271
2,700
3,947
479,918

228,108

68,999
480,630
1,077
108,351
440,201

66,629
216,772
1,321
68,999
213,081

GROSS TRADING SURPLUS

39,717

18,262

TRADING EXPENSES
Freight
Shipping
Fees and commissions
Marketing and quality, research and development expenses
Silo administration and depreciation expenses
Other
TOTAL TRADING EXPENSES

14,528
6,355
444
2,341
377
9,313
33,358

4,386
868
156
2,285
295
6,002
13,992

6,359
2,284
(274)
8,369

4,270
2,449
304
7,023

4,841
1,077
5,918

4,861
1,321
6,182

2,451
21,556

841
20,720
(5)
21,556

INCOME
Sales of grain
Transfer from pools
Reco eries and undries
COST OF GRAIN SOLD
Opening stock
Purchases
Less: stock shrinkage
Less: closing stock
COST OF SALES

TRADING SURPLUS
Other income
Exchange gains I (loss)
TOTAL
EXPENSES
Administration expenses
Stock write-downs

OPERATING PROFIT FOR THE YEAR
Accumulated funds at I September 1998
Adjustment on initial adoption of AAS 14
ACCUMULATED FUNDS AT 31 AUGUST 1999

24,007

3,235
231,343

The sales by the New South Wales Grains Board (NSWGB) and its authorised buyers (AB) as
reported by the Board, are tabulated below:
1999

1998

Grain Type

NSW GB
(tonnes)

AB
(tonnes)

NSW GB
(tonnes)

AB
(tonnes)

Barley
Sorghum
Oil seeds
Oats
Other (Non-vested)

694,431
196,229
606,082
22,358
388, Ill
1,907,211

644,822
590,191
547,497
93,293

511 ,702
66,913
193,387
7,412
235,836
1,015,250

652,327
390,393
432,204
100,934

Total

I ,875,803
3,783,014

1,575,858
2,591,108
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The quantity of grain sold by the Board in 1998-99 increased by 87 .9%, and sales income rose by
107.5%. As noted earlier in this Report, significant increases were achieved in export sales of malting
barley, sorghum and oilseeds, while sales of sorghum and oilseeds to authorised buyers also increased
considerably.
The value of closing stock of grains increased by 57% to $1 08.4m. The volume of grain stocks
increased from 377,686 tonnes to 662,986 tonnes (75 .5%), however, the average cost per tonne
decreased from approximately $183 to $164 per tonne (10.4%).
The gross trading surplus for the year was $39.7m ($18.3m in 1997-98) and included the transfer of
$2.7m from growers' residual interest in pools as noted above. Freight and shipping costs increased as
a result of the higher sales turnover, and also as a result of the increased use of the 'cost and freight'
basis for export sales, under which the Board arranged delivery to overseas ports. Other trading
expenses generally increased in line with the higher level of turnover, resulting in a trading surplus of
$6.4m ($4.3m in 1997-98).
Balance Sheet

CURRENT ASSETS
Cash
Receivables
Inventories
TOTAL CURRENT ASSETS

1999

1998

$'000

$'000

22,355
60,903
108,351
191,609

8,381
27 ,115
68,999
104,495

70
3,579
4,348
7,997

105
3,575
3,470
7,150

TOTAL ASSETS

199,606

111,645

CURRENT LIABILITIES
Bills payable
Creditors and accruals
Grain suppliers payable
Growers residual interest in pools
Other
Provisions for employee entitlements
TOTAL CURRENT LIABILITIES

149,000
12,997
5,908
5,722
413
405
174,445

68,000
15,677
1,458
1,866
2,060
306
89,367

165
422
587

147
20
167

175,032

89,534

24,574

22,111

24,007
567
24,574

21 ,556
555
22,111

NON CURRENT ASSETS
Receivables
Investments
Property, plant and equipment
TOTAL NON CURRENT ASSETS

NON CURRENT LIABILITIES
Provisions for employee entitlements
Lease li ability
TOTAL NON CURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS
ACCUMULATED FUNDS AND RESERVES
Accumulated funds
Asset revaluation reserve

The Board's cash balance increased by $14m over the year. An additional $81 m in funding was
derived through the use of bills payable, while $65.7m was used in operating activities and $1.3m was
used in financing activities.
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The B ard exp rien ed strong demand for grains in both local and overseas markets in July and
Augu t 1999, re ulting in an increased level of receivables for grain sales at year-end. Amounts paid
in ad an e for grain purchases at year-end totalled $23 .1m ($1 0.9m at 31 August 1998) and also
ontributed ignificantly to the increased level of receivables.
The increa e of $81 m in bills payable is a result of the Board's access to a $180m seasonal multi
option fa ility, which it utilises to maintain inventory levels . The increase in non-current liabilities
re ulted mainly from the lease incentive received by the Board following the relocation of its head
office.
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Murray Valley Wine Grape Industry
Marketing Committee
The Committee was established as a result of an order made under the Marketing of Primary Products
Act 1983. The order commenced from 3 June 1994 for a period of four years and was extended for
another year in June 1998. A Regulation issued in June 1999 extended the life of the Committee to 30
June 2000. The purpose of the Committee is to promote the best interests of the Murray Valley wine
grape industry through market research and the development of improved vineyard management
practices.
A similar order was made under Victorian legislation, with the two appointed Committees being, in
fact, the one entity.
In June 1999, the Victorian order made in 1994 expired and following a poll held in accordance with
the Agricultural Industry Development Act 1990, the Committee was set up for a further four years.
Under the terms of the Order, the financial year-end of the Committee was changed from 31 July to
30 June.
The audit of the Committee's financial statements for the period ended 30 June 1999 was undertaken
by the Victorian Auditor-General. The audit resulted in the issue of an unqualified Independent Audit
Report.
Income for the period was $306,689, a decrease of 21.4% from the previous year. The main reasons
were the absence of funding for the 'Quality Assurance' and 'Crop Forecasting' projects in the current
year.
Expenditure decreased from $375,693 in 1997-98 to $297,770 this year. This was primarily attributed
to a reduction in 'Quality Assurance Project' expenses from $85,982 in 1997-98 to $18,651 in 199899, and a general decrease in administrative expenses due to the reduction in the accounting period to
eleven months. Major expenditure items included newsletters and publications $35,306 ($26,501), and
subscription to the Wine Grape Growers' Council of Australia, $35,000 ($30,000).
At 30 June 1999, assets comprised cash, $74,615 (1997-98 $64,287); receivables~ $6,250 {$2,150);
and office furniture and equipment, $4,164 ($1,810). Credito~s and accruals were $24,073 ($16,210).
The accumulated surplus ::tt the end of the period to 30 June 1999 was $60,956 ($52,037).
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Board of Veterinary Surgeons
of New South Wales
ESTABLISHMENT AND OBJECTIVES
The Veterinary Surgeons Act 1986 requires that persons practicing veterinary surgery in New South
Wale be registered with the Board of Veterinary Surgeons of New South Wales and that nonexempted veterinary hospitals be licensed by the Board. At 30 June 1999, the number of veterinary
urgeon regi tered was 2,207 (2, 156 at 30 June 1998).
The Minister for Agriculture's control over activities of the Board anses from appointment of
members by the Governor on the Minister's recommendation.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
A new management agreement between the Board and the Department of Agriculture commenced on
1 January 1999 for a twelve month period. Pursuant to this agreement all accounting functions of the
Board are performed by NSW Agriculture staff with a management fee of $15,270 being charged on a
monthly basis. The management fee covers the cost of NSW Agriculture providing support services
such as employee-related expenditure, receipt and payment processing, financial management and
reporting, accommodation, and necessary equipment and facilities.

AUDIT OPINION
The audit of the financial report of the Board for the year ended 30 June 1999 resulted in the issue of
an unqualified Independent Audit Report.

FINANCIAL INFORMATION
Income for the year comprised licence and application fees of $381,937 ($266,988 in 1998) and
interest income of $11,960 ($9,536). Income increased because of a rise in full registration fees from
$100 to $140 per annum for veterinary surgeons.
Expenditure for the year amounted to $484,386 ($285,468 in 1997-98) included $204,609 ($56,471)
for conference and legal payments, $160,037 ($134,517) for the management fee to the Department of
Agriculture and $119,740 ($94,480) for other operating expenses. Expenses for conference and legal
were $148 , 138 higher than 1999 mainly due to legal work for disciplinary tribunals conducted in
1999.
The operating deficit for the year, $90,489 ($8,945 in 1997-98), brought the Board's retained earnings at
30 June 1999 to $30,189 ($120,677 in 1998). This amount was represented by cash at bank of $150,224
($231 ,912), receivables of $41,903 ($43,606), less creditors of $161,938 ($154,840).
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Minister for the Arts

In this Volume
Nothing reported in this volume

Volume Three 1999
Ministry for the Arts
New South Wales Film and Television Office
Library Council of New South Wales
Sydney Opera House Trust
Brett Whitely Foundation

Volume Two 1999
Australian Museum Trust
Trustees of the Museum of Applied Arts and Sciences
Historic Houses Trust of New South Wales
Historic Houses Trust of New South Wales Foundation
The Rouse Hill Hamilton Collection Pty Limited
The Hamilton Rouse Hill Trust
Art Gallery of New South Wales Trust
Art Gallery of New South Wales Foundation
The State Records Authority of New South Wales
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In this Volume
Nothing reported in this volume

Volume Three 1999
Motor Accidents Authority of New South Wales
Public Trustee
Legal Aid Commission of New South Wales
Registry of Births, Deaths and Marriages
Legal Practitioners Admission Board
Office of the Protective Commissioner and Public Guardian
Commissioner of Dormant Funds
Victims Compensation Fund Corporation
Crown Solicitor' s Office

