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The Auditor-General is head of the Auditor-General’s Office.  He and his Office act
independently of the Government.  The Office assists the Auditor-General to carry out
his duties, which are set out in the Auditor-General Act 1996, by undertaking audits of
management performance and the financial statements of public sector bodies.  The
aim is to improve public sector management and accountability by firstly, ensuring the
Legislative Assembly and the electorate are provided with accurate and useful
information about the management of public sector resources and secondly, by
providing independent advice and recommendations for improving the management of
public resources.
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1. INTRODUCTION

1.1 CONTENT OF THIS REPORT

This Report is based mainly on the audits of Agencies’ financial statements
for years ended between 31 December 1998 and 30 June 1999.

The majority of the Report consists of comments on each of the Territory’s
agencies audited.  Comments are provided in alphabetic order of the names
of the agencies.

In previous Auditor-General’s Reports, general comments have been made
about financial reporting and accountability in the ACT Public Sector.
This topic is also addressed in this Report.  In addition, comments are also
provided on the Territory’s spending on capital works.

Major components of this Report are comparisons against budget and the
previous year’s results of agencies financial performance as reported in
their accrual operating statements.  Where appropriate an explanation for
variances has been supplied.  The performance of this comparison has been
facilitated by the implementation of accrual budgeting and reporting by
Departments.

1.2 ACKNOWLEDGMENTS

I would like to acknowledge the cooperation and assistance provided to my
staff by Chief Executives and staff of the audited Agencies during the
conduct of the financial audits.  Staff involved in financial statement
preparation in the Agencies must again be specifically acknowledged.
Without their continued improvement in knowledge and performance and
dedicated efforts it would have been impossible for my staff to have
efficiently conducted the audits.

I would also like to acknowledge the excellent performance of Audit Office
staff who completed the program of 1998-99 audits earlier than in any
previous year.
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1.3 SIGNIFICANT ISSUES IN THIS REPORT

The significant issues in this Report are summarised as follows.

GENERAL FINDINGS

Financial Reporting and Auditing [page 18]

General

•  1998-99 was the third year of the Territory’s new budget and
financial initiatives; and

•  It is considered that substantial progress has been made with the
initiatives however there remains work to be done.

Consolidated Financial Statements

•  An unqualified audit opinion on the Consolidated Financial
Statements was issued on 1 December 1999; and

•  A matter of emphasis was included in the opinion.

Departmental Financial Statements other than Performance
Statements

•  The standard of Departmental financial statement preparation was
acceptable in 1998-99; and

•  No departmental financial statements received qualified audit
opinions in 1998-99, however, 2 Departments received emphases of
matter in their audit reports.

Departmental Performance Statements

•  1998-99 was the third year for which Departments were required to
prepare Performance Statements;
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•  Generally the Performance Statements were of a higher standard
than in 1997-98; and

•  4 Departments’ audit opinions contained an Emphasis of Matter
paragraph referring to performance measures on which audit
opinions could not be formed.

Departmental Budgets

•  The majority of Departmental budgets prepared for 1998-99 were
more accurate than the 1997-98 budgets.

Statutory Authorities’ Financial Statements other than Performance
Statements

•  As in previous years the standard of authorities’ financial
statements preparation was generally satisfactory.

Statutory Authorities’ Performance Statements

•  Although Authorities were aware of the requirements for
performance statements several were unsure how to address them,
consequently various approaches were adopted.

Territory Result [page 29]

•  The Territory Operating Loss was $175m in 1998-99 compared with
losses of $170m in 1997-98 and $153m in 1996-97, and a budgeted
loss of $149m;

•  The Operating Result before abnormal and extraordinary items
improved by $16m (11%) from a loss of $147m in 1997-98 to a loss
of $131m.  The budgeted loss was $148m.  The improvement over
the previous year largely resulted from increased Commonwealth
grant revenue of $32m;

•  Territory operating expenses have not changed significantly over the
past three years with increases averaging approximately 1% each
year.  This consistency has also been reflected in the Territory’s
Cash Flow from Operating Activities;
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•  The General Government result has not changed significantly from
a loss before abnormal items of $126m in 1997-98 to a loss of
$127m in 1998-99;

•  The Public Trading Enterprise operating result before abnormal
and extraordinary items has fallen by 55% over the past three years
from a profit of $75m in 1996-97 to a profit of $34m in 1998-99.
While expenses have fallen significantly, revenues have decreased at
a greater rate;

•  As most of the Public Trading Enterprise operating result and
operating cash flows are derived from ACTEW, the full impact of
deregulation on ACTEW could lead to a further decline in the PTE
results; and

•  If the current level of ACT Government activities is to be sustained
without borrowings, reductions in the amount of cash from Public
Trading Enterprise Operating Activities must be compensated by
other sources of receipts.

Territory Financial Position [page 39]

•  The Territory’s net asset position of $6,844 was $9m less than
1997-98 and $249m less than 1996-97, mainly as a result of the
increasing superannuation liability;

•  The Territory’s assets have only grown by 1% over the past two
years from $9,165m in 1996-97 to $9,258m in 1998-99;

•  The Territory’s liabilities have increased by 16.5% from $2,072m in
1996-97 to $2,414m in 1998-99;

•  Unfunded financial liabilities (i.e. the excess of financial liabilities
over financial assets) increased by $110m in 1998-99;

•  Estimated superannuation liabilities increased by $149m from
$1,094m to $1,243m in 1998-99; since 1996-97 there has been an
increase of $309m; and
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•  As most of the liabilities do not have to be met for some years there
is no threat to the Territory’s solvency or its credit ratings in the
short to medium term.  However, prudent planning and effective
management and control over future operating revenues and
expenditures is necessary to ensure that the shortfall does not
eventually grow to a size which will create serious financial
difficulties for the Territory.

Territory Cash Flows [page 47]

•  the Territory received an overall net cash inflow of $191m from
operating activities in 1998-99;

•  there was a net outflow of $93m on capital assets (mainly on capital
works), financing items were reduced by $58m, and cash and
investments increased by $40m;

•  over the last three years net cash inflows from operating activities
have been largely unchanged at around $191m each year;

•  reductions in expenditure on physical assets over the three years
(from $206m to $175m,)  and the closing of the home loan program
($11m in 1996-97) have enabled investments to be increased and
borrowings to be reduced; and

•  cash flows from Public Trading Enterprise operating activities have
fallen from $140m in 1997-98 to $111m in 1998-99 due mainly to
lower electricity sales by ACTEW.

Summary of Territory Revenue and Expenditure [page 53]

Revenue

•  Territory Revenue increased by $34m (1.8%) from $1,884 in 1997-
98 to $1,918 in 1998-99.  Most of the increase was in
Commonwealth Grants ($32m) with Territory revenue only
increasing by $2m;

•  Since 1996-97 Territory revenue has increased from $1,851m to
$1,918m, an increase of $67m (3.6%). Commonwealth Grant
revenue  rose by $36m (6.7%) and Territory source revenue grew by
$31m (2.4%);
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•  Territory taxes increased by $16m in the past year, with most of the
growth occurring in Payroll Tax;

•  The main contributors to the increased Territory source revenue
since 1996-97 came from the introduction of Bank Accounts Debit
Tax ($16m) and increases in Payroll Tax, which rose by $15m
(9.5%) between 1996-97 and 1998-99; and

•  Revenue from Electricity Services has fallen by $51m (22%) from
$227m in 1996-97 to $176m in 1998-99, reflecting changed market
conditions.  Revenue from Water and Sewerage has increased
significantly from $84m in 1996-97 to $105m in 1998-99, partially
offsetting the impact of electricity reductions.

Expenditure

•  Total expenditure increased by $18m (1%), between 1997-98 and
1998-99;

•  Employee expenses fell by $9m (-1.2%), from $756m to $747m over
the previous year, continuing the fall from $763m in 1996-97;

•  At $184m in 1998-99, annual superannuation costs have risen by
$5m over 1997-98 and by $45m (31%) since 1996-97;

•  Administration and other expenses increased by $50m (12%) to
$458m between 1996-97 and 1997-98,, and by $8m (2%) to $466m in
1998-99; and

•  Grants and Subsidies increased by $9m (4.6%) to $203m from 1997-
98 to 1998-99.)

Capital Works Expenditure [page 60]

•  approximately $35m (30%) of the budgeted 1998-99 capital works
expenditure was not spent; and

•  budgets were underspent principally because of unforeseen delays in
commencing projects and projects being approved without
agreement on key elements.
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FINDINGS IN RELATION TO INDIVIDUAL AGENCIES

ACTEW Corporation Limited [page 67]

•  ACTEW’s operating result before tax fell by 15.2% to $66.7m;

•  Electricity revenue fell by 5% in 1998-99 reflecting competition in
electricity retailing; and

•  While water revenue fell by $7.9m (15%) in 1998-99, sewerage
revenue remained stable.

ACTION (ACT Internal Omnibus Network) [page 74]

•  ACTION’s 1998-99 operations resulted in a loss of $12.4m after the
injection for operating requirements, compared to a loss of $11m in
the previous year and a budgeted loss of $12m;

•  Overall, ACTION managed its operations to budget;

•  ACTION’s budgeted passenger boardings were increased in March
1999 from 11.1m to 15.8m.  The increase followed the implementation
of the new network and a change in the counting methodology;

•  ACTION’s current ratio has deteriorated in 1998-99.  While current
liabilities have remained fairly constant, current assets have decreased
significantly.  Cash has decreased from $1.9m at 1 July 1998 to $0.2m
at 30 June 1999; and

•  ACTION received a capital injection of $6.8m in 1998-99; this amount
was used to repay a borrowing and provide working capital.

ACTTAB Limited [page 80]

•  ACTTAB’s operating performance improved significantly from a
loss after abnormal and extraordinary items and income tax
equivalents of $688,000 in 1997-98 to a profit of $1.1m in 1998-99;
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•  The significant improvement in financial operations is attributable
to an increase in total revenue of $878,000 through an increase in
the turnover, and a reduction in the wagering licence fee payable to
the ACT Government from $5.6m to $3.6m; and

•  Despite the reduction in licence fees ACTTAB’s expenditure
increased by 8.3% to $19.5m.

Agents Board of the ACT [page 83]

•  The relevant legislation, the Agents Act, does not require banks to
transfer interest earned on agents’ trust accounts to the Agents
Board; this finding has been reported since 1995;

•  The Board sought approval to supplement the Agents Fidelity
Guarantee Fund from the 1997-98 operating surplus by $500,000,
however, this approval is pending subject to the outcome of the
review of the Agents Act 1968; and

•  Overall, the Agents Board managed its operations to budget.

Australian International Hotel School [page 88]

•  The AIHS incurred a loss of $2.1m in 1998-99;

•  Borrowings from the Central Finance Unit were $4.7m at
30 June 1999;

•  The AIHS is operating within the financial arrangements agreed with
the Government.  This agreement allows for a total of a further $2.6m
to be provided to the AIHS over the next two financial years;

•  The AIHS is not likely to be profitable in the short or medium term;

•  The School incurred an unrealised foreign exchange gain of $94,085
following the revaluation of the Cornell establishment fee as at
30 June 1999; and
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•  AIHS entered into an affiliation agreement with the RMIT University
on 9 March 1999.

Bruce Property Trust [page 94]

•  An “Emphasis of Matter” paragraph was included in the audit
opinion because of an Inherent Uncertainty Regarding the
Valuation of the Non-Current Assets relating to stadium activities.

Bruce Stadium Special Purpose Financial Statements [page 95]

•  An “Emphasis of Matter” paragraph was included in the audit
opinion because of an Inherent Uncertainty Regarding the
Valuation of the Non-Current Assets relating to stadium activities.

Canberra Business Development Fund [page 96]

•  The Fund reported an operating loss of $110,000 for the six months
ended 31 December 1998 compared to an operating profit of
$93,000 for the six months ended 31 December 1997;

•  The Fund purchased an equity interest in a local firm for $300,000
in August 1998.  This investment had been written down by
$171,000 to $129,000 by 31 December 1998; and

•  The manager of the Fund had not prepared the financial statements
of the Fund for the period ended 30 June 1999 at the time of the
preparation of this report in contravention of the Deed of Trust that
established the Fund.

Canberra Public Cemeteries [page 102]

•  The Trust’s 1998-99 operations resulted in a surplus of $56,000
compared to a loss of $150,000 in 1997-98 largely due to the
re-opening of the Woden Cemetery on 1 March 1999; and
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•  The Trust managed its operations reasonably to budget during
1998-99.

Canberra Tourism and Events Corporation [page 106]

•  The Corporation returned an operating loss of $581,000 compared to
a previous year surplus of $2,000; and

•  The Corporation’s operating result includes a loss of $878,000 in
respect of Floriade 1998 and a loss of $9,000 in respect of the 1998
Rally of Canberra.

CanDeliver Limited [page 110]

•  The large differences between the budget and actual revenue and
expenses in 1998-99 were the result of a slower than expected rollout
of outsourcing contracts;

•  The Company incurred an operating loss of $790,031 in 1998-99 with
accumulated losses now totaling $909,695; and

•  The Company’s current ratio is a matter for concern and will need to
be monitored closely if the Company is not to experience liquidity
difficulties.

Central Financing Unit [page 114]

•  An overall investment return of 4.96% was achieved in 1998-99 on
internally managed funds against a benchmark of 5.04%; and

•  CFU paid a dividend to the Government of $3m in 1998-99 against a
budgeted payment of $2.5m.

Chief Minister’s Department [page 118]

•  Although the Department’s operating result was marginally lower
than budget, it managed its operations to budget;
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•  The satisfactory operating result was due to lower than budgeted
employee expenses offsetting unbudgeted increases in other areas;
and

•  Capital works expenditure of $0.915m was less than budget due to
projects being deferred to 1999-2000.

Community Care [page 123]

•  ACT Community Care performed better than its budgeted operating
loss by $4.7m due to significant saving in the Comcare premium and
an increase in revenue for the provision of health services; and

•  As of 30 June 1999, the capital works expenditure for ACT
Community Care was marginally less than budgeted.

Construction Industry Long Service Leave Board [page 129]

•  The Board continues to hold funds in excess of its estimated
liabilities for long service leave payments.  As at 30 June 1999 the
excess was estimated at $21m.

Cultural Facilities Corporation [page 132]

•  In 1998-99 the Cultural Facilities Corporation received Government
Payment for Outputs of $6.054m which equates to a government
subsidy of $20.95 per visitor/patron per visit to facilities managed by
the Corporation; and

•  During the financial year capital work in progress of $50,000 relating
to the Link Redevelopment Feasibility Study was written off, whilst
Artworks to the value of $94,751 were brought to account for the first
time.

Education and Community Services Department [page 139]

•  No audit opinion was expressed on a large number of the
Department’s performance measure results;
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•  Irregularities were noted in some payments made at one High School;

•  In an overall sense the Department has managed its departmental and
territorial operations to budget; and

•  Capital works expenditure was $7.456m less than the capital injection
paid to the Department because of delays in commencing projects.

Exhibition Park In Canberra [page 148]

•  EPIC has made operating losses, before abnormal items, over the past
three years of $248,000 (1998-99); $174,000 (1997-98); and $374,000
(1996-97);

•  Excluding the Community Service Obligation Payment, EPIC’s
revenue decreased by 6.6 % whereas its expenses fell by only 1.6 %;
and

•  EPIC’s short term financial position further improved as a result of
continuous Government funding through Community Service
Obligation payments to the organisation in recognition of its
non-commercial activities.

Forests [page 153]

•  In 1998-99 ACT Forests’ operating loss before abnormal items was
$1m which compares unfavorably to the budgeted loss of $673,000
and the previous year’s loss of $178,000;

•  ACT Forests has returned operating losses every year since
1991-92, and has budgeted for future losses until 2001-02; and

•  Log sales have increased from $8.1m in 1997-98 to $9.1m in
1998-99.  As a result of additional revenue from log sales, there
were extra costs and expenses associated with log harvesting,
haulage and log purchases.

Health and Community Care Department [page 165]



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

13

•  overall, the Department managed to its operating budget; and

•  the Department’s capital expenditure was $1.2m higher than
budgeted because of underestimation of costs on a project.

Healthpact [page 172]

•  Healthpact has not been fully successful in managing its finances to
its budget; for the third year actual expenses have exceeded
budgeted expenses.

Housing [page 175]

•  During 1998-99, the Government has transferred 83 properties to
Community Housing Canberra Limited (CHCL) at a value of $9.1m;
one property valued at $643,000 was transferred to Abbeyfield Society;
all these properties are on long-term leases;

•  Housing did not comply with its policy on rental review periods;

•  A further 7 units of the 85 units constructed at Braddon Garden
residential unit development were sold in 1998-99;  The joint venture
currently has sixteen unsold units worth $1.5m remaining in the
development; the units are currently being leased to tenants at market
rates;

•  Housing’s capital works program was almost $10m below budget
because of delays;

•  Expenditure on Repairs and Maintenance of housing stock was
managed to budget in 1998-99 but fell by $3.5m or 16% compared to
1997-98;

•  Housing’s property portfolio was revalued on 31 March 1999; the
indicative value has been assessed at $1.223b or a net increase in stock
value of $17m; and

•  Overall, Housing managed reasonably its operations to budget during
1998-99.
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InTACT Group [page 185]

•  InTACT’s operating loss for 1998-99 was $7.6m compared with a
budgeted operating profit of $427,000;

•  InTACT did not operate to budget in 1998-99; InTACT’s budgeted
outcome for 1998-99 was never realistically achievable;

•  InTACT has returned operating losses every year since its inception;
these were $7.6m in 1998-99, $15.3m in 1997-98 and $1.9m in
1996-97;

•  InTACT received $28m in borrowings to upgrade the Territory’s IT
infrastructure; almost $10m was used for other purposes to fund
InTACT’s’ operations in 1998-99;

•  A contractor received payments of $751,900 for consultancy services
in 1998-99; $118,000 in 1997-98 and $120,250 in 1996-97, resulting in
an overall payment of $990,150; the payments were made on the basis
of an informal agreement with InTACT management and did not
provide value for money; and

•  InTACT’s current ratio at year-end has improved from the previous
year; this was mainly attributable to increased investments that were
made possible through increased borrowings.

Justice and Community Safety [page 192]

•  No audit opinion was expressed on 13 of the Department’s
performance measure results, which was a vast improvement on
previous years;

•  In an overall sense the Department managed its departmental
operations to budget, however, the budgeting of territorial transactions
should be improved; and

•  The capital works budget for design of the prison project was not fully
expended during 1998-99.
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Office of Asset Management [page 209]

•  improved returns from joint ventures and government land auctions
resulted in revenue $5.1m higher than budgeted;

•  capital expenditure was $2.3m less than budgeted because of the
deferral of works on the Kingston Foreshore project, and later
completion of construction of the Gold Creek Country Club;

•  the Office of Asset Management was involved in 8 land development
joint ventures during the year.  The joint ventures contributed $6.5m
to the operating result of the Office of Asset Management in 1998-99.
This represents a return of 30% on sales of $21m;

•  last year the results of the joint ventures in Dunlop had generally been
poor.  However for 98-99 both Dunlop joint ventures reported a profit.
Dunlop joint ventures sales have exceeded expectations; and

•  the joint ventures at Harcourt Hill, Dunlop 3 and Bruce 2 have shown
positive returns.

Public Trustee for the ACT [page 215]

•  The total amount held in Trust increased by $5.6m during 1998-99,
from $51.8m to $57.4m.

Superannuation and Insurance Provision Unit [page 219]

•  The Insurance Provision reported an operating profit of $1.7m
compared to a budgeted profit of $9m in 1998-99;

•  The Superannuation Provision experienced an operating loss of
$109m in 1998-99 compared with a loss of $112m in 1997-98;

•  The triennial actuarial review of emerging superannuation costs
estimated a $99.96m reduction in accrued superannuation liabilities
as at 30 June 1998;



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

16

•  The Superannuation Provision changed its accounting policy for the
treatment of actuarial gains and losses during 1998-99 to bring
gains and losses to account progressively; and

•  Unfunded superannuation liabilities (i.e. total liabilities less
investments) increased from $770.4m in 1997-98 to $884.0m in
1998-99.

The Canberra Hospital [page 226]

•  The Canberra Hospital has not fully managed its operations to budget;

•  The Canberra Hospital incurred an operating loss of $11.1m
(budgeted operating loss of $12.2m) after an additional injection for
operations of $4.8m from the Department of Health and Community
Care; and

•  Expenditure on capital works was less than budgeted because of
delays in commencing projects.

Totalcare Industries Limited [page 232]

•  operating revenue increased from $87.6m in 1997-98 to $92.2m in
1998-99 primarily as a result of increased sales;

•  Totalcare’s operating profit before abnormal items and tax was $1.3m
on revenue of $92.2m;

•  Totalcare’s operating loss after abnormal items and before tax was
$2.0m compared to a $8.4m profit in 1997-98; and

•  Totalcare’s short-term financial position has deteriorated in 1998-99
and the Company now has an excess of current liabilities over current
assets.

Urban Services Department [page 242]
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•  No audit opinion was expressed on five of the Department’s
performance measure results;

•  Departmental and Territorial property assets with value over one
million dollars were revalued as at 30 June 1999. The revaluation
resulted in a net increment of $117m to Territorial property value and
$2m to the departmental property value;

•  The expenditure budget for Territorial transactions, particularly for
depreciation and amortisation, and administrative expenses was
significantly underestimated;

•  In an overall sense, the Department managed its operations to budget
in 1998-99; and

•  The Department spent $416,000 against the budget of $889,000 for
Departmental Capital Works; similarly, only $21.2m was spent against
the budget of $29.6m for Territorial Capital Works.
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2. FINANCIAL REPORTING AND AUDITING

2.1 FINANCIAL FRAMEWORK

The accountability framework for the Territory’s finances is set by the
Commonwealth’s ACT Self Government Act 1988, the ACT’s Financial
Management Act 1996 and the Auditor-General Act 1996.  These Acts
establish the external financial reporting and audit arrangements for the
Territory’s public sector.  The reporting and audit arrangements are
intended to facilitate the Government’s accountability to the Assembly, and
the public, for its financial management of public sector resources.

2.2 SIGNIFICANT FINDINGS

General

•  1998-99 was the third year of the Territory’s new budget and
financial initiatives; and

•  It is considered that substantial progress has been made with the
initiatives however there remains work to be done.

Consolidated Financial Statements

•  An unqualified audit opinion on the Consolidated Financial
Statements was issued on 1 December 1999; and

•  Matter of emphasis was included in the opinion in relation to the
uncertainty of non-current asset valuations.

Departmental Financial Statements other than Performance
Statements

•  The standard of Departmental financial statement preparation was
adequate in 1998-99; and
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•  No departmental financial statements received qualified audit
opinions in 1998-99, however, 2 Departments (Chief Minister’s
Department and ACT Forests) received an Emphasis of Matter in
relation to uncertainty of non-current asset valuations.

Departmental Performance Statements

•  1998-99 was the third year for which Departments were required to
prepare Performance Statements;

•  Generally the Performance Statements were of a higher standard
than in 1997-98; and

•  4 Departments’ (Chief Minister’s Department, Education and
Community Services, Justice and Community Safety, and Urban
Services) audit opinions contained an Emphasis of Matter
paragraph referring to performance measures on which audit
opinions could not be formed.  This is an improvement on 1997-98
where there was emphasis of matter issued on 6 Departments.

Departmental Budgets

•  Overall, 1998-99 Departmental budgets were better prepared than in
previous years.

Statutory Authorities’ Financial Statements other than Performance
Statements

•  As in previous years the standard of authorities’ financial
statements preparation was generally satisfactory.

Statutory Authorities’ Performance Statements

•  Although Authorities were aware of the requirements for
performance statements several were unsure how to address them;
consequently various approaches were adopted.
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2.3 ANNUAL FINANCIAL REPORTING FOR THE TERRITORY

Introduction

In accordance with the Financial Management Act 1996 (the Act) the
Treasurer prepared Consolidated Financial Statements for the Territory and
forwarded these to the Auditor-General for auditing within the timeframe
allowed by the Act.

As required by the Act the consolidated financial statements consisted of:

•  Operating Statement;

•  Statement of Financial Position;

•  Statement of Cash Flows; and

•  Supporting notes which describe the accounting policies applied and
other explanatory material.

The statements have been prepared in accordance with Australian
Accounting Standards, in particular, AAS31 Financial Reporting by
Governments.

Agencies Included in Consolidated Financial Statements

The consolidated financial statements were prepared by consolidating the
financial statements of most public sector entities.

The financial statements do not consolidate the Construction Industry Long
Service Leave Board, the Rental Bonds Board, the Registrar of Financial
Institutions, Community Housing Canberra Limited, Calvary Public
Hospital and the University of Canberra because they are not considered to
be Government controlled.  Territory agencies are also responsible for a
number of other Boards and Trusts, which have not been included in the
consolidation as they are immaterial in nature.
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Comment

The presentation of these statements is an essential conclusion to the
process that commenced for 1996-97 with the Departmental and Territorial
budgets being produced on the basis of generally accepted accounting
principles (i.e. Australian Accounting Standards).

The presentation to the Assembly of consolidated financial statements for
the Territory prepared in accordance with Australian Accounting Standards
is an essential part of the financial reporting framework.

The statements will contribute to more transparent reporting of the
Territory’s overall financial operations and financial position and should
enable more informed decision making on financial strategies and public
resource allocation.

Independent Audit Opinion for the Territorial Statements

Section 24 of the Financial Management Act 1996 provides that the
Auditor-General shall provide an audit opinion on the Territory’s annual
financial statements within 30 days of receiving the statements from the
Treasurer.  The statements were received from the Treasurer on
30 November 1999.

An unqualified audit opinion was signed on 1 December 1999 and
provided to the Treasurer on that day.

The audit opinion included a “Matter of Emphasis” regarding an inherent
uncertainty as to the valuation of non-current assets for the Bruce Stadium.

2.4 DEPARTMENTAL ANNUAL FINANCIAL REPORTING

Introduction

Section 27 of the Financial Management Act 1996 (the Act) requires that
Departments prepare annual financial statements.  The statements are to
consist of:

•  Operating Statement;

•  Statement of Financial Position;
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•  Statement of Cashflows;

•  Performance Statement; and

•  Supporting notes which describe the accounting policies applied and
other explanatory material.

 The Act requires that the statements be prepared in accordance with
generally accepted accounting practice.  They are also to be in a form,
which facilitates a comparison of the Department’s financial operations
with the budget for the Department.

 Financial Statements other than Performance Statements

 Departments prepared their 1998-99 statements in conformity with
Australian Accounting Standard AAS29 “Financial Reporting by
Government Departments” and therefore complied with the Act.  The
formats used also facilitated comparison of operations with budgets.

 Financial Statement Preparation by Departments

 In 1996 it was reported that the requirement for the first time that
Department’s 1995-96 statements be prepared based on generally accepted
accounting practices resulted in many errors being made in the statements
submitted to the Auditor General for audit.  It was considered that these
errors arose through a lack of understanding by Departmental officers of
accounting standards, concepts and principles.

 Improvements were reported in 1997 and 1998 for the financial statement
preparation in those years.  On the basis of the results achieved in 1998-99
it is clear that Departmental officials have responded well to the need to
develop and maintain their financial management and accounting expertise.
In general, financial statement preparation by Departments exhibits an
adequate level of competence.

 Independent Audit Opinions on Financial Statements other than
Performance Statements

 As required by the Financial Management Act 1996 all Department
Financial Statements were audited and audit opinions issued.  As a result of
the audits it was not necessary to issue any qualified audit opinions.
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 However, two Departments received an “Emphasis of Matter” paragraph in
their audit reports:

•  The Chief Minister’s Department in relation to the valuation of the
Bruce Stadium; and

•  ACT Forests in relation to the valuation of forest growing stock.

 Departments’ Statements of Performance

 Operating Statements, Statements of Financial Position and Cash Flow
Statements are standard components of financial statements prepared using
generally accepted accounting principles.  Statements of Performance
however as required by the ACT’s Financial Management Act 1996 are not
provided for in the accounting standards, etc and therefore there is limited
external guidance available to assist Departments in preparing these
statements.

 1996-97 was the first year in which Departments had been required to
publicly present performance measure results in statements subjected to
independent audit.  As this was the first year, and given the quantity of
measures to be reported it was unlikely that problems would not have been
encountered in establishing the systems and/or procedures needed to
produce accurate, complete and relevant measures.  This indeed proved to
be the situation.  To varying degrees Departments made genuine efforts in
1997-98 to establish appropriate and reliable systems and/or processes.  For
many measures however these efforts were not successful.

 The position in 1998-99 has been a major improvement on the previous
years.  In most cases Departments have now developed and implemented
sound procedures and systems from which to extract the information
required to be published in the Performance Statements.

 Independent Audit Opinions on Statements of Performance

 As a result of the audits, four audit opinions issued on Statements of
Performance contained an Emphasis of Matter paragraph or paragraphs.
The content of the paragraph or paragraphs generally indicated that audit
opinions could not be formed on certain measures reported by the
Departments in their Statements of Performance as the measures were not
supported by reliable systems or processes, or had not been measured.  The
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number of performance measures on which an audit opinion could not be
formed was considerably less in 1997-98 than in 1996-97.

2.5 DEPARTMENTAL BUDGETING

 The Financial Management Act 1996 requires that Departmental budgets
be presented to the Legislative Assembly as part of the annual Budget
Papers.  The budgets are prepared on an accrual basis and consist of similar
statements to those required for financial reporting.

 An underlying principle is that the budget statements for a year, and the
financial statements, which report the results for that year, should be
prepared using the same accounting basis.  This is to facilitate
accountability by ensuring that budgets and results can be readily
compared.

 Departments’ budgets for 1998-99 were the third prepared on the accrual
basis.  The Departmental budgets were tabled in the Legislative Assembly
in May 1998.

 As in 1997-98, the opportunity was taken as part of the 1998-99 audit
process to compare Departments’ budgets with results reported in
Departments’ financial statements.  The comparisons were limited to
comparing the Departments’ Budget Operating Statements with the end of
year Operating Statements, and the results for the year with the previous
year.

 The results of the comparisons are provided in later sections of this Report
within the comments provided on the results of individual audits.

 The comparisons revealed some instances where Departmental financial
operations had apparently not been managed to the budget.  From analysis
and discussion, however it was clear that faulty or unrealistic budget
projections were the cause of variances in these instances rather than a
failure to manage to achievable targets.  It should be noted that these
instances were substantially less in 1998-99 than in previous years.
Overall, 1998-99 budgets were better prepared than in previous years.

 The Chief Executive Officer of the Department of Treasury and
Infrastructure commented “An original budget represents an estimate of
the operations of an agency for that budget year.  Variance against an
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original budget due to changed circumstances or economic climate
through the year, does not necessarily imply that the financial estimates
were faulty, as budgets are prepared using the best information available
at that point in time”.

The accounting principles used for presenting planned transactions in
Departments’ budgets must be the same as those which have to be adopted
in Departments’ annual financial statements.  As the annual financial
statements must comply with generally accepted accounting practice it
follows that budget presentation must also follow generally accepted
accounting practice if they are to be consistent with each other.

There were two issues of substance where the budget treatment differed
from generally accepted accounting practice.  These matters, which were
resolved satisfactorily with the agencies concerned, represented differences
of views between the Auditor-General’s Office and the (now) Department
of Treasury and Infrastructure rather than the departments.

It is suggested that the Department of Treasury and Infrastructure discuss
potentially incorrect accounting treatments with the Auditor-General’s
Office to ensure that the Budget is consistent with generally accepted
accounting practice.

Capital Works Expenditure

Details of proposed capital works expenditure are included each year in
Budget Papers 3 and 4.  Departments are usually provided with capital
injection appropriations to fund the expenditure.

In the 1998-99 audits, the level of capital expenditure budgeted was
compared with actual expenditure.  Where there were significant
variations, reasons were sought from Departments.

The overall results of the comparisons are provided in Chapter 7 of this
Report.  In addition, details for each Department are included in the
relevant Chapter for the Department.
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2.6 STATUTORY AUTHORITY ANNUAL FINANCIAL
REPORTING

Reporting Requirements

Under Section 58, of the Financial Management Act 1996, Authorities are
to prepare Statements of Intent which are to be provided to the Treasurer
each year.  The statements are to comprise:

•  estimated annual operating statement for the year;
•  estimated statement of financial position at the end of the year;
•  estimated cashflow statement;
•  statement of the objectives of the Authority for the year;
•  statement of the nature and scope of the activities to be undertaken in

the year; and
•  performance criteria and other measures by which the performance of

the authority may be assessed in relation to its objectives for the year.

Section 59 of the Financial Management Act 1966 requires that each of the
Territory’s Statutory Authorities prepare annual financial statements.  The
statements are to consist of:

•  Operating Statement;
•  Statement of Financial Position;
•  Statement of Cashflows;
•  Statement of Performance of the authority in achieving the objectives

specified in the statement of intent for the year that was provided by
the authority pursuant to section 58 of the Act; and

•  Supporting notes which describe the accounting policies applied and
other explanatory material.

The Act requires that the financial statements are to be prepared in
accordance with generally accepted accounting practice.  They are also to
be in a form, which facilitates a comparison of the Authority’s financial
operations with the Authority’s Statement of Intent, which Authorities are
required to prepare by Section 58 of the Act.
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Financial Statement Preparation by Statutory Authorities

As in previous years the usual financial statements prepared by statutory
authorities (i.e. operating statement, cashflow statement and financial
position statement) were mostly of a high standard and required few
adjustments as a result of the audit process.  The position however with
Performance Statements was similar to 1997-98 i.e. to some extent
Authorities were not fully aware of the requirements or were unsure how to
address the requirements.  Consequently various approaches were adopted.