Volume Two 1999
Attorney General's Department
Office of the Director of Public Prosecutions
Judicial Commission of New South Wales
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____________Minister for Citizenship
In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Ethnic Affairs Commission
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________ Minister for Community Services
In this Volume
Nothing reported in this volume

Volume Three 1999
Home Care Service of New South Wales

Volume Two 1999
Department of Community Services
Community Services Commission
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Minister for Corrective Services

----------------------In this Volume

Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Department of Corrective Services
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_________ Minister for Disability Services
In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Ageing and Disability Department
(Comment included under Minister for Ageing)
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_ _ _ _ _ _ Minister for Education and Training
In this Volume
New South Wales Education and Training Foundation

Volume Three 1999
Department of Education and Training
Board of Vocational Education and Training
Teacher Housing Authority of New South Wales
Vocational Education and Training Accreditation Board

Volume Two 1999
Technical and Further Education Commission
Office of the Board of Studies
NSW Adult Migrant English Service
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New South Wales
E~ucation and Training Foundation
ESTABLISHMENT AND OBJECTIVES
The New South Wales Education and Training Foundation was established under a trust deed to
provide funding for educational and training initiatives. The trust deed is governed by the laws of the
State of New South Wales. The Trustee is the New South Wales Education and Training Foundation
Pty Limited.
In September 1992, the New South Wales Government announced that funding for the Foundation
would cease and its activities would be wound down. The financial report stated that activities of the
Foundation are planned for closure by 30 June 2000

AUDIT FINDINGS
Audit Opinion
The audit of the Foundation's financial statements for the year ended 30 June 1999 resulted in the
issue of an unqualified Independent Audit Report.

ISSUES ARISING DURING THE YEAR
In response to a recommendation made by the Audit Office in the previous year, the management of
the NSW Education and Training Foundation has advised that the legal steps to wind down the
Foundation will commence once the final reports have been received for two projects. It is anticipated
that the final reports for these projects will be received prior to 30 June 2000.

FINANCIAL INFORMATION
The Foundation recorded an operating deficit of $15,942, (surplus of $54,063 in 1998) after bringing
to account income, $17,534 ($84, 117); expenditure, $30,023 ($38,825); and an abnormal item, an
addition to the provision [or winding down activities $3,453 (a write back to the provision for winding
down activities $8,7/1) .
The Foundation's net assets as at 30 June 1999 were $146,845 ($162,787 in 1998). Current assets,
$206,279 ($247,362), included cash at bank, $193,212 ($223,036), accrued income, $4,246 ($3,423)
and sundry debtors, $8,821 ($20,903).
As at 30 June 1999, liabilities totalled $59,434 ($84,575 in 1998) and were comprised of grant
commitments, $4,214 ($4,214), provision for evaluation of projects, $1,399 ($1 ,399) creditors and
accruals, $11 ,600 ($39,426) and the provision for winding down activities, $42,221 ($39,536).
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_ _ _ _ _ _ _ _Minister for Emergency Services
In this Volume
Nothing reported in this volume

Volume Three 1999
New South Wales Fire Brigades

Volume Two 1999
NSW Rural Fire Service
State Emergency Service
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_ _ _ _ _ _ _ _ _ _ _ _ _ Minister for Energy
In this Volume
Nothing reported in this volume

Volume Three 1999
Overview of the Electricity Industry
Pacific Power
Australian Inland Energy
Integral Energy Australia
Great Southern Energy
Macquarie Generation
Delta Electricity
Energy Australia
NorthPower
Advance Energy
TransGrid

Volume Two 1999
Ministry of Energy and Utilities
Sustainable Energy Development Authority
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Minister for the Environment

In this Volume
Nothing reported in this volume

Volume Three 1999
Waste Planning and Management
Waste Planning and Management Fund
Waste Recycling and Processing Service of New South Wales
Central Coast Waste Planning and Management Board
Hunter Waste Planning and Management Board
Illawarra Waste Planning and Management Board
Inner Sydney Waste Planning and Management Board
Macarthur Waste Planning and Management Board
Northern Sydney Waste Planning and Management Board
Southern Sydney Waste Planning and Management Board
Western Sydney Waste Planning and Management Board
National Parks and Wildlife Service
Zoological Parks Board of New South Wales
Bicentennial Park Trust
Koala and Endangered Species Trust Fund
Lord Howe Island Board
Jenolan Caves Reserve Trust
Environmental Trust
Royal Botanic Gardens and Domain Trust
Stormwater Trust

Volume Two 1999
Environment Protection Authority
Centennial Park and Moore Park Trust
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___________Minister for Fair Trading
In this Volume
Fair Trading Administration Corporation

Volume Three 1999
Rental Bond Board
Motor Vehicle Repair Industry Council
Financial Counselling Trust Fund

Volume Two 1999
Department of Fair Trading
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Fair Trading Ad~inistration Corporation
ESTABLISHMENT AND OBJECTIVES
The Fair Trading Administration Corporation was constituted on 1 May 1997 and operates under the
Home Building Act 1989.
The Corporation's functions are to promote and protect the interests of owners and purchasers of
dwellings and users of water supplies, sewerage systems, gas, electricity, refrigeration and air
conditioning. It also has the responsibility to set, assess and maintain standards of competence of
persons doing residential building work or specialist work. This role complements the work of
industry organisations, public authorities and educational institutions in promoting standards. Further
responsibilities are to give general advice and guidance to the public and to monitor the operations of
insurance provided for the purposes of the Home Building Act 1989.
The administrative functions for the Corporation are performed by the Department of Fair Trading
and costs associated are recouped .
The Act empowers the Minister for Fair Trading to manage and control the affairs of the Corporation
in all respects.

AUDIT FINDINGS
Audit Opinion
The audit of the Corporation's financial report for the year ended 30 June 1999 resulted in the issue of
an unqualified Independent Audit Report.

Accounting Issues

Administrative Assistance Fee Paid to Department of Fair Trading and Provision for
Administration Costs
This Office received the Corporation's draft financial report on 11 August 1999. The provision for
outstanding claims and the provision for administration costs in respect of those outstanding claims
had been determi.ned on the basis of actuarial advice provided to the Corporation. Given the
magnitude of the provisions, the increase in the provision for administration costs and the actuary's
assertion that 'available funds would run out during the year ending 30 June 2001, the Audit Office
sought independent actuarial advice on 15 September 1999.
The advice sought encompassed an assessment as to the validity of the assumptions and the
reasonableness of the approaches and methods adopted by the Corporation's actuary. Advice was
subsequently received on 23 September recommending reduction in the provision for outstanding
claims of some $30m. Due to the absence of- sufficient supporting data no opinion was offered in
relation to the provision for administration costs but it was noted that these had risen to approximately
86 per cent of the central claims estimate.
The Corporation's actuary noted that the allowance for expense had not been set by comparison to
external benchmarks of claims administration expenses in other insurance schemes. The actuary
expected external benchmarks would show lower expense levels than is currently being incurred by
the Corporation.
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Sub equentl , the Corporation approached NSW Treasury seeking a letter of comfort in respect of
funding hortfalls in respect of future payments associated with the Corporation's statutory insurance
cheme . Treasury provided that assurance and consequently the Corporation, based on further advice
from it actuary, reassessed its provision for outstanding claims to $52.3m (down from $67.4m). No
amendment was made to the provision for administrative costs.
Volume Three of the Auditor-General's Report to Parliament for 1998 and the management letter
i sued to the Corporation in 1998 raised concern as to the reasonableness of the charges for
administrative assistance charged to the Corporation by the Department. This concern stemmed from
the lack of reasonableness and/or analytical reviews performed by the Department. In 1998-99, the
Department undertook such an analytical review. The Department explained that the increase from
previous year was primarily attributable to 5% general salary increases both in July 1998 and January
1999 and changes to the basis of allocations by operating divisions, following a review undertaken by
each operating division on activities performed on behalf of &_elf-funding entities.
Whether all these expenses represent an equitable distribution of the Department's costs or are directly
attributable to the operations of the Corporation cannot currently be ascertained. In addition, whether
Corporation resources were utilised economically towards the efficient and effective achievement of
its objectives can not be assured.
A program review, that in part canvassed the foregoing concerns, has been conducted under the
auspices of the Council on the Cost of Government. The recommendations flowing from that review
are currently being addressed and are being monitored by a Program Review Implementation Steering
Committee.
Given the downward movement in the provision for outstanding claims, the Audit Office is of the
view that there is scope for further reassessment of the administrative assistance and provision for
administrative costs. It is recommended that this be actively pursued by the Corporation and/or
Treasury prior to 30 June 2000.
It is also the intention of the Audit Office to again review this issue with a view to assessing the
economical use of Corporation resources as well as the effectiveness and efficiency of the
Department's service delivery to the Corporation.

FINANCIAL STATEMENTS
Income and Expenditure Statement
Income earned totalled $2.2m ($5.8m in 1997-98), comprising investment income $2.2m ($5.2m) and
other revenue $59,371 ($64,037). Total expenditure, $7.2m ($42.1m) comprised administrative
assistance $12.1 m ($8.3m), other operating expenses $1 m ($1.8m) offset by a negative net adjustment
in respect of insurance claims and provisions $6m ($32m expenditure). This resulted in an operating
deficiency of $4.9m ($36.3m).
Administrative assistance represents employee-related and other operating expenses paid by the
Corporation to the Department of Fair Trading for administrative functions performed on the
Corporation's behalf.
Net claims and provisions included an increase of $6.6m ($14.4m) in the provision for doubtful debts, a
decrease of $22.5m (increase $12.8m) in the provision for outstanding claims and bad debts of $6.2m
($2.2m). The decrease in the provision for outstanding claims was in accordance with the
recommendations resulting from the actuary's 1999 review of the provision.
Compensation claims paid, $19.2m ($18.7m), included settlements in relation to UFI Pools of $2.5m
($1.5m) which were not subject to recovery action due to the builder's liquidation. Of the total
compensation claims paid, $15.6m ($16.1m) was subject to recovery action.
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Review of insurance claims subject to recovery continued and resulted in the increase in bad debts written
off. Three firms of solicitors are currently handling legal proceedings on behalf of the Corporation in an
endeavour to recover outstanding monies owed. During the 1999 calendar year, the Corporation had paid
the three firms $547,187 and had recovered $939,566, of which $362,429 is to received by way of
instalment.