The purpose of a Performance Statement is to provide end of year
assessments of whether Authorities have achieved their objectives, by
comparing their actual performance for that year against the criteria and
measures presented in their Statements of Intent for the year.

Although there was more consistency in 1998-99 the position was still not
entirely satisfactory.

The position with Statements of Intent and Statements of Performance can
be improved further.  It is considered that the Department of Treasury and
Infrastructure should provide clear guidance to the Authorities to assist the
Authorities to prepare consistent and useful statements.

The Chief Executive Officer of the Department of Treasury and
Infrastructure commented “Chief Minister’s Department Finance
Memorandum 1999/01 provided guidance on the preparation and
performance reporting required in Statements of Intent.

This memo included guidance on the preparation and reporting of
performance measure and targets, including key financial performance
indicators, covering profitability, liquidity, financial stability and debt
ratios.

The varied nature of authorities’ business does not lend itself to more
prescriptive guidelines”.

Audit Opinions on Statutory Authority Financial Statements

The Financial Management Act 1996 (Section 61) provides for all
authorities’ financial statements to be audited by the Auditor-General.
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As a result of the audits unqualified opinions were issued on the financial
statements of all authorities.

2.7 CONCLUSION

1998-99 year was the third year of new budget and financial reporting
initiatives for the Territory.  The 1996-97, 1997-98 and 1998-99 Budgets
have all been prepared on an accrual basis.  In addition Performance
Statements were prepared for Departments and Statutory Authorities.  The
Performance Statements were also subject to independent audit.  Most of
these initiatives are unique to the Territory.

As reported last year, the identification of the services delivered by
Government agencies, and their full cost, should enable the Government
and agencies to be able to focus on the real costs and benefits of services,
and to manage financial performance according to a more informed
decision making process.  The initiatives are clearly a great improvement in
accountability over the systems, which operated previously.  The initiatives
have the potential to also greatly improve planning and control by agency
management.

Although difficulties were encountered in some areas, implementation of
the initiatives can be regarded as reasonably successful.

From the outcomes of the 1998-99 financial audit processes it is clear that
most Departments and Authorities expended considerable effort developing
sound systems and procedures from which to prepare their Statements of
Performance to a satisfactory standard for 1998-99.

There was again evidence that Departmental budgets prepared for 1998-99
contained some flaws.  Overall, however, 1998-89 budgets were better
prepared than in previous years.  It is recognised that 1998-99 was only the
third accrual budget prepared and also that the budget was substantially
prepared in early 1998, well before 1997-98 outcomes were known.  The
benefits of early budgeting are well known however early budgets bring
with them an increased potential for the budgets prepared to be unrealistic,
in the sense of either being overly generous, unachievable or simply
overtaken by events.  Budgets of this nature can easily become irrelevant
for management and also irrelevant for accountability purposes.
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3. TERRITORY RESULT

3.1 INTRODUCTION

This Chapter comments on overall Territory financial operations in
1998-99.

3.2 SIGNIFICANT FINDINGS

•  The Territory Operating Loss was $175m in 1998-99 compared with
losses of $170m in 1997-98 and $153m in 1996-97, and a budgeted
loss of $149m;

•  The Operating Result before abnormal and extraordinary items
improved by $16m (11%) from a loss of $147m in 1997-98 to a loss
of $131m.  The budgeted loss was $148m.  The improvement over
the previous year largely resulted from increased Commonwealth
grant revenue of $32m;

•  Territory operating expenses have not changed significantly over the
past three years with increases averaging approximately 1% each
year.  This consistency has also been reflected in the Territory’s
Cash Flow from Operating Activities;

•  The General Government result has not changed significantly from
a loss before abnormal items of $126m in 1997-98 to a loss of
$127m in 1998-99;

•  The Public Trading Enterprise operating result before abnormal
and extraordinary items has fallen by 55% over the past three years
from a profit of $75m in 1996-97 to a profit of $34m in 1998-99.
While expenses have fallen significantly, revenues have decreased at
a greater rate;

•  As most of the Public Trading Enterprise operating result and
operating cash flows are derived from ACTEW, the full impact of
deregulation on ACTEW could lead to a further decline in the PTE
results; and

•  If the current level of ACT Government activities is to be sustained
without borrowings, reductions in the amount of cash from Public
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Trading Enterprise Operating Activities must be compensated by
other sources of receipts.

3.3 OPERATING RESULT – WHOLE OF GOVERNMENT

The operating result is a key measure of the Government’s financial
performance and highlights the extent to which the costs of service delivery
are covered by the revenues raised in the year.  When assessed over a
sequence of years the operating result is an important indicator of the
financial sustainability of the Government’s strategies and policies.

The table below summarises the Whole of Government operating results
from 1996-97 to 1998-99.

Operating Result

Whole of Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Revenue 1,918 1,884 1,850

Expenses 2,049 2,031 1,950

Operating loss before abnormal items (131) (147) (100)

Abnormal items (net) (44) (23) (53)

Operating Loss (175) (170) (153)

The Territory Operating Loss was $175m in 1998-99 compared with losses
of $170m in 1997-98 and $153m in 1996-97.  The budgeted loss for
1998-99 was $149m.

In general, the Operating Result before abnormal items provides a more
useful basis for comparing financial activities from year to year and
between sectors than results that include abnormal items.

Abnormal items are specifically provided for in Australian Accounting
Standards.  Abnormal items are items of revenue and/or expenditure that
should be disclosed separately from other revenue or expense because of
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their size and effect on the operating results for the period.  Separating the
abnormal items allows the underlying operating result to be disclosed.

As well, it is broadly comparable with the Cash Flow from Operating
Activities.  This review will therefore be based on the Operating Result
before abnormal items.

The Operating Result before abnormal items for 1998-99 (a loss of $131m)
was an improvement of $16m on the result in the previous year (a loss of
$147m) and on the budgeted result (a loss of $148m).  The improvement
over the previous year largely came about because of increased
Commonwealth Grants revenue of $32m.

Impact of Superannuation Fluctuations

In the past three years, the operating result before abnormal items has
fluctuated from a loss of $100m in 1996-97 to losses of $147m in 1997-98
and $131m in 1998-99.

Much of the fluctuations in the Operating Result have been caused by large
movements in the level of Superannuation expenses in these years.  If the
Superannuation expenses are removed from the Total expenses, the result
is more consistent between years with the result - see the table below.

Operating Result Adjusted for Superannuation Expense

Whole of Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Expenses 2,049 2,031 1,950

Less Superannuation expense 189 184 144

Adjusted expenses 1,860 1,847 1,806

Revenue 1,918 1,884 1,850

Adjusted Operating Surplus before
abnormal items 58 37 44

It will be seen from this table that apart from movements in Superannuation
expenses, whole of Government operating expenses have not changed
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significantly across the past three years with increases averaging
approximately 1% each year.

3.4 SIGNIFICANCE OF THE OPERATING LOSSES

The operating loss before abnormal items for 1998-99 of $131m was an
improvement on the previous year’s loss of $147m.

Previous Auditor-General’s Reports have commented on the eventual
effects if the Territory continues to operate with revenue generation being
less than expenditure incurred.  The losses for 1996-97, 1997-98 and
1998-99 are substantial sums.

The significance to the ACT community of the existence of the large losses
is that the losses will eventually have to be met from future Territory
revenues and these revenues must be supplied either by the taxpayers in the
community, or by the Commonwealth Government through increased
grants.  Alternatively the Territory would have to significantly reduce
services, and/or sell some of the taxpayers’ significant public assets.  Also
almost certainly the capital works program would have to be cut.

The size of the losses from 1996-97 to 1998-99 is illustrated when the
aggregate loss of $498m for the three years is related to the Territory’s
number of households i.e. an average of around $1,500 per household for
each of the three years. What this means is that each household will
eventually have to meet these amounts through rates, taxes, etc, unless
some way can be devised to convert the current chronic loss situation into
substantial surpluses without imposing large additional charges on
Territory residents.

The 1999-2000 ACT budget papers project a loss in 1999-2000 and then
surpluses from 2000-01 onwards.  The surpluses are planned to arise from
substantial increases to revenue, mainly from Commonwealth grants, taxes
and charges, and significant reductions in expenditure.

3.5 CASH FLOWS FROM OPERATING ACTIVITIES

Australian Accounting Standards recognise that operating statements
prepared on an accrual basis do not provide the full picture of an entity’s
financial transactions.  The importance of cash transactions is recognised
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by the requirement that the financial statements of a reporting entity must
include a statement of cash flows.  The following information has been
extracted from the Territory’s Statement of Cash Flows.

Cash Flows from Operating Activities – Whole of Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
   Revenue 1,893 1,850 1,820
   Expenses (1,702) (1,659) (1,634)
          Net Inflow 191 191 186

Capital
   Purchase of Capital Assets (175) (194) (206)
   Sale of Capital Assets 47 38 39
         Net Outflow (128) (156) (167)

Total Net Inflow 63 35 19

Note:  The Territory’s published cash flow statement includes other transactions however these are for purposes of
financing and therefore are not presented in this table.

The Cash Flow from Operating Activities for 1998-99 was unchanged on
the previous year and marginally higher than in 1996-97.

The Total Net Inflow includes the effect of cash outflows for capital
purposes.  The table shows that on a cash basis the Territory has operated
with small but increasing cash surpluses in each of the last three years.
This means that after the Territory met the year’s cash requirements for the
normal delivery of services and the capital program there was some cash
remaining.  The increase in total net inflow of cash between 1997-98 and
1998-99 is entirely the result of reduced expenditure on capital assets and
increased receipts for sale of capital assets.

This net cash inflows however are far less than is needed to meet costs
which were incurred in the delivery of the services during the years but not
paid for by cash i.e. the accrued costs.  Such costs will have to be met in
cash some time in the future.  As should now be well known the Territory
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has significant costs of this nature, employees’ superannuation entitlements
being the main one.

3.6 SECTOR OPERATING RESULTS

Examination of the General Government and Public Trading Enterprise
results points to significant differences between the two sectors1.

Operating Result - General Government Sector

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Revenue 1,630 1,572 1,490

Expenses 1,757 1,698 1,634

Operating Result before abnormals (127) (126) (144)

Operating Result - Public Trading Enterprise Sector

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Revenue 509 551 611

Expenses 475 496 536

Operating Result before abnormals 34 55 75

Within the General Government, increases in Revenue have broadly
matched increases in expenditure so that the Operating Result has not
varied substantially over the three financial years.  In that time, it has fallen
from a loss of $144m to a loss of $127m with the fluctuation being mainly
due to the change in the Superannuation expense estimate.

                                                 
1 Note that because of transactions between entities in the two sectors, the sector amounts do not add to
the Whole of Government amounts.
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However, in the Public Trading Enterprise sector, the fall in revenue over
three years (from $611m to $509m – a fall of $102m) has been greater than
the fall in expenses (from $536m to $475m – a fall of $61m).  As a result,
the operating result has fallen substantially over the three year period from
$75m to $34m.

This outcome is also reflected in the Cash Flow from Operating Activities
for the two sectors.

Cash Flows from Operating Activities – General Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
   Revenue 1,555 1,480 1,432
   Expenses (1,473) (1,428) (1,375)

82 52 57

Cash Flows from Operating Activities – Public Trading Enterprises

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
   Revenues 503 531 543
   Expenses (392) (391) (410)

111 140 133

For the General Government sector, the Cash Flow from Operating
Activities has increased from $57m to $81m ($24m) over the three years.
The large increase in revenue from 1997-98 to 1998-99 was mainly due to
the increase in Commonwealth grants revenue.

However for the PTE sector, cash flow has fallen by $22m from $133m in
1996-97 to $111m in 1998-99.  This fall largely offsets the increase in the
General Government sector.

It will be seen in the PTE Cash Flow table that cash receipts have fallen
substantially, from $543m in 1996-97 to $503m in 1998-99.  Expenses also
have fallen from 1996-97, but appear to have plateaued at about $392m.
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Within the PTE sector, most of the Cash Flow from Operations comes
from ACTEW.  The ACTEW consolidated financial statements show that
Cash from Operating Activities for 1998-99 was $108m (1997-98:
$132m)2.  Although ACTEW’s cash payments to staff and suppliers have
remained steady between 1997-98 and 1998-99 (at $208m), cash receipts
from customers have fallen from $342m to $322m reflecting the impact of
the deregulated electricity market.  As the deregulated market is extended,
cash flows (and profits) will be further affected.

This has an impact on the Territory.  PTE profits and cash flow are an
important component of Whole of Government funding, with cash being
passed to the General Government sector through Taxation Equivalents and
Dividends.  Cash surpluses from Operating Activities can be used to fund
capital expenditure in the General Government and Public Trading
Enterprise sectors, increase other assets or reduce debt.  If the current level
of ACT Government activities is to be sustained without borrowings,
reductions in the amount of cash from Public Trading Enterprise Operating
Activities must be compensated for by other sources of receipts.

Comments by the Chief Executive Officer of the Department of
Treasury and Infrastructure

The Chief Executive Officer of the Department of Treasury and
Infrastructure provided the following comment.

Territory Result – Significant Findings

“The Public Trading Enterprise operating result has fallen by 53% over
the past three years … the full impact of deregulation on ACTEW could
lead to further decline in the PTE results”

The Government agrees with the Auditor-General’s concerns about the
impact of competition on the operating results of the PTE sector.  It is for
this reason that the Government commissioned expert advice on the impact
of market changes on the future viability of ACTEW and ACTTAB.  The
Government has been concerned about the implications that the reform of
the electricity market will have for ACTEW, particularly in light of trading
losses that have been experienced by interstate Government owned

                                                 
2 The transfer of the Home Loans portfolio from ACT Housing (PTE) to the Office of Asset Management
(General Government) on 1 July 1998 accounts for the rest of the difference between 1998-99 and
1997-98.
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electricity bodies.  The Government has similarly been concerned as to
whether a relatively small operation such as ACTTAB can continue to
operate successfully as an increasing number of interstate TABs have been
privatised.

“if the current level of ACT Government activities is to be sustained
without borrowings, reductions in the amount of cash from Public Trading
Enterprise operating activities must be compensated by other sources of
receipts”

As noted, the operating result is an important indicator of the financial
sustainability of the Government’s strategies and policies.  Reference to
budgeted forward estimates published in the 1999-2000 budget, shows that
the Government’s budget strategy is forecast to result in a substantial
improvement in the operating result – moving to a surplus in 2000-01.  The
forward estimates also show that dividend revenue remains fairly stable
over the period, and the level of GGS borrowings is forecast to decrease.

It is clear from this forecast position that the Government is more than
adequately addressing these issues.

Significance of the operating losses

“The losses will eventually have to met from future Territory revenues…
Alternatively the Territory would have to significantly reduce services,
and/or sell some of the taxpayers’ significant public assets.  Also, almost
certainly, the capital works program would have to be cut.

“Each household will eventually have to meet these amounts through rates,
taxes etc, unless some way can be devised to convert the current chronic
loss situation into substantial surpluses without imposing large additional
charges on Territory residents”.

The projected operating result over the forward estimates shows significant
surpluses.  The government has made substantial inroads to turning
around the loss position.  This has been achieved through successfully
negotiating with the Commonwealth, resulting in a substantial increase in
Commonwealth Grants, through an increased tax base resulting from the
economic growth, and constraining expenditure growth while maintaining
services to the ACT community.
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The report also refers to significant reductions in expenditure across the
forward estimates.  The General Government expenses display constrained
growth across the forward estimates.
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4. TERRITORY FINANCIAL POSITION

4.1 INTRODUCTION

This Chapter comments on overall Territory assets and liabilities in
1998-99.

4.2 SIGNIFICANT FINDINGS IN THIS CHAPTER

•  The Territory’s net asset position of $6,844 was $9m less than
1997-98 and $249m less than 1996-97, mainly as a result of the
increasing superannuation liability;

•  The Territory’s assets have only grown by 1% over the past two
years from $9,165m in 1996-97 to $9,258m in 1998-99;

•  The Territory’s liabilities have increased by 16.5% from $2,072m in
1996-97 to $2,414m in 1998-99;

•  Unfunded financial liabilities (i.e. the excess of financial liabilities
over financial assets) increased by $110m in 1998-99;

•  Estimated superannuation liabilities increased by $149m from
$1,094m to $1,243m in 1998-99; since 1996-97 there has been an
increase of $309m; and

•  As most of the liabilities do not have to be met for some years there
is no threat to the Territory’s solvency or its credit ratings in the
short to medium term.  However, prudent planning and effective
management and control over future operating revenues and
expenditures is necessary to ensure that the shortfall does not
eventually grow to a size which will create serious financial
difficulties for the Territory.
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4.3 STATEMENT OF FINANCIAL POSITION

The Statement of Financial Position is an important indicator of the
Territory’s financial strength and, when comparative balances are
presented, of changes in the overall financial position.

The following table summarises the Territory’s Statement of Financial
Position between 1996-97 and 1998-99.

Statement of Financial Position

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Assets
Cash, Investments and Receivables 999 969 870
Physical Assets 8,259 8,158 8,295

9,258 9,127 9,165
Liabilities
Borrowings, Finance Leases and
Creditors 892 915 867
Superannuation 1,243 1,094 934
Employee entitlements 229 234 222
Other 50 30 49

2,414 2,274 2,072

Net Assets 6,844 6,853 7,093

Assets

Physical Assets

The majority of the Territory’s assets are physical assets used to deliver
services to the community e.g. roads, land, buildings including schools and
hospitals, plant and equipment and other infrastructure.  These physical
assets account for $8,259m (89%) of the Territory’s total assets.

Physical assets have grown by $101m in 1998-99 but have fallen by $36m
since 1996-97, reflecting new capital works, asset purchases and
revaluations offset mainly by depreciation over the period.
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Financial Assets

In contrast the Territory’s financial assets i.e. cash, investments and
receivables at $999m represent only 11% of the total assets.  Financial
assets have increased by $30m principally reflecting increases in invested
funds.

Liabilities

Borrowings, Finance Leases and Creditors

Borrowings, Finance Leases and Creditors fell by $23m from $915m to
$892m last year, mainly because of net repayments of borrowings.
However they are $25m more than two years ago

Superannuation

Estimated superannuation liabilities increased by $149m from $1,094m to
$1,243m in 1998-99.  Since 1996-97 there has been an increase of $309m.
For more information, see Superannuation Assets and Liabilities below.

Employee Entitlements

In 1998-99, Employee Entitlements (long service and annual leave) has
remained fairly steady at $229m (1997-98: $234m).

Net Assets

Net assets ($6,844m) were $9m less than in the previous year.  There has
also been an overall decline in the Territory’s net assets of $249m since
1996-97, mainly reflecting the impact of the growing estimated
superannuation liability.

4.4 FINANCIAL ASSETS AND LIABILITIES

The Territory’s financial assets (i.e. cash, investments and receivables) at
$999m represent 11% of the total assets.

The Territory’s liabilities arise from various requirements to repay past
borrowings and other financing arrangements, to pay creditors for services
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provided prior to year end but not paid for at year end, and to meet
employees’ entitlements arising as a result of work performed prior to year
end but which does not need to be paid for in cash until sometime in the
future (e.g. superannuation and long service leave).

All of the Territory’s liabilities will have to be met in cash at some time in
the future and therefore can be categorised as financial liabilities.  Some
will need to be met in cash in the immediate future while most will be
payable over a much longer term.

The importance of superannuation liabilities is clear in that these liabilities
are the largest of the Territory’s liabilities.

Territory’s Unfunded Liabilities

In effect the shortfall between financial assets and financial liabilities
represents the Territory’s overall unfunded liabilities.  The following table
compares the Territory’s unfunded liabilities as they stood at the close of
each of the last three years.

Net Financial Liabilities
(Unfunded Liabilities)

1998-99
Actual

$m

1997-98
Actual

$m

1996-97
Actual

$m
Financial Assets 999 969 870
Financial Liabilities 2,414 2,274 2,072
Net Unfunded Financial Liabilities 1,415 1,305 1,202

The table shows that unfunded financial liabilities (i.e. the excess of
financial liabilities over financial assets) increased by $103m in 1997-98
and by $110m in 1998-99.

4.5 SUPERANNUATION ASSETS AND LIABILITIES

Under the superannuation arrangements with the Commonwealth
Government, the Territory is responsible for meeting its share of the
superannuation payments to former staff members who are members of the
Commonwealth Superannuation Scheme and the Public Sector
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Superannuation Scheme.  Where staff were employed by the
Commonwealth Government (prior to self-government, for example) the
Commonwealth Government meets the cost arising from that employment.
The ACT only pays for superannuation arising from ACT service from
1 July 1989.

At present the ACT pays approximately $15m per year to cover staff who
have retired from the ACT service.  This amount will grow substantially as
current CSS and PSS members achieve retirement age.

The cash amounts which the ACT will have to pay to Comsuper in future
years to meet superannuation payments to past employees have been
estimated by the Government’s superannuation consultants, Towers Perrin.
A sample of the estimated annual payments are shown in the following
table.

Emerging Cost Payment Schedule

Year Beginning July $m

1999 17.1

2000 20.4

2001 25.3

2007 55.9

2013 94.0

2019 118.7

2025 112.0

2031 88.9

2037 67.9

2043 39.8

The table illustrates that cash payments will begin to rise rapidly within a
few years and continue to about 2020.  Beyond that year there will be a
gradual fall.3

                                                 
3 Although they would be quite small, some payments could continue into the century after next.  It
would be unlikely for any members of CSS or PSS to survive beyond about 2070.  However, both
schemes have provisions for spouses to receive pension benefits.  It is entirely possible that a much
younger spouse could survive a member well past the year 2100.
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This escalation is the result of the combination of the short period of ACT
responsibility for employees’ superannuation and the ageing profile of
ACT employees.  The primary factor in the initial years is that the ACT
liability related only to CSS/PSS members employed with the ACT Public
Service from 1 July 1989.  The Commonwealth is liable prior to that date.
This means that the ACT share of the superannuation payments to
long-serving retirees is at present quite low.  This share will increase as
service with the ACTPS becomes a larger proportion of total service.

The second factor is the ageing profile of ACT employees.  In the early
years of the 21st century many of these employees will be reaching
retirement age when it will become necessary for the Territory to meet its
obligations for their superannuation entitlements in cash.  For many
members, benefits will be taken as indexed pensions which will continue
over the lives of the members and their surviving spouses.

The table also illustrates that after about the year 2025 the emerging cost
will reduce in line with the decreasing number of surviving members of the
CSS and PSS.  This is the result of the closure of the CSS to new members
in 1990 and the closure of the PSS to new members from 30 June 1999.

Unfunded Superannuation Liabilities

The superannuation liability is the net present value of the estimated future
payments to members of the schemes.  The liability is estimated by an
actuary who takes into account wage and salary growth, member life
expectancy, investment returns and inflation.  As at 30 June 1999, the
overall liabilities were estimated to be $1,243m for payments to be made to
members over sixty or seventy years.  Given the nature of the estimate, this
amount should be regarded as an approximation.  It can vary, depending on
the factors used for its calculation.

The Territory has been setting aside some funds to be invested to meet the
payments.  At present these investments total $359m.  The Territory’s
unfunded superannuation liability is the total superannuation liability less
investments held to meet the liability.  The level of unfunded liabilities for
superannuation over the past three years has been as follows.
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Unfunded Superannuation Liabilities

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Superannuation Liabilities 1,243 1,094 934
Less Investments Held 359 319 274
Unfunded Liabilities
Unfunded Liabilities as a % of
Superannuation Liabilities

884

71.1%

775

70.8%

660

70.6%

The growth in investments mainly reflects the strong economic markets
over recent years.  Because of this growth, the proportion of unfunded
liabilities to total liabilities has remained steady despite a large increase in
estimated liabilities.

As the full extent of this liability does not have to be met for some years
there is no current threat to the Territory’s solvency or its credit ratings.
However, the ACT Government will have to fund its superannuation
commitment from future operating profits to ensure that the shortfall does
not eventually grow to a size which will create serious financial difficulties
for the Territory.  Prudent planning and effective financial management
will be essential particularly as an increasing number of members seek
retirement over the next ten years.

Comments by the Chief Executive Officer of the Department of
Treasury and Infrastructure

The Chief Executive Officer of the Department of Treasury and
Infrastructure provided the following comment.

Territory financial position – significant findings

“Unfunded financial liabilities increased by $102m in 1998-99

Estimated superannuation liabilities increased by $149m in 1998-99
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Prudent planning and effective management and control over future
operating revenues and expenditures is necessary to ensure that the
shortfall does not eventually grow to a size which will create serious
financial difficulties for the Territory.”

The government has made substantial progress towards turning around the
operating loss position.  The 1999-2000 Budget projects a substantial
improvement in the forward estimate.  The governments budget strategy
already provides ‘prudent planning and effective management and control
over future operating revenues and expenditures’.

In addition to this, a significant injection to the Superannuation and
Insurance Provision Unit is budgeted in 2000-01, to assist in offsetting the
unfunded superannuation liabilities.  This is made possible by the budgeted
capital distribution of $300 million from ACTEW.
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5. TERRITORY CASH FLOWS

5.1 INTRODUCTION

This Chapter comments on overall Territory cash flows in 1998-99.

5.2 SIGNIFICANT FINDINGS IN THIS CHAPTER

•  the Territory received an overall net cash inflow of $191m from
operating activities in 1998-99;

•  there was a net outflow of $93m on capital assets (mainly on capital
works), financing items were reduced by $58m, and cash and
investments increased by $40m;

•  over the last three years net cash inflows from operating activities
have been largely unchanged at around $191m each year;

•  reductions in expenditure on physical assets over the three years
(from $206m to $175m,)  and the closing of the home loan program
($11m in 1996-97) have enabled investments to be increased and
borrowings to be reduced; and

•  cash flows from Public Trading Enterprise operating activities have
fallen from $140m in 1997-98 to $111m in 1998-99 due mainly to
lower electricity sales by ACTEW.

5.3 STATEMENT OF CASH FLOWS

The Statement of Cash Flows summarises the inflows and outflows of cash
by the source or purpose.  It provides information on how the Territory
obtains cash and the uses to which it puts the cash received.

The Statement provides an important link between the Operating Statement
which shows revenue and expenses on an accrual basis - and the financial
assets and liabilities recognised in the Statement of Assets and Liabilities.



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

48

5.4 OVERVIEW - WHOLE OF GOVERNMENT

The table on the following page summarises the Territory’s Statement of
Cash Flows between 1996-97 and 1998-99.

Modified4 Statement of Cash Flows – Whole of Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
   Revenue 1,893 1,850 1,820
   Expenses (1,702) (1,659) (1,634)

191 191 186
Cash Flows from Investing Activities
   Sale of Property, Plant and Equipment 47 38 39
   Repayment of Home Loan Principal 35 27 33
   Dividends 0 0 5
   Purchase of Property, Plant and Equipment (175) (194) (206)
   Issue of Home Loans 0 0 (11)

(93) (129) (140)

Net Cash Increase from Operations and
Capital Expenditures

98 62 46

Cash Flows from Financing Activities
   Proceeds 471 1162 1309
   Repayments (529) (1137) (1300)

(58) 25 9

Movement in
   Investments 38 124 18
   Cash 2 (37) 37

40 87 55

                                                 
4 The Statements of Cash Flows in this chapter have been modified by removing Receipts and payments
relating to Investments from Cash Flows from Investing Activities.  The net movement in Investments is
reported with the net movement in Cash.
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Cash Flows from Operating Activities5

Cash flows from operating activities are the receipts and payments which
relate to the general operations of entities in providing goods and services.

As this table shows, in relation to Whole of Government there has been
little change in the net cash inflows from operations over the past three
years.  Both revenue and expenses have increased by similar amounts.
These results are broadly consistent with the Operating Result except that
accruals – the largest being superannuation expenses are not included.

Cash Flows from Investing Activities6

The Territory’s main investing activities involve the purchase of property,
plant and equipment (including capital works).  It will be seen that for the
Territory, there has been a fall in the level of cash expenditure on capital
assets from $206m in 1996-97 to $175m in 1998-99.

Financing Activities7

Most of the Territory’s financing activities relate to borrowings and loan
repayments.  A large proportion of borrowings are undertaken through the
commercial paper programme, involving short term debt which is rolled
over frequently.  Consequently, gross borrowings – proceeds and
repayments - are high.  In 1996-97 and 1997-98 there were net cash
inflows from borrowings of $9m and $25m respectively.  In 1998-99, there
were net cash outflows of $58m, mainly a reduction in borrowings.

                                                 
5 The following are examples of cash flows arising from operating activities:
(a) payments to suppliers and employees for goods and services
(b) receipts in respect of the provision of goods and services
(c) cash flows from securities or loans held for dealing or trading purposes.

6 The following are examples of cash flows arising from investing activities:
(a) payments to acquire property, plant and equipment, and proceeds from the sale of such assets
(b) payments to acquire ownership interests of other entities, and proceeds from the sale of such
interests
(c) other equity contributions, for example, acquisition of an ownership interest in a partnership.

7 The following are examples of cash flows arising from financing activities:
(a) proceeds from issuing equity instruments and outlays to buy back such instruments
(b) proceeds from short-term or long-term borrowings and repayments of borrowings
(c) payments of dividends.
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Movement in Cash and Investments

There was an increase in cash and investments of $40m in the year.  This
was less than the increase of $87m in the previous year because of the
repayment of borrowings referred to above.

Summary of Cash Flows in 1998-99

In summary, the Statement of Cash Flows shows that the Territory received
an overall cash inflow of $191m from operating activities in 1998-99.  Of
this amount, there was a net outflow of $93m on capital assets (mainly on
capital works), borrowings were reduced by $58m, and cash and
investments increased by $40m.

Over the last three years cash inflows from operating activities have been
largely unchanged at around $191m.  However, reductions in expenditure
on physical assets over the three years (from $206m to $175m) and the
closing of the home loan program ($11m in 1996-97) have enabled
investments to be increased and borrowings to be reduced.

5.5 GENERAL GOVERNMENT SECTOR

The Statement of Cash Flows for the General Government sector is
presented below.
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Modified Statement of Cash Flows – General Government

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
   Revenue 1,555 1,480 1,432
   Expenses (1,473) (1,428) (1,375)

82 52 57
Cash Flows from Investing Activities
   Sale of Property, Plant and Equipment 2 3 5
   Repayment of Home Loan Principal 0 0 0
   Purchase of Property, Plant and
Equipment

(104) (122) (114)

   Other 47 152 50
(55) 33 (59)

Cash Flows from Financing Activities
   Proceeds 604 1,267 1,394
   Repayments (616) (1,226) (1,366)

(12) 41 28

Movement in
   Investments 30 123 17
   Cash (16) 2 8

14 125 25

Several observations can be made:

•  in Cash Flows from Operating Activities, the net inflow increased
significantly in 1998-99 because of additional Commonwealth Grant
funding of $30m;

•  cash expenditure on physical assets has fluctuated over the three years
with a reduction of $10m overall on 1996-97 cash expenditure;

•  net cash inflows from operating activities are insufficient to fund the
General Government capital expenditure; and

•  the General Government Sector was a borrower in 1996-97 and
1997-98 and repaid borrowings of $12m in 1998-99.
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5.6 PUBLIC TRADING ENTERPRISES

The Statement of Cash Flows for the Public Trading Enterprise sector is
presented below.

Modified Statement of Cash Flows – Public Trading Enterprises

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Cash Flows from Operating Activities
Revenue 503 531 543
Expenses (392) (391) (410)

111 140 133
Cash Flows from Investing Activities
Sale of Property, Plant and Equipment 45 37 33
Repayment of Home Loan Principal 35 27 33
Purchase of Property, Plant and Equipment (71) (72) (92)
Issue of Home Loans 0 0 (11)

9 (8) (37)
Cash Flows from Financing Activities
Proceeds 5 59 5
Payments (101) (223) (67)

(96) (164) (62)

Movement in
Investments 6 7 5
Cash 18 (40) 30

24 (33) 35

The following observations are made:

•  cash flows from Public Trading Enterprise operating activities has
fallen from $140m  in 1997-98 to $111 in 1998-99 due mainly to
lower electricity sales by ACTEW;

•  there have been large outflows from financing activities.  In general,
these are transactions involving payments to the General Government
sector; and

•  cash and investments balances have only increased by $26m from
1996-97 to 1998-99.
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6. SUMMARY OF TERRITORY REVENUE AND
EXPENDITURE

6.1 INTRODUCTION

This chapter comments on overall Territory revenue and expenditure in
1998-99.

6.2 SIGNIFICANT FINDINGS FROM THIS CHAPTER

Revenue

•  Territory Revenue increased by $34m (1.8%) from $1,884 in 1997-
98 to $1,918 in 1998-99.  Most of the increase was in
Commonwealth Grants ($32m) with Territory revenue only
increasing by $2m;

•  Since 1996-97 Territory revenue has increased from $1,851m to
$1,918m, an increase of $67m (3.6%). Commonwealth Grant
revenue  rose by $36m (6.7%) and Territory source revenue grew by
$31m (2.4%);

•  Territory taxes increased by $16m in the past year, with most of the
growth occurring in Payroll Tax;

•  The main contributors to the increased Territory source revenue
since 1996-97 came from the introduction of Bank Accounts Debit
Tax ($16m) and increases in Payroll Tax, which rose by $15m
(9.5%) between 1996-97 and 1998-99; and

•  Revenue from Electricity Services has fallen by $51m (22%) from
$227m in 1996-97 to $176m in 1998-99, reflecting changed market
conditions.  Revenue from Water and Sewerage has increased
significantly from $84m in 1996-97 to $105m in 1998-99, partially
offsetting the impact of electricity reductions.
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Expenditure

•  Total expenditure increased by $18m (1%), between 1997-98 and
1998-99;

•  Employee expenses fell by $9m (-1.2%), from $756m to $747m over
the previous year, continuing the fall from $763m in 1996-97;

•  At $184m in 1998-99, annual superannuation costs have risen by
$5m over 1997-98 and by $45m (31%) since 1996-97;

•  Administration and other expenses increased by $50m (12%) to
$458m between 1996-97 and 1997-98,, and by $8m (2%) to $466m in
1998-99; and

•  Grants and Subsidies increased by $9m (4.6%) to $203m from 1997-
98 to 1998-99.)

6.3 REVENUE

Territory revenues as reported in the Territory’s financial statements are
summarised in the following table.

Summary of Territory Revenue

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Territory Sources
   Territory Taxes 542 526 495
   Regulatory Fees and Fines 101 92 95
   Other Fines and Fees 20 20 23
   Charges for Goods and Services 532 523 547
   Interest 41 45 51
   Gains on Investments 0 0 35
   Other 109 137 68

1,345 1,343 1,314
Commonwealth Grants
   General Purposes 307 275 280
   Specific Purposes 266 266 257

573 541 537
Total Revenue 1,918 1,884 1,851
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Territory Revenue increased by $34m from $1,884 in 1997-98 to $1,918 in
1998-99.  Most of the increase was in Commonwealth Grants ($32m) with
Territory revenue increasing by $2m.

From 1996-97 to 1998-99, Territory revenue has increased from $1,851m
to $1,918m, an increase of $67m (3.6% over two years). Most of the
increase was in Commonwealth grant revenues which grew by $36m
(6.7%) over the two years from $537m to $573m.  Territory sourced
revenue grew by only 2.4% over the years from $1,314m to $1,345m.

Comments on areas of significant change are included below.

Territory Taxes

The following table sets out the composition of Territory taxes.

Summary of Territory Taxes

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Stamp Duty 125 128 119
General Rates 90 89 85
Land Tax 30 32 32
Payroll Tax 119 109 104
Financial Institutions Duty 18 19 28
Liquor and Franchise Fees 94 88 82
Gambling Taxes 48 44 42
Bank Account Debit Tax 16 16 0
Other Taxes 2 1 3

542 526 495

Territory taxes increased by $16m in the past year, with most of the growth
occurring in Payroll Tax because of improved economic activity.  Most
other taxes showed small increases or falls, with the exception of Liquor
and Franchise Fees which continued an increase of $6m per year.

From 1996-97 to 1998-99, Territory taxes increased by $47m or 9.5%.  The
major contributor to the increase in taxation revenue was the introduction
of Bank Account Debit Tax in 1997-98 raising $16m.  This
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increase was offset to some extent by the fall in Financial Institutions
Duty.

Payroll Tax rose by $15m over the period.

Stamp Duty increased by $6m reflecting improved economic activity in the
Territory and Australia.

Fines and Regulatory Fees

The following table sets out the composition of fines and regulatory fees.

Summary of Fines and Regulatory Fees

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Motor Vehicle Registrations 53 45 50
Betterment Fees 4 4 5
Drivers Licenses 5 5 5
Traffic Infringements 5 4 5
Parking Fines 7 6 5
Other Fines and Regulatory Fees 27 28 25

101 92 95

Overall, Fines and Regulatory Fees increased by about 6% from 1996-97 to
1998-99.  Most of the increase was in road user fines and fees - Motor
Vehicle Registration Fees, Drivers Licenses, Traffic Infringements, and
Parking Fines – which increased by almost $5m (8%) over the two years.

Charges for Goods and Services

The composition of Charges for Goods and Services is set out in the table
on the following page.
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Summary of Charges for Goods and Services

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Electricity Services 176 197 227
Water and Sewerage 105 104 84
Housing Rentals 46 48 48
Hospital and Other Health Services 57 54 61
Totalisator Sales 20 18 19
Bus Services 17 18 18
Milk Sales 15 16 16
Vocational, Tertiary Education and Training 27 20 21
Parking Fees 11 10 9
Forestry Log Sales 9 8 7
Fire and Ambulance Services 8 7 7
Other 41 23 30

532 523 547

Overall Charges for Goods and Services have remained relatively stable
between 1996-97 and 1998-99, falling only by about $15m (3%).

However, revenue from Electricity Services has fallen substantially over
the past three years, from $227m in 1996-97 to 176m in 1998-99, a
reduction of $50m (22%) reflecting changed market conditions resulting
from deregulation. Revenue from Water and Sewerage has increased
significantly offsetting the impact of electricity reductions.

6.4 EXPENDITURE

The composition of Territory expenditure is set out in the table on the
following page.
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Summary of Territory Expenditure

Actual
1998-99

$m

Actual
1997-98

$m

Actual
1996-97

$m
Wages, Salaries and Other Employees Costs 747 756 763
Superannuation 189 184 144

936 940 907
Administration and Other Expenses 466 458 408
Cost of Goods Sold 184 165 185
Depreciation 203 212 208
Grants and Subsidies 203 194 187
Interest and Finance Costs 57 62 65
Total Expenses 2,049 2,031 1,960

Total expenditure has increased by $71m (3.6%), between 1996-97 and
1997-98, and by $18m (0.9%) between 1997-98 and 1998-99.  The
following major items warrant specific comment.

Employee expenses fell by $9m (-1.2%), from $756m to $747m over the
previous year, continuing the fall from $763m in 1996-97.

Superannuation costs have risen by $5m since 1997-98, and by $45m to
$184m since 1996-97.  Superannuation costs brought to account are based
on actuarial calculation.  The increase in Superannuation expenses reflects
both the notional employer contribution on salaries paid in the period and
the cost which arises from underfunding superannuation provisions in
previous years.

Administration and other expenses encompasses a broad range of expenses
including the contractor costs, office administration, loss on disposal of
fixed assets and school managed costs.  It increased by $50m (12%) in
1997-98 to $458m, and by $8m to $466m (2%) in 1998-99.

Cost of Goods Sold includes costs associated with the development of land
through the Government’s participation in land development joint ventures,
inventory sales by the Department of Health, Gold Creek Country Club,
ACT Milk Authority and Totalcare and electricity purchases by ACTEW.
The item fell by $20m to $165m in 1997-98 and rose by $19m (11.5%) to
$184m in 1998-99.  The result for the past year can be attributed mainly to
increased activities by Totalcare.
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Grants and Subsidies have increased in each of the past three years, with
an increase of $9m (4.6%) to $203m from 1997-98 to 1998-99).  Most
grant expenditure is attributable to the Department of Health and
Community Care (Calvary Hospital and other providers), the Department
of Education and Community Services (mainly for non-government
schooling) and to non-Government organisations for the provision of
services.
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7. CAPITAL WORKS EXPENDITURE

7.1 INTRODUCTION

This Chapter comments on overall Territory spending on capital works.

7.2 SIGNIFICANT FINDINGS

•  approximately $35m (30%) of the budgeted 1998-99 capital works
expenditure was not spent; and

•  budgets were underspent principally because of unforeseen delays in
commencing projects and projects being approved without
agreement on key elements.

7.3 CAPITAL WORKS BUDGET

Under the Territory’s current operations, the capital works budget involves
approximately $120m of cash funding each year.  It provides funding for
most of the Territory’s capital works including school, construction, road,
bridge and other infrastructure, and minor new works.  The program also
includes major upgrades to Territory owned buildings and other facilities.

Details of the Government’s Public Sector Capital Works program were set
out in 1998-99 Budget Paper 3 at page 222.  The budget papers included
the value of works and the funding requirements for each agency.

For 1998-99, total public sector capital works expenditure was estimated to
be $195.151m.  Budget sector expenditure was planned to be $124.708m.

The audit reviewed capital works expenditure across almost all Budget
funded agencies8 to determine whether the planned level of capital works
expenditure was actually achieved.

                                                 
8 The exception was the Canberra Institute of Technology which has a financial year ending on 31
December.
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The table below summarises the extent to which agencies achieved their
capital works budgets.  Details for each agency are included in the relevant
chapter of this report.

Almost all agencies underspent their capital works budgets.  From total
budgeted expenditure of $118m in the 1998-99 budget sector capital works
program excluding Bruce Stadium, approximately $35m (30%) was not
spent.

In general, agencies received capital injections to fund the expenditure.
Where funds were underspent they were rolled over to 1999-2000.  That is,
the funds were available to be spent on the projects without the need for
further appropriation.

1998-99 Capital Works Program
Summary of Capital Works by Agency

Agency
Capital
Works
Budget

$000

Capital
Works

Expenditure
$000

Variance

$000
Chief Minister’s Department
(excluding Bruce Stadium)

1,796 915 (881)

Office of Asset Management 4,800 2,478 (2,322)
Department of Health &
Community Care

3,031 4,247 1,216

The Canberra Hospital 7,706 6,490 (1,216)
ACT Community Care 3,574 3,220 (354)
Calvary Hospital 6,424 3,575 (2,849)
Department of Urban Services 30,481 21,642 (8,839)
Department of Justice and
Community Safety

2,116 1,527 (589)

Department of Education and
Community Services

22,935 13,154 (9,781)

Exhibition Park in Canberra 900 900 0
ACT Housing 34,649 25,087 (9,562)

118,412 83,235 (35,177)

Bruce Stadium 6,742 22,003 15,261
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7.4 BRUCE STADIUM EXPENDITURE

In 1998-99, capital expenditure on the Bruce Stadium was $22.003m.  Of
this amount, $6.742m was included in the 1998-99 capital works program.
A capital injection of $14.318m was provided later by the Appropriation
(Bruce Stadium and Candeliver) Act 1999.

7.5 REASONS FOR UNDEREXPENDITURE

As mentioned above, details for each department are included in the
relevant chapter of this report.  From these chapters, the main reasons
provided for not achieving budgets were:

•  unforeseen delays in commencing projects; and

•  projects being approved without agreement on key elements.

In some cases, the delay may have been beyond the control of the
department.  For example, the 1998-99 program included a provision for
the Government’s commitment of $3m for infrastructure works at Acton
Peninsula.  Whilst this project had been identified in the program, the
nature and timing of works at Acton is dependent on Commonwealth
timing.

The Chief Executive of the Department of Treasury and Infrastructure
commented:

“The formulation of the Government’s capital works program involves a
rigorous process to assess all project proposals.  This process ensures that
all of the key elements for inclusion in the program are met.”

7.6 REPORTING CAPITAL WORKS EXPENDITURE

While there may be good reasons for some areas of underexpenditure
against budget in the capital works program, the current level raises
concern about the processes for monitoring and controlling capital works
expenditure in agencies.
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Some information on actual capital expenditure on projects is already
included in the Budget papers.  However this information is often out of
date as the Budget papers are prepared several months before year end.

It is considered that there would be benefit to the Assembly if agencies’
annual financial statements included reporting on the budgeted and actual
expenditure on capital works.
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8. ACTEW CORPORATION LIMITED

8.1 INTRODUCTION

ACTEW Corporation Limited is responsible for the supply, promotion and
management of water and electricity and the provision and management of
sewerage services within the Territory.

ACTEW Corporation Limited has six subsidiaries:

•  Ecowise Services Limited
•  Ecowise Environmental Limited
•  ACTEW Investments Pty Limited
•  ACTEW Energy Limited
•  ACTEW China Pty Limited, and
•  TransAct Carrier Pty Limited.

All subsidiaries, except TransAct Carrier Pty Limited which was not
audited as it was a dormant company, are reported separately in this
Report.

8.2 SIGNIFICANT FINDINGS

•  ACTEW’s operating result before tax fell by 15.2% to $66.7m;

•  Electricity revenue fell by 5% in 1998-99 reflecting competition in
electricity retailing; and

•  While water revenue fell by $7.9m (15%) in 1998-99, sewerage
revenue remained stable.

8.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion on the financial statements was issued to the
company on 31 August 1999.
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8.4 MATTERS ARISING FROM THE AUDIT

The audit identified a number of matters where the financial operations of
ACTEW Corporation Limited could be improved or where internal
controls were not operating satisfactorily.  These instances have been
reported to the Board and management with appropriate recommendations.

8.5 FINANCIAL ANALYSIS

The following table summarises the Corporation’s consolidated revenue
and expenditure.

ACTEW Corporation Limited Consolidated
Summary Profit and Loss Statement

Actual Actual Actual
1998-99 1997-98 1996-97

$m $m $m
Revenue
Electricity revenue 202.6 212.5 232.2
Water revenue 44.7 52.6 40.8
Sewerage revenue 48.5 48.4 45.3
Other sales revenue 18.2 20.9 9.4
Other revenue 29.7 21.9 27.6

343.7 356.3 355.3

Expenses 282.5 282.5 281.5
Operating profit 61.2 73.8 73.8
Contributed assets provided free of
charge 5.5 4.9 11.0
Abnormal Items 0 0 (28.8)
Operating profit before income tax
equivalents 66.7 78.7 56.0
Income tax equivalents 21.7 20.5 18.2
Operating profit 45.0 58.2 37.8

Comments follow on the major sources of revenue and expenditure that
show significant variations from the prior year results.
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Revenue items

Overall, revenue fell by $12.6m from $356.3m in 1997-98 to $343.7m in
1998-99.

Electricity revenue is the major source of operating revenue for ACTEW
Corporation Limited comprising 59% of the consolidated total operating
revenue in 1998-99.  Electricity revenue fell by $9.9m or 5% in 1998-99
compared to the previous year.  The fall was attributable to competition in
electricity retailing.

Water revenue fell by $7.9m or 15% in 1998-99 compared to the previous
year.  This was mainly attributable to the record hot and dry conditions
experienced in the previous year, which resulted in significantly higher
water demand in that year.

Other revenue, which is comprised of non-core revenues such as Interest,
Capital Contributions, proceeds from the sale of non-current assets and
Commonwealth Subvention, increased by $7.8m in 1998-99.  The major
reason for the increase was the proceeds from the sale of non-current
assets.

Expenses

Expenses for the year totaled $282.5m, unchanged from the previous year.
Expenses in 1998-99 included the value of the disposal of fleet vehicles
and computers.

Operating Result

For the year ended 30 June 1999, ACTEW Corporation Limited reported
an operating profit before tax of $66.7m.  The result was a decrease of
15.2% over the previous year’s profit of $78.7m.  Income tax equivalents
of $21.7m and a dividend of $45.6m were declared to the ACT
Government.

8.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
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short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the following table.

ACTEW Corporation Limited Consolidated
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$000 $000 $000
Current Assets
Cash 1,027 1,979 9,603
Receivables 62,396 57,027 58,546
Investments 36,492 16,963 43,622
Inventories 5,836 6,007 7,573
Intangibles & Other 528 991 1,229

106,279 82,967 120,573

Current Liabilities
Creditors and Borrowings 31,386 27,479 28,600
Provisions 20,583 28,183 33,891
Other 8,377 3,887 6,532

60,346 59,549 69,023

Current Ratio 1.8 to 1 1.4 to 1 1.7 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities, and preferable to have at least 50% more current assets
than current liabilities.  The Corporation’s consolidated current ratio has
increased to 1.8 to 1 in 1998-99 indicating that its short-term financial
position is unlikely to cause problems.
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9. ACTEW ENERGY LIMITED

9.1 INTRODUCTION

ACTEW Energy Limited is a wholly owned subsidiary of ACTEW
Corporation Limited.  The principal activities of the company are to
purchase and sell electricity, promote the products and services of ACTEW
Corporation Limited and other related business activities.

9.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the company on
17 August 1999.

9.3 FINANCIAL ANALYSIS

The following table summarises ACTEW Energy Limited’s Profit and Loss
Statement.

ACTEW Energy Limited
Summary Profit and Loss Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales revenue – electricity business 124,912 119,122 11,990
Other 182 319 73

125,094 119,441 12,063

Expenses
Depreciation – plant & equipment 0 2 0
Doubtful debts 10 67 33
All other expenses 117,280 109,770 11,611

117,290 109,839 11,644
Operating profit before income tax
equivalents 7,804 9,602 419
Income tax equivalents 2,811 3,452 158
Operating profit 4,993 6,150 261
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ACTEW Energy Limited made an operating profit before income tax
equivalents of $7.8m in 1998-99, compared with $9.6m in 1997-98. The
operating profit of $4.99m was declared as a dividend to ACTEW
Corporation Limited.

10. ACTEW INVESTMENTS PTY LIMITED

10.1 INTRODUCTION

ACTEW Investments Pty Limited is a subsidiary of ACTEW Corporation
Limited.  The principal activities of the company are to administer overseas
contracts, market the skills of ACTEW employees in Australia and
Overseas and identify opportunities for contracting and consulting projects
in Australia and Overseas.

10.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the company on
27 August 1999.

10.3 FINANCIAL ANALYSIS

The table on the following page summarises ACTEW Investments Pty
Limited’s Profit and Loss Statement.



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

73

ACTEW Investments Pty Limited
Summary Profit and Loss Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales revenue 2,380 2,129 1,694
Other revenue 780 1,481 1,953

3,160 3,610 3,647

Expenses
Operating expenses 2,788 3,537 3,475

2,788 3,537 3,475

Operating profit before income
tax equivalents 372 73 172
Income tax equivalents 137 7 84
Operating profit 235 66 88

For the year ended 30 June 1999 ACTEW Investments Pty Limited made
an operating profit before income tax equivalents of $372,000.  The
operating profit was declared as a dividend to ACTEW Corporation
Limited in 1998-99.

11. ACTEW CHINA PTY LIMITED

11.1 INTRODUCTION

ACTEW China Pty Limited was incorporated on 31 October 1997 as a
wholly owned subsidiary of ACTEW Corporation Limited.  The principal
activities of the company are to seek business opportunities in the Peoples’
Republic of China.

It is intended that the company will continue its operations in China.
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11.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the company on
27 August 1999.

11.3 FINANCIAL ANALYSIS

The following table summarises the Company’s revenue and expenditure.

ACTEW China Pty Limited
Summary Profit and Loss Statement

Actual Actual
1998-99 1997-98

$m $m
Revenue 0 0
Expenses
Legal expenses 39 0
Other expenses 2 2

41 2
Operating Loss before tax equivalents (41) (2)
Income tax equivalents 1 0
Operating Loss (40) (2)

12. ACTION (ACT INTERNAL OMNIBUS
NETWORK)

12.1 INTRODUCTION

ACTION operates Canberra’s public bus network and school services with
the objective of providing an effective and accessible passenger service for
the community.  It also provides charter bus services and special needs
transport services.

12.2 SIGNIFICANT FINDINGS

•  ACTION’s 1998-99 operations resulted in a loss of $12.4m after the
injection for operating requirements, compared to a loss of $11m in
the previous year and a budgeted loss of $12m;
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•  Overall, ACTION managed its operations to budget;

•  ACTION’s budgeted passenger boardings were increased in March
1999 from 11.1m to 15.8m.  The increase followed the implementation
of the new network and a change in the counting methodology;

•  ACTION’s current ratio has deteriorated in 1998-99.  While current
liabilities have remained fairly constant, current assets have decreased
significantly.  Cash has decreased from $1.9m at 1 July 1998 to $0.2m
at 30 June 1999; and

•  ACTION received a capital injection of $6.8m in 1998-99; this amount
was used to repay a borrowing and provide working capital.

12.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 1 October 1999.

12.4 FINDINGS FROM THE AUDIT

As a result of the audit several instances were identified where the financial
operations of ACTION could be improved or where internal controls were
not operating satisfactorily.  These instances have been notified to
management with appropriate recommendations.  ACTION management
has responded indicating it is taking action on those recommendations.

12.5 FUNDING ARRANGEMENTS

From 1 July 1998 ACTION no longer received its payments from
Government directly.  Instead, the payments for outputs were made to the
Department of Urban Services under the new purchaser/provider
agreement and the Department purchased public transport services from
ACTION.  As part of the above arrangement most of ACTION’s property,
including bus shelters and interchanges were transferred to the Department
on 1 July 1998.  ACTION retained its Belconnen and Tuggeranong depots
and the associated offices including ACTION’s head office.
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12.6 FINANCIAL ANALYSIS

The following table summarises ACTION’s Operating Statement.

ACTION
Summary Operating Statement

Budget Actual Actual
1998-99 1998-99 1997-98

$000 $000 $000
REVENUE
Government Sources
Pricing Community Service Obligation 14,189 13,376
General Route Off Peak Services CSO 9,455 7,779
School Transport Services 9,780 9,684
General Subsidy 0 1,000
Concessional Travel Payments 4,159 3,606
Special Needs Transport 1,712 1,922
Other 0 31

39,480 39,295 37,398
Other Sources
Non ACT Government
- Fares 16,266 16,583
- Other 1,212 1,288

18,576 17,478 17,871
Profit on Sale of Non Current Assets 0 141 780
Interest 0 25 0
Total Other 18,576 17,644 18,651
Total Revenue 58,056 56,939 56,049

EXPENDITURE
Employee Costs 45,233 46,280 42,658
Administrative Expenses 14,713 15,027 13,924
Depreciation and Amortisation 6,686 6,418 7,041
Interest 2,429 2,428 3,441
Other 3,272 1,519 0

Total Expenditure 72,333 71,672 67,064

Operating Loss (14,277) (14,733) (11,015)

Injection for Operating Requirements 2,326 2,326 0
Net Operating Loss (11,951) (12,407) (11,015)

Note: Resources Received free of Charge have been shown as revenue from Other Sources and School Transport
Services is shown as revenue from Government. The breakdown of some totals in the budget column are unavailable
due to the budget containing no line by line figures.
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Comments follow on the major sources of revenue and expenditure items,
which show significant variations from budget.

Revenue Items

Total revenue was $0.8m above the previous year’s revenue and $1.1m
lower than budget.  The increase on last year’s revenue was due to an
increase in ACTION’s revenue from ACT Government sources.

Revenue received from Government for the provision of services increased
during 1998-99 from $37.4m to $39.3m.  The increase of $2m mainly
occurred in the Pricing Community Service Obligation (CSO) increase of
$813,000, and the General Route Off Peak Services CSO increase of
$1.7m.  The increase in CSO payments was largely due to the recognition
and funding of tax and tax equivalent payments for the first time.

Actual revenue from Fares and other Non-ACT Government sources fell
during the current year by $0.3m or 1.9%.  This decrease reflects a
continuing decline in the revenue from usage of ACTION services over the
past few years.

The budgeted passenger boardings for 1998-99 were 11.1m. This was
revised in March 1999 to 15.8m, to reflect the implementation of the new
network and changed counting methodology.  The actual passenger
boardings for the year were 16.2m.  The increase of 5.1m passengers over
the original budget figure (0.4m or 2.5% against the revised budget) was a
result of the changed counting methodology.  ACTION advised that there
has been a small increase in passenger boardings - about 4.5% - since
January 1999.

Expenditure Items

Total expenditure for the year increased by $4.6m.  This was mainly due to
the new requirement for ACTION to pay Payroll Tax of $2.7m, and $1m of
leasing expenses, which was the result of the sale and lease back program
implemented in the previous year.

Employee Expenses were $3.6m or 8.5% higher than the 1997-98 figure.
1998-99 was the first year ACTION was liable for payroll tax, $2.7m.
Excluding this amount, ACTION’s total employee expenses were higher in
1998-99 mainly due to redundancy payments.
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Administrative Expenses increased during 1998-99 by $1.1m.  This
increase was mainly due to higher advertising and promotion costs
associated with the introduction of the new network.

Expenditure on Interest fell from $3.4m to $2.4m during 1998-99.  This
decrease is the result of a transfer of $5.3m in debt to the Department of
Urban Services during the year.  In addition, ACTION advised that the
reason for interest falling was that it fell in line with the normal repayment
schedule.

Conclusion

ACTION’s operating loss for the year after the injection for operating
requirements was $12.4m compared to $11.0m in the previous year and
$12.0m in the budget.

In 1998-99 revenue was below budget by $1.1m and expenditure was
below budget by $0.6m (after including redundancy payments of $5.4m).
It can therefore be concluded that ACTION managed its revenue and
expenditure to budget in 1998-99.

12.7 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the table on the following page.
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ACTION
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$000 $000 $000
Current Assets
Cash 218 1,916 1,063
Receivables 632 671 1,373
Other 1,613 1,823 2,245

2,463 4,410 4,681

Current Liabilities
Creditors 1,197 521 1,247
Borrowings 2,501 2,713 2,714
Employee Entitlements 4,732 4,739 4,355
Lease Liability 285 250 214
Other Provisions 414 1,474 1,388

9,129 9,697 9,981

Current Ratio 0.27 to 1 0.45 to 1 0.47 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

ACTION’s current ratio has decreased considerably from the previous year
due to the net outflow of cash from operations.  In 1998-99 the net outflow
was $6.0m compared with $4.3m in 1997-98.  The low current ratio
indicates that ACTION could have difficulty meeting its commitments as
they fall due in the next twelve months.  ACTION will need to rely upon
continued Government assistance to ensure the continuation of its
operations in the next financial year.

12.8 CAPITAL INJECTION FROM GOVERNMENT

In 1998-99 ACTION received a capital injection from Government of
$6.8m ($4.2m in 1997-98 and $4.3m in the budget).

This amount was used mainly to repay borrowings of $2.5m to the Central
Financing Unit and provide working capital to enable it to continue to
operate.
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13. ACTTAB LIMITED

13.1 INTRODUCTION

ACTTAB Limited is a Territory Owned Corporation.  The principal
activity of the Company is the provision of a totalisator betting service,
offering a wide range of bet types and betting facilities, in active
competition with other gambling mediums.  The principal activities of the
business also include ACTTAB Keno since November 1997.

13.2 SIGNIFICANT FINDINGS

•  ACTTAB’s operating performance improved significantly from a
loss after abnormal and extraordinary items and income tax
equivalents of $688,000 in 1997-98 to a profit of $1.1m in 1998-99;

•  The significant improvement in financial operations is attributable
to an increase in total revenue of $878,000 through an increase in
the turnover, and a reduction in the wagering licence fee payable to
the ACT Government from $5.6m to $3.6m; and

•  Despite the reduction in licence fees ACTTAB’s expenditure
increased by 8.3% to $19.5m.

13.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion on the 1998-99 financial statements was
provided to the Company and the members of the Legislative Assembly on
7 September 1999.

13.4 FINDINGS FROM THE AUDIT

As a result of the audit, a number of instances were identified where the
Company’s financial operations and internal controls could be improved.
These instances have been notified to management with appropriate
recommendations.  Management has already implemented some of these
recommendations.
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13.5 FINANCIAL ANALYSIS

A summary of ACTTAB’s Profit and Loss Statement follows.

ACTTAB
Summary Profit and Loss Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Operating Revenue

Commission on Turnover
- Commission 19,438 18,511 18,482
- Unclaimed & Non-investment Dividends 306 294 289
Other Revenue 939 1,000 443
Total Revenue 20,683 19,805 19,214

Total Expenditure 19,492 19,825 16,274

Operating Profit (Loss) before
Abnormals and Income Tax
Equivalents

1,191 (20) 2,940

Abnormal Items 70 42 (169)
Income Tax Equivalents (168) 0 (1,053)

Operating Profit (Loss) After
Abnormals and Income Tax
Equivalents

1,093 22 1,718

Extraordinary Items 0 (710) 0

Operating Profit (Loss) 1,093 (688) 1,718

Comment follows on the major sources of revenue and expenditure.

The operations of ACTTAB Limited resulted in an operating surplus of
$1.2m before abnormal and extraordinary items and income tax equivalents
compared to an operating loss of $20,000 in 1997-98.  This represents a
strong growth in profits compared to the previous year.
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Total turnover increased this year by 4.2% from $120.7m in 1997-98 to
$125.7m in 1998-99, resulting in an increase in Total Revenue (before
abnormal items) of $878,000.

In accordance with the Deed of Agreement between ACTTAB Limited and
the ACT Government, ACTTAB has been provided with an exclusive
licence to conduct Totalisator betting services in the ACT.  A licence fee of
$3.6m is paid to the ACT Government.  Pursuant to the Deed the Company
was also required to pay supplementary licence fees (of approximately
$1.8m) for two years, from 1 July 1996.  The annual licence fee for 1998-
99 was $3.6m, compared with $5.6m (which included the supplementary
licence fee) in the previous year.

Despite the reduction in the total licence fees, Total Expenditure increased
to $19.5m in 1998-99, representing an increase of 8.3% compared to
$19.8m in the previous year (after allowing for the reduction of the
supplementary licence fee of $1.8m, Total Expenditure in 1997-98 was
adjusted to $18m for comparative purposes).  This is attributable to several
factors, including an increase in statutory distributions paid to the ACT
racing industry and an increase in payments made to ACTTAB’s agents
and sub-agents because of the increase in turnover mentioned above.
ACTTAB also incurred additional costs this year in depreciation charges,
telecommunication charges and staff related costs.

The abnormal revenue of $70,000 this year related to a successful claim for
a refund on sales tax.

ACTTAB Limited is also exempt from income tax under the provisions of
the Income Tax Assessment Act.  However, the Company is required to pay
Income Tax Equivalents to the ACT Government in accordance with the
Territory Owned Corporations Act 1990.  In 1998-99 the Income Tax
Equivalents attributable to operating profit were $168,000 (Nil for
1997-98).

13.6 CONCLUSION

As a result, ACTTAB’s operating profit after abnormal and extraordinary
items and income tax equivalents was $1.1m compared to a loss of
$688,000 for the 1997-98 year.
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13.7 SHORT TERM FINANCIAL POSITION

ACTTAB
Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Current Assets
Cash 6,938 5,345 6,541
Receivables 210 1,789 821
Other 100 17 94
Inventories 62 88 28

7,310 7,239 7,484
Current Liabilities
Creditors and Borrowings 2,634 4,237 2,491
Provisions 1,545 1,020 2,656

4,179 5,257 5,147

Current Ratio 1.7 to 1 1.4 to 1 1.4 to 1

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  A current ratio in the range of 1:1 to 1.5:1 is the minimum
usually desirable in a business.  The Company’s current ratio has increased
slightly to 1.7 to 1 in 1998-99 (1.4 to 1 in 1997-98 and 1996-97), indicating
a reasonable short-term financial position.

14. AGENTS BOARD OF THE ACT

14.1 INTRODUCTION

The Agents Board of the ACT was established pursuant to the Agents Act
1968 and acts as the licensing authority for the real estate and travel
industries in the ACT.  The Board created the Agents Fidelity Guarantee
Fund on 1 July 1992 in accordance with the Agents (Amendment) Act 1992,
with the purpose to provide funds for the protection of consumers in the
event that a licensed agent fails to account for moneys held in trust (other
than travel agents, who operate under a separate scheme).
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Persons who are dealing with a licensed agent who suffer monetary loss are
entitled to make a claim for compensation from the Fund.  Under the
Agents Act, licensed agents are required to maintain a trust account.  The
banks transfer interest earned on these accounts directly to the Board.  This
interest is the Board’s principal source of income.

14.2 SIGNIFICANT FINDINGS

•  The relevant legislation, the Agents Act, does not require banks to
transfer interest earned on agents’ trust accounts to the Agents
Board; this finding has been reported since 1995;

•  The Board sought approval to supplement the Agents Fidelity
Guarantee Fund from the 1997-98 operating surplus by $500,000,
however, this approval is pending subject to the outcome of the
review of the Agents Act 1968; and

•  Overall, the Agents Board managed its operations to budget.

14.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Justice and
Community Safety on 19 August 1999.

14.4 FINDINGS FROM THE AUDIT

Previous reports recommended an amendment to the Agents Act 1968 to
require banks to transfer to the Board interest earned on agents’ trust
accounts.  Currently, there is only an agreement with the various banks that
the interest is passed on to the Board.  This issue is being examined in the
current review of the Agents Act 1968 and will be resolved in the near
future.

The Agents Fidelity Guarantee Fund was established on 1 July 1992 with
the purpose of protecting consumers from any licensed real estate, stock
and station or business agent’s failure to account for moneys held in trust
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accounts.  The Agents Act 1968 provides that supplementation to the Fund
can only be made from the operating surplus accumulated in prior years.

The Board sought approval from the Minister to supplement the Fund by a
further $500,000 from the 1997-98 operating surplus, however, approval is
pending subject to the outcome of the review of the Agents Act 1968.

14.5 FINANCIAL ANALYSIS

Operating Results

The following table summarises the Agents Board’s Operating Statement.

Agents Board
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Revenue
Bank Interest on Deposits 725 866 791 941
Registration and Licence Fees 91 100 95 93
Investment Interest 208 184 166 183
Other Revenue 0 18 0 0

1,024 1,168 1,052 1,217

Expenditure
Board Costs 43 17 25 24
Salaries & Employee Entitlements 322 244 290 239
Office and Administration 135 81 82 35

500 342 397 298

Operating Surplus 524 826 655 919

Comments follow on the major sources of revenue and expenditure, which
show significant variations from prior year amounts and/or 1998-99 budget
amounts.

Total Revenue
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The Board’s total revenue for the year was $1.16m, which was $116,000
higher than the prior year and exceeded budget by $144,000.  The increase
was mainly attributable to more revenue received from Bank Interest on
Agents Trust Accounts and from Investment Interest.

Total Expenditure

Total reported expenditure decreased by $55,000 in 1998-99.  The decrease
was largely due to the Board not employing full-time staff to fill vacancies
in 1998-99 and the reduction in the number of Board meetings held during
the year.

Conclusion

From the audit review of the financial statements and the explanations for
variations from prior year results and the budget, the conclusion has been
drawn that, the Agents Board, in an overall sense managed its operations to
budget.