Balance Sheet
At 30 June 1999, assets totalled $37.9m ($69.4m), comprising cash $3m ($3.3m), receivables $5.1m
($5m) and investments $29.8m ($61m) . Total liabilities amounted to $92m ($118 .5m) comprised
creditors and accrued charges $1 m ($5m), provisions for outstanding claims, $52.3m ($84.9m), and
administration costs in respect of outstanding claims $38.7m ($28.6m). The accumulated deficiency at
year-end totalled $54.1m ($49.1m).
At balance date the Corporation had investments solely with the NSW Treasury Corporation. The
investments provide funds for the payment of future insurance claims that arise from obligations
under the Corporation's insurance schemes.
The Corporation has adopted a policy of considering recovery of all insurance claim payments. The
effect on the financial statements was the raising of a number of debtors for claim payments relating
to both the current and prior financial periods. During the year, as mentioned earlier, insurance claim
debtors totalling $6.2m ($2.2m) were considered irrecoverable and were written off.
At 30 June 1999, the total of claim debts subject to recovery action was $57.6m ($50.8m), net of reinsurer' s portion of $3.5m ($3.5m). The provision for doubtful debts, $56.4m ($49.8m) has been
calculated at 98% of the debtor's balance.
The provision for outstanding claims is the estimated cost of the Corporation ' s proportion of the
liability for claims received but not paid, and claims which it is considered may arise in the future
from the provision of its insurance cover. The provision is determined by actuarial assessment and
stood at $52.3m ($84.9m) at 30 June 1999, of which $10.9m ($18 .7m) was current.
Provision to meet administrative costs of processing outstanding claims includes an amount to cover
administrative costs anticipated to be paid in the future in respect of all claims incurred to date,
including those not reported. The balance of the provision :;tt 30 June 1999 was $38.7m ($28.6m), of
which $10.7m ($7 .2m) was current.
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----------------------------------In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
NSW Fisheries

Minister for Fisheries
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_____________ Minister for Forestry
In this Volume
Nothing reported in this volume

Volume Three 1999
Forestry Commission of New South Wales (trading as State Forests of New South
Wales)

Volume Two 1999
State Forests 20-Year Timber Supply Agreements
Ministry for Forests and Marine Administration
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_ _ _ _ _ _ _ _ Minister for Gaming and Racing
In this Volume
Nothing reported in this volume

Volume Three 1999
Greyhound Racing Authority (NSW)
Harness Racing New South Wales
New South Wales Lotteries Corporation

Volume Two 1999
Department of Gaming and Racing
Liquor Administration Board
Racecourse Development Committee
Casino Community Benefit Fund
New South Wales Casino Control Authority

117

-------------------------------------------In this Volume
Pharmacy Board of New South Wales
Dental Board of New South Wales

Volume Three 1999
Department of Health: Consolidated
Department of Health: Parent Entity
Central Coast Area Health Service
Central Sydney Area Health Service
Hunter Area Health Service
Illawarra Area Health Service
Northern Sydney Area Health Service
South Eastern Sydney Area Health Service
South Western Sydney Area Health Service
Wentworth Area Health Service
Western Sydney Area Health Service
Far West Area Health Service
Greater Murray Area Health Service
Macquarie Area Health Service
Mid North Coast Area Health Service
Mid Western Area Health Service
New England Area Health Service
Northern Rivers Area Health Service
Southern Area Health Service
Corrections Health Service
Ambulance Service of New South Wales
The Royal Alexandra Hospital for Children
Aus Health International Pty Limited

Volume Two 1999
Health Care Complaints Commission
New South Wales Medical Board
New South Wales Cancer Council
Health Professionals Registration Boards
The New South Wales Institute of Psychiatry
New South Wales Health Foundation
New South Wales Drug Offensive Foundation

Minister for Health
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Pharmacy Board of New South Wales
ESTABLISHMENT AND OBJECTIVES
The Board is constituted under the provisions of the Pharmacy Act 1964. Its main functions are to
promote and maintain the highest standards of professional conduct and ethics, to register and
maintain a roll of pharmacists and pharmacies eligible to practise or operate in the State and to
monitor, and investigate if necessary, the conduct of pharmacists and pharmacies.
In accordance with the Act, the Board consists of five elected members and four members appointed
by the Minister for Health and is an autonomous statutory authority required to advise the Minister on
matters relating to pharmacy. The Governor has the power to remove appointed members of the
Board under certain circumstances.
At 30 September 1999, there were 6,757 pharmacists registered with the Board, 89 more than the
previous year and 1,747 pharmacies, ten less than the previous year.

AUDIT FINDINGS
Audit Opinion
The audit of the financial statements of the Board for the year ended 30 September 1999 resulted in
the issue of an unqualified Independent Audit Report.

Control Issues
During the course of the audit no material weaknesses were observed which adversely affected the
financial statements of the Board.

Compliance Issues
As well as reviewing annually those requirements that govern the form and content of the financial
report, other requirements that could impact on the agency are reviewed on a cyclical basis. The areas
subject to review this year were compliance with: core business activities being in accordance with
the Pharmacy Act 1964; the Public Authorities (Financial' Arrangements) Act 1987; and the time
limits set in the Annual Reports (Statutory Bodies) Act 1984 for the presentation of the Board's annual
report to Parliament.
The Board's Annual Report for the year ended 30 September 1998 was submitted to Parliament on 24
February 1999 whilst the statutory reporting date was 31 January 1999. The Board is implementing
measures to help ensure compliance with statutory reporting dates.
The review of core business operations across all agencies arrived at some initial conclusions. Further
work will be conducted in order to report conclusively on this matter to Parliament in Volume Two of
the Auditor-General's Report to Parliament for 2000.
The Board substantially complied with the other requirements.
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FINANCIAL INFORMATION
In ome for the year totalled $1 ,072,936 ($990,730 in 1997-98) including renewal fees ., $931,120
99,704 regi tration fees, $79,560 ($37 ,450) and interest, $37,820 ($36,978).
E penditure for 1998-99 totalled $1,071,595 ($994,830 in 1997-98). The major components of
expenditure were employee-related expenses, $431,385 ($387 ,483); education and research , $64,980
($123,345); general administration, $215,502 ($173,256); rent, $92,955 ($92,822); and depreciation,
$68,048 ($61 ,477).
The result for the year was a surplus of $1,341 ($4,100 deficilt in 1997-98). An amount of $85,000
\ a approved by the Minister for Health to be transferred to the education and research reserve. After
allowing for expenditure of $63,912 ($122,297) the balance of the reserve at year-end was $97,074
($71 ,553 in 1998).
At 30 September 1999, assets totalled $1,046,149 ($905,428 in 1998) including cash, $150,151
($ 132,491) investments, $550,000 ($465,000) and plant and equipment, $329,300 ($293,759).
Liabilities, $448,971 ($309,591) comprised unearned income, $340,607 ($226,536), accounts payable,
$36,602 ($21 ,440) and provision for employee entitlements, $71,762 ($61 ,615). Total equity at yearend was $500,104 ($524,284 in 1998).

Commentary on Government Agencies_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __

Auditor-General's Report to Parliament 2000 Volume One _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 121

Dental Board of New South Wales
ESTABLISHMENT AND OBJECTIVES
The main function of the Dental Board is to regulate the practice of dentistry through the maintenance
of a register of dentists and the administration of disciplinary provisions of the Dentists Act 1989.
In accordance with the Act, the Dental Board is a corporation which consists of five elected members
and four members appointed by the Minister for Health. The Board reports on its operations to
Parliament through its annual report. The Governor has the power to remove appointed members of
the Board under certain circumstances.
At 30 September 1999, there were 3,945 dentists registered with the Board, ten less than the previous
year.

AUDIT FINDINGS
Audit Opinion
The audit of the financial statements of the Board for the year ended 30 September 1999 resulted in
the issue of an unqualified Independent Audit Report.

Control Issues
During the course of the audit no material weaknesses were observed which adversely affected the
financial statements of the Board.

Compliance Issues
As well as reviewing annually those requirements that govern the form and content of the financial
report, other requirements that could impact on the agency are reviewed on a cyclical basis. The areas
subject to review this year were compliance with : core business activities being in accordance with
the Dentists Act 1989; the Public Authorities (Financial Arrangements) Act 1987; and the time limits
set in the Annual Reports (Statutory Bodies) Act 1984 for the presentation of the Board's annual
report to Parliament.
The review of core business operations across all agencies arrived at some initial conclusions. Further
work will be conducted in order to report conclusively on this matter to Parliament in Volume Two of
the Auditor-General's Report to Parliament for 2000.
The Board was found to have substantially complied with the other requirements.