14.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of the current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the table on the following page.
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Agents Board
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$000 $000 $000
Current Assets
Cash 19 300 72
Receivables and Notes 123 125 193
Investments 4,435 3,287 2,842

4,577 3,712 3,107
Current Liabilities
Creditors and Accruals 87 5 3
Fees Paid in Advance 66 72 70
Provisions 28 61 27

181 138 100

Current Ratio 25 to 1 27 to 1 31 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business, however the Board has a current ratio of 25 to 1.  This
reflects the fact that Agents Board functions include the purpose of
compensating agents’ clients in proven cases where agents have
misappropriated client’s deposits or other moneys.  The Board’s current
ratio in 1998-99 was affected by a large accrual at year-end for unpaid
salaries and wages.  If this item were removed the ratio would have been
35 to 1.
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15. AUSTRALIAN INTERNATIONAL HOTEL
SCHOOL

15.1 INTRODUCTION

The Australian International Hotel School (AIHS) provides a degree
program in Hotel Management in affiliation with Cornell University.  The
prime function of the AIHS is to provide education and training to develop
knowledge and skills in relation to hotel management and related fields.

15.2 SIGNIFICANT FINDINGS

•  The AIHS incurred a loss of $2.1m in 1998-99;

•  Borrowings from the Central Finance Unit were $4.7m at 30 June
1999;

•  The AIHS is operating within the financial arrangements agreed with
the Government.  This agreement allows for a total of a further $2.6m
to be provided to the AIHS over the next two financial years;

•  The AIHS is not likely to be profitable in the short or medium term;

•  The School incurred an unrealised foreign exchange gain of $94,085
following the revaluation of the Cornell establishment fee as at
30 June 1999; and

•  AIHS entered into an affiliation agreement with the RMIT University
on 9 March 1999.

15.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Treasurer on
8 September 1999.
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15.4 FINDINGS FROM THE AUDIT

The audit identified minor internal control weaknesses that were advised to
management with appropriate recommendations.

15.5 FINANCIAL ANALYSIS

The following table summarises the School’s Operating Statement.

Australian International Hotel School
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Revenue
Student Fees; Hotel Trading Receipts 4,697 4,793 4,124
Grants and Donations 55 33 52
Unrealised Foreign Exchange Gain 0 94 0

4,752 4,920 4,176
Expenses
Salaries and Related Costs 3,746 3,563 3,375
Communications, Marketing and Travel;
Services Facilities Expenses; Affiliation
Expenses 3,044 2,338 2,196
Interest Expense 399 323 121
Depreciation 154 138 134
Other Expenses 17 609 800
Unrealised Foreign Exchange Loss 0 0 281

7,360 6,971 6,907

Operating Loss (2,608) (2,051) (2,731)

AIHS incurred a loss of $2.1m in 1998-99.  The loss, which was less than
the budgeted result of $2.6m, was due to higher revenue and less expenses
than planned for the year.  The result was also an improvement on the
previous year’s loss of $2.7m.

Revenue has increased in 1998-99 over the previous year for several
reasons.  These include increases in the number of students from 122 to
151 and the unrealised foreign exchange gain.  Revenue was slightly above
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the budget mainly because of the increased student numbers that boosted
the student residence, food and beverage and accommodation revenue.

Expenses also increased in 1998-99 because of large increase in interest
expense as the School drew down more loan moneys from the Central
Financing Unit.  Most other expenditure was comparable to the previous
year although other expenses were considerably higher than budgeted.

Under the affiliation arrangements with Cornell the AIHS makes two
payments annually to meet the original Establishment Fee.  The
outstanding Establishment Fee at 30 June 1999 was $1.1m.  This amount is
denominated in US dollars.  Following the movements in $A/$US
exchange rate, the School incurred an unrealised foreign exchange gain of
$94,085.  This was brought to account as operating revenue.  The impact of
currency movements on the annual fees resulted in a foreign exchange loss
of $280,530 last year.  This amount was brought to account as an abnormal
expense.

Management has forecast an operating loss of $1.7m in 1999-2000.  On
current budget estimates it is unlikely that the School will be profitable
until the middle of the next decade.  There can be no certainty at this stage
of longer term profitability.

15.6 SHORT TERM FINANCIAL POSITION

Details of the current assets and liabilities and the current ratio for the last
three years are presented in the table on the following page.
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Australian International Hotel School
Current Assets and Liabilities

1998-99 1997-98 1996-97
Actual Actual Actual

$000 $000 $000
Current Assets
Cash at Bank and On Hand 636 198 193
Debtors 217 364 213
Other 120 35 65
Establishment/Affiliation Fees 351 351 351
Consumables 61 46 47

1,385 994 869

Current Liabilities
Bank Overdraft 0 118 0
Creditors and Accruals 677 433 388
Fees in Advance 717 423 421
Provisions 189 172 109
Other (Cornell Fees) 153 210 348

1,736 1,356 1,266

Current Ratio 0.8 to 1 0.7 to 1 0.7 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually
desirable in a business.  That is, it is desirable to have current assets at least
equal to current liabilities, and preferable to have at least 50% more current
assets than current liabilities.

While the School’s current ratio has been improving, it is obvious that the
School could not meet its liabilities as they fall due if regular Government
financial support was not being provided.  In this regard liabilities have
increased in 1998-99 mainly due to planned borrowings from the ACT
Government to ensure that AIHS remains financially viable.

Cash has increased due to better cash management practices being adopted
by the School.  Debt management policies instigated by management over
the past year have resulted in a decrease in debtors.
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15.7 STUDENT NUMBERS

Enrolments

Actual undergraduate student enrolments at June 1999 were 155 students
compared to 117 at the end of June 1998.  Although in accordance with an
agreed plan, these numbers are still well below the number which is
required to make the AIHS profitable.

Management forecasts for the next 3 years are positive, with a steady
increase expected as follows.

Year Number of
students

2000 203
2001 256
2002 315

Graduations

This is consistent with the number of students graduating over this time
frame.  Forty-five students graduated in June 1999 and more are forecast in
the future.

Year Number of
students

2000 44
2001 63
2002 80

The AIHS advised that all graduates have received firm employment
offers.

15.8 GOING CONCERN

A key issue in 1998-99, as in previous years, has been the ability of AIHS
to be a commercially viable entity.  With the current deficiency of net
assets and continuing losses into the foreseeable future the AIHS will only
continue to survive with ACT Government support.  The Government has
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agreed to provide a total of $2.6m to the School over the next two financial
years.

15.9 CORNELL FEES

A new agreement was renegotiated with regard to Cornell Fees.  Under this
arrangement the remainder of the Establishment Service Fee will be paid at
the rate of USD $100,000 per annum in two equal installments in January
and July.  Interest payable on outstanding Establishment Service Fees has
been waived.

Under the new agreement the outstanding loan of USD $750,000 was
restated at the USD rate as at 30 June 1999.  This resulted in an unrealised
foreign exchange gain, which has been recorded as operating revenue.

15.10 AFFILIATION WITH RMIT UNIVERSITY

An Affiliation Agreement was entered into between the Business Faculty
of the RMIT University in Melbourne and the AIHS on 9 March 1999.
The agreement commenced on 17 December 1998 and does not stipulate an
end date.

Affiliation costs will initially be based on a standard fee for each
international student recruited through the university.  The fee will be
consistent with normal agent commission.  When student enrolments reach
315 the payment will revert to 5% of fees for new students recruited.

16. BRUCE OPERATIONS PTY LIMITED

16.1 INTRODUCTION

The main financial effects of the redeveloped stadium’s operating activities
are reflected in the financial statements of Bruce Operations Pty Limited.
The Company’s revenue mainly relates to events held at the Stadium.  A
significant amount of this revenue is derived from football games played at
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the Stadium by the Canberra Raiders, the Brumbies and the Canberra
Cosmos.

A Performance Audit is currently being undertaken on Bruce Stadium and
will be presented to the Legislative Assembly in due course.  This report
will provide further comments on financial aspects of the stadium
redevelopment and operating activities.

16.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the company on
11 October 1999.

17. BRUCE PROPERTY TRUST

17.1 INTRODUCTION

The main financial effects of the Bruce Stadium redevelopment are
reflected in the financial statements of The Bruce Property Trust (BPT).

The financial statements of BPT include the construction costs associated
with the redevelopment along with the plant and equipment forming part of
that construction.

A Performance Audit is currently being undertaken on Bruce Stadium and
will be presented to the Legislative Assembly in due course.  This report
will provide further comments on financial aspects of the stadium
redevelopment and operating activities.

17.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued on 11 October 1999.
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17.3 SIGNIFICANT FINDING

•  An “Emphasis of Matter” paragraph was included in the audit
opinion because of an Inherent Uncertainty Regarding the
Valuation of the Non-Current Assets relating to stadium activities.

18. BRUCE STADIUM SPECIAL PURPOSE
FINANCIAL STATEMENTS

18.1 INTRODUCTION

“Special Purpose” financial statements were prepared at the request of the
Auditor-General because the main financial effects of the stadium activities
were reported in the financial statements of Bruce Operation Pty Limited,
The Bruce Property Trust and, to a lesser extent, the Chief Minister’s
Department.  The purpose of these statements was to combine the main
financial effects of the stadium activities and the redevelopment in one
“notional” entity to provide the Legislative Assembly with overall financial
information on the financial effects of the stadium activities.

A Performance Audit is currently being undertaken on Bruce Stadium and
will be presented to the Legislative Assembly in due course.  This report
will provide further comments on financial aspects of the stadium
redevelopment and operating activities.

18.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued on 11 October 1999.

18.3 SIGNIFICANT FINDING

•  An “Emphasis of Matter” paragraph was included in the audit
opinion because of an Inherent Uncertainty Regarding the
Valuation of the Non-Current Assets relating to stadium activities.
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19. CANBERRA BUSINESS DEVELOPMENT
FUND

19.1 INTRODUCTION

CBDF Pty Limited is the trustee of the Canberra Business Development
Fund.  The Fund is a joint venture between the ACT Government and FAI
Insurance Pty Limited with the aim of fostering the development of
business in Canberra.  Each unitholder holds 50% of the units in the trust.
The ACT’s investment in the Fund is $2m.

19.2 SIGNIFICANT FINDINGS

•  The Fund reported an operating loss of $110,000 for the six months
ended 31 December 1998 compared to an operating profit of
$93,000 for the six months ended 31 December 1997;

•  The Fund purchased an equity interest in a local firm for $300,000
in August 1998.  This investment had been written down by
$171,000 to $129,000 by 31 December 1998; and

•  The manager of the Fund had not prepared the financial statements
of the Fund for the period ended 30 June 1999 at the time of the
preparation of this report in contravention of the Deed of Trust that
established the Fund.

19.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

The agreement between CBDF Management (Manager) and CBDF Pty
Limited (Trustee) requires the manager to prepare half yearly financial
statements that are required to be audited.

An unqualified audit opinion on the financial statements for the six months
ended 31 December 1998 was provided to the Canberra Business
Development Fund on 11 November 1999.
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19.4 FINANCIAL ANALYSIS

The Fund recorded an operating loss of $110,000 for the six months ended
31 December 1998.  The operating loss included an abnormal expense of
$171,000.

In August 1998, the Canberra Business Development Fund entered into an
agreement to take an equity interest in a local private company for a value
of $300,000.  Due to this company incurring significant losses, the value of
this investment had fallen by $171,000 to $129,000 by 31 December 1998.
This is the reason for the abnormal expense referred to previously.

19.5 COMPLIANCE WITH DEED OF TRUST

At the time of preparation of this report, the manager of the Fund had not
prepared the financial statements for the year ended 30 June 1999 for the
Canberra Business Development Fund in breach of the Trust Deed that
established the Fund.

19.6 SUBSEQUENT EVENTS

The Fund signed a formal agreement to loan $175,000 to another local firm
on 4 January 1999 to assist with development and marketing of its
products.

20. CANBERRA INSTITUTE OF
TECHNOLOGY

20.1 INTRODUCTION

The Canberra Institute of Technology (CIT) is a statutory authority
established on 4 January 1988 under the Canberra Institute of Technology
Act 1987.  The functions of the Institute include conducting an educational
institution in the fields of technical and further education, and supporting
industry, commerce and the community in the ACT.  It serves the
vocational, educational and training needs of the ACT and its region from
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six main campuses.  The Institute has a 31 December year end for financial
reporting.

20.2 AUDIT OF THE 1998 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Education
and Community Services on 10 March 1999.

20.3 FINDINGS FROM THE AUDIT

As a result of the audit, a number of instances were identified where the
Institute’s financial operations could be improved or where internal
controls were not operating satisfactorily.  These instances have been
notified to management with appropriate recommendations.

20.4 FINANCIAL ANALYSIS

The table on the following page summarises The Canberra Institute of
Technology’s Operating Statement.
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Canberra Institute of Technology
Summary Operating Statement

Budget
1998

Actual
1998

Actual
1997

$000 $000 $000
REVENUE
Government Sources
Fees from Department of Education
for provision of public access courses
Provision of public access courses 50,985 52,059 55,271
Liabilities Assumed by Government 3,005 2,759 5,537
Resources Received Free of Charge 2,314 3,637 1,547

56,304 58,455 62,355
Other Sources
Student fees and labour market
programs

15,741 13,734 15,712

Interest 578 438 557
16,319 14,172 16,269
72,623 72,627 78,624

EXPENDITURE
Employee Expenses
Salary and Wages 41,783 41,651
Long Service and Annual Leave 4,379 4,584
Superannuation 7,022 7,177
Other Employee Expenses 539 600

53,909 53,723 54,012
Administrative Expenses
Materials and Services 7,355 6,596
Property and Equipment Maintenance 9,077 8,671
Operating Leases 1,070 300
Other 6,211 4,022

23,554 23,713 19,589

Depreciation 4,211 3,859 4,812
Interest and Other 1,018 1,075 1,239

82,692 82,370 79,652

Operating Loss (10,069) (9,743) (1,028)

To facilitate comparison with current year, an amount of $27.4m received as Government
Payment for Output was included in fees from Department of Education and Community
Services for provision of public access courses.
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Revenue Items

At $72.6m, total revenue decreased from the previous year of $78.6m by
$6m.  This was mainly due to a decrease in Fees received from the
Department of Education and Community Services of $3.2m and Student
fees and labour market programs of $2m.

Expenditure Items

At $82.4m, total expenditure was marginally lower than the budgeted
expenditure of $82.7m.  Expenditure has increased from the prior year of
$79.7m by $2.7m.  This was mainly due to an increase in administrative
expenses, in particular increases in materials and services and property and
equipment maintenance.

Conclusion

From the audit review of the financial statements and explanations for
variations from budget and previous year’s figures, the conclusion has been
drawn that the Canberra Institute Technology, in an overall sense has
managed its operations to its budget.

20.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the table on the following page.
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Canberra Institute of Technology
Current Assets and Liabilities

Actual
1998
$000

Actual
1997
$000

Actual
1996
$000

Current Assets
  Cash 544 405 488
   Receivables 2,216 5,269 3,852
   Investments 4,665 5,420 6,010
   Other 744 649 446

8,169 11,743 10,796

Current Liabilities
  Creditors 1,130 2,073 2,357
   Borrowings 0 0 55
   Other 1,335 1,571 2,018
   Finance Leases 52 47 46
   Employee Entitlements 5,632 5,902 5,783

8,149 9,593 10,259

Current Ratio 1.0 to 1 1.2 to 1 1.1 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

Although the current ratio has been decreasing in the recent years, as can
be seen from the table at the end of 1998, CIT has just met the desirable
current ratio of 1.0 to 1.  The decrease in current ratio indicates that CIT
will have to manage its liquid resources carefully if it is to avoid problems
emerging in meeting its commitments as they fall due in the next twelve
months.
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21. CANBERRA PUBLIC CEMETERIES

21.1 INTRODUCTION

The principal activities of the Canberra Public Cemeteries Trust consist of
the management and operation of the Gungahlin, Hall and Woden
cemeteries.  The Trust operates pursuant to the provisions of the
Cemeteries Act 1933.  The Trust aims to operate the cemeteries sustainably
and on a user pays principle to minimise the cost to the Government and
the community.

21.2 SIGNIFICANT FINDINGS

•  The Trust’s 1998-99 operations resulted in a surplus of $56,000
compared to a loss of $150,000 in 1997-98 largely due to the
re-opening of the Woden Cemetery on 1 March 1999; and

•  The Trust managed its operations reasonably to budget during
1998-99.

21.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 7 September 1999.

21.4 FINDINGS FROM THE AUDIT

As a result of the audit, several instances were identified where operations
of the Trust could be improved or where internal controls are not operating
satisfactorily.  These instances have been notified to management with
appropriate recommendations.

21.5 FINANCIAL ANALYSIS

The table on the following page summarises the Trust’s Operating
Statement.
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Canberra Cemeteries
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Revenue
User Charges – Non Government 979 810 695 686
Government Payment for Outputs 234 234 230 240
Interest 63 73 73 69
Other 0 12 17 24

1,276 1,129 1,015 1,019

Expenditure

Employee Expenses 331 340 296 258
Administrative Expenses 561 520 678 520
Depreciation 185 213 191 188

1,077 1,073 1,165 966

Operating Surplus/(Loss) 199 56 (150) 53

Comments on the major sources of revenue and expenditure items that
show significant variations from prior year’s results or the budget are as
follows.

Revenue Items

The Trust’s revenue increased by $114,000 (11%) to $1.129m in 1998-99.

User Charges - Non Government includes revenue from allotment and
reservation fees, burial fees, maintenance fees, sale of plaques, monuments
and vaults and memorial permit fees.  User Charges increased in 1998-99
by $115,000 or 17%, due to an increase in allotment and reservation fees as
a result of the Government’s decision to re-open Woden Cemetery in
March 1999.  The Woden Cemetery had been closed for new grave burials
for almost twenty years.  In 1998-99, the Trust also increased its Woden
Cemetery fees by 10%.  However, this was offset by a slight decline in the
number of burials from 484 in 1998 to 434 in 1999.
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The increase in User Charges – Non Government was less than budgeted
for the year.

There was a small increase in the Government Payment for Outputs and a
reduction in Other Revenue.

Expenditure Items

Employee Expenses increased by $44,000 or 15% in 1998-99.  The increase
was largely a result of two additional staff employed to perform the burial
services and landscape maintenance at the Woden and Gungahlin
Cemeteries.

Administrative Expenses decreased by $158,000 or 23% in 1998-99
compared to the previous year.  The fall is largely attributable to a decrease
in ground maintenance costs by $74,000 or 36% due to a reduction in
contract maintenance work and the engagement of the two additional
salaried staff to perform other maintenance requirements.  Water rates
decreased by $24,000 or 44% due to favourable weather conditions this
year, unlike the drought that occurred in 1997-98.  Grave digging expenses
also decreased by $41,000 or 38% in 1998-99 due to the fall in burials and
the employment of two salaried staff to replace contractors.

Depreciation Expenses increased by $22,000 or 12% in 1998-99 mainly
due to acquisition of additional equipment for grave digging.

Operating Profit

As a result of the increased revenue and a fall in operating expenses the
Trust has gone from an operating loss of $150,000 in 1997-98 to a profit of
$56,000 in 1998-99.

Conclusion

From the review of financial statements and the explanations for variations
from prior year’s results and the budget, it is concluded that the Trust, in an
overall sense, managed its financial operations satisfactorily during 1998-
99.
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21.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of the current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the following table.

Canberra Cemeteries
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$’000 $’000 $’000
Current Assets
Cash   461   99 1,002
Receivables and Notes   84   69 78
Investments 1,079 1,083 0
Other 7 2 2

1,631 1,253 1,082

Current Liabilities
Creditors and Borrowings 34 34 28
Provisions 44 38 32
Other 148 104 97

226 176 157

Current Ratio 7 to 1 7 to 1 7 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  The Trust has maintained its current ratio constant at 7 to 1
for the third consecutive year.  This indicates that the Trust’s short-term
financial position is very satisfactory.  However, the Trust has significant
non-current liabilities for deferred maintenance fees and burial fees
received in advance.  These will need to be met from Trust investments that
are presently included in current assets.
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22. CANBERRA TOURISM AND EVENTS
CORPORATION

22.1 INTRODUCTION

The Canberra Tourism and Events Corporation was established as a
statutory corporation by the Canberra Tourism and Events Corporation Act
1997.  It commenced operations on 1 July 1997.  The Corporation aims to
maximise the social, cultural, economic and employment benefits of tourist
visitation to the ACT community through the provision of quality tourism
events and services.

The Corporation operates the Canberra Visitors Centre and undertakes a
range of promotional and marketing activities.  The Corporation’s Board
also oversights two separate events, Floriade and the Rally of Canberra.
The financial details of both events are included in the Corporation’s
financial statements.

22.2 SIGNIFICANT FINDINGS

•  The Corporation returned an operating loss of $581,000 compared to
a previous year surplus of $2,000; and

•  The Corporation’s operating result includes a loss of $878,000 in
respect of Floriade 1998 and a loss of $9,000 in respect of the 1998
Rally of Canberra.

22.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
6 September 1999.

22.4 FINDINGS FROM THE AUDIT

As a result of the audit, a number of instances were identified where the
Corporation’s financial operations and internal controls could be enhanced.
These instances have been notified to management with appropriate
recommendations and the Corporation has agreed to implement them.
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22.5 FINANCIAL ANALYSIS

The following table summarises the Corporation’s Operating Statement.

Canberra Tourism and Events Corporation
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
REVENUE
User Charges – Government 8,150 8,311 7,349
User Charges - Non Government 1,874 2,258 1,735
Liabilities Assumed by Government 0 0 210
Resources Received Free of Charge 0 0 97
Interest 52 37 54
Other 0 4 0

10,076 10,610 9,445
EXPENSES
Employee Expenses 2,382 2,361 2,423
Administrative Expenses 8,849 8,560 6,798
Other 170 270 222

11,401 11,191 9,443

Operating Profit/(Loss) (1,325) (581) 2

Revenue Items

During 1998-99, the Corporation’s total revenue increased from the
previous year by 12% and also exceeded the budgeted amount by 5%.  The
major reasons for this were the receipt of a Treasurer’s Advance of
$600,000 and increased revenue from entrance and parking fees of
$443,000.  Product and advertising sales fell by $60,000 from the previous
year whilst sponsorships received grew by $135,000.  The Treasurer’s
Advance was required to cover a shortfall in revenue from Floriade 1998.
This shortfall was the result of the decision not to charge all visitors an
entrance fee.
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Expenditure Items

Although the Corporation’s expenses increased by $1.75m (18%) over the
previous year they were below budget by $210,000.  Administrative
expenses, the largest expenditure item, was 3% lower than expected, whilst
employee expenses were almost equal to the budget estimate.

Operating Result

The Corporation returned an operating loss of $581,000 compared to a
surplus of $2,000 in 1998.  The loss resulted from an 18% increase in
expenditure but only a 12% increase in revenue.

Losses from Floriade and Rally of Canberra

During 1997-98, the Corporation adopted an accounting policy that
resulted in all revenue and expenses relating to a particular event being
reported in one financial year.  Under this policy all revenue and expenses
relating to the event, including amounts earned or incurred prior to the start
of the year, are matched to provide information about the financial result
for the event.

The Corporation’s operating loss of $581,000 includes an operating loss of
$878,000 for Floriade 1998.  The loss was attributed to higher than
expected costs of running the event along with lower than expected
admission fees being collected.  The decision not to charge Canberra
residents an entry fee led to lower than expected revenue.  In addition,
many interstate tour operators were exempted from the admission charges.
The 1998 Rally of Canberra incurred an operating loss of $9,000, which
was a significant improvement on the previous year’s loss of $78,000.

Conclusion

The Corporation’s 1998-99 financial statements were the first time in
which the full results of its major events were reported in the one year.
Both Floriade and the Rally incurred losses for the Corporation and lead to
an overall operating loss for the Corporation.  The combination of
operating losses, diminishing accumulated funds and negative cash flows
give rise to concerns over the future viability of the Corporation without
significant Government support.
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22.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  The following table summarises the Corporation’s current
assets and liabilities.

Canberra Tourism and Events Corporation
Summary Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000
CURRENT ASSETS
Cash 30 20
Receivables 77 191
Inventories 26 19
Investments 400 0
Prepayments 62 670
Consumable Stores 6 7
1999 Floriade in Preparation 945 777
2000 Rally of Canberra in Preparation 15 67

1,561 1,751
LIABILITIES
Creditors 849 495
Employee Entitlements 282 288
Revenue Received in Advance 570 142

1,701 925

Current Ratio 0.9 to 1 1.9 to 1

After eliminating non-cash type items in 1998-99 current assets are
$133,000 (cash, receivables, inventories).  Investments have not been
included because this money is earmarked for Olympic activities.  Current
liabilities are $1,131,000 being creditors and employee entitlements.
Revenue received in advance has been eliminated on the same basis as
investments were eliminated.

This equates to a current ratio of 0.11 to 1, which is an extremely poor
financial position for the Corporation to be in.  A significant factor in the
Corporation’s current financial position was a Government decision not to
fund working capital when establishing the Corporation.
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The 1999-2000 budget for the Corporation indicates a 15% increase in
revenue and an overall surplus of $23,000 as opposed to the current year
loss of $581,000.  The budgeted current ratio for 1999-2000 is effectively
zero to 1, however, the budget liquidity position was based on an estimated
outcome for 1998-99, which was significantly different to the actual
outcome for that year.  The Corporation has made a number of
amendments to its 1999-2000 budget in an attempt to increase the
operating surplus to $300,000.

23. CANDELIVER LIMITED

23.1 INTRODUCTION

CanDeliver Limited was incorporated on 22 September 1997 and
commenced trading on 1 October 1997.  The ACT Government established
the Company as a prime contracting organisation to deliver corporate
services and it was set up in response to the Commonwealth Government’s
decision to outsource corporate functions.  To achieve this, the Company
uses local business firms in consortia.  This enables some firms to be
involved in bids for large contracts that would otherwise be beyond their
capacity.  The ACT Government holds all shares in the Company.

23.2 SIGNIFICANT FINDINGS

•  The large differences between the budget and actual revenue and
expenses in 1998-99 were the result of a slower than expected rollout
of outsourcing contracts;

•  The Company incurred an operating loss of $790,031 in 1998-99 with
accumulated losses now totaling $909,695; and

•  The Company’s current ratio is a matter for concern and will need to
be monitored closely if the Company is not to experience liquidity
difficulties.
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23.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the members of the
Company and the members of the Legislative Assembly on 29 September
1999.

23.4 OPERATIONS IN 1998-99

In 1998-99 the Company tendered for 22 tenders involving a number of
Canberra businesses, winning 12 contracts.  The Company won the
contract to provide certain corporate services to the Commonwealth
Department of the Prime Minister and Cabinet.

The Company has implemented new human resource payroll systems in 5
Commonwealth agencies.  The Company’s contract with Australian
Hearing Services covers over 100 locations Australia wide.

23.5 FINANCIAL ANALYSIS

The following table summarises the Company’s Operating Statement.

CanDeliver
Summary Profit and Loss Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Revenue
Sales 13,558 1,117 57
Other 3,288 320 56
Interest 20 5 4

16,866 1,442 117
Expenses
Employment Expenses 267 326 94
Administrative Expenses 16,167 1,852 666
Other 42 54 77

16,476 2,232 837
Operating Loss before Extraordinary
Items 390 (790) (720)
Extraordinary Items (144) 0 600
Operating Profit/(Loss) 246 (790) (120)
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Although the ACT Government announced that the InTACT Group would
transfer to CanDeliver in 1998-99 the budget figures for CanDeliver did
not include the InTACT Group’s figures.  After the completion of due
diligence reviews and scoping projects, no decision was made on the
integration of the two entities and the amalgamation has not proceeded to
date.  The failure to transfer the InTACT Group to CanDeliver had no
impact on the actual results when these are compared to the budget.

When comparing the results of the Company for 30 June 1999, it should be
noted that the Company had only been in existence for nine months at
30 June 1998 and had not secured a major contract.  There has been
significant growth in operations of the company over the past 12 months.

The Company incurred an operating loss of $790,031 resulting in
accumulated losses of $909,695.

Conclusion

The company’s financial future is reliant on its ability to secure ongoing
contracts.  In addition, the ACT Government has indicated in the
1999-2000 budget that it intends to write-off the Company’s loan of
$850,000.  This will significantly improve the Company’s financial
position.

23.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  A current ratio in the range of 1:1 to 1.5:1 is the minimum
usually desirable in a business.  The Company’s ratio was 0.85 to 1
compared to the previous financial year’s result of 0.59 to 1.  While this
adverse ratio should be a matter for concern to management and will need
to be monitored closely by the Company if it is not to experience liquidity
difficulties, it should also be recognised that the ratio shows a significant
improvement on last year.  It recognises the progress made; the usual start
up period for businesses of this type and the need for some capital support
during this period.
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24. CASINO SURVEILLANCE AUTHORITY

24.1 INTRODUCTION

The Casino Surveillance Authority was established by Section 22 of the
Casino Control Act 1988.  The Act provides for the establishment and
control of a casino in the Australian Capital Territory.  The Casino
Surveillance Authority supervises the operation of the casino in Canberra
and provides policy advice to the Government on related matters.  The
casino licence for the permanent casino was issued on 28 July 1994.

The Casino Control Act 1988 requires that the casino licensee remit an
annual licence fee, together with monthly taxation payments.  The taxation
payments are paid to the ACT Revenue Office, while the licence fee is paid
to the Authority.  Casino taxation payable is calculated as 20% of the gross
profit derived by the Casino licensee from the gaming operations of the
Casino.

24.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
9 August 1999.

24.3 FINDINGS FROM THE AUDIT

It was noted that the Casino Surveillance Authority had not prepared its
financial statements on a going concern basis, as the Authority will cease to
exist, upon commencement of operations of the proposed Gambling and
Racing Commission.  It is anticipated that the assets, liabilities, functions,
powers and staff of the Authority will be transferred to the Commission.

24.4 FINANCIAL ANALYSIS

Operating Result

The Authority’s revenue increased by $19,695 in 1998-99 compared to the
previous year.  Its Employee License Fees of $31,548 as at 30 June 1999
increased by 37.8% in comparison to the 1998 balance due to the high
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turnover of casino staff during the year.  At the same time the Authority
increased charges for all application fees from 1 July 1998 in accordance
with the new Determination of Fees gazetted on 23 June 1997.

As a result, the Authority achieved an operating surplus of $46,812 for
1998-99 compared with $9,278 for 1997-98.

25. CENTRAL FINANCING UNIT

25.1 INTRODUCTION

The Central Financing Unit (CFU) was a separate reporting entity within
the Chief Minister’s Department.  The CFU is now included in the
Department of Treasury and Infrastructure.

The CFU is responsible for the funds management activities of the
Government through the CFU departmental account.  The Unit manages
the surplus cash balances of the ACT and invests funds in the money
market within known cash flow requirements and established investment
policies.  The CFU’s function is to maximise the returns on investments for
all the investing agencies.

The CFU manages the central finances of Government through its
Territorial account operations.  Territory revenues collected by departments
are paid to CFU.  CFU is responsible for making Government Payment for
Outputs, Expenditure on Behalf of the Territory and Capital Injection
Payments to the departments in accordance with Government
Appropriations.  As well it is responsible for debt servicing payments and
the administration of the Territory debt portfolio.

25.2 SIGNIFICANT FINDINGS

•  An overall investment return of 4.96% was achieved in 1998-99 on
internally managed funds against a benchmark of 5.04%; and

•  CFU paid a dividend to the Government of $3m in 1998-99 against a
budgeted payment of $2.5m.
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25.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
7 October 1999.

25.4 FINANCIAL ANALYSIS

The table below summarises CFU’s Operating Statement.

Central Financing Unit
Summary Operating Statement

1998-99
Budget

1998-99
Actual

1997-98
Actual

1996-97
Actual

$000 $000 $000 $000

Debt Servicing Interest From Clients 25,998 23,599 22,570 28,122
Income From Market Investments 14,058 18,074 19,269 20,164
Total Operating Revenue 40,056 41,673 41,839 48,286

Expenses on Market Investments 5,994 4,385 9,636 9,476
Interest Paid to Client 6,254 10,214 8,336 7,733
Interest Payments 25,122 22,047 21,081 26,807
Administration 607 686 608 821
Total Operating Expense 37,977 37,332 39,661 44,837

Operating Profit 2,079 4,341 2,178 3,449

Comment follows on the major sources of revenue and expenditure, which
show significant variations from the previous year.

Departmental Transactions

Revenue

Revenue from Debt Servicing Interest from Clients increased by $1m or
4% in 1998-99.  This increase is mainly a result of additional interest
received from a new loan to ACTEW.
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Income from Market Investments fell from $19.3m in 1997-98 to $18.1m in
1998-99.  This decrease is a result of lower interest rate returns in the
1998-99 financial year.

Expenditure

Operating expenses fell by $2.3m from $39.6m in 1997-98 to $37.3m in
1998-99.  This decrease is a result of a significant reduction in interest paid
on arbitrage following the suspension of the arbitrage transactions in
August 1998.  This is reflected in the $5.3m fall in Expenses on Market
Investments.  The reduction is partially offset by an overall increase of $3m
in Interest Paid to Clients and Interest Payments.

CFU advised that “The arbitrage transactions conducted by the CFU were
ceased temporarily from 25 August 1998 whilst a review of these
transactions could be undertaken.  The arbitrage trading program
remained on hold at 30 June 1999”.

Investment Performance

CFU’s target return on investments for 1998-99 was 5.04%.  This target is
based on the WDR Australian Bank Bill Index, an index created to serve as
a performance benchmark representing a passively managed short-term
money market portfolio.

CFU’s actual return on investment for the year was 4.96% (after fees) or
0.08% below the benchmark.

Profitability

Following a profit of $2.2m in 1997-98 CFU was able to pay a dividend of
$3m to the Government in 1998-99.  This was $500,000 above the 1998-99
budget and $500,000 below the 1997-98 actual figure.

CFU’s operating profit increased to $4.3m in 1998-99 ($2.2m in 1997-98)
indicating a strong growth in profit of almost 100%.

Territorial Transactions

The CFU Territorial transactions cover most ACT Government revenue
and expenditure activity.  An analysis of the Consolidated Financial
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Statement for the Territory is included in Chapters 3 to 7 of this Report.
As CFU Territorial transactions are reflected in the Consolidated Statement
no analysis is presented here.

25.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of CFU’s current assets and current liabilities for the
last three years are presented in the table below.

Central Financing Unit
Current Assets and Liabilities

1998-99
Actual

$000

1997-98
Actual

$000

1996-97
Actual

$000
Current Assets
Cash 0 0 0
Receivables 20,159 27,196 34,400
Investments 275,987 246,487 119,464

296,146 273,683 153,864

Current Liabilities
Creditors & Borrowings 101,912 69,100 99,813
Provisions 54 36 38
Client Contributions 254,244 224,827 96,517

356,210 293,963 196,368

Current Ratio 0.8 to 1 0.9 to 1 0.8 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

CFU’s current ratio has been below this level for the past three years, and
while it increased slightly in 1997-98, it has fallen in the current year to
0.83 to 1.  At present, the liquidity ratio should not present problems.
Creditors and Borrowings represent debt, which can be rolled over.  Client
Contributions are almost all deposits from other ACT Government
agencies. As such they do not represent a significant liquidity risk.
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CFU has advised that “The current ratio reflects the funding of long term
liabilities using short term floating rate debt. This debt is rolled-over on a
regular basis and does not require a call on current assets. CFU does not
believe it will have any difficulty meeting its commitments as they fall due
in the next twelve months.”

26. CHIEF MINISTER’S DEPARTMENT

26.1 INTRODUCTION

The Chief Minister’s Department assists the Government in achieving its
strategic objectives and implementing its programs.  It has functions in a
range of areas including:

•  Public service management;
•  Government strategic priorities management; and
•  Financial and economic management.

Within the Chief Minister’s Department the three areas of activity are
separate entities for financial reporting purposes and consequently are
presented separately from the Chief Minister’s Department in this Report.
These areas of activity are the Central Financing Unit; Office of Asset
Management; and Superannuation and Insurance Provision Unit.

The Chief Minister’s Department also controls The Bruce Property Trust
and Bruce Operations Pty Limited.  These entities record the financial
effects of the stadium redevelopment and operations.  As these entities are
separate entities for financial reporting purposes they are also presented
separately from Chief Minister’s Department in this report.

This year functions relating to the Department of Business, Employment,
Tourism, the Arts, Regulatory Reform and Industrial Relations were
transferred to the Chief Minister’s Department on 1 July 1998.  Strategic
Asset Management functions were also transferred from the Chief
Minister’s Department to the Office of Asset Management on 1 July 1998.
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26.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on 11
October 1999.  An Emphasis of Matter paragraph was included in the audit
report indicating that “the result for some performance measures was “no
internal target set” or “not measured” and therefore these measures could
not be audited.

The audit report also draws attention to an inherent uncertainty regarding
the valuation of non-current assets used in Bruce Stadium activities.
During the audit some instances were noted where the financial operations
of the Department could be improved or where internal controls were not
operating satisfactorily.  These instances will be reported in a management
letter addressed to the Department.

26.3 SIGNIFICANT FINDINGS

•  Although the Department’s operating result was marginally lower
than budget, it managed its operations to budget;

•  The satisfactory operating result was due to lower than budgeted
employee expenses offsetting unbudgeted increases in other areas;
and

•  Capital works expenditure of $0.915m was less than budget due to
projects being deferred to 1999-2000.

26.4 FINANCIAL ANALYSIS

Departmental Transactions

The table on the following page summarises the Department’s Operating
Statement.
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Chief Minister’s Department
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000
Revenue
Government Sources
Government Payment for Outputs 60,190 61,655
Other 2,374 2,626

62,564 64,281
Other Sources
User Charges 992 188
Interest 103 182
Other

ACTEW Inquiry recovery 452
Workers’ compensation premium savings 300
Business Development Grant 120
Other 46

1,145 1,288
63,709 65,569

Expenditure
Employee Expenses 22,200 19,357
Superannuation 3,448 3,289

25,648 22,646
Administrative Expenses

Accommodation 3,642
Consultants and contractors 7,066
Equipment 2,225
Grants 1,576
Fees for Services 2,402
Other 7,128

20,455 24,039

Depreciation 207 455
Capital Charge 479 476
Other 15,570 17,289

16,256 18,220
62,358 64,905

Operating Surplus before Abnormal Loss 1,351 664
Abnormal Item – Transfer of Capital Works
for Bruce Stadium Redevelopment (12,300)
Operating Surplus/(Loss) 1,351 (11,636)

Note:. The breakdown of some totals in the budget column are unavailable due to the budget containing no line
by line figures.
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Comment follows on the major sources of revenue and expenditure which
shows significant variations from budget.

Revenue

Overall, revenue from Departmental activities ($65.5m) increased
marginally over budget ($63.7m) by $1.8m mostly due to an increase in the
amounts for Government Payment for Outputs.

Expenditure

At $64.9m, expenditure for the year was slightly higher than budget of
$62.4m because of an increase in Administrative Expenses ($3.5m) and
Other Expenses ($1.7m) offset by a reduction in Employee Expenses of
$3m.  The reduction in Employee Expenses was the result of poor budget
estimation.

The increase in Administrative Expenses was mostly due to the use of
consultants to review the proposed sale of ACTEW ($2.6m) not being
factored into the 1998-99 Budget.

Other Expenses mostly includes service purchase payments to Canberra
Tourism and Events Corporation (CTEC) ($8.9m), Cultural Facilities
Corporation ($6m) and Intact ($1.4m).  The increase of $1.7m is mostly
represented by the CTEC payments of $0.6m, a guarantee payment to
Advance Bank Australia Limited for amounts owed by the Canberra
Cannons Pty Limited of $0.3m and other grant programs of $0.3m not
being included in the 1998-99 Budget.

Operating Result

The Operating Surplus before Abnormal Items of $0.7m was marginally
lower than the budget of $1.4m.

Abnormal Item

Capital Works of $12.3m relating to the Bruce Stadium redevelopment was
transferred from Chief Minister’s Department to the Bruce Property Trust
during the year.
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The capital works were funded by Capital Injection of $5.558m in 1997-98
and $6.742m in 1998-99.

Conclusion

From the audit review of the financial statements and the explanations for
variations from budget, the conclusion has been drawn that although the
Department’s operating result was marginally lower than budget, it
managed its operations to budget.  The satisfactory operating result was
due to unbudgeted increases in expenses being offset by savings against the
original employee expenses budget.

Territorial Transactions

Revenue Items

The Territorial revenue of the Chief Minister’s Department are mainly
Rates, taxes, fees and fines and Commonwealth Grants.  These transactions
are reported separately in Chapter 6 of this report.  No analysis is therefore
provided here.

26.5 CAPITAL WORKS

Expenditure on capital works was budgeted to be $1.796m for the Chief
Minister’s Department.  As well $6.742m was budgeted for expenditure on
the Bruce Stadium.

Chief Minister’s Department Capital Works

Budget
1998-99

$000

Actual
1998-99

$000
Project
Nara Park 650 686
Public Art Program 252 124
ATSI Cultural Centre 500 74
Minor New Works and Other 394 31
Total Capital Works 1,796 915
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The under expenditure and subsequent carry forward of $0.881m was due
to:

•  ATSI Cultural Centre (Acton Peninsula) – the original proposal did
not proceed as the site was found to be unsuitable.  Work is now
scheduled to be completed by June 2000 at an alternate site; and

•  Minor new works – the relocation of Craft ACT was deferred pending
negotiations on location.

27. CIT SOLUTIONS PTY LIMITED

27.1 INTRODUCTION

CIT Solutions Pty Limited is wholly owned by the Canberra Institute of
Technology.  It undertakes projects, courses and other commercial ventures
connected with the Institute.  For financial reporting the company has a 31
December year end and is consolidated with the Institute.

27.2 AUDIT OF THE 1998 FINANCIAL STATEMENTS

An unqualified audit report was issued to the company on 12 March 1999.

28. COMMUNITY CARE

28.1 INTRODUCTION

ACT Community Care, as a service provider, has a contract with the
Department of Health and Community Care to provide specific outputs to
achieve health outcomes for the community.

ACT Community Care provides community based health and disability
services for all sections of the community, individuals, families and groups
with special needs.  The services include caring for people with an illness,
promotion of health, prevention of illness and maintaining and improving
the quality of life.
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28.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Health and
Community Care on 14 August 1999.

28.3 SIGNIFICANT FINDINGS

•  ACT Community Care performed better than its budgeted operating
loss by $4.7m due to significant saving in the Comcare premium and
an increase in revenue for the provision of health services; and

•  As of 30 June 1999, the capital works expenditure for ACT
Community Care was marginally less than budgeted.

28.4 FINANCIAL ANALYSIS

The table on the following page summarises ACT Community Care’s
Operating Statement.
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ACT Community Care
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
REVENUE
Government sources
Provision of health services 52,993 55,523 48,682 45,212
Liabilities assumed 0 0 3,938 3,570
Resources free of charge 22 437 34 2,598

53,015 55,960 52,654 51,380
Other sources
Fees, meals, rentals, grants and
service fees 1,970 2,763 2,250 2,044
Interest and other 263 633 1,846 915

2,233 3,396 4,096 2,959
Total Revenue 55,248 59,356 56,750 54,339

EXPENDITURE
Employee expenses 42,528 41,444 40,399 39,471

Administrative expenses
Agency/non-contract staff 2,022 1,637 816
Plant and equipment expenses 667 981 1,239
Lease and hire expenditure 4,060 4,044 3,939
Utilities 1,110 1,187 1,303
Payment to service provider 805 950 1,136
Medical, surgical and special
services supplies 946 868 1,221
Other 5,926 4,590 3,734

14,999 15,536 14,257 13,388
Depreciation and other expenses 1,982 1,958 2,005 1,783
Total Expenses 59,509 58,938 56,661 54,642
Operating Surplus/(Loss)
Before Abnormal Items (4,261) 418 89 (303)
Abnormal (Loss) 0 0 (1,403) 253
Operating Surplus/(Loss) (4,261) 418 (1,314) (50)

Note:  ACT Community Care received an injection for operations of $0.581m for the first time this year.  This injection
for operations is funding provided by the Government to maintain the viability of operations where the cost of an
agency’s operations is higher than the benchmarked priced determined by Government for their services.  To facilitate
comparison with the prior year results, the injection for operating requirements has been included in revenue for the
provision for health services.  The breakdown of some totals in the budget column are unavailable due to the budget
containing no line by line figures
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Revenue Items

At $59.4m total revenue was $4.2m higher than the budgeted revenue of
$55.2m and $2.6m higher than the prior year’s revenue of $56.8m.

Revenue Comparison with Budget

The major components of the $4.2m increase over budget were receipts for
the provision of health services and resources received free of charge.  The
increase in funding for provision of health services related to several new
services, the most significant being the COOOL project (which involves
moving people with acquired disabilities from nursing homes to group
houses).  The increase in resources received free of charge relates to the
payment of the insurance levy by the Department of Health and
Community Care on behalf of the health portfolio.

Revenue Comparison with Prior Year Actual

The increase of $2.6m compared to the prior year was mainly due to the
increase in payments by the Department of Health and Community Care
for services provided by ACT Community Care ($6.8m).  This increase in
government funding was partially offset by a reduction in the
superannuation liability assumed by government ($4m).  Liabilities
assumed by government fell as agencies are now funded for their
superannuation obligations, which in previous years were assumed by
government.

Expenditure Items

At $58.9m, overall expenditure was $0.6m lower than the budgeted
expenditure of $59.5m and $2.2m higher than the prior year’s expenditure
of $56.7m.  The favourable budget variance is attributable to a combination
of several factors, including the delay in the implementation of the
Community Health Information System (CHIS) project during the financial
year and saving in the Comcare premium.

Conclusion

The table shows that ACT Community Care performed better than its
budgeted operating loss by $4.7m.
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As noted earlier, this was mainly attributable to delays in the Community
Health Information System (CHIS) project, a significant saving in the
Comcare premium and an increase in revenue for the provision of health
services.

28.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
of the last three years are presented in the following table.

ACT Community Care
Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Current Assets
  Cash 186 323 373
  Receivables 402 382 389
  Investments 2,895 2,360 1,390
  Inventories 266 187 0
  Other 390 359 99

4,139 3,611 2,251
Current Liabilities
  Creditors 1,123 1,304 1,622
  Employee Entitlements 4,667 4,248 4,240
  Other 11 388 946

5,801 5,940 6,808

Current Ratio 0.7 to 1 0.6 to 1 0.3 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

The ACT Community Care current ratio has improved from last year’s
level of 0.6 to 1 to 0.7 to 1 in 1998-99.  The improvement in the current
ratio can be attributed to funds received in 1998-99 for projects (eg CHIS)
that are now to be undertaken in the next financial year.
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Such a low current ratio indicates that ACT Community Care is being
funded at a level that is only just sufficient to meet its obligations.
However as most of its revenue is received from Government sources any
problem in meeting commitments as they fall due should be manageable.
ACT Community Care will need to manage its financial assets carefully to
ensure it does not have problems in this regard.

28.6 CAPITAL WORKS

Expenditure on Capital works was budgeted at $3.574m in 1998-99.  ACT
Community Care received a capital injection of $3.574m to cover this
expenditure and spent $3.220m as detailed in the following table.

ACT Community Care’s Capital Works

Budget
1998-99

$m

Actual
1998-99

$m
Project
Phillip Health Centre 3.160 3.077
Minor New Works 0.414 0.143
Total Capital Works 3.574 3.220

Explanation of Variances from Budget

Minor New Works

The balance at the end of the year was for the Belconnen Health Centre
refurbishment, which was incomplete at 30 June 1999 although planned to
be completed prior to that date.  The refurbishment was subsequently
completed in September 1999.

Conclusion

As of 30 June 1999, the capital works expenditure for ACT Community
Care was marginally lower than the budget of $3.574m.
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29. CONSTRUCTION INDUSTRY LONG
SERVICE LEAVE BOARD

29.1 INTRODUCTION

The ACT Construction Industry Long Service Leave Board was established
by the Long Service Leave (Building and Construction Industry) Act 1981.
The Board administers a scheme to provide long service leave benefits to
employees and sub-contractors in the ACT construction industry, based on
service in the industry rather than service with a particular employer.  The
scheme allows employees who work in the industry for some time but who
work for several employers to accrue long service leave benefits.  It also
provides a mechanism, which ensures that money, is available to meet
those long service leave benefits.  Similar schemes exist in the Australian
States.

The scheme is funded by a levy payable by the employer.  The levy is a set
percentage of the basic remuneration payable to the employees.  The levy
rate (currently 1%) is set under the Act and can be varied through a
determination by the Minister for Urban Services.

29.2 SIGNIFICANT FINDING

•  The Board continues to hold funds in excess of its estimated
liabilities for long service leave payments.  As at 30 June 1999 the
excess was estimated at $21m.

29.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 27 August 1999.

29.4 FINDINGS FROM THE AUDIT

Some minor findings from the audit were reported to management.
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29.5 OPERATING RESULTS

The following table summarises the operating results of the Board for the
last three years.

Construction Industry Long Service Leave Board
Summary Operating Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Contributions from employers and
contractors 1,162 1,053 1,116
Income from investments 2,060 1,246 2,862
Net rental income 1,025 954 994
Revenue from other sources 67 63 65
Net gain from sale of fixed assets 2 0 4

4,316 3,316 5,041

Expenses
Depreciation and amortisation of
fixed assets 109 119 131
General and administrative costs 250 251 262
Long service leave benefits 1,974 2,041 1,870
Accrued long service leave liability 1,300 300 200
Salaries and oncost 336 364 315
Training fund levy 0 282 482
Other 39 39 26

4,008 3,396 3,286

Operating Surplus (Loss) 308 (80) 1,755

The Board reported an operating surplus of $308,000 for the year ended
30 June 1999 compared to an operating loss of $80,000 in the previous
year.

The improved operating result is attributable to an increase in investment
income of $815,000 in 1998-99, mainly from large gains on equity
investments.
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In 1997-98, the Board reviewed its investment portfolio and decided to
invest some of its funds in overseas equities in order to diversify its risks
and returns.  The improved operating result is in part attributed to this
decision.

The value of investments has increased by $1.5m in 1999 and the Board
maintains a strong financial position.  The Board continues to hold funds
well in excess of its estimated liabilities for long service leave payments.
As at 30 June 1999, the excess was $21m.

29.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the following table.

Construction Industry Long Service Leave Board
Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Current Assets
Investments 29,477 27,891 27,575
Receivables 335 277 306
Cash 270 106 94
Other 13 18 14

30,095 28,292 27,989

Current Liabilities
Creditors and Borrowings 107 166 258
Provisions 2,200 2,000 2,000

2,307 2,166 2,258

Current Ratio 13 to 1 13 to 1 12 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities, and preferable to have at least 50% more current assets
than current liabilities.
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As can be seen from the table at the end of 1998-99 the Board has an
extremely good current ratio of 13 to 1.  This was consistent with the
previous year’s ratio of 13 to 1, and illustrates that the Board continues to
be in a very good financial position.

30. CULTURAL FACILITIES CORPORATION

30.1 INTRODUCTION

The Cultural Facilities Corporation was established on 1 November 1997
by the Cultural Facilities Act 1997.  The Corporation comprises the
Canberra Theatre Centre, the Canberra Museum and Gallery as well as a
number of other historic sites.  The Corporation is also responsible for the
management and promotion of Civic Square.

30.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
8 September 1999.

30.3 SIGNIFICANT FINDINGS

•  In 1998-99 the Cultural Facilities Corporation received Government
Payment for Outputs of $6.054m which equates to a government
subsidy of $20.95 per visitor/patron per visit to facilities managed by
the Corporation; and

•  During the financial year capital work in progress of $50,000 relating
to the Link Redevelopment Feasibility Study was written off, whilst
Artworks to the value of $94,751 were brought to account for the first
time.
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30.4 FINANCIAL RESULTS

This is the first full year of operation for the Corporation as in 1997-98 the
Corporation only operated from 1 November 1997 to 30 June 1998.
Therefore the table below summarises the Cultural Facilities Corporation
Operating Statement for 1998-99 against budget rather than the previous
financial year.

 
 Cultural Facilities Corporation
 Summary Operating Statement

 
Budget Actual

1998-99 1998-99
 $000  $000

Revenues   
Appropriations Received  6,054  6,054
User Charges Non ACT Government  4,053  2,592
Other Revenue  30  119

 10,137  8,765
Expenditure   
Salaries and Related Expenditure  4,174  3,680
Depreciation and Amortisation  1,159  1,121
Administrative Expenditure  5,697  4,381
Other Operating Expenditure  167  53

 11,197  9,235
Operating Loss (1,060)  (470)

The Cultural Facilities Corporation reported an operating loss of $470,153
for the financial year.  This is an improvement on the budgeted operating
loss of $1.06m for the 1998-99 financial year.  The Corporation has
forecast a loss of $1.031m in 1999-2000.

This improved result was brought about by total expenditure being 18%
below budget whereas total revenue was only 14% below budget.  Own
source revenue was the area below budget in 1998-99 with the Corporation
budgeting for 36.5% of own source revenue as a percentage of total
expenditure, however, only achieving 29.4%.  Own source revenue consists
of donations and sponsorships, venue hire, ticket sales, entry fees and sales
of product.
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All categories of expenditure were below budget despite the Corporation
attracting more visitors/patrons to its facilities, holding more temporary
exhibitions than planned, conducting more education and public programs
than anticipated and the Canberra Theatre Centre’s venues being used in
excess of the target budgeted for.

The inherent nature of the Corporation’s performing arts business activities
means that expenditure and revenue variations, sometimes significant, are
to be expected.  For example, the timing, frequency, and type of theatre
venue hirings and internal programming events, and associated box office
ticket sales - and hence directly related costs and revenues - are highly
variable.

Government Subsidy

During the year, the total number of visitors/patrons to facilities managed
by the Corporation was 289,011.  Government Payment for Outputs to the
Corporation totaled $6,054,000.  Using these figures as a base means the
Government paid a subsidy of $20.95 for each person who visited the
Corporation’s facilities in 1998-99.

Link Redevelopment Feasibility Study

In 1996-97 the then Canberra Theatre Trust received capital works funding
for a “Link Redevelopment Feasibility Study” of $50,000.  The Link is the
existing building between the Canberra Theatre and Playhouse Theatre.
The feasibility study considered a number of options during 1997-98 and
1998-99, including private sector redevelopment.  It was considered
unlikely that a redevelopment option will be pursued in the short term
resulting in the amount being written off.

Capitalisation of Artworks

On 30 June 1998 the net assets of the former Museums and Galleries
Section of the Chief Minister’s Department were transferred to the
Corporation.  During 1998-99 a number of items of artwork to the value of
$94,751 not previously shown on the asset register of the transferred
operations were identified and added to the Corporation’s asset balances.
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30.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  The table below represents the Corporations current ratio for
the 1998-99 financial year against budget.

Cultural Facilities Corporation
Current Assets and Liabilities

Budget Actual
1998-99 1998-99

Current Assets $000 $000
Cash 140 710
Receivables 296 428
Inventories 75 38
Other 65 133

576 1,309
Current Liabilities
Creditors and Accruals 101 293
Employee Provisions 260 260
Revenue and Funding Received in
Advance

26 49

387 602

Current Ratio 1.5 to 1 2.2 to 1

A current ratio in the range of 1:1 and 1.5:1 is the minimum usually
desirable in a business.  The Corporation’s current ratio is 2.2 to 1, which
indicates the Corporation’s short-term financial position appears sound.

31. ECOWISE ENVIRONMENTAL LIMITED

31.1 INTRODUCTION

ECOWISE Environmental Limited is a subsidiary of ACTEW Corporation
Limited.
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The principal activities of the Company include water and related
environmental monitoring, provision of water resources and flood analysis
consulting services, soil and air monitoring and analysis, wetland and
sediment trap design.

31.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the Company on
27 August 1999.

31.3 FINANCIAL ANALYSIS

The table on this page summarises ECOWISE Environmental Limited’s
Profit and Loss Statement.

ECOWISE Environmental Limited
Summary Profit and Loss Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales revenue 6,132 5,727 5,078
Applied research and
development for parent entity

471 500 0

Funds provided by parent to fund
costs of relocation

0 174 0

Assets provided by parent entity 0 101 36
Other revenue 60 97 101

6,663 6,599 5,215

Expenses
Operating expenses 6,659 6,930 5,620

6,659 6,930 5,620

Operating profit/(loss) before
abnormal items and income tax
equivalents 4 (330) (404)
Abnormal Items 0 (65) (63)
Operating profit/(loss) before
income tax equivalents 4 (395) (467)
Income tax equivalents benefit 183 176 181
Operating Profit/(Loss) 187 (219) (287)
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As at 30 June 1999 ECOWISE Environmental Limited made an operating
profit before income tax equivalents of $4,000, compared to a loss of
$330,000 1997-98.  Approximately 40% of the company’s revenue is
derived from services to the parent company, ACTEW Corporation
Limited.  The company is expanding its business to markets in other
sectors.

32. ECOWISE SERVICES LIMITED

32.1 INTRODUCTION

ECOWISE Services Limited is a wholly owned subsidiary of ACTEW
Corporation Limited (“ACTEW”).  ECOWISE Services main business was
electrical contracting, equipment distribution and energy management
consulting.

32.2 SIGNIFICANT ISSUES

In October 1998 the company sold the business to a staff consortium.
ECOWISE Services Limited is now a shell company.  The directors are yet
to make a decision on the future of the company.

32.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was issued to the Company on
27 August 1999.

32.4 FINANCIAL ANALYSIS

The table on the following page summarises ECOWISE Services Limited
Profit and Loss Statement.
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ECOWISE Services Limited
Summary Profit and Loss Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales revenue 3,055 7,101 5,940
Interest 18 40 74
Assets provided free of charge 0 67 0
Other revenue 18 60 128

3,091 7,268 6,142

Expenses
Operating expenses 3,067 7,149 6,199

3,067 7,149 6,199
Operating profit/(loss) before
abnormal items and income tax
equivalents 24 118 (57)
Abnormal items 0 219 0
Operating profit/(loss) before
income tax equivalents 24 337 (57)
Income tax equivalents 267 (125) (20)
Operating Profit/(Loss) 290 212 (37)
Extraordinary Item - Loss on sale
of business (120) 0 0
Income tax benefit 43 0 0
Operating Profit after
Extraordinary Item 213 212 (37)

For the year ended 30 June 1999, ECOWISE Services Limited had an
operating profit before income tax equivalents of $24,000 compared with a
profit of $337,000 in the previous year.  In 1998-99, a dividend of
$213,972 was declared to ACTEW Corporation Limited.
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33. EDUCATION AND COMMUNITY
SERVICES DEPARTMENT

33.1 INTRODUCTION

The Department works in partnership with the community to provide
school education, training, care and protection of children, and sport and
recreation services to meet the needs of the people of Canberra.

Departmental services include the provision of government school
education, registration of non government schools, coordination and
purchase of vocational education and training, registration of child care
providers and provision of preschool education.  In addition, the
Department provides services for the identification of, and assistance to,
children and youth with specific needs, appropriate care and protection
strategies for children and management of sport and recreation programs
and facilities.

33.2 SIGNIFICANT FINDINGS

•  No audit opinion was expressed on a large number of the
Department’s performance measure results;

•  Irregularities were noted in some payments made at one High School;

•  In an overall sense the Department has managed its departmental and
territorial operations to budget; and

•  Capital works expenditure was $7.456m less than the capital injection
paid to the Department because of delays in commencing projects.

33.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Education
and Community Services on 10 September 1999.  However, an Emphasis
of Matter was included in the audit report in relation to 31 performance
measure results in the Statement of Performance forming part of the
financial statements.
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33.4 STATEMENT OF PERFORMANCE

The audit identified a number of measures that could not provide a
verifiable result.  This represented 9 of the 31 performance measure results
where an Emphasis of Matter was included in the audit report.  An opinion
could not be expressed on another 16 measures because their result was
based on an estimation formula that was three years old.  No opinion was
expressed on 6 measures that were deleted during the year without a result
being measured or reported for the period prior to their deletion.

33.5 FINDINGS FROM THE AUDIT

As a result of the audit a number of instances were identified where the
financial operations of the Department could be improved or where internal
controls were not operating satisfactorily.  These instances have been
notified to management with appropriate recommendations.

In addition, the audit detected irregularities in some payments made at one
High School.  These irregularities were referred to the Department for
further investigation to determine the extent of the possible loss of
departmental moneys.  The Department has investigated this matter,
however, the investigation was not finalised at the time of the preparation
of this report.

33.6 FINANCIAL ANALYSIS

Departmental Transactions

The table on the following page summarises the Department’s Operating
Statement.
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Department of Education and Community Services
Summary Operating Statement

Budget Actual Actual
1998-99 1998-99 1997-98

$000 $000 $000
REVENUE
Government Sources
Government Payment for Outputs 374,256 374,845 338,766
Liabilities Assumed by Government 0 0 31,543
Resources Received Free of Charge 386 387 306
Other 260 161 301

374,902 375,393 370,916
Other Sources
User Charges – Non Government 6,009 5,223 4,661
Interest 736 1,349 1,116
Other 16,575 15,712 14,394

23,320 22,284 20,171

Total Revenue 398,222 397,677 391,087

EXPENDITURE
Employee Expenses 246,284 244,575 238,556
Administrative Expenses 73,038 88,693 84,325
Depreciation 20,385 23,929 18,433
Interest 14,689 14,692 69
Other 76,727 70,205 52,525

431,123 442,094 393,908

Operating Result before Abnormals (32,901) (44,417) (2,821)

Abnormal Items 0 (7,399) 0

Operating Result (32,901) (51,816) (2,821)

Capital Injection 6,726 16,353 0

Operating Result (26,175) (35,463) (2,821)

Comment follows on the major sources of revenue and expenditure, which
show significant variations from budget.  Because of the transfer of the
Sport and Recreation function to the Department and other adjustments, it
is not practicable to make comparison with 1997-98.



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

142

Revenue

Total revenue received for 1998-99 was $398m.  Total revenue was less
than budget revenue by $0.5m with some minor variations for individual
items.

Expenditure

Total expenditure of $442m exceeded the budget of $431.1m by $11m.
The increase in expenditure compared to the budget was due mainly to:

•  the inclusion of the $9.6m Capital Injection for Operations paid to the
Canberra Institute of Technology in Administrative Expenditure in the
actual expenditure but not in the budgeted expenditure as required by
Treasury.  In actual expenditure, this amount has been added to the
payment to CIT for education services;

•  approximately $3.4m of maintenance and minor new works expense
that was budgeted as capital works in progress and therefore not
included in budgeted administrative expenses.  These costs when
incurred were accounted for in accordance with accounting standards
as operating expenses;

•  Unbudgeted savings in employee expenses of approximately $1.8m
attributable to reduced Comcare premiums and staff redundancies;

•  An unexpected upward revaluation of buildings and land
improvements during 1998-99 which resulted in depreciation expense
increasing by $3.5m; and

•  An over-estimation of $6.5m in costs incurred directly by schools.

Excluding the Capital Injection for Operations, the net increase in
expenditure was $1.3m.

Abnormal Items

The revaluation downward of land in 1998-99 resulted in an unbudgeted
abnormal expense of $7.4m.
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Capital Injections for Operations

Capital Injection for Operations of $16.3m exceeded budget of $6.7m by
$9.6m.  The excess over budget represents funding for the Capital Injection
for Operations, which was paid to the Canberra Institute of Technology for
the provision of education services and included as an administrative
expense in the Department’s operating statement.

Operating Result

The Departmental actual operating loss of $35.5m exceeded the budgeted
operating loss of $26.2m by $9.3m.  The increase in the loss over the
budget amount is attributable to the abnormal revaluation expense of
$7.4m, the net increase in expenditure of $1.3m and the net reduction in
revenue of $0.5m.

Conclusion

From the audit review of the financial statements and the explanations for
variations from budget, the conclusion has been drawn that the Department,
in an overall sense has managed its operations to its budget.

Territorial Transactions

Territorial Revenue

Territorial revenue other than amounts received from the Central Financing
Unit is shown below.

Department of Education and Community Services
Territorial Revenue

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Commonwealth Government Grants 104,005 104,877 103,860
Fees/Other 189 138 243

104,194 105,015 104,103
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Territorial Expenditure

Territorial expenditure other than transfers made to the Central Financing
Unit for the Commonwealth Grants received and other revenue is shown
below.

Department of Education and Community Services
Territorial Expenditure

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Grants, Subsidies & Concession Payments 98,056 97,140 107,027

Grants, Subsidies and Concession Payments - are payments made to non-
government schools and to reimburse various organisations for subsidised
costs for services such as general rates, electricity, water and sewerage, bus
travel and the supply of spectacles provided to eligible applicants.  The
reduction in Grants, Subsidies and Concession Payments of $9.9m was
largely due to the transfer of the subsidy to ACTION for providing school
services of $9.68m to Department of Urban Services in 1998-99.

Conclusion

From the audit review of the financial statements and the explanations for
variations from the budget, the conclusion has been drawn that the
Department, in an overall sense, managed Territorial operations to its
budget.

33.7 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the Department’s current assets and current liabilities
for the last three years are presented in the table on the following page.
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Department of Education and Community Services
Current Assets and Liabilities

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Current Assets
Cash 16,699 14,764 9,404
Receivables 497 260 343
Investments 4,800 1,700 3,200
Other 3,340 524 129

25,336 17,248 13,076

Current Liabilities
Creditors 2,856 2,094 3,703
Finance Leases 188 248 257
Employee Entitlements 20,149 17,229 16,695
Other 1,967 1,469 1,560

25,160 21,040 22,215

Current Ratio 1 to 1 0.8 to 1 0.6 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities and preferably to have up to at least 50% more current
assets than current liabilities.

As can be seen from the table, the Department’s Current Ratio has steadily
improved from 0.6 to 1 two years ago to 1 to 1 in 1998-99.  Given the
nature of the Department’s operations and that almost all its funding is
from Government sources the ratio is reasonable.

33.8 CAPITAL WORKS

Expenditure on Capital Works was budgeted to be $19.735m in 1998-99.
The Department received a capital injection of $19.380m to cover this
expenditure, yet spent only $11.924m, resulting in an amount of $7.456m
being carried forward to 1999-00.