FINANCIAL INFORMATION
Income for the year totalled $519,859 ($440,979 in 1997-98) including fees, $488,607 ($411,274)
and interest, $31,192 ($28,732).
Expenditure in 1998-99 totalled $465,808 ($442,537 in 1997-98). The major components of
expenditure were salaries and related expenses, $122,644 ($114,402), members' fees and expenses,
$36,764 ($48,920), education and research, $95,332 ($12,485) and other fees for services rendered
$127,406 ($62,745).
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The re ult for the year was a surplus of $54,051 ($1,558 deficit in 1997-98). An amount of $45 ,837
wa tran ferred to ($36,628 transferred from) accumulated funds from the education and research
re er e. Thi reserve is funded from amounts determined by the Board and, for 1998-99, included
$10 per registration renewal. After allowing for expenditure of $95,332 ($12,484) the balance of this
re erve at year-end was $31,841 ($77,678).
At 30 September 1999, assets totalled $732,978 ($678,508 in 1997-98) including cash, $127,864
($89 , 187) investments $487,231 ($493 ,323) and plant and equipment, $68,231 ($86,326). Liabilities,
$307,295 ($306,876) were all current and included creditors and accruals of $119,899 ($153,316) and
fees in ad vance of $154,609 ($ 124,520). Accumulated funds at year-end were $393,842 ($293,954 in
1998).
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_____________Minister for Housing
In this Volume
Nothing reported in this volume

Volume Three 1999
New South Wales Land and Housing Corporation (Department of Housing)
Home Purchase Assistance Authority
Home Purchase Assistance Fund
Aboriginal Housing Office

Volume Two 1999
Nothing reported in this volume
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Minister for Industrial Relations

In this Volume
Nothing reported in this volume

Volume Three 1999
WorkCover Authority of New South Wales
Sporting Injuries Committee
Workers ' Compensation (Dust Diseases) Board

Volume Two 1999
Department of Industrial Relations
Building and Construction Industry Long Service Payments Corporation
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_ _ _ _ _ _Minister for Information Technology
In this Volume
Nothing reported in this volume

Volume Three 1999
Department of Information Technology and Management
Valuer General's Department
Land Titles Office
Board of Surveyors of New South Wales
New South Wales Government Telecommunications Authority
Austinfo Pty Limited

Volume Two 1999
Nothing reported in this volume
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Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Department of Juvenile Justice

Minister for Juvenile Justice
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------Minister for Land and Water Conservation
In this Volume
Coleambally Irrigation Corporation

Volume Three 1999
Department of Land and Water Conservation
Gosford Water Supply Authority
Cobar Water Board
Chipping Norton Lake Authority
Newcastle International Sports Centre Trust
Dams Safety Committee
Upper Parramatta River Catchment Trust
Dumaresq-Barwon Border Rivers Commission
Hawkesbury-Nepean Catchment Management Trust
Wentworth Park Sporting Complex Trust
Fish River Water Supply
Broken Hill Water Board
Hunter Catchment Management Trust
Wyong Water Supply Authority
Wild Dog Destruction Board
Land Deve1opment Working Account

Volume Two 1999
Lake Illawarra Authority
Murrumbidgee Irrigation Corporation
Wollongong Sportsground Trust
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Coleambally Irrigation Corporation
ESTABLISHMENT AND OBJECTIVES
Coleambally Irrigation Corporation was established as a state owned corporation on 1 July 1997. On
that date the Corporation assumed control of all assets, liabilities, rights and obligations of the
Coleambally Irrigation Area arm of the Department of Land and Water Conservation.
As the owner and operator of irrigation infrastructure, the Corporation provides water distribution
services and related environmental management services to customers connected to the supply and
drainage network.

MINISTERIAL DIRECTION
The Board of the Corporation compnsmg six non-executive directors is, in the exercise of its
functions, accountable to the voting shareholders, being the Treasurer and the Special Minister for
State. The Chief Executive Officer is accountable to the Board. Furthermore, the Corporation is
subject to the direction and control of the portfolio Minister, the Minister for Land and Water
Conservation, who may give directions considered to be in the public interest. For the year ended 30
June 1999, no ministerial directions were made.

AUDIT OPINION
The audit of the Corporation's financial statements for the year ended 30 June 1999 resulted in the
issue of a qualified Independent Audit Report. The qualification related to:

+

Assets acquired from Coleambally Irrigation Area at 1 July 1997 being initially recognised at
the values recognised by the former entity at 30 June 1997. This treatment is contrary to the
requirements of Australian Accounting Standard AAS 21 'Accounting for the Acquisition of
Assets' which requires assets to be initially recognised at fair value.

+

The Corporation not applying the recoverable amounts test to its non-current assets. This is a
departure from Australian Accounting Standard AAS 10 'Accounting for the Revaluation of
Non-Current Assets' .

+

Accumulated depreciation applied in calculating the written down replacement cost of water
infrastructure assets and of earth channels, has been based on the estimated cost of a deferred
maintenance program over a 15-year period with depreciation not being allocated against
individual assets. This is not an appropriate basis on which to calculate accumulated
depreciation nor does it comply with Australian Accounting Standard AAS 4 'Depreciation'.

As a result there is uncertainty over the carrying value of the Corporation's assets, the associated
depreciation charges and related taxation balances and consequently the operating result and equity at
year-end. Audit procedures could not be conducted to quantify reliably the effects on the financial
report of these matters.
The Independent Audit Report on the financial report for the year ended 30 June 1998 had been
similarly qualified.
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FINANCIAL INFORMATION
Profit and Loss Account
Operating revenue for the year totalled $8.1 m ($7 .3m in 1997-98) and comprised water charges, $5.7m
($5 .6m)· intere t, $537,060 ($467,215); disposal of non-current assets, $216,661 ($325,557);
Government grants, $1.4m ($600,000) ; and other income of $242,509 ($276,669).
Operating expenditure of $7 .9m ($6.4m) included: employee-related expenses, $2.3m ($1.8m);
depreciation, $1.7m ($1.6m) ; external services, $1.3m ($636,441); bulk water supply charge, $1.2m
($1 m); operations, $1.1 m ($784,050); plant/vehicle costs, $311,912 ($300, 176); and other
expenditure, $168 ,964 ($312,791) .
The operating loss before Government contributions was $1.lm ($124,376). The New South Wales
Government contribution of $1.4m related to the preparation of a Land and Water Management Plan,
$887 600 and for a deferred maintenance program, $550,000.
The resulting operating profit after tax was $309,956 ($650,746).

Balance Sheet
Total assets at 30 June 1999 were $77.8m ($76.8m in 1998) and included property, plant and
equipment, $63m ($63.1 m) ; cash, $9.4m ($8m); accounts receivable, $5.3m ($5.5m); and inventories,
$94,324 ($232,530).
Property, plant and equipment comprised infrastructure, $45 .5m ($45.3m); earth channels, $13.8m
($13.9m); land, $1.3m ($1.3m) ; buildings, $1.2m ($1.2m); and plant and equipment, $1.1 m ($1.1 m).
Liabilities totalled $2.5m ($1.9m) and included accounts payable, $1.8m ($1.3m) and provisions for
employee entitlements, $656,373 ($539,094).
Shareholders equity of $75 .3m ($75m) was represented by share premium reserve, $74.3m ($74.3m)
and retained profits of $960,702 ($650,746). The share premium reserve represents the difference
between the net assets vested in the Corporation on 1 July 1997 and the paid-up value of issued
capital by the voting shareholders.
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Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
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Nothing reported in this volume

Volume Three 1999
Mines Rescue Board of New South Wales

Volume Two 1999
Department of Mineral Resources
New South Wafes Coal Compensation Board
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_ _ _ _ _ _ _ _ _ _ Minister for the Olympics
In this Volume
Nothing reported in this volume

Volume Three 1999
Sydney Organising Committee for the Olympic Games
Sydney Paralympic Organising Committee Limited
Darling Harbour Authority
Olympic Co-ordination Authority
Olympic Roads and Transport Authority

Volume Two 1999
Nothing reported in this volume
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Ministry for Police
NSW Police Service
Police Integrity Commission
National Exchange of Police Information
New South Wales Crime Commission

Minister for Police
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NSW Police Service Commercial Services Unit
ESTABLISHMENT AND OBJECTIVES
The Commercial Services Unit operates as a separate organisational unit within the Police Service and
processes penalty infringements for clients such as the Environment Protection Authority and local
government councils.

AUDIT FINDINGS
Audit Opinion
The audit of the Unit's financial report for the year ended 30 June 1999 resulted in the issue of an
unqualified Independent Audit Report.

Accounting Issues
In the past it has not been possible to determine accurately the specific costs of other sectors of the
Police Service that may have an impact on the operations of the Unit. Consequently the relevant
overhead allocation has not been reflected in the Unit's accounts. In conjunction with the Service, the
Unit is presently undertaking a detailed analysis of overhead costs and once completed, they will be
included in the future accounts of the Unit.
There were no other significant accounting issues encountered during the audit.

Control Issues
Some instances were noted during the audit where existing procedures could be improved. These
matters will be discussed with Unit staff and where necessary referred to management for
consideration of recommendations made.

Other Issues
Legal advice to the Police Service indicates that a contingent liability may exist in respect of
enforcement of street parking. The matter is presently under review and the Service advises that it is
expected to be satisfactorily resolved without a material impact on the Service's, or the Unit's,
financial report. The Audit Office Performance Audit Report 'Enforcement of Street Parking', which
was tabled in the Legislative Assembly on 24 November 1999, covers this matter in detail.