Department of Education and Community Services
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1998-99 Departmental Capital Works Expenditure

Budget
$000

Actual
$000

New Capital Works
Transportable Classrooms 500 517
Minor New Works – Education 1,600 1,605
Minor New Works – Children, Youth & Family Services 500 487
Older Schools Refurbishment 1,000 1,000
Erindale Centre Upgrade 1,485 650
Koomari Hydrotherapy Pool 295 91
Forward Design – Upgrade Specialist Science Areas 100 20
Forward Design – Upgrade Specialist Technology Areas 170 30
Forward Design – Building Access Improvements 45 15
Minor Works – Sport and Recreation 242 189
Hall Showground Remedial Works 440 124
Temporary Seating Phillip and Manuka Ovals 1,000 129
Sports Ground Floodlighting 290 286
Feasibility Study – Lanyon Valley Recreational Needs 25 25
Feasibility Study – Belconnen Pool 200 192
Manuka Oval Pavilion Upgrade 950 187
Football Park at Phillip – Training Lights 2,550 0

11,392 5,547
Works In Progress From Previous Year
Minor New Works – Education 1,210 913
Minor New Works – Children, Youth & Family Services 437 524
Telopea Upgrade 0 46
Gungahlin High School 0 52
Upgrade Specialist Science Areas 2,225 1,798
Upgrade Specialist Technology Areas 2,449 2,308
Building Access Improvements 866 178
Acoustic Treatment to Secondary Schools 262 129
Tuggeranong Skate Park Upgrade 0 46
Weston Creek Youth Facility 0 21
Preschool Playground Upgrades 74 0
Belconnen Community/Youth Centre Upgrade 50 0
Minor New Works – Sport and Recreation 0 30
Relocation of Schools 0 329
Belconnen Water Sports Storage Facility 0 3
Temporary Seating Phillip and Manuka Ovals 600 0
Projects physically complete 170 0

8,343 6,377

TOTAL DEPARTMENTAL CAPITAL WORKS 19,735 11,924

Weston Creek Youth Facility from Urban Services 645
Transfer to Territorial (1,000)
TOTAL CAPITAL INJECTION 19,380
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The under expenditure and subsequent carry forward of $7.456m was
mostly due to the following:

•  Manuka Oval and Football Park Upgrade was delayed due to
prolonged negotiations to reach agreement on the location, priorities
and extent of works to be undertaken;

•  Weston Creek Youth Facility was a project where $0.645m of funding
was transferred to the Department from the Department of Urban
Services in late June 1999.  The amount being carried forward to
1999-2000 is $0.624m; and

•  Science and technology upgrade was completed at a cost lower than
projected.  In addition to the savings achieved some funding was
carried over to 1999-2000 for additional upgrading to take place
during the school holiday period.

Department of Education and Community Services

1998-99 Territorial Capital Works Expenditure

Budget
$000

Actual
$000

Grant to ACT Rugby Union for training centre 1,500 230
Grant to Canberra and District Rugby League 1,700 0
Grant to ACT Hockey – Lyneham Hockey Centre 0 1,000

TOTAL TERRITORIAL 3,200 1,230

Conclusion

The nature of capital works is such that projects will not necessarily be
completed in accordance with planned time frames.  However, despite this
inherent uncertainty the level of under expenditure by the Department in
1998-99 is considered to be unusually high.
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34. EXECUTIVE

34.1 INTRODUCTION

The ACT Executive is administered by the Chief Minister’s Department.
An appropriation is made to the Executive Appropriation Unit for salaries
and administrative expenses associated with Ministers and the staff of
Ministers.

34.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
20 August 1999.

35. EXHIBITION PARK IN CANBERRA

35.1 INTRODUCTION

The National Exhibition Centre Trust is a statutory authority established
under the National Exhibition Centre Trust Act 1976.  It is responsible for
managing the Exhibition Park in Canberra (EPIC). The major objectives of
the Trust as set out in the Act are to:

•  manage the Centre and conduct exhibitions, sporting, recreational and
cultural activities and any other activities approved by the Minister; and

•  provide buildings and other facilities as appropriate to conduct the
activities described above.

35.2 SIGNIFICANT FINDINGS

•  EPIC has made operating losses, before abnormal items, over the past
three years of $248,000 (1998-99); $174,000 (1997-98); and $374,000
(1996-97);
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•  Excluding the Community Service Obligation Payment, EPIC’s
revenue decreased by 6.6 % whereas its expenses fell by only 1.6 %;
and

•  EPIC’s short term financial position further improved as a result of
continuous Government funding through Community Service
Obligation payments to the organisation in recognition of its
non-commercial activities.

35.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
6 October 1999.

35.4 ANALYSIS OF FINANCIAL DATA

The table on the following page summarises EPIC’s Operating Statement.
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Exhibition Park In Canberra
Summary Operating Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Operating Revenue
Exhibitions and Shows 539 508 588
Lease Rental 298 262 263
Other Activities 198 381 129
Community Service Funding 292 292 0
Other 475 464 340

1,802 1,907 1,320
Operating Expenditure
Repairs and Maintenance 312 304 286
Depreciation 538 506 428
Event Costs 106 237 54
Salaries and Wages 573 535 509
Rates 97 121 104
Other 423 379 313

2,049 2,082 1,694
Operating Profit/(Loss) before
Abnormal Item(s) (247) (175) (374)
Abnormal Item(s) 0 0 1,428
Operating Profit/(Loss) after
Abnormal Item(s) (247) (175) 1,054

Revenue

Operating revenue decreased by $105,000 or 5.6% in 1998-99.  The
decrease was mainly due to the decline in revenue from other activities
offset by increases in exhibitions and shows, and lease rental.  EPIC
continued to receive the same amount in Community Service Obligation
payment of $292,000 from the Government in recognition of the cost of
EPIC’s non-commercial activities, which support a number of long term
licensing agreements made on terms and conditions favourable to the
community.
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Expenditure

Total expenditure for 1998-99 was $2.05m.  This represents a decrease of
$33,000 against the previous year’s figure.  The decrease is mainly
attributable to a significant decline in event costs of $131,000 due to fewer
events and less related costs incurred during the year.  However, the
decrease was partly offset by increases in other operating expenditure,
including repairs and maintenance, depreciation, salaries and wages and
other.

Conclusion

The financial performance of EPIC declined from a loss of $174,000 in
1997-98 to a loss of $248,000 in 1998-99.  The increase in the operating
loss was mainly due to the decline in revenue.  While total expenses fell by
only 1.6%, EPIC’s operating revenue decreased by 5.6%.  Without the
Community Service Obligation payment, the net decrease in revenue was
6.6% and the result would have been a loss of $539,000 ($467,000 in 1997-
98).

35.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last three years are presented in the table on the following page.
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Exhibition Park In Canberra
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$000 $000 $000
Current Assets
Cash 370 176 0
Receivable 107 61 50
Other 0 26 23

477 263 73
Current Liabilities
Sundry Creditors 134 103 145
Bank Overdraft 0 0 122
Other Current Liabilities 118 141 121

252 244 388
Current Ratio 1.9 to 1 1.1 to 1 0.19 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities and preferably to have up to at least 50% more current
assets than current liabilities.

EPIC’s current ratio has improved from 1.1 to 1 to 1.9 to 1, which is
slightly above the usually desired minimum.  The cash balance has
increased significantly.  The improvement in cash flow position was due to
a receipt of the Community Service Obligation payment of $292,000 and
better cash management.

35.6 CAPITAL WORKS

EPIC received a capital injection of $900,000 to cover expenditure on
minor new capital works.  The full amount of the budget was spent on
various projects.
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36. FORESTS

36.1 INTRODUCTION

ACT Forests acts as a public trading enterprise providing commercial
forestry industry products.  It manages 26,900 hectares of land, which
includes 15,700 hectares of commercial pine and eucalypt plantations
within the Territory.  The plantations supply raw materials to local timber
mills on a commercial basis.  ACT Forests also maintains recreational areas
in the forests for the Canberra community and sporting events.

36.2 SIGNIFICANT FINDINGS

•  In 1998-99 ACT Forests’ operating loss before abnormal items was
$1m which compares unfavorably to the budgeted loss of $673,000
and the previous year’s loss of $178,000;

•  ACT Forests has returned operating losses every year since
1991-92, and has budgeted for future losses until 2001-02; and

•  Log sales have increased from $8.1m in 1997-98 to $9.1m in
1998-99.  As a result of additional revenue from log sales, there
were extra costs and expenses associated with log harvesting,
haulage and log purchases.

36.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion with an Emphasis of Matter was provided to
the Minister for Urban Services on 1 October 1999.  The “Emphasis of
Matter” related to the existence of an inherent uncertainty regarding
valuation of plantation growing stock.

36.4 FINDINGS FROM THE AUDIT

As a result of the audit some minor instances were identified where the
internal controls could be improved.  These instances have been notified to
management with appropriate recommendations.
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36.5 FINANCIAL ANALYSIS

The following table summarises ACT Forests Operating Statement for
1998-99 and includes figures for the two preceding years to enable
comparisons to be made.

Forests
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Operating Revenue
User Charges – Non Government
Log Sales 9,075 8,108 6,960
Other 236 306 254

8,577 9,311 8,414 7,214
User Charges – Government
Public Use of Forests 520 470 410
Other 174 211 221

1,499 694 681 631
Interest 10 32 17 8
Resources Received Free of Charge 17 850 49 0
Other 44 120 0 6

10,147 11,007 9,161 7,859
Operating Expenditure
Employee & Superannuation Expenses 2,561 2,503 2,650 2,420

Administrative Expenses
Harvesting and Haulage 4,048 3,333 3,192
Plantation Establishment & Tending 1,590 901 510
Log Purchases 907 673 510
Vehicle and Plant Fleet 526 590 468
Insurance 850 0 0
Other 1,181 852 578

7,925 9,102 6,349 5,258
Depreciation 193 194 199 246
Interest 141 140 138 177
Other 0 93 3 40

10,820 12,032 9,339 8,141
Operating Result Before Abnormals (673) (1,025) (178) (282)
Abnormal Items 0 340 0 0
Operating Result (673) (685) (178) (282)

Note: No detailed budget breakdown available in the Budget Papers for 1998-99.
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Comments follow on the major sources of revenue and expenditure, which
varied significantly from previous years.

Revenue Items

ACT Forests’ revenue for the year totaled $11m.  This is $1.8m greater
than the previous year and $860,000 higher than budget.

Revenue from User Charges Non Government in 1998-99 was $9.3m.
This represents 85% of total revenue for the year and is a $897,000
increase on the 1997-98 figure.  The additional revenue is primarily due to
increased export demand, which resulted in an increase in log sales from
$8.1m in 1997-98 to $9.1m in 1998-99.  Thus total revenue from User
Charges Non Government exceeded budget by $734,000.

Resources Received Free of Charge of $850,000 is the 1998-99 Risk
Management Fund insurance levy paid by the Department of Urban
Services on behalf of ACT Forests.  This payment was not required in prior
years.

Expenditure Items

Total expenditure for 1998-99 was $12m, which was $1.2m over budget
and $2.7m greater than the 1997-98 figure.  The increase can be attributed
to additional Administrative Expenses.

Administrative Expenses at $9.1m accounted for 76% of total expenditure
in 1998-99.  This represents a $2.8m increase on the 1997-98 figure and a
$1.2m increase on the 1998-99 budget.  The increase in administrative
expenditure is mainly attributable to additional Log Harvesting and
Haulage and Log Purchases as well as increased costs associated with
Plantation Establishment and Tending.

Expenses for Log Harvesting and Haulage and Log Purchases increased
by 21% in 1998-99, which compares unfavorably with the 12% rise in Log
Sales revenue for the same period.  The profit margin on Log Sales was
lower than normal sales revenue due to two main reasons.  Firstly there
was increased haulage and transportation costs of export sales and secondly
there was a need for ACT Forests to purchase additional logs to meet
demands by the local mills and export contracts.  However the profit
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margin for on-sale of these logs was lower because of an associated royalty
cost.

As a result of increased Log Sales, additional costs associated with the
plantation rehabilitation program were incurred.  Expenditure on
Plantation Establishment and Tendering increased by $689,000 or 76.5%
compared to the 1997-98 figure.

Employee Expenses declined by $147,000 compared to the previous year.
The decrease is mainly due to less overtime payments made to staff for
standby duty during high fire risk days.  There was a milder fire season
during 1998-99 summer than in previous year.   

36.6 OPERATING RESULT

Profitability

In 1993 ACT Forests identified the need to implement a plantation
rehabilitation program.  The aim of this program was to replenish the
forests stocks to a commercially sustainable and profitable level.  As a
result of this, ACT Forests have incurred additional costs related to the
silvicultural program over the past 9 years.  These additional costs have
contributed to the generation of operating losses recorded by Forests every
year since 1991-92.

Forests recorded an operating loss before abnormal items of $1m compared
to a loss of $178,000 in the previous year.  The loss for 1997-98 was
significantly less than the current year mainly due to small amount of
silvicultural work undertaken as a result of a drought year.  The loss before
abnormal items for the year was greater than the budgeted loss before
abnormals of $673,000.  The operating result, after recognition of abnormal
revenue of $340,000 relating to reversal of workers compensation liability
provided for in prior years, was a net loss of $685,000.  At this stage
Forests has budgeted for operating losses until at least the year 2001-02.

36.7 VALUATION OF THE PLANTATION GROWING STOCK

The valuation of growing stock is a complex matter.  The current valuation
is based on a simulation model with several assumptions.
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While the valuation method adopted by ACT Forests is not unreasonable
there are various other methods which could also be used.  These
alternative methods may result in materially different valuation figures
being presented for Plantation Growing Stock than those currently
presented.

Given the uncertainty that exists in respect of how forest plantations should
be valued, the uncertainty was brought to the attention of financial
statement readers via an ‘Emphasis of Matter’ in the audit report for this
year.  Similar ‘Emphasis of Matter’ was also included in the 1997-98 audit
report.

ACT Forests planned to adopt the new Australian Accounting Standard
AAS 35, Self Generating and Regenerating Assets to address the issue of
the valuation of forest stock during 1998-99.  This Standard applies to all
financial statements prepared on or after 30 June 2001.  However, due to
the complexity of the new valuation model and inadequate cost data, ACT
Forest could not finalise the new valuation model for inclusion in the
1998-99 financial statements.  ACT Forests aim to revalue plantation stock
for inclusion in the 1999-2000 financial statements.

36.8 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
are presented in the table on the next page.  For the purposes of assessing
ACT Forests financial position, Plantation Growing Stock has been
excluded from Current Assets.
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Forests
Current Assets and Liabilities

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Current Assets
Cash 90 67 573
Receivables 1,106 1,017 822
Investments 400 400 0
Inventories 96 50 80
Prepayments 149 81 109

1,841 1,615 1,584

Current Liabilities
Creditors 333 200 373
Borrowings 30 30 30
Employee Entitlements 419 391 362
Other 215 189 236

997 810 1,001
Current Ratio 1.8 to 1 2.0 to 1 1.6 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities and preferably to have at least 50% more current assets
than liabilities.

As can be seen from the table above, in 1998-99 ACT Forests has a
satisfactory current ratio of 1.8 to 1.  The ratio has slightly deteriorated
from the previous year’s ratio of 2 to 1.  Although ACT Forests has been
regularly returning losses, it is still in a satisfactory short-term financial
position.

36.9 CAPITAL WORKS

Forests received capital injections of $200,000 to cover the expenditure on
capital works.  The full amount of the budget was spent on various projects
during the year.
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37. GOLD CREEK COUNTRY CLUB

37.1 INTRODUCTION

The development of the Harcourt Hill Estate is being performed as part of a
joint venture agreement between the ACT Government and Cygnet
Corporation Pty Limited.  This development is comprised of residential
development and a championship golf course.

On 24 December 1997 the ACT Government acquired full ownership of
the golf course and the outstanding shares in Gold Creek Country Club Pty
Limited, the manager of the golf course.  Gold Creek Country Club Pty
Limited continues to be responsible for the management of the golf course.
The Office of Asset Management has overall responsibility for Gold Creek
Club Pty Limited and the golf course.

Fees from the golf course, bar and shop sales are the major sources of
revenue for the Club.  Major expenses relate to the maintenance of the golf
course, employee expenses etc.

37.2 AUDIT OF THE 1998 FINANCIAL STATEMENTS

An unqualified audit opinion was issued on 1 September 1999.

37.3 OPERATING RESULT

The Gold Creek Country Club Pty Limited made an operating loss before
abnormal items of $0.4m (1997-98 $0.4m loss).  The club had a net asset
deficiency and accumulated losses of $0.5m at 30 June 1999 (1997-98
$0.1m) and is reliant on ACT Government support to continue operations.

37.4 CAPITAL WORKS

In 1998-99 the Office of Asset Management received a capital injection of
$3m for capital works to be undertaken at the Gold Creek Country Club
(construction of clubhouse).  At year end the clubhouse was still under
construction with an expected completion date of December 1999.  At
30 June 1999, $1.382m had been expended on this project.
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38. GUNGAHLIN DEVELOPMENT AUTHORITY

38.1 INTRODUCTION

The Gungahlin Development Authority was established by the Gungahlin
Development Authority Act 1996.  The main objective of the Gungahlin
Development Authority is to ensure that the Gungahlin Central Area and
Town Centre is developed in accordance with the principles and policies
set out in the Territory Plan in order to provide for the social and economic
needs of the community.  The Gungahlin Development Authority is
expected to act on a commercial basis.

38.2 AUDIT OF THE FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Treasurer on
8 September 1999.

38.3 FINANCIAL ANALYSIS

The table on the next page summarises the Authority’s Operating
Statement.
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Gungahlin Development Authority

Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Revenue
Land Sales 5,300 0 5,401 0
Interest 40 57 32 5
Land Contribution from
ACT Government 0 1,424 50 0
Contract Revenue 0 5,712 0 0
Other 0 9 0 0

5,340 7,202 5,483 5
Expenditure
Cost of Land Sales 760 1,424 435 0
Contract Costs 0 3,974 0 0
Employee Expenses 266 249 268 210
Administration Expenses 88 126 91 54
Depreciation 0 8 0 0
Infrastructure to be
Returned to the Territory 4,000 66 3,657 0
Yerrabi Ponds Park 250 172 700 0
Other 337 307 261 180

5,701 6,326 5,412 444

Operating Surplus/(Loss) (361) 876 71 (439)

Comment follows on the major sources of revenue and expenditure items
that show significant variations from prior year results.

Revenue Items

Land Sales - The 1998-99 budget was predicated on the basis that there
would be receipts from the development of the first housing in the Town
Centre 1 and from the sale of the Palmerston Four estate.  The development
of the first housing in the Town Centre 1 was deferred to 1999-2000.
While the development of Palmerston Four began during the year the land
sales revenue originally budgeted will now occur in 1999-2000.
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Contract Revenue - Contract revenue is recognised on the exchange of
contracts and as a result $5.7m was received representing the Authority’s
50% interest in the Palmerston Four Joint Venture.  This amount was not
originally budgeted for.

Land Contribution from ACT - During 1998-99 the Authority received a
parcel of land to the value of $1.4m that had been gazetted for sale.  A
corresponding expense is shown as Cost of Land Sales.  This cost
represents the cost of acquisition, development costs and costs during
development.

Total Revenue

The Authority’s total revenue for the year was $7.2m (1997-98 $5.5m)
which reflected growth in the Authority’s operations from the previous
year the majority of this being related to the Palmerston Four Joint
Venture.

Expenditure Items

Contract Costs - The $3.97m expenditure represents the Authority’s 50%
interest in the Palmerston Four Joint Venture output that were brought to
account in 1998-99.  The Palmerston Four Joint Venture is largely expected
to be completed in 1999-2000.

Infrastructure to be returned to the Territory – the Authority is required to
return to the Government once infrastructure is completed and passed to
the Authority by developers.  The $66,372 expenditure in 1998-99 related
to an increase in works associated with Section 8 Gungahlin.  The
infrastructure relating to the Palmerston Four Joint Venture was not
brought to account, as the revenue was not recognised in 1998-99.  An
expense will be recognised in 1999-2000 for the 226 blocks in the
Palmerston Four estate.

Yerrabi Ponds Park — During 1998-99 the Authority spent $172,000 on
the development of a park within the Gungahlin Central Area.

Total Expenditure

Total expenditure for the year was $6.3m, which was above the budget of
$5.7m and the previous years amount of $5.4m.  The difference between
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budget and actual amounts is mainly because of the commencement of the
Palmerston Four Joint Venture.

Operating Result

The Authority achieved an operating profit for the year of $876,317
compared to a profit of $70,517 in the previous year and a budgeted loss of
$361,000.  The improvement stems from revenue generated from the
Palmerston Four Joint Venture being more than was originally budgeted.

Conclusion

The Authority has exceeded its budget expectations in 1998-99 due to
additional land sales.  It has budgeted for continuing operating profits as
the long term objectives of the Authority are achieved.

38.4 SHORT TERM FINANCIAL POSITION

A current ratio representing the ratio of current assets that will convert to
cash in the short term and to current liabilities that will have to be met in
cash in the short term, is indicative of the Authority’s ability to meet its
obligations in the short term.  Details of the current assets and liabilities
and the current ratio for the last two years are presented in the table on the
following page.
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Gungahlin Development Authority
Current Assets and Liabilities

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Current Assets
Cash 201 341 444
Receivables 13,844 3,909 815
Inventories 26 0 385
Investments 949 1,060 0
Other 21 118 7

15,041 5,428 1,651
Current Liabilities
Creditors and Accruals 3,231 78 39
Employment Entitlements 35 34 30
Borrowings 1,239 0 800
Other 9,340 4,357 0

13,845 4,469 869

Current Ratio 1.1 to 1 1.2 to 1 1.9 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  The ratio at the Gungahlin Development Authority is 1.1 to
1 that indicates an acceptable short-term financial position.

38.5 CAPITAL WORKS

During the financial year the Authority received $300,000 by way of a loan
from the ACT Government for design fees relating to the construction of
the Southern Boulevard.  At 30 June 1999, the Authority had spent
$209,991 on this project which is included in the Authority’s financial
statements as an asset Right to Receive Infrastructure.

Palmerston Four Joint Venture

The Palmerston Four Joint Venture is a housing estate development of 226
blocks being a joint venture between the Gungahlin Development
Authority and the Palmerston Builders Group Unit Trust.  The respective
parties have a 50% share in the operating result and assets and liabilities of
the joint venture.
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The development of Palmerston Four began during the 1998-99 financial
year with the Joint Venture expecting to be largely completed in 1999-
2000.  The Joint Venture reported an operating profit and net assets of
$3.4m for the 1998-99 financial year.

39. HEALTH AND COMMUNITY CARE
DEPARTMENT

39.1 INTRODUCTION

The Department plans and implements health policy and provides public
health services.  It plans and purchases services to meet the needs of
residents of the Canberra region, and evaluates those services.  The
Department also provides support and information to the Government,
other agencies and individuals.

39.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Health and
Community Care on 27 September 1999.

39.3 SIGNIFICANT FINDINGS

•  overall, the Department managed to its operating budget; and

•  the Department’s capital expenditure was $1.2m higher than
budgeted because of underestimation of costs on a project.

39.4 FINANCIAL ANALYSIS

Departmental Transactions

The table on the next page summarises the Department’s Operating
Statement.
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Department of Health and Community Care
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
REVENUE
Government sources
Payments for health care services 318,470 321,426 282,673
Liabilities assumed by government 0 0 1,808
Resources received free of  charge 868 411 678

319,338 321,837 285,159
Revenue form other sources 45,698 50,040 47,695
Total Revenue 365,036 371,877 332,854

EXPENDITURE
Administrative expense
ACT Community Care – health services 55,497 48,539
The Canberra Hospital – hospital services 201,332 175,679
Property and rental expenses 1,485 1,223
Legal expenses 296 652
Clinical expenses 906 687
Consultants/Contractors fees 1,090 686
Insurance 3,910 0
Business Service Bureau support 539 444
Other administrative expenses 4,244 3,631

259,504 269,299 231,541

Employee expenses 17,037 17,034 16,728
Other expenditure
Calvary Hospital 46,240 43,658
Grants to non government organisations 27,621 23,224
Legal settlements 953 3,290
Other 264 111

78,561 75,078 70,283
Depreciation 370 370 369
Cost of goods sold 9,879 10,896 9,585
Other 117 117 1

365,468 372,794 328,507
Operating Surplus/(Loss) before Abnormals (432) (917) 4,347
Abnormal item 0 (950) (8,337)
Operating Loss (432) (1,867) (3,990)

Note: To facilitate comparison with the 1998 actual result, the Injection for Operating Requirements (budget and 1999
actual $14.831m) has been included in government payments for health care services. The budget figures have been
amended to show the receipt and payment of injections to agencies separately.  (These had been offset in the budget
papers).
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Comments follow on major sources of revenue and expenditure, which
show significant variations from budget and/or the previous year.

Revenue Items

At $371.9m total revenue was greater than budget of $365m by $6.9m and
greater than the previous year of $332.9m by $39m.

Revenue Comparison to Budget

Government payments for health care services were greater than budget by
$2.9m (<1%), mainly reflecting additional funding provided to The
Canberra Hospital.

User charges non ACT government were greater than budget by $3m (9%).
The increase was principally due to a $2.3m increase in cross border
revenue from NSW being for prior year adjustments (1995-96, 1996-97
and 1997-98).

Revenue Comparison to Prior Year Actual

Government payments for health care services of $321.4m were greater
than the previous year of $282.7m by $38.7m.  The major components of
this increase were the funding for superannuation obligations ($21.9m), the
new insurance levy arrangements ($4.250m), funding from the
Commonwealth for specific purpose payments ($5.129m) and new
initiatives.

Superannuation liabilities assumed by government no longer applies as
funding for superannuation was provided to all government agencies for
the first time under the financial reform model in 1998-99.

Expenditure Items

At $372.8m total expenditure was greater than the budgeted expenditure of
$365.5m by $7.3m and greater than the previous year of $328.5m by
$44.3m.
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Expenditure Comparisons to Budget

At $269.3m, administrative expenditure (including payments to The
Canberra Hospital and ACT Community Care) was greater than the budget
of $259.5m by $9.795m.  The increase on budget relates to increased
funding for Commonwealth projects that was not included in the Budget
(including increases to the Australian Health Care Agreement) and an
additional injection for operating requirements of $4.8m for The Canberra
Hospital.

Expenditure Comparisons to Prior Year

Total expenditure of $372.8m was $44.3m greater than the prior year figure
of $328.5m.

Administrative expenses increased $37.8m over the prior year figure.  The
major components were superannuation obligations ($21.9m) (The
Canberra Hospital and ACT Community Care component was included in
the purchase of health services payment), insurance levy of $4.250m,
onpassing of additional funding from the Commonwealth for specific
purpose payments and an additional injection for operating requirements of
$4.8m paid to The Canberra Hospital.

Other expenditure increased $4.8m over the prior year figure.  A number of
factors have given rise to this increase including payments to Calvary
Hospital ($2.582m) for increased throughput, increased payments to Non
Government Organisations ($4.397m) full year effect of payments to
COOOL (Canberra’s Own Options of Living), CarePlus and award
increases, offset by a reduction in Legal Expenses and Settlements
($2.337).

Operating Result

The Department recorded an operating loss of $1.9m compared to a
budgeted loss of $0.4m.  Included in the Department’s operating loss is an
abnormal expense of $0.950m relating to the disposal of the ACT Hospice
and Residence.  Taking the abnormal expense into account, it is considered
that the Department managed its budget in an overall sense.
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Territorial Transactions

Revenue Items

Territorial revenue other than amounts received from the Central Financing
Unit and Commonwealth grants comprised.

Department of Health and Community Care
Territorial Revenue

1998-99
Budget

$000

1998-99
Actual

$000

1997-98
Actual

$000

Fees and Fines 374 420 388
Revenue from the National Capital
Private Hospital 0 22 2,100

374 442 2,488

39.5 CAPITAL WORKS

Expenditure on capital projects was budgeted at $14.311m, comprising
payments to agencies for capital projects of $11.280m (actual $10.064m)
and departmental capital projects of $3.031m (actual $4.247m).

Department of Health and Community Care
Capital Works Funding Provided to Agencies

1998-99
Budget

$m

1998-99
Actual

$m

The Canberra Hospital 7.706 6.490
ACT Community Care 3.574 3.574
Total Capital Works Funding Provided to Agencies 11.280 10.064
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Details on the capital projects undertaken and the actual expenditure by the
agencies are included in the chapters on the individual agencies.

Department of Health and Community Care
Departmental Capital Works

1998-99
Budget

$m

1998-99
Actual

$m

Minor New Works 0.186 0.134
Health Protection Service – co location 2.845 4.113
Total Capital Works – Departmental 3.031 4.247

Departmental capital expenditure was higher than budget because of an
underestimation of expenditure on the refurbishment of Howard Florey
Centenary House for the Health Protection Service.

The Department advised that “this was due to the original budget estimate
for Howard Florey Centenary House being prepared using a generic (not
specific) cost base for a laboratory refurbishment.  The estimates did not
fully account for costs of converting an old school to high tech
accommodation.  The higher cash requirement was managed through the
portfolio’s overall capital works budget, by providing in less funding to
The Canberra Hospital’s capital works program”.

Capital Works – Calvary Hospital

The Calvary Hospital spent an amount of $3.575m on its capital works
program in 1998-99.
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40. HEALTH AND COMMUNITY CARE
SERVICE

40.1 INTRODUCTION

The ACT Health and Community Care Service (the Service) is comprised
of ACT Community Care and The Canberra Hospital.  The Service was
established as a statutory authority under the Health and Community Care
Services Act 1996 (the Act).

The objectives of the Service as stated in the Act are to:

•  provide health and community care services for residents of the
Territory that promote, protect and maintain public health;

•  maintain quality standards of health and community care services;
•  take all measures to ensure the efficient and economic operation of its

resources; and
•  effectively coordinate the provision of health and community care

services.

The Service acts as a provider of health and community care services under
Service Purchasing Agreements with the ACT Department of Health and
Community Care, The Canberra Hospital and ACT Community Care.

40.2 1998-99 FINANCIAL STATEMENT AUDIT

An unqualified audit opinion was provided to the Minister for Health and
Community Care on 8 September 1999.

As the Service’s financial statements are a consolidation of The Canberra
Hospital and ACT Community Care no specific comment on the Service is
provided in this Report.
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41. HEALTHPACT

41.1 INTRODUCTION

Healthpact is the administrative entity of the ACT Health Promotion
Board.  The Board was established in November 1995 under the Health
Promotion Act 1995 (the Act).  The funding arrangements for the Board
were amended with effect from 1 July 1998 by the Health Promotion
(Amendment) Act 1998.  Under the amended legislation, payments to the
Health Promotion Board are based on the level of funding provided in the
1998-99 financial year adjusted for upward movements in the Consumer
Price Index.

The functions of the Board include the promotion of good health in the
community through sponsorship and the funding of activities related to the
promotion of good health and research and development projects.

41.2 SIGNIFICANT FINDING

•  Healthpact has not been fully successful in managing its finances to
its budget; for the third year actual expenses have exceeded
budgeted expenses.

41.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Health and
Community Care on 14 August 1999.

41.4 FINANCIAL ANALYSIS

The table on the next page summarises Healthpact’s operating statement
for 1998-99.
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Healthpact
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
REVENUE
Government Sources
Payment from Government for
Healthpact Services 2,149 2,149 2,149 2,059
Other Sources
Interest 35 29 45 46
Other 0 2 111 0

2,184 2,180 2,305 2,105
Expenditure
Employee Expenses 289 354 332 236
Administrative Expenses 200 207 325 114
Grants and Sponsorship 1,980 1,941 2,029 1,883

2,469 2,502 2,686 2,233
Operating Loss (285) (322) (381) (128)

Expenditure for 1998-99 increased from budget by $33,000 (1.3%) due to
increases in employee expenses ($65,000) and administrative expenses
($7,000), offset by a reduction in expenditure for Grants and Sponsorship
payments ($39,000). Revenue for 1998-99 decreased from the previous
year’s figure, which included a one-off amount of $100,000 from the
profits of the Australian Masters Games.

Conclusion

From the audit review of the financial statements and the explanations for
variations from budget and the previous year’s figures, the conclusion has
been drawn that Healthpact, was not fully successful in managing its
finances to its budget.
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41.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
of the last three years are presented in the following table.

Healthpact
Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Current Assets
Cash 254 553 919
Receivables 2 0 2

256 553 921
Current Liabilities
Creditors 14 7 19
Employee Entitlements 44 37 23

58 44 42

Current Ratio 4 to 1 13 to 1 22 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

As can be seen from the table, at the end of 1998-99 Healthpact has a
current ratio of 4 to 1.  The table shows declining current ratios as a result
of losses over the last three years.  The viability of Healthpact is not in
question in the short term.  However, the operations of Healthpact cannot
be sustained at current levels of activity in the medium term if losses
continue.
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42. HOUSING

42.1 INTRODUCTION

ACT Housing provides property management and tenancy management
services for public housing in accordance with the Housing Assistance Act
1987 and the Commonwealth State Housing Agreement (CSHA) 1989.
The services provided include information to tenants and prospective
tenants on available housing assistance options, assessment of eligibility
for public housing and assessment and provision of rental assistance to
eligible tenants.

Housing also manages the Territory’s public housing assets, including the
acquisition, disposal, redevelopment and repairs, maintenance and
improvement of those assets.

42.2 SIGNIFICANT FINDINGS

•  During 1998-99, the Government has transferred 83 properties to
Community Housing Canberra Limited (CHCL) at a value of $9.1m;
one property valued at $643,000 was transferred to Abbeyfield Society;
all these properties are on long-term leases;

•  Housing did not comply with its policy on rental review periods;

•  A further 7 units of the 85 units constructed at Braddon Garden
residential unit development were sold in 1998-99;  The joint venture
currently has sixteen unsold units worth $1.5m remaining in the
development; the units are currently being leased to tenants at market
rates;

•  Housing’s capital works program was almost $10m below budget
because of delays;

•  Expenditure on Repairs and Maintenance of housing stock was
managed to budget in 1998-99 but fell by $3.5m or 16% compared to
1997-98;
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•  Housing’s property portfolio was revalued on 31 March 1999; the
indicative value has been assessed at $1.223b or a net increase in stock
value of $17m; and

•  Overall, Housing managed reasonably its operations to budget during
1998-99.

42.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 1 October 1999.

42.4 FINDINGS FROM THE AUDIT

As a result of the audit, instances were identified where the operations of
Housing could be improved or where internal controls could be enhanced.
These instances have been advised to management with appropriate
recommendations.

42.5 CHANGES IN OPERATIONS

The major changes in the financial statements of ACT Housing reflect the
following transfer arrangements from 1 July 1998:

•  Transfer of the home loan portfolio to the Office of Asset
Management; and

•  Transfer of Housing’s purchaser and policy functions to the
Department of Urban Services (DUS). Under the new purchaser-
provider arrangement, DUS is now responsible for providing policy
advice on housing and housing assistance issues, which were
performed by Housing in prior years.

The above transfer arrangements have significant impacts on Housing’s
financial statements for 1998-99 and future years as well.  The transfer of
home loan portfolio has reduced its interest revenue and expenses as well
as reduced its loan receivables and related borrowings.
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As a result of the purchaser-provider arrangement, all related Territorial
revenues and expenses, such as Commonwealth Government Grants and
the related payments to Community Housing and Supported
Accommodation Assistance Programs, were transferred to DUS.

Details of the above mentioned financial impacts on Housing’s financial
statements are outlined in the following paragraphs.  The following table
summarises Housing’s Operating Statement.

Housing
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
REVENUE
Government Sources
User Charges – ACT Govt. 19,362 19,240 28,370 23,376

Other Sources
Rent Revenue Net of  Rebates 47,417 44,662 45,839 47,034
Interest 400 1,096 15,064 21,086
Other      957   3,889   2,182      974

48,774 49,647 63,085 69,094
68,136 68,887 91,455 92,470

EXPENDITURE
Employee Expenditure 12,343 12,275 13,013 13,861
Administrative Expenses
Accommodation 1,645 2,043 2,004
Repairs and Maintenance 18,878 22,405 11,074
Rates 12,141 12,348 12,130
Other 9,059 7,799 6,679

42,648 41,723 44,595 31,887
Other Expenses
Depreciation & Amortisation 24,906 21,042 24,704 27,767
Interest 6,594 6,598 16,122 18,425
Other   2,637   5,647   5,999   5,074
Total Expenditure 89,128 87,285 104,433 97,014

Operating Loss before Abnormals (20,992) (18,398) (12,978) (4,544)
Abnormal Item(s) 0    (9,756)       984 (3,616)
Operating Loss after Abnormals (20,992) (28,154) (11,994) (8,160)
Injection for Operations 2,870 2,870 0 0
Operating Loss (18,122) (25,284) (11,994) (8,160)

Note: The breakdown of 1998-99 Administrative Expenses was not provided in the Budget Papers.



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

178

Comments on significant revenue and expenditure items are as follows.

Revenue Items

Total revenue this year fell by $22.6m or 25% from last year.  The main
reasons for the variation relate to significant reductions in User Charges
ACT Government and Interest revenue.  Compared to budget, total revenue
is slightly higher by 1.1%.

User Charges ACT Government replaces Government Payment for Outputs
funding as a result of the implementation of the purchaser-provider model.
ACT Housing, being the provider, now receives its ‘grant funding’ from
the purchaser (DUS) under this item.

There was a $9.1m or 32% reduction in Government funding provided to
Housing compared with the previous year.  The decrease was mainly due to
funding of $4.9m in 1997-98 for the “Better Cities” Program not being
received this year.  In addition, $2.9m was separately recognised this year
as Injection for Operations under the comparative-pricing model.  The
balance of about $1.2m represents payment of moneys to the purchaser
(DUS).

Rent Revenue Net of Rebates is calculated by subtracting rental rebates
from the gross market value of rent for the year.  This item fell by $1.2m
(3%) to $44.7m from 1997-98 due to the delay in implementing the review
process and as a result of the transfer of 83 properties to Community
Housing Canberra Limited (CHCL) and one property to Abbeyfield
Society.

Housing’s policy requires that Housing allows rental charges to be current
for a maximum of 12 months for certain income types, such as Old Age,
Disability and Veteran’s pensions.  Rentals being paid by tenants receiving
any other income types are to be reviewed each six months.

With reference to the Auditor-General’s Report Number 5, 1998, titled
Management of Housing Assistance, tabled in the Assembly in October
1998 it was found that in most cases rental reviews were being done at 12
month intervals (page 86).  The same problem was also noted during the
1998-99 financial year.
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1998-99 Rent Revenue was $2.7m below budget.  Revenue had been
budgeted in anticipation of a general rent increase to 25% of tenant’s
weekly income instead of being based on a sliding scale that commenced at
23.5%.  Housing advised that “delays in rent reviews and the effect of
relocating tenants from MacPherson Court prior to its transfer to CHCL
(actual transfer made after 1998-99 financial year) contributed to the
reduction.  The effect of the relocation prior to transfer of MacPherson
Court was not included in the budget”.

Interest Revenue fell from $15.1m in 1997-98 to $1.1m in 1998-99
following the transfer of the home loan portfolio to OAM.  However this
was $696,000 more than budget due to higher-than-anticipated cash
balances available for investment throughout the year.

Other Revenue increased by $1.7m or 78% in 1998-99 compared to last
year mainly because of surplus on property sales.  The good sales price of
properties reflected a growing confidence in the local market.  The actual
figure was $2.9m more than the budget due to the complexity in
forecasting the results of property sales.  The actual sites for sale could not
be pre-determined as they were dependent on a number of factors such as
tenant vacancies, property condition for further tenanting, and the real
estate market.

Expenditure Items

Total expenditure fell by $17.1m (16%) over the previous year.  Compared
to budget, total expenditure was reduced by $1.8m or 2.1%.

Employee Expenses decreased by 6% over last year and slightly less than
the budget due to a conservative approach to filling vacant positions.

Administrative Expenses decreased by $2.9m or 6% compared to the
previous year.  The decrease was the result of a notable reduction in repairs
and maintenance expenditure by $3.5m.  Housing advised that
“expenditure was accurately managed to budget during the year, whereas,
the budget was overspent in 1997-98 year”.  In addition, Accommodation
expense slightly decreased due to a reduction in office space because of the
transfer of the home loan portfolio.
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The decreases mentioned are slightly offset by an increase of $1.2m in
Other Administrative Expenses, represented by the payment this year of
Housing’s insurance premium ($860,000) and archive/postage services fee
to ACT Registry.

Depreciation and Amortisation is down by $3.6m or 15% versus last year
due to the overall reduction in depreciation charges as a result of the fall in
dwelling values.

Interest Expenses relate primarily to interest incurred on Commonwealth
and ACT Government loans.  The transfer of the home loan portfolio to
OAM reduced Interest Expenses from $16.1m last year to $6.6m this year
– a fall of 59%.  The actual figure this year is almost identical with the
budget.

Other Expenses this year is higher than the budget by $3.0m.  The increase
was mainly due to the costs of demolitions ($2.1m this year), which were
not budgeted.  During the year, rental properties that were below an
acceptable standard and were uneconomical to maintain were demolished
and the vacant site either sold or developed.  The increase in demolitions
this year to $2.1m from $313,000 last year is offset by the decrease in
Grants and Compensation of $2.6m due to the purchaser-provider
arrangement.

Abnormal Item

The Abnormal Item this year relates to the value of 83 properties
transferred on long term lease to CHCL and a property leased to the
Abbeyfield Society totaling $9.8m.  This amount was not budgeted.

The agreement with CHCL required 200 dwellings to be leased to CHCL
with a target of 120 dwellings set for 1998-99.  As mentioned, only 83
properties were transferred as at 30 June 1999.  Among the reasons noted
for the delay are the management re-structuring in CHCL which put on
hold the transfers for several weeks, the more specific preferences required
by CHCL, the old age and poor condition of properties needing repairs and
maintenance, and a delay in finalising lease arrangements.
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Conclusion

The net effect of all the significant movements mentioned above is an
Operating Loss of $25.3m including an Abnormal Item for the transfer of
$9.8m worth of properties to the community housing sector.

Total revenue was less than the budget and last year’s result because of
property transfers and the absence of rent review process but was boosted
by surplus on sale of properties that were not factored into the budget.  The
single most significant contributor to the reduction compared with last year
is the fall in Interest Revenue as a result of home loan transfer.

Total expenditure was better than the budget and last year’s result due to
the implementation of strategies to contain Administrative Expenses, in
particular Repairs and Maintenance. Depreciation and Amortisation was
down due primarily to the downward revaluation of depreciable assets.
The most notable reduction that caused total expenditure to be significantly
less than last year is the decline in Interest Expenses due to home loan
transfer.

Based on the review of the financial statements and the explanations
supporting the variances, it can be considered overall that ACT Housing
has managed reasonably its departmental operations to budget.

42.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last two years are presented in the table on the following page.
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Housing
Current Assets and Liabilities

Actual Actual
1998-99 1997-98

$000 $000
Current Assets
Cash
Receivables
Investments
Inventories
Other

(793)
1,163

16,966
10,877

925

176
6,933

18,376
15,096

1,321
29,138 41,902

Current Liabilities
Creditors 4,689 2,803
Borrowings   3,646   23,188
Employee Entitlements 2,689 2,131
Other 1,386 1,316

12,410 29,438

Current Ratio 2.3 to 1 1.4 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in business.  That is, it is desirable to have current assets at least equal to
current liabilities and preferably, to have at least 50% more current assets
than current liabilities.

As can be seen from the table, Housing has a good liquidity position in
1998-99 of 2.3 to 1 and has improved compared to last year of 1.4 to 1.
The single most significant reason for the improvement is the reduction of
borrowings by $19.5m due to the re-structuring of loan administration.

42.7 PROPERTY PORTFOLIO

ACT Housing’s land and dwellings are revalued at 31 March each year to
incorporate valuation changes as a result of market conditions.  As a result
of the 31 March 1999 revaluation, the value of the property portfolio
increased by 1.4% or $17m.  The increase of $17m was made up of a
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$79.4m increase in the value of Land and a $62.3m decrease in the value of
buildings.

Housing – Number and Value of Land and Dwellings

Land
Land Value ($000)

Actual
1998-99

7,202
670,227

Actual
1997-98

7,483
593,462

Actual
1996-97

7,630
598,066

Number of Dwellings 11,987 12,209 12,289
Dwellings Value ($000) 537,260 603,990 638,175

ACT Housing’s properties range widely in value, depending on size,
condition and location.  The influence of these factors is illustrated in the
value of ACT Housing’s stock of 3 bedroom houses which range from
$62,000 to $491,000.

Rural properties are generally cheaper and range in value from $13,000 to
$55,000.  These lower values indicate that ACT Housing does not own the
land component for these properties.

42.8 TRANSFER OF PROPERTIES TO COMMUNITY HOUSING
SECTOR

In 1997-98, the Government decided to transfer 200 properties to
Community Housing Canberra Limited (CHCL) on long-term leases.  In
accordance with this decision, Housing transferred a total of 83 properties
to CHCL during the 1998-99 financial year.  The properties were
transferred at their fair value and amounted to $9.1m.  A further 117
properties would be transferred to CHCL throughout the financial year
1999-00.

Housing also transferred one property to Abbeyfield Society under a long-
term sublease and operating agreement.  The value of the property was
$643,000.
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These community housing organisations are responsible for the
management and control of the properties and tenancy matters but
ownership remains with Housing.

42.9 CAPITAL WORKS

The following table shows the actual expenditure compared to budget for
Departmental Capital Work and Work in Progress.

Housing – Departmental Capital Works

New Capital Works

Work in Progress

Budget
1998-99

$’000

23,765

10,884

Actual
1998-99

$’000

15,056

10,031

Total Departmental
Capital Works 34,649 25,087

Housing has advised that “the capital works program was predominantly
funded from the sale of rental properties older than 40 years.  Total cash
expenditure in 1998-99 was $9.6m less than the original budget estimates.
This was primarily due to unforeseen delays in development approvals
(especially appeals) for large projects; the refusal of two significant
development applications and a more rigorous financial analysis of
individual projects, which resulted in some withdrawals and meant that
replacement projects could not be finalised”.

42.10 JOINT VENTURE

ACT Housing entered into a joint venture (called Braddon Section 22 Joint
Venture) with Bobundra Pty. Limited in February 1993 to construct and
sell 85 units at Braddon.  Construction of the units was completed in 1995-
96 with 62 of the units sold by 30 June 1998.

During 1998-99, a further 7 units were sold generating a net profit from
sales of $77,000.  Housing currently has $1.5m worth of capital invested in
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the joint venture.  This amount represents Housing’s share of the remaining
16 unsold units which are currently being leased at market rentals to
tenants who may not be eligible for public housing.  These units are
intended for sale to private owners as market conditions become more
favourable.

During 1998-99, leasing of the unsold units generated a profit of $89,000.
The profit resulted from $212,000 in revenues and $123,000 in expenses.
Housing’s net return is 2.96% per annum on the capital invested, which
was slightly better than the return last year of 2.2%.

42.11 TERRITORIAL TRANSACTIONS

Territorial Revenue and Expenditure are now being handled by the
Department of Urban Services as a result of implementing the
purchaser/provider arrangement.  This year, Territorial items, such as the
$14.1m Commonwealth Grants for housing projects, was received by the
Department of Urban Services being the purchaser of housing functions.

43. INTACT GROUP

43.1 INTRODUCTION

InTACT (Information Technology in the ACT) commenced its formal
operations on 1 July 1996.  The primary objectives of InTACT are to
manage existing information technology infrastructure services on a whole
of government basis and deliver cost efficient infrastructure services to the
Government.

43.2 SIGNIFICANT FINDINGS

•  InTACT’s operating loss for 1998-99 was $7.6m compared with a
budgeted operating profit of $427,000;

•  InTACT did not operate to budget in 1998-99; InTACT’s budgeted
outcome for 1998-99 was never realistically achievable;
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•  InTACT has returned operating losses every year since its inception;
these were $7.6m in 1998-99, $15.3m in 1997-98 and $1.9m in
1996-97;

•  InTACT received $28m in borrowings to upgrade the Territory’s IT
infrastructure; almost $10m was used for other purposes to fund
InTACT’s’ operations in 1998-99;

•  A contractor received payments of $751,900 for consultancy services
in 1998-99; $118,000 in 1997-98 and $120,250 in 1996-97, resulting in
an overall payment of $990,150; the payments were made on the basis
of an informal agreement with InTACT management and did not
provide value for money; and

•  InTACT’s current ratio at year-end has improved from the previous
year; this was mainly attributable to increased investments that were
made possible through increased borrowings.

43.3 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Chief Minister on
20 September 1999.

43.4 FINDINGS FROM THE AUDIT

During the audit a number of instances were identified where InTACT’s
operations could be improved or where internal controls were not operating
satisfactorily.  These instances have been reported in a management letter
along with appropriate recommendations.

43.5 FINANCIAL ANALYSIS

The table on the following page summarises InTACT’s operating
statement.
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InTACT
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Revenue
Government Payment for Outputs 0 82 535
Liabilities Assumed by Government 0 0 1,352
Resources Received Free of Charge 0 126 1,108
User Charges
   ACT Government 52,421 38,888 27,074
   Non ACT Government 0 181 852
Interest 0 27 90
Other 3 1,445 2

52,424 40,749 31,013

Expenses
Employee Expenses 8,793 8,218 8,968
Superannuation Expenses 1,632 1,365 1,352

10,425 9,583 10,320

Administrative Expenses

   Voice and Data Line Charges 7,840 5,678
   Contractors & Consultants 9,548 5,726
   Software Licences and
Maintenance 2,739 2,136
   Other Communication Costs 1,102 1,105
   IT Facilities Charges 1,695 535
   Other 3,996 3,073

17,702 26,920 18,252
Depreciation 20,296 8,154 15,852
Interest 3,574 2,122 727
Other 0 1,545 1,172

51,997 48,324 46,323
Operating Result 427 (7,575) (15,310)

Note: A break up of budgeted Administrative Expenses is not provided in the budget papers for 1998-99.

Comments follow on the major sources of revenue and expenditure.
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Revenue Items

InTACT’s total revenue for 1998-99 was $40.7m, of which $39.1m came
from User Charges.  $38.8m of User Charges revenue was earned from
ACT Government agencies.  The majority of this revenue came from the
provision of IT services and the leasing of IT equipment.

User Charges revenue from ACT Government agencies in 1998-99 at
$38.8m was significantly below the budget figure of $52.4m.  The
budgeted revenue assumed a higher level of completion of the
modernisation program than actually occurred.  The budget shortfall
suggests that the information on which the budget was formulated was
inaccurate.  Poor budget formulation was also an issue in 1997-98.

Expenditure Items

In 1998-99, InTACT’s total expenses were $48.3m, of which $9.6m related
to Employee Expenses, $26.9m to Administrative Expenses and $8.1m to
Depreciation.  Of the $26.9m of Administrative Expenses, the largest item
was $9.5m for the employment of Contractors and Consultants ($5.7m in
the previous year).  The increase in Contractors and Consultants in
1998-99 is mainly attributable to the modernisation program.  Some
uncertainty regarding InTACT’s permanent staffing structure as well as
delays in the implementation of the modernisation program also
contributed to higher Contractors and Consultants costs.  Voice and Data
Line Charges and IT Hardware Purchases also increased in the current
year due to the modernisation program.

Despite the delays in modernisation, total Administrative Expenses were
$9.2m or 52% above the 1998-99 budget figure, raising doubts about the
formulation of the budget.

Depreciation for the year was $8.2m compared to a budget of $20.3m.  The
lower-than-budgeted depreciation was due to the modernisation program
moving more slowly than expected.
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Borrowings

In 1998-99 InTACT received borrowings of $28m from the Chief
Minister’s Department to fund the modernisation program and to upgrade
information technology infrastructure.  However, not all of this funding has
been used for capital purposes.  Of the $28m received, $4.0m was used to
purchase property, plant and equipment, $6.8m for capital works in
progress, and $7.6m was invested.  The balance of $9.6m was used for
operational purposes.  The Chief Executive Officer of the Chief Minister’s
Department has advised that “As published in the Territory’s 1999-2000
Budget Paper No. 4 (page 90), InTACT borrowed $28m in 1998-99 to fund
operating requirements and modernisation.”

Audit Comment

The 1999-2000 budget papers were published after the majority of the
borrowings were spent and therefore reflects how the funding was used.
The relevant Budget Papers are for 1998-99, in which it is stated that the
borrowings were originally provided “to deal with year 2000 compliance
and to provide a significant upgrade the Territory’s IT Infrastructure”.

Large Payment to a Contractor/Consultant

In 1998-99, InTACT made payments of $9.5m to Contractors and
Consultants.  Control procedures relating to some of these payments were
inadequate.  Audit noted that a single consultant, operating under two
different company names, was paid a total of $751,900 in 1998-99.  The
consultant received $118,000 in 1997-98 and $120,250 in 1996-97,
resulting in an overall payment of approximately $990,150.  The payments,
which were made at a rate of $4,000-$4,500 per day, were approved
without documentation substantiating the services provided or the basis of
the engagement.

The arrangement with the contractor, which was made on an informal basis
by senior management, were to provide human resource management
services.  The audit considered that InTACT or the Territory did not
receive value for money.

The Chief Executive Officer of the Chief Minister’s Department advised
that “this is the Auditor-General’s view.  I disagree.  While the fees for this
consultancy were at the high end of industry rates, these consultancy
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services contributed significantly to the maintenance of workplace
relations harmony and effective change management at InTACT during a
particularly difficult period for the organisation”.

The engagement of the contractor was terminated by the Acting General
Manager who was appointed following the resignation, in June 1999, of the
senior manager who had engaged the contractor.

As a result of the audit, InTACT has engaged an internal auditor to carry
out a review of contractor payments.  The Chief Executive Officer of the
Chief Minister’s Department has stated that “management has initiated the
development of revised contractor procurement arrangements, which will
take account of the findings and recommendations of the review”.

Operating Result

InTACT has made an operating loss every year since its inception.  These
losses totaled $24.8m at the end of 1998-99.  It seems unlikely that
InTACT will return an operating profit in the short-term unless the
modernisation program has a major effect on the entity’s profitability.  As a
result, InTACT may be reliant upon Government funding to continue
operations in the future.  The Chief Executive Officer of the Chief
Minister’s Department has stated that “InTACT’s financial position has not
been a stated measure of its performance. There has been a significant
range of factors largely outside InTACT’s control which have contributed
to InTACT’s financial results”.

Conclusion

No meaningful comparison of InTACT’s operations can be made to its
budget for the year.  As was previously noted, the budget assumed
optimistic levels of completion would be attained with regard to the
modernisation program.  These levels were never realistically achievable
and, as the table summarising InTACT’s Operating Statement shows, the
information used in the preparation of the budget was not accurate.

It cannot be said that InTACT operated to budget for 1998-99.  The Chief
Executive Officer of the Chief Minister’s Department has advised that
“The 1998-99 InTACT budget assumed that the IT infrastructure
modernisation project would be largely completed in that financial year.  It
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is not conceded on that basis that at the outset the budgeted outcome could
not be achieved”.

43.6 SHORT TERM FINANCIAL POSITION

The Current Ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for InTACT’s last three years of operations are shown in the table below.

InTACT
Current Assets and Liabilities

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Current Assets
Cash (540) 898 903
Receivables 5,309 3,060 3,391
Investments 10,404 2,761 1,979
Inventories 29 30 19
Capital Works in Progress 9,100 0 0
Other 521 277 74

24,823 7,026 6,366

Current Liabilities
Creditors 5,987 5,432 2,313
Finance Leases 8,180 4,326 1,253
Employee Entitlements 1,540 1,334 1,114
Other 1,880 1,351 222

17,587 12,443 4,902

Current Ratio 1.4 to 1 0.6 to 1 1.3 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

InTACT’s current ratio has risen from an undesirable level of 0.6 to 1 in
1997-98 to 1.4 to 1 in 1998-99.  A current ratio around this level indicates
that InTACT would be able to meet its short-term obligations as they fall
due in the next twelve months.  However, InTACT’s current ratio has



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

192

improved mainly because of increased investments, which were only made
possible through borrowings (not included in this analysis).

As at 30 June 1999, borrowings amounted to $28m.  The significant
increase in the investment balance was due to moneys being received from
borrowings but not expended at year-end.  If investments are removed from
the above table InTACT’s current ratio falls to 0.81 to 1.  This is a slight
increase on the previous year but still well below the minimum desirable
level.

44. JUSTICE AND COMMUNITY SAFETY

44.1 INTRODUCTION

The Department of Justice and Community Safety was created as a single
appropriation unit in 1998-99 following the amalgamation of the former
Attorney Generals’ Department and the Emergency Services Bureau.  The
Department provides a wide range of services to the Government and the
community, including legal services, services to support the administration
of justice, ambulance, fire brigade and bushfire and emergency service
protection.  The Department monitors community policing services, which
are provided by the Australian Federal police under an agreement between
the ACT and Commonwealth Governments.

44.2 SIGNIFICANT FINDINGS

•  No audit opinion was expressed on 13 of the Department’s
performance measure results, which was a vast improvement on
previous years;

•  In an overall sense the Department managed its departmental
operations to budget, however, the budgeting of territorial transactions
should be improved; and

•  The capital works budget for design of the prison project was not fully
expended during 1998-99.
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44.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit report on the financial statements was provided to the
Minister for Justice and Community Safety on 8 September 1999.
However, an Emphasis of Matter was included in the audit report in
relation to several measures and outputs in the Statements of Performance
forming part of the financial statements.

44.4 STATEMENT OF PERFORMANCE

During the year the Department undertook a comprehensive review of its
performance measures.  The review identified a number of measures,
which, although meaningful, could not provide a verifiable result or a full
year result could not be fully reported due to industrial bans.  This
represented 10 of the 13 performance measure results where no audit
opinion could be expressed.  In the other three cases the Department’s
internal controls were not sufficient to permit a verifiable result to be
reported for the 1998-99 financial year.

44.5 FINDINGS FROM THE AUDIT

As a result of the audit a number of instances were identified where the
financial operations of the Department could be improved or where internal
controls were not operating satisfactorily.  These instances have been
notified to management with appropriate recommendations.

44.6 FINANCIAL ANALYSIS

Departmental Transactions

The table on the following page summarises the Department’s Operating
Statement.
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Justice and Community Safety
Departmental Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
REVENUE
Government Sources
Government Payment for Outputs 79,675 79,033 69,235
Resources Received Free of Charge 496 462 385
Liabilities assumed by Government 0 0 6,294

80,171 79,495 75,914

Other Sources
User Charges 8,308 8,246 7,841
Interest 1,150 936 1,232
Other 13 1,426 378

9,471 10,608 9,451

89,642 90,103 85,365
EXPENDITURE
Employee expenses 54,887 57,485 55,199
Administrative expenses 30,490 30,469 29,054
Depreciation 2,832 2,118 2,253
Other 526 743 285
Interest 907 907 0

89,642 91,722 86,791
Operating Surplus/(Loss) 0 (1,619) (1,426)

Abnormal Items 0 3,405 0

Operating Surplus/(Loss) 0 1,786 (1,426)

The amounts presented for 1997-98 include full year details for the
Emergency Services Bureau, which was transferred to the Department on
31 March 1998.  Comment follows on the major sources of revenue and
expenditure.

Revenue

Government Payments for Outputs - the $9.7m increase from the previous
year is due to the funding of superannuation (previously Liabilities
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Assumed by Government), introduction of the capital charge, comparative
pricing and also the inclusion of an insurable risk premium.

Other Sources - The increase from the previous year is due in part to an
increase in registration fees and general grants.

Expenditure Items

Employee Expenses - actual expenditure for 1998-99 exceeded expenditure
for the previous year by $2.3m.  The major reason for the increased level of
expenditure was the appointment of an additional Supreme Court Judge,
additional special magistrates, the transfer of the Correctional Services
Court Transport Unit and the flow on effect of a departmental pay rise on
1 July 1998.

Administrative Expenditure — the increase in expenses of $1.4m between
1997-98 and 1998-99 is due mainly to an increase in expenses associated
with sentenced prisoners.

Conclusion

There are some significant variations in revenue and expenditure between
actual 1997-98 and actual 1998-99 expenditure.  These variations had been
anticipated in the budget process for 1998-99.  From the audit review of the
financial statements and the explanations for actual and budget variations,
the conclusion has been drawn that the Department, in an overall sense,
managed its departmental operations to budget.

Territorial Transactions

Revenue

Territorial revenue, other than payments received from the Central
Financing Unit and Commonwealth Grants for specific purposes, is shown
in the table on the following page.
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Justice and Community Safety
Territorial Revenue

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Revenue
Taxes Fees and Fines 12,956 9,845 8,601
User Charges – Non Government 10,000 3,275 3,313
Other Revenue 95 352 231

23,051 13,472 12,145

Taxes Fees and Fines - the actual variance of a $1.24m increase in Taxes,
Fees and Fines is due to higher levels of activity in fees for regulatory
services.  Taxes Fees and Fines were budgeted to increase significantly in
1998-99, however, the actual increase was much less than expected.  The
budget for 1998-99 was based on estimates prepared in 1996-97 that
proved to be inaccurate.

Expenditure

Territorial expenditure other than transfers made to the Central Financing
Unit for licenses and fines collected are shown below.

Justice and Community Safety
Territorial Expenditure

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Expenses
Grants, Subsidies and Transfer Payments
     Payment to Australian Federal Police 54,302 56,456 54,509
     Criminal Injuries Compensation 4,894 9,383 7,783
     Payment to Legal Aid Commission 4,952 4,801 4,841
     Weapons Compensation 0 38 1,108
     Other 0 403 228

64,148 71,081 68,469
Depreciation 966 713 696
Other 0 252 77

65,114 72,046 69,242
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Grants, Subsidies and Transfer Payments - have increased by $2.6m in
1998-99.  This is mainly due to an increase in policing costs in 1998-99 for
the Australian Federal Police and an increase in Compensation and Legal
Payments, due to an increase in litigation against the Territory.

Territorial expenditure exceeded budget by $6.9m, primarily due to larger
than anticipated increases in policing costs as well as criminal injuries
compensation payments.  Payments to the Australian Federal Police
exceeded budget due to a pay increase and Criminal Injuries Compensation
payments escalated unexpectedly after the introduction of legislation
designed to reform the compensation scheme.

The Chief Executive Officer of the Department of Justice and Community
Safety advised “It should be noted that the two main Territorial budget
items are the Australian Federal Police (AFP) and criminal injuries
compensation and damages claims (CIC).  These two budgets are
administered but not controlled by the Department.  Payment to the AFP
exceeded budget due to a $1.720m pay increase and CIC payments
escalated unexpectedly after the introduction of legislation designed to
reform the CIC scheme, which is still being debated”.

Conclusion

Territorial expenditure exceeded the original budget by $6.9m due to
increased policing costs and escalated criminal injuries compensation costs.
It is considered that the Department should improve the administration of
Territorial operations to ensure that budget overruns do not recur.

44.7 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term. Details of the Department’s current assets and current liabilities
for the last two years are presented in the table on the following page.
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Justice and Community Safety
Current Assets and Liabilities

Budget Actual Actual
1998-99 1998-99 1997-98

$000 $000 $000
Current Assets
Cash 1,424 757 233
Receivables 3,183 6,013 896
Investments
Inventories

1,500
409

2,227
611

2,625
683

Other 151 424 375
6,666 10,032 4,813

Current Liabilities
Creditors 4,481 4,023 5,534
Employee Entitlements 9,195 9,656 9,063
Other 0 12 219

13,676 13,691 14,816

Current Ratio 0.48 to 1 0.73 to 1 0.33 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  That is, it is desirable to have current assets at least equal to
current liabilities and preferably to have up to at least 50% more current
assets than current liabilities.

As can be seen from the above table, the Department’s Current Ratio has
improved from 0.33 to 1 in 1997-98 to 0.73 to 1 in 1998-99.  This is still
below the minimum usually desirable in a business, however, given the
nature of the Department’s operations and that the majority of its funding is
from Government sources the ratio is not a cause for concern.

44.8 CAPITAL WORKS

Expenditure on Capital Works was budgeted to be $1.713m in 1998-99.
The Department received a capital injection of $1.927m to cover this
expenditure, yet spent only $1.527m, as is detailed on the following page.
The difference of $0.4m relates to the forward design of the ACT prison
project, which has been rolled over, to 1999-2000 when the design phase is
expected to be completed in January 2000.
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Justice and Community Safety
Capital Works Expenditure

Budget
1998-99

$000

Actual
1998-99

$000
Project
Minor New Works
- Accommodation Rationalisation
- Kambah Fire Station and Workshop
- Charnwood Fire Station
- Fire Brigade & Bushfire Station Security
- Resource Centre Security
- Belconnen Remand Centre
- TOTAL

Forward Design
- Prison
- Infrastructure Program
- TOTAL

Work in Progress
- Supreme Court
- Ainslie JESC
- Minor New Works 1997-98
- Projects Physically Complete
- TOTAL

Total Capital Works Expenditure

160
76

4
58
42

0
340

500
250
750

100
50
39

434
623

1,713

390
56

4
33
67
35

585

91
250
341

201
0

80
320
601

1,527

- Expenditure rolled over to 1999-2000

Capital Injection

400

1,927

45. LEGAL AID COMMISSION (ACT)

45.1 INTRODUCTION

The Legal Aid Commission (ACT) was established by the Legal Aid Act
1977.  The Commission provides legal assistance to eligible people by
arranging for the services of private legal practitioners to be made available
at the expense of the Commission or by making available the services of
Commission officers.
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45.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Justice and
Community Safety on 27 August 1999.

45.3 FINDINGS FROM THE AUDIT

During the audit several matters were identified where the operations of the
Commission could be improved or where internal controls were not
operating satisfactorily.  These matters were reported in a management
letter to the Commission with recommendations.

45.4 FINANCIAL ANALYSIS

The following table summarises the Commission’s Operating Statement.

Legal Aid Commission
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Revenue
Client Contributions & Recovered Costs 725 758 954 1,173
Government Contributions 4,801 4,801 4,769 4,236
Interest 445 450 471 454

5,971 6,009 6,194 5,863

Expenses
Employee Expenses 2,701 2,665 2,586 2,393
Administrative Expenses 3,130 692 1,004 549
Other Expenses 0 2,772 2,345 2,587
Depreciation and Amortisation 140 110 107 128

5,971 6,239 6,042 5,657

Operating Surplus/(Loss) 0 (230) 152 206

Comments follow on the major sources of revenue and expenditure that
show significant variations from prior year results.

Revenue Items
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Client Contributions and Recovered Costs — these revenue items fell
compared to the prior year due mainly to fewer civil law cases being held
as well as variation in the type of cases from which Legal Aid was allowed
to recover costs.

Government Contributions — appropriations have increased by 1%
compared to the prior year (1999 $4.8m, 1998 $4.76m).  Appropriations
are based on the Legal Aid Act 1977 and the contractual arrangement
between the Commonwealth and the ACT Government.  The increase in
appropriations is attributable to slightly more funds being appropriated to
Legal Aid by the ACT Government.

Total Revenue

Total revenue for the year at $6.0m was a decrease of 3% from the
previous year.  As mentioned, this was largely due to a decrease in Client
Contributions and Recovered Costs received.  Total revenue received was
reasonably close to the budget estimate.