Year 2000 Millennium Strategy
The Unit uses the services of the Infringement Processing Bureau for processing penalty
infringements. The year 2000 strategy for the Bureau was incorporated as part of the Police Service
strategy for the traffic infringement system.
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FINANCIAL INFORMATION
The Unit recorded an operating surplus of $1.7m ($1.2 in 1997-98) due mainly to a 13% increase in
pro e ing fee income. Income of $7 .6m ($6.7m) was derived mainly from fees for processing
infringement and issuing notices. There were 446,905 infringements processed in 1998-99, an
increa e of 13 % from the previous year's total of 393,501. The major components of expenditure of
$3 .0m ($2.5m) were employee-related expenses, $1.8m ($1.5m), fees for services rendered, $428,639
$306,509) and rental expenses of $239,224 ($208,489) . The contribution made to the NSW Police
Ser ice wa $3m ($3m).
At 30 June 1999, total assets were $4.1 m ($3.9m in 1997-98) of which cash was the most significllnt
omponent at $4.0m ($3.1 m) . As a result of a change in disclosure, cash collected on paid
infringements issued by clients is now shown separately as customer funds held in trust, as the Unit
does not have control over these funds. Previously such funds were included in the Unit's cash at
bank, and within creditors. Liabilities were $198,531 ($1.7m in 1998, which included customer funds
of $1 .6m). Retained earnings at year-end were $3.9m ($2.2m).
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New South Wales Centenary
of Federation Committee
ESTABLISHMENT AND OBJECTIVES
The New South Wales Centenary of Federation Committee was formally incorporated on 22 February
1999 under Corporations Law as a company limited by guarantee. The principal function of the
Committee is to work on behalf of the New South Wales Government and in association with the
National Council for the Centenary of Federation to produce celebrations, programs and educational
initiatives to mark the centenary, in 2001, of the creation of the Commonwealth of Australia.
It is intended that the Committee will be wound up in July 2002.
The Chairman of the Australia Day Council, The Hon. Barrie Unsworth, was invited by the Premier to be
the Chairman of the Committee, which comprises an additional twenty board members and a secretary.

AUDIT OPINION
The audit of the Committee's financial statements is conducted at the request of the Government. For
the year ended 30 June 1999, the audit resulted in the issue of an unqualified Independent Audit
Report.

FINANCIAL INFORMATION
Profit and Loss Account
Operating revenue for the year comprised a New South Wales Government grant of $3m, ($500,000
in 1997-98) and interest earnings of $101,097, ($643). No Commonwealth grants were received in the
current year ($50,000 in 1997-98).
The components of operating expenses totalling $1.7m, ($552,979 in 1997-98) were salaries,
$899,762, ($208,261), consultants' costs, $191,714, ($30,072), production and associated costs,
$27,093, ($194,674), ac:commodation and equipment costs of $165,403 ($21,460) and other expenses,
$262,782 ($98,51 '2). The total also included employee leave entitlements, which were recognised for
the first time during this year and amounted to $109,096.
The Committee operated at a profit for the year of $1.4m, following a loss of $2,336 in 1997-98.

Balance Sheet
At the end of the year, assets totalled $1.7m ($29,307 in 1997-98). The rise is reflected in increased
investments and cash at bank, while liabilities of $253,713, ($31 ,643 in 1997-98) related mainly to
creditors and employee leave provisions
At 30 June 1999, the accumulated surplus was $1.4m, compared with a deficit of $2,336 at the start of
the year.
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Australia Day Council
of New South Wales
ESTABLISHMENT AND OBJECTIVES
The Australia Day Council of New South Wales was incorporated on 21 January 1992 under the
Corporations Law as a public company limited by guarantee. The principal continuing activities of the
Council consist of preparing, promoting and organising Australia Day activities for the State.
The President of the Council is the Premier of New South Wales and the Vice President is the Lord
Mayor of the City of Sydney. The holders of both these positions are entitled to attend any general
meetings of the Council but do not have the right to vote.
The Council consists of members who are appointed by the Premier with a management board being
elected from the Council membership.

AUDIT OPINION
The audit of the Council 's financial statements is conducted at the request of the Government. For the
year ended 30 June 1999, the audit resulted in the issue of an unqualified Independent Audit Report.

FINANCIAL INFORMATION
Profit and Loss Account
Operating expenses, $2.1 m ($2m in 1997-98), comprised production expenses of $803,237, ($1.2m);
salaries of $275,448, ($304,649); merchandising costs of $74,713, ($54,989); accommodation and
equipment expenses, $71,476, ($193,566); consultants' fees, $374,890, ($138,950); working
expenses, $418,781, ($99,344) and other operating expenses of $46,097, ($19,158). The increase in
working expenses was mainly attributable to grants to regional centres towards the costs of their
Australia Day celebrations.
To fund the current year's operations of the Council, the State Government contributed $715,000
($636,000 in 1997-98) in the form of grants, while the Commonwealth Government contribution
remained unchanged at $46,000. The increase in the State Government contribution was to assist with
the increased expenses of the Council.
The Council raised additional revenue totalling $1.3m, ($1.2m in 1997-98) from sponsorships and
ticket sales related to functions and events, while sales of merchandise raised $75,516, ($83, 193) and
other revenue contributed $15,436, ($15,073).
The Council operated at a profit for the year of $129,790 compared to $19,718 in 1997-98.

Balance Sheet
At the end of the year, assets totalled $378,414 ($147,268 in 1998). This increase is due mainly to
increased investments in short term deposits, while liabilities of $178,096 ($76,742 in 1998) related
mainly to creditors. At 30 June 1999, the accumulated surplus was $200,316 ($70,526 in 1998).
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Biobond Pty Limited
ESTABLISHMENT AND OBJECTIVES
Biobond Pty Limited (Biobond) is a wholly owned investment of the SAS Trustee Corporation Pooled
Fund (the Pooled Fund). The SAS Trustee Corporation established Biobond in November 1996 to
hold its investment in Epic Energy Pty Limited.
Epic Energy Pty Limited owns and operates the Moomba to Adelaide and South West Queensland gas
pipelines, as well as operating a number of smaller gas and liquids pipelines for third party owners.
Biobond holds 10% of Epic Energy Pty Limited.

AUDIT OPINION
The audit of the company for the financial periods ended 30 June 1997, 30 June 1998 and 30 June
1999 resulted in the issue of unqualified Independent Audit Reports .

FINANCIAL INFORMATION
The company did not trade during these periods.
Total assets of the company consist of the investment in Epic Energy valued at $14,797,455 and
receivables of $1. Liabilities comprise an interest free loan of $14,797,455 from the Pooled Fund and
the issued capital of the company is $1.
Ongoing company administration costs were met by the Pooled Fund and compnse audit and
lodgement fees and general administration.
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Buroba Pty Limited
ESTABLISHMENT AND OBJECTIVES
Buroba Pty Limited (Buroba) is wholly owned by the SAS Trustee Corporation Pooled Fund (the
Pooled Fund). The company facilitates the ownership of a royalty agreement payable by Ulan Coal
Mines Limited from the sale of coal from the Ulan Coal Mine. The mine is owned and operated by a
joint venture between Exxon, Mitsubishi and two other companies owned by the Pooled Fund.
Payment of the royalty is secured by a guarantee from the joint venturers.
Legal advice received by the SAS Trustee Corporation stated that any action to enforce the royalty
agreement might require the involvement of Buroba. For this reason the company was purchased in
July 1997, the same time as the royalty agreement.

AUDIT OPINION
The audit of the financial report of the company for the year ended 30 June 1999 resulted in the issue
of an unqualified Independent Audit Report.

FINANCIAL INFORMATION
The company did not trade during the financial year.
Total assets of the company consist of cash, $2 representing shareholders' equity.
Ongoing company administration costs were met by the Pooled Fund and comprise audit and
lodgement fees and general administration.

Commentary on Government Agencies_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __

Auditor-General's Report to Parliament 2000 Volume One _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ 151

V alley Commerce Pty Limited
ESTABLISHMENT AND OBJECTIVES
Valley Commerce Pty Limited (Valley Commerce) is wholly owned by the SAS Trustee Corporation
Pooled Fund (the Pooled Fund). The company facilitates the Pooled Fund's ownership of a royalty
agreement payable by Ulan Coal Mines limited from the sale of coal from the Ulan Coal Mine. The
mine is owned and operated by a joint venture between Exxon, Mitsubishi and two other companies
owned by the Pooled Fund. Payment of the royalty is secured by a guarantee from the joint venturers.
Legal advice received by the SAS Trustee Corporation stated that any action to enforce the royalty
agreement might require the involvement of Valley Commerce. For this reason the company was
purchased in July 1997, the same time as the royalty agreement.

AUDIT OPINION
The audit of the financial report of the company for the year ended 30 June 1999 resulted in the issue
of an unqualified Independent Audit Report.

FINANCIAL INFORMATION
The company did not trade during the financial year.
The company has no assets or liabilities. Equity compnses $8 of share capital, $21,354,145 m
reserves and accumulated losses of $21,354,153.
Ongoing company administration costs were met by the Pooled Fund and compnse audit and
lodgement fees and general administration.
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Somersby Park Pty Limited
ESTABLISHMENT AND OBJECTIVES
The principal activity of the company is as a leasing vehicle for an historic tourist attraction site (Old
Sydney Town) to a private sector consortium. A lease agreement provides for the private sector
consortium (lessee) to operate and manage the complex for a period of 80 years effective from 31 July
1987.
The shares of Somersby Park Pty Limited are held (75%) by the State Government (through the
Minister for Tourism) and (25%) by Westpac Banking Corporation.
SIGNIFICANT DEVELOPMENTS DURING THE YEAR
As mentioned in Volume One of the Auditor General's Report to Parliament for 1999, following
substantial arrears accumulated over recent years, termination notices were issued on two of the sites
adjoining Old Sydney Town. Under the terms of the leases it was agreed joint valuers be appointed to
value the properties on which the termination notices were issued and also an adjoining parcel of land.
Following the valuations the company sought to sell the land to the previous lessees or other third
parties.
On 7 February 2000, Old Sydney Town and the adjoining parcels of land were sold to the Warwick
International Hotels Group who currently lease the Old Sydney Town site. The land involved was
purchased by the Warwick International Hotels Group in accordance with the terms of the applicable
leases and valuations obtained.
The sale price totalled $2,825,000 and consisted of $2,615,000 for the land and $210,000 for part
recovery of outstanding rentals.
AUDIT OPINION
The audit of the financial statements of the company for the year ended 30 June 1999 resulted in the
issue of an unqualified Independent Audit Report.
FINANCIAL INFORMATION
Operating revenue, $66,869 ($122,861 in 1997-98), included $65,751 ($119,422) for lease rentals.
After allowing for expenditure of $87,101 ($135,444), an operating loss after income tax of $20,232
($12,583) was recorded.
Expenditure included: legal expenses of $22,635 ($21, 150), secretarial services of $20,000 ($20,000)
and directors' fees of $20,000 ($19,725). Last year's expenditure included a provision for doubtful
debts expense of $55,297.
At 30 June 1999, assets totalled $2.5m ($2.6m in 1998) including cash of $20,533 ($92,430),
investments of $56,525 ($5,437) and property of $2.5m ($2.5m). Total liabilities at year-end were
$4.5m ($4.5m) including $4.4m of non-current borrowings.
The company has accumulated losses of $8.6m ($8.5m) and after allowing for reserves and capital of
$6.6m ($6.6m), the shareholder's deficiency stood at $1.9m ($1.9m) at year-end. The company's
major creditors, who are also the shareholders of the company, have given an undertaking that their
loans ($4.4m at 30 June 1999) to the company will not be called in the short-term. There were no loan
repayments made in the current financial year.
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _Commentary on Government Agencies
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____________ Minister for Transport
In this Volume
Nothing reported in this volume

Volume Three 1999
State Transit Authority
State Rail Authority of New South Wales
Air Transport Council
Tow Truck Authority of New South Wales
Rail Access Corporation
Freight Rail Corporation (trading as FreightCorp)
Rail Services Australia
Sydney Ports Corporation
Newcastle Port Corporation
Marine Ministerial Holding Corporation
Waterways Authority
Port Kembla Port Corporation

Volume Two 1999
Department of Transport
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-------------------------------------------------------In this Volume
New South Wales Financial Institutions Commission

Volume Three 1999
New South Wales Treasury Corporation
New South Wales Non-Budget Long Service Leave Pool
Crown Lands Homesites Program
Crown Property Portfolio
New South Wales Structured Finance Activities
New South Wales Insurance Ministerial Corporation
Superannuation Administration Authority of New South Wales
FSS Trustee Corporation
SAS Trustee Corporation ·
Internal Audit Bureau of New South Wales
State Super Financial Services Limited
Superannuation Services Company Pty Limited
Local Government and Energy Industries Superannuation Schemes

Volume Two 1999
Treasury

Treasurer
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New South Wales Financial
Institutions Commission
ESTABLISHMENT AND OBJECTIVES
The New South Wales Financial Institutions Commission (FINCOM) was established on 1 July 1992
by the Financial Institutions Commission Act 1992. FINCOM's objectives were to register, supervise
and regulate credit unions, building societies, friendly societies and co-operative housing societies
operating in New South Wales.
The Act provided FINCOM with the necessary powers to intervene in the affairs of credit unions,
building societies, co-operative housing societies and friendly societies, to enforce prudential
standards for non-bank financial institutions and to ensure compliance in respect of friendly societies
and co-operative housing societies.
FINCOM operations were conducted within the following funds:

+

The Supervision Fund established under section 94 of the Financial Institutions (NSW) Code.

+

The Credit Unions Contingency Fund established under section 97 of the Code.

The Supervision Fund covered the day-to-day operations of FINCOM other than those incurred in the
administration of the Credit Unions Contingency Fund. The operating expenses of FINCOM were
funded through a supervision levy payable by credit unions, building societies and friendly societies
and State Government funding in respect of co-operative housing societies and friendly societies.
The Credit Unions Contingency Fund provided protection for the funds of credit union members and
facilitated transfers, mergers, rehabilitation and/or liquidation of credit unions in New South Wales.
The operations of this Fund were funded by contributions from credit unions and earnings from
investments.
FINCOM was established as an independent statutory body and was not subject to direction by or on
behalf of the Government or the Ministerial Council. The Board consisted of three non-executive
directors plus the Chief Executive.

.

SIGNIFICANT DEVELOPMENTS DURING THE YEAR
Effective 1 July 1999, the supervision functions of FINCOM were transferred to the Australian
Prudential Regulation Authority (APRA) in respect of Credit Unions, Building Societies and Friendly
Societies. Supervision of Co-operative Housing Societies was transferred to the New South Wales
Department of Fair Trading on 1 June 1999.
All investments were terminated and the entire retained earnings in the Contingency Fund, $17 .6m,
were distributed to the Credit Unions in accordance with Clause 30 of the Financial Sector Reform
(New South Wales) Act 1999.
All employees and their related entitlements for sick, annual and long service leave were transferred
to APRA and the Australian Securities and Investment Commission (ASIC).
All non-current assets were disposed at auctioneer's valuation or at auction. A number of non-current
assets were transferred to APRA in accordance with the Transfer Agreement between the Treasurer of
New South Wales and the Treasurer of the Commonwealth of Australia. No proceeds were received
for these assets.
FINCOM was dissolved on 25 November 1999.
_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ ,Commentary on Government Agencies
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AUDIT OPINION
The audit of FINCO M' s financial statements for the period ended 25 November 1999 resu],ted in an
unqualified Independent Audit Report.

Compliance Issues
As well as reviewing legislative requirements that govern the form and content of the financial report,
other legislative requirements that could have a financial impact on the agency, are reviewed on a
cyclical basis. The areas subject to review this year were: core business activities being in accordance
with the NSW Financial Institutions Commission Act 1992; the Public Authorities (Financial
Arrangements) Act 1987 and the time limits set in the Annual Reports (Statutory Bodies) Act 1984 for
the presentation of FINCO M' s annual report to Parliament.
The following issues were identified in the annual report's compliance review:

+

the report was not tabled in Parliament by the Treasurer within the statutory timeframe; and

+

the cost of the annual report was not published.

Other legislative requirements have been substantiaJly complied with.
The review of core business operations across all agencies arrived at some initial conclusions. Further
work will be conducted in order to report concJusively on this matter to parliament in 2000.

FINANCIAL INFORMATION
In accordance with section 4(1A) of the Public Finance and Audit Act 1983, the Treasurer approved
the Commission's fmal financial report covering the period 1 July 1998 to 25 November 1999.
Income and Expenditure Statement
Total income for the period ending 25 November 1999 was $4.8m ($5.6m), including $3.5m ($3.5m)
supervision funding and $1m ($1.8m) investment income.
Supervision funding comprised $1 m ($1 m) in State Government funded levies in respect of Cooperative Housing Societies and Friendly Societies and $2.5m ($2.4m) from industry funded levies in
respect of Credit Unions, Building Societies and Friendly Societies.
Expenditure for the period totalled $4.4m ($3.4m), and included $2.3m ($1.9m) for employee related
expenses and $1.4m ($1.2m) maintenance and working expenses.
During the period $1.9m ($2.4m) was paid from the Credit Union Contingency Fund pursuant to
section 103A of the Financial Institutions (NSW) Code to offset levies payable to FINCOM pursuant
to section 95 of the Code. This amount was used to pay the Credit Unions' share of the supervision
levy.

Balance Sheet
FINCOM had no assets and liabilities remaining at 25 November 1999.
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_____ Minister for Urban Affairs and Planning
In this Volume
Nothing reported in this volume

Volume Three 1999
Corporation Sole 'Minister Administering the Environmental Planning and Assessment
Act 1979'
Corporation Sole 'Minister Administering the Heritage Act 1977'
South Sydney Development Corporation
City West Housing Pty Limited
Honeysuckle Development Corporation
Ministerial Development Corporation
Hunter Water Corporation
Landcom
Bligh Park Estate Joint Venture
Festival Development Corporation
Sydney Harbour Foreshore Authority
Coastal Council of New South Wales

Volume Two 1999
Department of Urban Affairs and Planning
Sydney Cove Redevelopment Authority
CityWest Development Corporation
. Heritage Office
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_ _ _ _ _ _ _ _ _ Minister for Western Sydney
In this Volume
Nothing reported in this volume

Volume Three 1999
Sydney Water Corporation
Special Environmental Levy Unit Trust (part of Sydney Water)
Preliminary Review of Sydney Water Corporation's Northside Storage Tunnel Project
Australian Water Technologies Pty Ltd

Volume Two 1999
Nothing reported in this volume
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------------------------------------In this Volume
Nothing reported in this volume

Volume Three 1999
Nothing reported in this volume

Volume Two 1999
Department for Women

Minister for Women
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Performance Auditing

Reports Tabled in Parliament since Volume Three of 1999
NSW Police Service
Staff Rostering, Tasking and Allocation
Academics' Paid Outside Work

Performance Audits in Progress
Hospital Emergency Departments: Delivering Services to Patients
Computers in Schools
Group Homes Performance Management Systems
Judging Performance from Agencies' Annual Reports
Public Transport: The Protection of Fare Revenue
T AFE Administration

This Section provides a summary of Performance Audit Reports presented to
the Legislative Assembly . The full Reports are available on the Audit Office
website http://www .audit.nsw .gov .au/reports.htm
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NSW Police Service
Staff Rostering, Tasking and Allocation
A report on NSW Police Service Staff Rostering, Tasking and Allocation was presented to the
Legislative Assembly on 31 January 2000.
BACKGROUND
An aim of the eighty Local Area Commands (LACs) across the State is to reduce the levels of the five
index crimes (assault, break and enter, robbery, stealing and motor vehicle theft) to 1996 levels and
below. To achieve this objective LACs must implement crime prevention strategies, undertake more
proactive policing (based on intelligence gathering proactive policing tasks police resources to
anticipated offenders, locations and/or victims of crime) and gain improved support from information
systems.
At LACs, rostering allocates available officers to particular shifts and duties. Tasking allocates those
officers to specific crime related activities, either reactive or proactive. Within the overall limits of an
'authorised strength', officers are allocated to LACs via the application, at a central level, of a
resource allocation formula.
The objective of the audit was to form an opmwn on the efficiency and effectiveness of staff
rostering, tasking and allocation systems and practices at LACs within the NSW Police Service.
AUDIT OPINION
The Police Service is currently undertaking a wide range of information technology and systems
developments that are expected to improve the Service's capabilities to apply intelligence information
to the deployment of staff at LACs (implementation of the current phase is to take place over the next
eighteen months).
The Audit Office considers that the developments are timely and when fully implemented should
significantly contribute to the Police Service's ability to be more proactive and provide for better staff
deployment.
The Audit Office is of the view that the impact of these developments on the efficiency and
effectiveness of rostering and tasking at LACs would be further enhanced by attention to gaps in
systems and to restiictive staff allocation practices.
RECOMMENDATIONS
The Report recommends that the Police Service:

+

better co-ordinate current initiatives aimed at expanding the recording and assessment of
proactive policing. These include further improvements to tasking practices at LACs, the Smart
Rostering System (soon to be introduced), the enhancement project for the operational systems,
activity based management systems, and the appointment of specialist roster officers

+

evaluate the benefits of developing corporate systems to support LAC tasking practices

+

assess options to replace the concept of an authorised strength of police officer positions with a
more flexible 'whole of service' funding mechanism to release police officers from nonoperational support duties

+

undertake an internal review of the benefits achieved from civilianisation initiatives and
develop an appropriate system for their on-going measurement

+

further examine the possibilities of more flexible deployment of police from shopfront or like
stations supported by larger LAC stations in 'off-main street' locations.

--------------------------------~Performance Auditing
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Academics' Paid Outside Work
A report on Academics' Paid Outside Work was presented to the Legislative Assembly on 7 February
2000.

AUDIT OBJECTIVE
The objective of the audit was to examine the existence, adequacy and implementation of policy by
universities to manage academics undertaking private paid outside work (POW) and research, where
university facilities, intellectual property (lP) or the university's name is, or could be seen to be,
involved.

AUDIT OPINION
The Audit Office is of the opinion that, whilst all universities have developed policies to manage
POW and to protect lP rights, many of those polices are outdated and require urgent review. Many of
them do not adequately protect the universities or provide adequate compensation for the use of their
resources or their name. There also seems to be a lack of clarity for accountability to monitor and
enforce the policy.
Whilst greater attention seems to have been given to protect the lP rights, which mainly arise as a
consequence of research projects, there is a need to review and revisit those policies as well.
Certain policies are not current and no university has addressed all the minimum standards identified
in the report, which are designed to provide protection for universities from the potential risks
associated with POW. Several policies are considered to be inadequate, ambiguous and at times
contradictory.
Implementation of policies across faculties within universities is not consistent. The audit was not
able to confirm that Deans and Heads of faculties monitor compliance with policy requirements.
University administrations have a similar, but also unfulfilled responsibility to monitor compliance
with policy.

KEY RECOMMENDATIONS
The Report recommends that universities:

+

review their existing policies in relation to paid outside work and intellectual property policies
to ensure that those policies address the minimum standards identified in the report

+

enhance present accountability procedures to ensure that requirements contained within policies
are implemented at all levels of the university.

Pe~onnanceAuditing
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Performance Audits in Progress
The proposed tabling arrangements for audits in progress are as follows:
Title

Planned Tabling Date

*Hospital Emergency Departments: Delivering Services to Patients

I st quarter 2000

* Computers in Schools

200 quarter 2000

* Group Homes Performance Management Systems

2"d quarter 2000

Judging Performance from Agencies' Annual Reports

2nd quarter 2000

Public Transport: The Protection of Fare Revenue

3rd

T AFE Administration

4 1h quarter 2000

quarter 2000

* The objectives of these audits have been identified within prior volumes of the Auditor-General's
Reports to Parliament.
Three audits have commenced since the tabling of Volume Three of 1999 namely:
JUDGING PERFORMANCE FROM AGENCIES' ANNUAL REPORTS
NSW departments and agencies are required by legislation to report to Parliament annually on their
activities and financial performance. Legislation, regulations, Premier's Directions and Treasurer's
Directions provide further guidance and detail on what agencies must report.
An agency's annual report to the Parliament on its operations and achievements constitutes the major
vehicle for discharging its accountability obligations.
It also represents the main source of publicly available material on an agency that is reasonably
accessible to Parliamentarians, the media, lobby groups and NSW citizens.
The audit seeks to ascertain whether the public annual reports of a sample of eight NSW agencies
provide sufficient information to allow judgement to be m~de on their performance.
The report will be tabled in the Legislative Assembly in the second quarter of 2000.
PUBLIC TRANSPORT: THE PROTECTION OF FARE REVENUE
Government owned providers of public transport within New South Wales include the State Rail
Authority (city and country rail operations) and State Transit Authority (buses and ferries). Estimates
of the level of revenue not collected through fare evasion range from $25m to $50m.
The objective of the audit is to assess how agencies manage the risk and occurrence of fare evasion
and the efficiency and effectiveness of those management arrangements. It is expected a report will be
tabled in the Legislative Assembly in the third quarter of 2000.
TAFE ADMINISTRATION
The NSW T AFE Commission provides the majority of publicly funded vocational education and
training in New South Wales . TAPE offers more than 1,400 courses to approximately 400,000
students through a network of colleges throughout New South Wales.
The aim of the audit is to examine the administration of TAFE with the view to improving the
efficiency and effectiveness of service delivery.
____________________________________________ Performance Auditing

189

_______________________ ladex

Auditor-General's Report to Parliament 2000 Volume One _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ l9l

A
Aboriginal Affairs, Department of, 69
Aboriginal Housing Office, 123
Academics' Paid Outside Work, 183, 186
Adult Migrant English Service, NSW, 95
Advance Energy, 101
Ageing and Disability Department, 71, 93
Agricultural Scientific Collections Trust, 73
Agriculture, Department of, 73
Air Transport Council, 171
Ambulance Service of New South Wales, 117
Art Gallery of New South Wales Foundation, 83
Art Gallery of New South Wales Trust, 83
Arts, Ministry for the, 83
Attorney General's Department, 85
AusHealth International Pty Limited, 117
Austinfo Pty Limited, 127
Australia Day Council of New South Wales, 145, 148
Australian Inland Energy, 101
Australian Museum Trust, 83
Australian Water Technologies Pty Ltd, 179

B
Banana Industry Committee, 73
Belgenny Farm Agricultural Heritage Centre Trust, 73
Bicentennial Park Trust, 103
Biobond Pty Ltd, 149
Births, Deaths and Marriages, Registry of, 85
Bligh Park Estate Joint Venture, I 77
Board of Architects of New South Wales, 153
Board of Studies, Office of the, 95
Board of Surveyors of New South Wales, 127
Board of Veterinary Surgeons of New South Wales, 73, 82
Board of Vocational Education and Training, 95
Brett Whiteley Fmmdation, 83
Broken Hill Water Board, 131
Budget Result, The Statement of the, 11, 45-48
Building and Construction Industry Long Service Payments Corporation, 125
Buroba Pty Limited, 150

c
Cabinet Office, The, 145
Cancer Council, New South Wales, 117
Casino Community Benefit Fund, 115
Casino Control Authority, New South Wales, 115
C.B. Alexander Foundation, 73
Centenary of Federation Committee, New South Wales, 145, 147
Centennial Park and Moo re Park Trust, I 03
Central Coast Waste Planning and Management Board, 103
Central Coast Area Health Service, 117
Central Sydney Area Health Service, 117
Chipping Norton Lake Authority, 131
CityWest Development Corporation, 77
City West Housing Pty Limited, 177
Coal Compensation Board, New South Wales, 137
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Coa tal Council of New South Wales, 177
Cobar Water Board 131
Coleamball Irrigation Corporation, 131, 133, 134
Commercial Services Unit, New South Wales Police Service, 141, 143, 144
Commi ioner of Dormant Funds, 85
Community Service Commission, 89
Community Services, Department of, 89
Computers in Schools, 183, 187
Con er ion Offer to Defined Benefit Schemes, 145
Corporation Sole, 'Minister Administering the Environmental Planning and
Asse ment Act 1979', 177
Corporation Sole, 'Minister Administering the Heritage Act 1977', 177
Corrections Health Service, 117
Corrective Services, Department of, 91
Corruption, Independent Commission Against, 145
Cowra Japanese Garden Maintenance Foundation Limited, 145
Cowra Japanese Garden Trust, 145
Crime Commission, New South Wales, 141
Crown Lands Homesites Program, 173
Crown Property Portfolio, 173
Crown Solicitor's Office, 85
Crown Entity, The, 11, 49-56

D
Dairy Corporation, New South Wales, 73
Darns Safety Committee, 131
Darling Harbour Authority, 139
Delta Electricity, 101
Dental Board of New South Wales, 117, 121, 122
Department for Women, 181
Department of Aboriginal Affairs, 69
Department of Ageing and Disability, 71, 93
Department of Agriculture, 73
Department of Community Services, 89
Department of Corrective Services, 91
Department of Education and Training, 95
Department of Fair Trading, 105
Department of Gaming and Racing, 115
Department of Health: Consolidated, 117
Department of Health: Parent Entity, 117
Department of Industrial Relations, 125
Department of Information Technology and Management, 127
Department of Juvenile Justice, 129
Department of Land and Water Conservation, 131
Department of Local Government, 135
Department of Mineral Resources, 137
Department of Public Works and Services, 153
Department of Sport and Recreation, 163
Department of State and Regional Development, 165
Department of Transport, 171
Department of Urban Affairs and Planning, 177
Director of Public Prosecutions, Office of the, 85
Dormant Funds, Commissioner of, 85
Drug Offensive Foundation, New South Wales, 117
Dumaresq-Barwon Border Rivers Commission, 131
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E
Eastern Creek Race way, 163
Education and Training, Department of, 95
Education and Training Foundation, New South Wales, 95, 97
Election Funding Authority of New South Wales, 145
Electricity Industry, Overview of the, 101
Energy and Utilities, Ministry of, 101
EnergyAustralia, 101
Environment Protection Authority, 103
Environmental Trust, 103
Ethnic Affairs Commission, 87

F
Fair Trading Administration Corporation, 105, 107-109
Fair Trading, Department of, 105
Far West Area Health Service, 117
Festival Development Corporation, 177
Film and Television Office, New South Wales, 83
Financial Counselling Trust Fund, 105
Financial Institutions Commission, New South Wales, 173, 175, 176
Fire Brigades, New South Wales, 99
First State Superannuation Fund, 145
Fish River Water Supply, 131
Forestry Commission of New South Wales, 113
Forests and Marine Administration, Ministry for, 113
Freight Rail Corporation, 171
FreightCorp, 171
FSS Trustee Corporation, 173

G
Gaming and Racing, Department of, 115
Government Telecommunications Authority, New South Wales, 127
Gosford Water Supply Authority, 131
Grains Board, New South Wales, 73, 75-80
Great Southern Energy, 101
Greater Murray Area Health Service, 117
Greyhound Racing Authority (NSW), 115
Group Homes Performance Management Systems, 183, 187

H
Hamilton Rouse Hill Trust, The, 83
Harness Racing New South Wales, 115
Hawkesbury-Nepean Catchment Management Trust, 131
Health Care Complaints Commission, 117
Health Foundation, New South Wales, 117
Health Professionals Registration Boards, 117
Heritage Office, 177
Historic Houses Trust of New South Wales, 83
Historic Houses Trust of New South Wales Foundation, 83
Home Care Service of New South Wales, 89
Home Purchase Assistance Authority, 123
Home Purchase Assistance Fund, 123
Honeysuckle Development Corporation, 177
Hospital Emergency Departments: Delivering Services to Patients, 183, 187
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Hunter Area Health Service, 117
Hunter Catchment Management Trust, 131
Hunter Wa te Planning and Management Board, 103
Hunter Water Corporation Limited, 177

I
lllawarra Area Health Service, 117
lllawarra Waste Planning and Management Board, 103
Independent Commission Against Corruption, 145
Independent Pricing and Regulatory Tribunal of New South Wales, 145
Industrial Relations, Department of, 125
Industry, Ministerial Corporation for, 165
Information Technology and Management, Department of, 127
Insurance Ministerial Corporation, New South Wales, 173
Inner Sydney Waste Planning and Management Board, 103
Institute of Psychiatry, New South Wales, 117
Institute of Sport, New South Wales, 163
Integral Energy Australia, 101
Internal Audit Bureau of New South Wales, 173
Investment Powers of a Controlled Entity under the 'Public Authorities (Financial Arrangements) Act
1987', 3, 9

J
Jenolan Caves Reserve Trust, I 03
Judging Performance from Agencies' Annual Reports, 183, 187
Judicial Commission of New South Wales, 85
Juvenile Justice, Department of, 129

K
Koala and Endangered Species Trust Fund, 103

L
Lake illawarra Authority, 131
Land Development Working Account, 131
Land and Housing Corporation, New South Wales (Department of Housing), 123
Land and Water Conservation, Department of, 131
Landcom, 177
Land Titles Office, 127
Legal Aid Commission of New South Wales, 85
Legal Practitioners' Admission Board, 85
Legislature, The, 57, 59-65
Library Council of New South Wales, 83
Liquor Administration Board, 115
Local Government and Energy Industries Superannuation Schemes, 173
Local Government, Department of, 135
Long Service Leave Pool, Non-Budget, New South Wales, 173
Lord Howe Island Board, 103
Lotteries Corporation, New South Wales, 115

M
Macarthur Waste Planning and Management Board, 103
Macquarie Area Health Service, 117
Macquarie Generation, 101
Marine Ministerial Holding Corporation, 171
Meat Industry Authority, New South Wales, 73
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Medical Board, New South Wales, 117
M.I.A. Citrus Fruit Promotion Marketing Committee, 73
Mid North Coast Area Health Service, 117
Mid Western Area Health Service, 117
Mine Subsidence Board, 137
Mineral Resources, Department of, ,137
Mines Rescue Board of New South Wales, 137
Ministerial Corporation for Industry, 165
Ministerial Development Corporation, 177
Ministerial Office Expenditure, 3, 5-8
Ministry for Police, 141
Ministry for the Arts, 83
Ministry of Energy and Utilities, 101
Ministry for Forests and Marine Administration, 113
Motor Accidents Authority of New South Wales, 85
Motor Vehicle Repair Industry Council, 105
Murray Valley Citrus Marketing Board, 73
Murray Valley Wine Grape Industry Marketing Committee, 73 , 81
Murrumbidgee Irrigation Corporation, 131
Museum of Applied Arts and Sciences, Trustees of, 83

N
National Exchange of Police Information, 141
National Parks and Wildlife Service, 103
New England Area Health Service, 117
New South Wales Cancer Council, 117
New South Wales Casino Control Authority,
New South Wales Centenary of Federation Committee, 145, 147
New South Wales Coal Compensation Board, 137
New South Wales Crime Commission, 141
New South Wales Dairy Corporation, 73
New South Wales Drug Offensive Foundation, 117
New South Wales Education and Training Foundation, 95 ,.97
New South Wales Film and Television Office, 83
New South Wales Financial Institutions Commission, 173, 175, 176
New South Wales Fire Brigades, 99
New South Wales Government Telecommunications Authority, 127
New South Wales Grains Board, 73, 75-80
New South Wales Health Foundation, 117
New South Wales Home Care Service, 89
New South Wales Institute of Psychiatry, 117
New South Wales Institute of Sport, 163
New South Wales Insurance Ministerial Corporation, 173
New South Wales Judicial Commi.ssion, 85
New South Wales Land and Housing Corporation (Department of Housing), 123
New South Wales Lotteries Corporation, 115
New South Wales Meat Industry Authority, 73
New South Wales Medical Board, 117
New South Wales Non-Budget Longer Service Leave Pool, 173
New South Wales, Roads and Traffic Authority of, 157
New South Wales Rural Assistance Authority, 73
New South Wales Structured Finance Activities, 173
New South Wales Teacher Housing Authority, 95
New South Wales Treasury Corporation, 173
NSW Adult Migrant English Service, 95
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NSW Fi herie , 111
NSW Police Service, 141
SW Police Service- Commercial Services Unit, 141, 143, 144
NSW Police Service: Staff Rostering, Tasking, and Allocation, 183, 185
NSW Rural Fire Service, 99
Newca tle International Sports Centre Trust, 131
Newcastle Port Corporation, 171
Non-Budget Long Service Leave Pool, New South Wales, 173
Northern Rivers Area Health Service, 117
Northern Sydney Area Health Service, 117
Northern Sydney Waste Planning and Management Board, 103
NorthPower, 101
Northside Storage Tunnel Project, Sydney Water Corporation, Preliminary Review of, 179

0
Office of the Board of Studies, 95
Office of the Director of Public Prosecutions, 85
Office of the Minister for Public Works and Services, 153
Office of the Ombudsman, 145
Office of the Protective Commissioner and Public Guardian, 85
Olympic Co-ordination Authority, 139
Olympic Games, Sydney Organising Committee for the, 139
Olympic Roads and Transport Authority, 139
Ombudsman, Office of the, 145
Overview of the Electricity Industry, 101

p
Pacific Power, 101
Parliamentary Contributory Superannuation Fund, 145
Parliamentary Counsel's Office, 145
Performance Auditing, 183
Performance Audits in Progress, 183, 187
Pharmacy Board of New South Wales, 117, 119, 120
Police Information, National Exchange of, 141
Police Integrity Commission, 141
Police, Ministry for, 141
Port Kembla Port Corporation, 171
Preliminary Review of Sydney Water Corporation's Northside Storage tunnel Project, 179
Premier's Department, 145
Protective Commissioner and Public Guardian, Office of the, 85
Public Accounts, 85
Public Accounts Committee, 57, 66
Public Sector Executives Superannuation Fund, 145
Public Transport: The Protection of Fare Revenue, 183, 187
Public Trustee, 85
Public Works and Services, Department of, 153
Public Works and Services, Office of the Minister for, 153
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Racecourse Development Committee, 115
Rail Access Corporation, 171
Rail Services Australia, 17 I
Registry of Births, Deaths and Marriages, 85
Rental Bond Board, 105
Rice Marketing Board for the State of New South Wales, 73
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Roads and Traffic Authority of New South Wales, 157
Rouse Hill Hamilton Collection Pty Limited, The, 83
Royal Alexandra Hospital for Children, 117
Royal Botanic Gardens and Domain Trust, 103
Rural Assistance Authority, New South Wales, 73
Rural Fire Service, NSW, 99
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SAS Trustee Corporation, 173
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Small Business Development Corporation, 161
Somersby Park Pty Ltd, 167, 169
South Eastern Sydney Area Health Service, 117
South Sydney Development Corporation, 177
South Western Sydney Area Health Service, 117
Southern Area Health Service, 117
Southern Sydney Waste Planning and Management Board, 103
Special Environmental Levy Unit Trust (part of Sydney Water), 179
Sport and Recreation, Department of, 163
Sporting Injuries Committee, 125
State and Regional Development, Department of, 165
State Electoral Office, 145
State Emergency Service, 99
State Forests of New South Wales, 113
State Forests 20-Year Timber Supply Agreements, 113
State Rail Authority of New South Wales, 171
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State Sports Centre Trust, 163
State Super Financial Services Limited, 173
State Transit Authority, 171
State Valuation Office, 153
Statement of the Budget Result, The, 11, 45-48
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Sustainable Energy Development Authority, 101
Sydney Cove Redevelopment Authority, 177
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