Expenditure Items

Employee Expenses at $2.6m were $79,000 more than in 1997-98.  This
increase was primarily attributable to an increase in employees salaries due
to an enterprise bargaining agreement and pay increments during the year
as the result of performance appraisals.

Administration Expenses – have decreased by 31% during 1998-99
(1999 $691,753 - 1998 $1,004,313).  The decrease is largely due to less
moneys being spent on computer consultants and software and tighter
controls over expenditure.

Referrals to Private Legal Practitioners increased from $1.9m in 1998 to
$2.4m in 1999.  The increase was a result of the Bender inquest and several
large expensive criminal cases.
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Total Expenditure

Total actual expenditure increased by $197,000 and expenditure exceeded
the budget estimate by $268,000 due to the cost of referrals to private legal
practitioners mentioned above.

45.5 CONCLUSION

The operating performance of the Commission saw a deficit of $230,000 in
1999 as opposed to surpluses in previous years.  The main reasons for the
deficit were an increase in payments to private legal practitioners due to the
Bender inquest and the end of Commonwealth funding in 1999 for the
separate Commonwealth Child Support Scheme Legal Services program.
As a result of the increased costs and reduced revenue the Commission
reduced its accumulated funds.

45.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.

Legal Aid Commission Current Assets and Liabilities

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Current Assets
Cash 226 323 107
Receivables 72 354 355
Investments 300 300 429
Other 35 40 49

633 1,017 940

Current Liabilities
Creditors 368 403 384
Employee Entitlements 334 303 443

702 706 827
Current Ratio 0.9 to 1 1.4 to 1 1.1 to 1
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A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  The Commission’s current ratio has fluctuated significantly
over the past few years, from 0.79 to 1 in 1995-96 to 1.4 to 1 in 1997-98
and now 0.9 to 1 in 1998-99.  The short term financial position of the
Commission has reduced in 1998-99 due to a decrease in cash and
receivables.

46. LEGISLATIVE ASSEMBLY SECRETARIAT

46.1 INTRODUCTION

This Legislative Assembly Secretariat provides all the procedural and
administrative machinery necessary to conduct the business of the ACT
Legislative Assembly and its committees.  It also provides a range of
services and facilities for Members and their staff.

46.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Speaker on
13 September 1999.

46.3 FINDINGS FROM THE AUDIT

The ACT Legislative Assembly Secretariat provided a Statement of
Performance in its financial statements although it is not specifically
required to do so under the Financial Management Act 1996.

Consistent with previous years a number of instances were identified
during the audit where the financial operations of the Secretariat could be
improved or where internal controls were not operating satisfactorily.
These instances have been reported to the Secretariat management along
with the appropriate recommendations.
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46.4 FINANCIAL ANALYSIS

The following table summarises the Secretariat’s Operating Statement.

Legislative Assembly Secretariat
Summary Operating Statement

Budget Actual Actual Actual
1998-99 1998-99 1997-98 1996-97

$000 $000 $000 $000
Revenue
Payment for Outputs 3,510 3,510 3,264 3,179
Resources Free of Charge 0 224 153 60
Other Revenue 10 99 228 205

3,520 3,833 3,645 3,444
Expenditure
Employee Expenses 1,761 1,781 1,725 1,682
Administrative Expenses 1,756 1,914 1,734 1,696
Depreciation 111 92 136 144
Other Expenses 0 2 0 0

3,628 3,790 3,595 3,522

Operating Surplus/(Loss) (108) 43 50 (78)

Comment follows on the major sources of revenue and expenditure, which
varied, significantly from Budget.

Revenue Items

The Assembly received a Payment for Outputs of $3.5m in 1998-99
compared to $3.3m in the previous year.

Resources Received Free of Charge for the year were $224,000 however,
through error no amount was budgeted for this item.  The source of this
additional revenue was services provided by the Department of Justice and
Community Safety for drafting and legal advice at no charge.

Total Revenue was $89,000 greater than budget due mainly to the
additional revenue from abnormal items and other revenue.  Revenue from
abnormal items relates to artworks brought to account for the first time in
1998-99.
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Expenditure Items

Employee Expenses were $1.7m for the year, which was equal to budget.

Depreciation was $92,000 compared to a budgeted amount of $111,000.
The difference between actual and budget arose from a reduction in assets
as a result of asset disposals made in 1998-99.  Artworks are not subject to
depreciation under the Secretariat’s accounting policies.

Total Expenditure was $162,000 greater than budget mainly as a result of
increased IT modernisation costs in Administrative Expenses.

Conclusion

The Secretariat received higher than budgeted revenue in 1998-99, which
was partially offset by higher than expected expenses.  This enabled the
Secretariat to achieve an operating surplus of $43,000 for the year
compared to a budgeted loss of $108,000.  The conclusion can be drawn
that the Secretariat managed its operations to budget.

47. MILK AUTHORITY OF THE ACT

47.1 INTRODUCTION

The Milk Authority of the Australian Capital Territory was established by
the Milk Authority Act 1971.

47.2 REVIEW OF THE MILK AUTHORITY ACT 1971

The Milk Authority Act 1971 was reviewed in line with the Government’s
obligations under the Competition Principles Agreement.  As a result of
this review the objectives of the Milk Authority were altered by legislative
amendments to the Milk Authority Act 1971 that were passed on
16 February 1999.  The effect of these amendments among other things
was to transfer the discharge of regulatory responsibility to the Department
of Urban Services (home vendor zones and licensing) and the Chief
Minister’s Department (price control).
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The functions remaining with the Milk Authority are to engage in the
supply and sale of milk in the ACT and to administer the contracts between
the Authority and industry participants.

47.3 AUTHORITY’S TRADEMARKS

From 1 July 1998 the Trademark User Agreements in respect of Lite
White, Shape and Moove with the Dairy Farmers Group were terminated.
This has resulted in a significant decrease in revenue for the Authority and
also a reduction in its expenditure.

The Milk Authority continues to maintain the trademark registrations of its
brands Canberra Milk, Canberra Gold and Canberra Skim.  During the
financial year the Milk Authority negotiated an exclusive license
agreement that enables Capitol Chilled Foods (Australia) Pty Limited to
use the Authority’s trademarks for a four year term.

47.4 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Treasurer on
8 September 1999.

47.5 FINANCIAL ANALYSIS

The table on the following page summarises the Milk Authority’s
Operating Statements for the past three years.
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Milk Authority
Summary Operating Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales 15,351 15,991 15,985
Less Cost of sales 14,074 14,514 14,529

1,277 1,477 1,456
Interest Received 62 61 73
Miscellaneous Income 54 5 15
Trade Mark User Fees 8 456 404

1,401 1,999 1,948
Expenditure
Depot Expenses 255 262 286
Administrative Expenses 630 597 565
Promotions Expenses 254 724 717
Trade Mark User Fees 0 242 232

1,139 1,825 1,800

Operating Profit 262 174 148

The Milk Authority made a net profit in 1998-99 of $262,000 (1997-98
$174,000).  Both revenue and expenses have fallen from the previous year
due to the contraction of functions performed by the Authority.

In 1998-99 the Authority paid a dividend to the ACT Government of
$130,870 compared with $86,844 in the previous year.  During the year the
Authority also paid $200,000 to the ACT Government out of its reserves.

47.6 SHORT TERM FINANCIAL POSITION

The short term financial position of ACT Milk Authority has not changed
significantly over the last three years.  The current ratio (i.e. the rate of
current assets to current liabilities) worsened from 1.7 to 1 to 1.5 to 1 in the
current year.  This is a satisfactory level.
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48. NICHOLLS PRIMARY SCHOOL SHARED
FACILITIES

48.1 INTRODUCTION

Shared primary school facilities exist at Nicholls Primary School.  The
shared facilities consist of the library, hall/gymnasium, canteen, a computer
laboratory, two general use rooms, a carpark and surroundings.  These
facilities are jointly used by both Holy Spirit Primary School, which is
operated by the Roman Catholic Church, and Gold Creek School (formerly
Nicholls Primary School).  Both schools commenced operation at the
beginning of Term 1 in January 1996.

An agreement was made on 21 December 1995 between the ACT and the
Trustees of the Roman Catholic Church for the Archdiocese of Canberra
and Goulburn concerning the development and use of the shared facilities
at Nicholls.  The agreement specifies that costs for operation of the joint
facilities be funded in the proportions of 53% by the ACT and 47% by the
Trustees of the Roman Catholic Church.

48.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Education
and Community Services on 16 August 1999.

49. NOMINAL INSURER

49.1 INTRODUCTION

The Nominal Insurer is appointed pursuant to Section 18B of the Workers’
Compensation Act 1951.  The current Nominal Insurer is a senior officer
within ACT Workcover, which is part of the Department of Urban
Services.

The responsibility of the Nominal Insurer is to meet employees’
entitlements to workers’ compensation where employers fail to meet their
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obligations.  The Nominal Insurer is empowered by the Act to recover from
employers any payments made to injured employees.

Under Section 18H of the Workers’ Compensation Act 1951 the Nominal
Insurer can raise levies from approved workers’ compensation insurers and
exempt employers (large employers which have been permitted to self
insure).  The amount of levies is based on the level of payments made or
expected to be made in relation to compensation claims.

The Nominal Insurer has an advisory committee made up of representatives
of approved insurers and exempt employers.  This committee advises the
Nominal Insurer on the amount of levies required on each claim.

49.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 8 September 1999.

49.3 FINANCIAL POSITION

The Nominal Insurer raises funds to meet obligations on an ongoing basis.
As at 30 June 1998, the Nominal Insurer had liabilities of $297,350.
Offsetting this amount were assets of $105,491 in cash and $191,859 in
levies receivable.  Levies are imposed on approved insurers and exempt
employers in order to meet claims on the Nominal Insurer.

The Nominal Insurer is also actively pursuing recovery from employers of
several claims paid in recent years.

50. OFFICE OF ASSET MANAGEMENT

50.1 INTRODUCTION

The Office of Asset Management (OAM) is responsible for the
Government’s Asset Management Strategy, government owned and leased
office accommodation, surplus assets, land development and release, joint
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ventures, the Gungahlin Development Authority, the Interim Kingston
Foreshore Development Authority and the Home Loan Portfolio.

During the 1998-99 financial year OAM acquired responsibility for the
ACT Government Home Loan Portfolio, Land Release and Sales and the
Interim Kingston Foreshore Authority.

In 1998-99, OAM was a unit within the Chief Minister’s Department.  It is
now part of the Department of Treasury and Infrastructure.

50.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Treasurer on
22 September 1999.

The audit identified a number of instances where the financial
administration of OAM could be improved or where internal controls were
not fully effective.  These instances were reported to management with
appropriate recommendations.

50.3 SIGNIFICANT FINDINGS

•  improved returns from joint ventures and government land auctions
resulted in revenue $5.1m higher than budgeted;

•  capital expenditure was $2.3m less than budgeted because of the
deferral of works on the Kingston Foreshore project, and later
completion of construction of the Gold Creek Country Club;

•  the Office of Asset Management was involved in 8 land development
joint ventures during the year.  The joint ventures contributed $6.5m
to the operating result of the Office of Asset Management in 1998-99.
This represents a return of 30% on sales of $21m;

•  last year the results of the joint ventures in Dunlop had generally been
poor.  However for 98-99 both Dunlop joint ventures reported a profit.
Dunlop joint ventures sales have exceeded expectations; and
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•  the joint ventures at Harcourt Hill, Dunlop 3 and Bruce 2 have shown
positive returns.

50.4 FINANCIAL ANALYSIS

The following table summarises the operating results of the Office of Asset
Management for the last three years.

Office of Asset Management
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
REVENUE

Government Payments for Outputs 1,625 1,625 2,148
User Charges ACT Government 30,136 31,025 29,953
Lease Sales – land sales revenue 34,771 39,184 16,177
Interest 12,641 12,276 331
Other Revenue 3,003 3,223 2,311
    Total Revenue 82,176 87,333 50,920

EXPENDITURE
Administrative Expenses
Property Management Fees 1,129 1,088
Consultants and Contractors 2,092 732
Property Related Expenses 19,328 17,076
Building Repair and Maintenance 1,225 638
Other 3,210 2,258

29,098 26,984 21,792
Other Expenses
Infrastructure Assets transferred to
ACTEW 0 10,524 0
Loss on Disposal of Assets 0 1,106 0
Other 0 471 44

3,718 12,101 44
Employee Expenses 3,045 3,127 443
Cost of Goods Sold 11,437 13,667 12,123
Depreciation and Amortisation 2,675 2,298 2,347
Interest 14,789 14,255 3,859
    Total Expenses 64,762 72,432 40,608
Operating Surplus Before Abnormal 17,414 14,901 10,312
Abnormal Loss 0 (6,945) (7,218)
Operating Surplus 17,414 7,956 3,093
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As most of the significant variations to the prior year actual results are
attributable to the transfer of major functions (from the Department of
Urban Services and ACT Housing) to OAM, comparison of OAM’s
revenue and expenses with prior year actual results was considered to be of
limited value and is therefore not reported.  The following analysis
compares OAM’s revenue and expenses to its budget.

Revenue Comparison with Budget

At $87.3m total revenue was $5.1m higher than the budgeted revenue of
$82.2m.  The only revenue item, which was significantly different from
budget, was lease sales.

Lease sales - land sales revenue of $39.2m was $4.4m above the budgeted
figure of $34.8m.  This result is due to improved sales across most of the
joint ventures and higher than budgeted proceeds of government land
auctions.

Expenditure Comparison with Budget

At $72.4m total expenses were $7.6m higher than the budgeted expenses of
$64.8m, mainly because “other expenses” ($12.1m) was $8.4m higher than
budget.  The main reason for this was the incorrect treatment in the budget
of Infrastructure Assets transferred to ACTEW.  In the budget, this item
was treated as capital transfer (administrative restructure) rather than as an
expense.

Administrative Expenses of $27m were $2.1m less than the budget figure.
This difference relates mainly to lower than expected expenditure on the
redevelopment of Kingston Foreshore, particularly the closure of the
Australian Government Publishing Service (AGPS) building.

Cost of Goods Sold were $2.2m higher than budget because of increased
block sales across the various joint ventures.

Abnormal Items

The Office of Asset Management recorded an abnormal expense of $6.9m.
The major component of this was a net downward revaluation of the property
portfolio.
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Operating Result

For the year ending 30 June 1999, the Office of Asset Management
reported an operating surplus of $7.9m (budgeted surplus $17.4m).  The
reduction largely resulted from the abnormal expense of $6.9m mentioned
above.

50.5 SUMMARY OF THE LAND JOINT VENTURES

The ACT Government was involved in 8 land development joint ventures
during the year.  A table summarising the financial operations and ACT
receipts related to the joint ventures follows.

Joint Venture Joint Venture
operating

profit/(loss)
1998-99

$m

Joint Venture
total

profits/(losses)
Since inception9

$m

ACT receipts
since

commencement10

$m
Ngunnawal 3B (0.167) 0.919 3.248
Harcourt Hill 6.352 (1.269) 10.173
Dunlop 1 0.673 (2.163) 3.150
Dunlop 3 2.726 2.428 1.349
Amaroo 3 (formerly
Dunlop 4)

(0.421) (0.599) 0

Nicholls Lakeside
Estate

0.827 4.610 3.257

Bruce 2 (Huntley) 2.099 1.612 2.185
Condor 1/Gordon 9
(Southside Estates)

0.754 3.916 2.863

Total 12.845 9.454 26.225

This table shows that:

•  as at 30 June 1999, the joint ventures currently in existence had made an
overall profit since inception of $9.454m; and

•  since commencement, the ACT Government has received $26.2m from
these joint ventures.  This is represented by land sales of $22m and

                                                 
9 Total profits and losses since inception is the total of accumulated profits at 30 June 1999 and dividends
paid since inception.
10 ACT receipts includes revenue from the sale of land to the joint ventures.
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profit share of $4.2m received from Ngunnawal 3B, Bruce 2,
Condor/Gordon and Nicholls Lakeside Estates.

More detailed information on the performance of the joint ventures is
included in the Annual Report of the Chief Minister’s Department.

50.6 CAPITAL WORKS

Expenditure on capital works was budgeted to be $4.8m in 1998-99.
Expenditure on these projects in 1998-99 totaled $2.478m.

Office of Asset Management’s – Capital Works

1998-99
Budget

$m

1998-99
Actual

$m

Gold Creek Country Club 3.000 1.382
Demolition of old bus parking shed (Kingston
Foreshore) 0.300 0.202
Demolition of other buildings (Kingston Foreshore) 0.280 0
Minor New Works 0.500 0.287
Feasibility Studies – Kingston Foreshore 0.300 0.249
Forward Design – Southern Boulevard 0.300 0.210
Forward Design – Water supply and sewerage
relocation (Kingston Foreshore) 0.120 0.148
Total Capital Works 4.800 2.478

At $2.478m, the Capital Works expenditure for 1998-99 was lower than the
Budget of $4.8m by $2.322m.  The variance was mostly due to the
following projects:

•  Gold Creek Country Club ($1.618m) – due to the timing of
construction the works is expected to be complete by December 1999;

•  Demolition of old bus parking shed (Kingston Foreshore) ($0.098m) –
the variance is due to lower than expected price for the removal of
asbestos and the demolition of the Building;

•  Demolition of other Buildings (Kingston Foreshore) ($0.280m) – the
demolition work has been deferred to 1999-00; and
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•  Minor new works ($0.213m) – these works related to Kingston
Foreshore and has been deferred to 1999-00.

51. PUBLIC TRUSTEE FOR THE ACT

51.1 INTRODUCTION

The Office of the Public Trustee was established by the Public Trustee Act
1985.  The Public Trustee prepares wills, acts as an executor of wills or as
administrator of estates for deceased persons, and as a trustee for deceased
estates.  The Public Trustee also manages finances under Enduring Power
of Attorney and an Order of the Guardianship and Management of Property
Tribunal and provides asset services in relation to Proceeds of Crime
forfeitures.  The Trustee acts as a trustee of moneys awarded by the court
to minors and persons with a disability.

The Public Trustee is generally assigned administration for trusts,
management orders etc by the Courts, and also by the Guardianship and
Management of Property Tribunal.

51.2 SIGNIFICANT FINDING

•  The total amount held in Trust increased by $5.6m during 1998-99,
from $51.8m to $57.4m.

51.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

The Public Trustee prepares two sets of financial statements: “Corporate”
financial statements which relate to the activities of operating the Office of
the Public Trustee; and the “Trust Account” financial statements relating to
deceased estates and trusts which are administered by the Public Trustee.

Unqualified audit opinions for both the corporate and trust financial
statements were provided to the Public Trustee and the Minister for Justice
and Community Safety on 31 August 1999.
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51.4 FINDINGS FROM THE AUDIT

As a result of the audit a number of instances were identified where the
financial operations of the Trustee could be improved or where the internal
controls were not operating satisfactorily.  These instances have been
advised to management with appropriate recommendations.

51.5 FINANCIAL ANALYSIS

The following table summarises the Public Trustee’s Office activities.

Public Trustee
Summary Operating Statement

Actual Actual Actual
1998-99 1997-98 1996-97

$000 $000 $000
Income
Operating Revenues
Operating Revenue 654 618 477
Management Fee 447 404 305
Interest 68 52 44

1,169 1,074 826
CSO and Service Payments 198 185 172

1,367 1,259 998
Expenditure
Employee Expenses 813 698 605
Other Operating Expenses 288 269 232

1,101 967 837
Operating Profit 266 292 161

Trust Account
Estates and Trusts etc Held
under administration 57,477 51,886 47,041

51.6 OFFICE ACTIVITIES

Total operating revenue for the Office increased by 9%, from $1.1m in
1997-98 to $1.2m in 1998-99.  The increase was primarily due to a larger
trust base as fees and commissions earned are based on the size of the trust
base.  As a result of the Office increasing its funds held in trust
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substantially over the past few years, expenditure has also increased.  The
increase over the previous year was 14%.

51.7 TRUST ACTIVITIES

There has been a substantial increase in operations of the Trust over the last
few years.  In 1994-95 Estates, Trusts, etc. under administration amounted
to $31.8m.  This amount has increased by 80% over the last 4 years to
$57.4m as at 30 June 1999.

51.8 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the Office’s current assets and liabilities and the
current ratio for the last three years are presented in the following table.

Public Trustee
Current Assets and Liabilities

Actual
1998-99

Actual
1997-98

Actual
1996-97

$000 $000 $000
Current Assets
Cash 1 11 13
Investments 1,475 1,190 820
Receivables 43 37 67
Other 8 7 0

1,527 1,245 900

Current Liabilities
Creditors and Borrowings 28 35 28
Provisions 85 71 67
Other Liabilities 0 11 5

113 117 100

Current Ratio 14 to 1 11 to 1 9 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  The Public Trustee Office’s current ratio is 14 to 1.  This
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indicates that the Office has a large surplus of current assets over its current
liabilities and therefore the Office is financially very secure.

Over the last few years funds held in trust by the Office have grown
strongly.  As the Office receives a set percentage of revenue from funds
managed, Office revenue has also grown.  However during this time
expenses of the Office have not grown at the same rate as revenue.  This
accounts for the office’s current strong short-term financial position.  It
must however be noted that funds held in trust may fluctuate from year to
year depending on client and court decisions.

52. REGISTRAR OF FINANCIAL
INSTITUTIONS

52.1 INTRODUCTION

The ACT Registrar of Financial Institutions is a corporation sole
established by the Financial Institutions (Supervisory Authority) Act 1992.
It supervises credit unions and building societies in the ACT as part of a
uniform national scheme.

52.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

The ACT Registrar of Financial Institutions (RFI) prepares two sets of
financial statements.  One statement covers the ACT Credit Unions
Contingency Fund, which provides protection for members of credit
unions; the other is for the Supervision Fund, which records the revenue
and expenses relating to the supervision of credit unions.

Unqualified audit opinions were provided to the Treasurer on
8 September 1999 for both financial statements.

52.3 OTHER MATTERS

As a result of the passing of the Financial Sector Reform Act 1999, the
ACT Credit Unions Contingency Fund ceased operations on 30 June 1999.
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Under an agreement between the States and Territories, and the
Commonwealth, prudential supervision of non-bank financial institutions
was transferred to the Australian Prudential Regulatory Authority.

All moneys held in the Supervision Fund and the ACT Credit Unions
Contingency Fund have been returned to the Credit Unions as required by
the Financial Sector Reform Act 1999.  The Office of the Registrar of
Financial Institutions will continue to exist for a limited period to ensure
that transitional arrangements to the Australian Prudential Regulatory
Authority progress smoothly.  Once these tasks have been completed the
Office of the Registrar of Financial Institutions will be abolished.

53. SUPERANNUATION AND INSURANCE
PROVISION UNIT

53.1 INTRODUCTION

At 30 June 1999, the ACT Superannuation and Insurance Provision Unit
(Unit) was a separate reporting unit within the Chief Minister’s
Department.  Following an administrative restructure of government
activities the Unit is now part of the new Department of Treasury and
Infrastructure.  The Superannuation Provision was established to receive
funds and make payments in connection with the management of the
superannuation liabilities of the Territory, Territory Authorities and
Territory Owned Corporations.  The Insurance Provision is a centrally
managed fund to cover the insurable risks of Territory agencies.  It should
be noted that amounts relating to the Members of the Legislative Assembly
(MLA) Superannuation Scheme (for which the Superannuation Provision
now has responsibility for) are not included in the Budget amounts.

53.2 1998-99 CHANGES TO OPERATIONS OF THE UNIT

The formation of the Insurance Provision element of the Unit was the result
of a major reform initiative of the Government.  Phase one which
commenced in 1997-98 involved the purchase of catastrophe insurance to
place a cap on the amount that the Territory could be required to meet in
that year.  The second phase, which came into effect in 1998-99, involved
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the establishment of a centrally managed fund to meet claims below the
level of catastrophe cover.

53.3 SIGNIFICANT FINDINGS

•  The Insurance Provision reported an operating profit of $1.7m
compared to a budgeted profit of $9m in 1998-99;

•  The Superannuation Provision experienced an operating loss of
$109m in 1998-99 compared with a loss of $112m in 1997-98;

•  The triennial actuarial review of emerging superannuation costs
estimated a $99.96m reduction in accrued superannuation liabilities
as at 30 June 1998;

•  The Superannuation Provision changed its accounting policy for the
treatment of actuarial gains and losses during 1998-99 to bring
gains and losses to account progressively; and

•  Unfunded superannuation liabilities (i.e. total liabilities less
investments) increased from $770.4m in 1997-98 to $884.0m in
1998-99.

53.4 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Treasurer on
6 October 1999.

53.5 FINANCIAL ANALYSIS

Introduction

The Insurance Provision and the Superannuation Provision are accounted
for and reported separately in the financial statements.

Insurance Provision
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A summary of the Insurance Provision’s Operating Statement is shown on
the following page.

Insurance Provision
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000
Revenue
Insurance Revenue 14,276 14,077
Workers Compensation Premium 0 20,281
Other Revenue 0 560

14,276 34,918
Expenditure
Claims Expenses 0 9,547
Administrative Expenses 5,300 494
Employee Expenses 0 169
External Insurance 0 2,981
Workers Compensation 0 19,988

5,300 33,179

Operating Profit 8,976 1,739

The Insurance Provision was a new initiative in 1998-99.  The amounts
contained in the 1998-99 budget were estimates based on available data
from prior years.  As a result a comparison of actual results to the budgeted
result is not a reliable measure of the Insurance Provision’s performance
for the financial year.

The 1998-99 Budget did not anticipate the Insurance Provision being
responsible for the collection of workers compensation premiums and the
payment of this money to Comcare.

In addition, the 1998-99 budget included all expenses of the Insurance
Provision including the insurance liability under the administrative
category.  Insurance expenses in 1998-99 were considerably higher than
originally expected.

Superannuation Provision
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A summary of the Superannuation Provision’s Operating Statement is
shown on the following page.

Superannuation Provision
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Investment Revenue

Interest 2,835 10,227 7,429 6,278
Dividends 6,365 4,204 6,635 4,506
Changes in Net Market Values 21,050 10,132 24,035 35,210
Other Income 77 1,010 79 113
Direct Investment Expense 0 (1,548) (1,467) (1,438)

30,327 24,025 36,711 44,669

Contributions Movement
Agency Employer
Contributions

97,701 94,943 12,768 11,421

Payment to ComSuper (20,063) (14,914) (11,732) (8,826)
77,638 80,029 1,036 2,595

Government Appropriations 20,063 20,140 16,544 13,324
128,028 124,194 54,291 60,588

Expenses
Transfer Expenses 44,565 79,694 0 0
General Administrative Expense 3,612 2,270 1,925 1,674
Accrued Superannuation Expense 154,067 151,941 164,401 117,977

202,244 233,905 166,326 119,651

Operating Loss (74,216) (109,711) (112,035) (59,063)

In 1998-99 the Superannuation Provision incurred an operating loss of
$109.7m.  This loss was slightly less than the previous financial year
($112.0m) but was significantly above the budgeted loss of $74m.

The investment assets of the Superannuation Provision increased by $40m
in 1998-99 due to agency contributions and investment revenue.
Investment revenue dropped from $36.7m in 1997-98 to $24m in 1998-99
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(budgeted investment revenue was $30m).  Whilst there was an increase in
interest revenue from $7.4m to $10.2m there was a smaller increase in the
net market values of investments in 1998-99 ($10m) than in 1997-98
($24m).  Most of the fall in investment income in 1998-99 was due to
unrealised losses in overseas equities and lower returns for Australian fixed
interest investments.

The accrued superannuation expense for 1998-99 was $151.9m.  This was
a combination of accrued superannuation expenses of $160.3m (1997-98:
$164.4m) offset by the amortisation of the unrealised gain from actuarial
review of $8.3m (1997-98: nil) – see below.

The transfer back to the Government of contributions made by agencies of
$79.6m was in excess of the original budget of $44.5m as a result of a
Government decision.  Under new arrangements for the funding of agency
superannuation expenses, all departments and authorities are now required
to pay their agency superannuation expenses to the SIPU.  Previously, only
some authorities made this payment.  Government funding for services and
outputs was increased to cover the payments.  Almost all of the increased
funding was subsequently paid back to the CFU.  The new arrangements
therefore, had no impact on the SIPU’s operating result.

The Chief Executive Officer of the Department of Treasury and
Infrastructure advised that “The variations from budget are the result of the
Government decision rather than SIPU management”.

53.6 TRIENNIAL ACTUARIAL REVIEW OF SUPERANNUATION
LIABILITIES

The Superannuation Provision obtains a triennial review of superannuation
liabilities.  The latest review was undertaken at 30 June 1999 based on the
outstanding liability at 30 June 1998.  On the basis of a set of actuarial
assumptions as to future investment earnings, salary inflation and
demographic factors, this actuarial review indicated that there was a
reduction of $99.96m in the superannuation liability as at 30 June 1998.

Under a revised accounting policy (see below) this reduction in liabilities
will be brought to account over 12 years.
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53.7 CHANGE IN ACCOUNTING POLICY FOR ACTUARIAL
GAINS AND LOSSES

A revised accounting policy was implemented by the Superannuation
Provision effective 1 July 1998 for treating “Unrealised Gains and Losses
from Actuarial Reviews”.  There are no applicable Australian Accounting
Standards that apply to the recognition of “Unrealised Gains and Losses
from Actuarial Reviews”.

As a result the treatment of the unrealised gain has been recorded using
principles outlined in International Accounting Standards.  This treatment
is considered a more conservative approach than under the previous
accounting policy where the $99.96m gain mentioned above, would have
been recorded in the Statement of Revenue and Expenses as a revenue item
for one year.  The previous treatment could lead to major fluctuations in the
operating result over a period of time.

As a result of the change in accounting policy, the “Unrealised Gains and
Losses from Actuarial Reviews” are now being amortised over a period to
reflect the average retirement profile of the members of the CSS/PSS
superannuation schemes.  This period, which is determined by the Actuary
and reviewed annually, is currently 12 years, and resulted in amortisation
for 1998-99 of $8.33m ($99.96m/12 years).  The remaining “Unrealised
Gains and Losses from Actuarial Reviews” is included in the Accrued
Superannuation Liabilities in the Statement of Financial Position.

Future unrealised gains and losses will be added to, or deducted from, the
balance of “Unrealised Gains from Actuarial Review” as appropriate.

53.8 UNFUNDED SUPERANNUATION LIABILITIES

The level of unfunded liabilities for superannuation over the past four years
has been as shown on the following page.
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Superannuation Provision Unit Unfunded Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000

Actual
1995-96

$000
Total Superannuation
Liabilities

1,243,011 1,089,137 924,736 820,614

Less Investments Held 358,939 318,705 273,524 221,051
Unfunded Liabilities 884,072 770,432 651,212 599,563
Unfunded Liabilities as a %
of Total Liabilities 70.8% 70.3% 69.5% 72.7%

At 30 June 1999, the ACT Government had total unfunded superannuation
liabilities of $884m, funding for which will need to be obtained from future
income.

If full allowance is made for the actuarial gain mentioned above, total
unfunded liabilities are $792.4m as at 30 June 1999.  The 1999-2000
budget has included a $300m capital injection to the Superannuation
Provision to assist with the reduction of the unfunded liability.

The ACT Government meets the reimbursement to the Australian
Government Retirement Benefits Office (AGRBO), of the emerging costs
of benefits paid each year to members of CSS/PSS for ACT Government
Service after 1 July 1989.  The Commonwealth Government makes
payment for services before 1 July 1989.  Payments to AGRBO to
reimburse the costs of superannuation benefits paid to ACT retirees for
each three-year period are based on preliminary estimates agreed with the
Commonwealth at the start of the three years.  Adjustments because of
under or over estimates in the previous triennium may also be made.

The amount paid during 1998-99 was $20m (1997-98 $16.5m) which
included the emerging cost of $14.9m (1997-98 $11.7m) plus an amount of
$5.1m ($4.8m) to cover prior years ‘deficits’ including interest.  As an
increasing number of members seek retirement it is expected that emerging
costs will increase significantly over the next ten years.
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54. THE CANBERRA HOSPITAL

54.1 INTRODUCTION

The Canberra Hospital, as a service provider, contracts with the ACT
Department of Health and Community Care to provide specific services
including medical, rehabilitation, geriatric, surgical, critical care,
pathology, mental health, imaging, allied health, and women’s and
children’s health for the ACT and the south eastern region of NSW.

54.2 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Health and
Community Care on 8 September 1999.

54.3 SIGNIFICANT FINDINGS

•  The Canberra Hospital has not fully managed its operations to budget;

•  The Canberra Hospital incurred an operating loss of $11.1m
(budgeted operating loss of $12.2m) after an additional injection for
operations of $4.8m from the Department of Health and Community
Care; and

•  Expenditure on capital works was less than budgeted because of
delays in commencing projects.

54.4 FINANCIAL ANALYSIS

The table on the following page summarises The Canberra Hospital’s
Operating Statement.
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The Canberra Hospital
Summary Operating Statement

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Government Sources
Provision of Hospital Services 193,885 201,332   175,679 185,976
Resources Free of Charge 296 3,389 980 278
Liabilities Assumed 0 0 16,327 16,658

194,181 204,721 192,986 202,912
Other Sources
Patient Fees 15,477 19,778 15,450 16,969
Interest 0 178 571 429
Other 9,768 10,043 8,034 4,635

25,245 29,999 24,055 22,033
219,426 234,720 217,041 224,945

Expenditure
Employee Expenses 150,735 154,231 147,788 150,516

Administrative Expenses
Plant and Equipment expense 7,199 6,832 7,508
Medical Surgical and Special
Service Supplies

17,465 16,303 15,399

VMO fee for services/sessions 11,849 12,293 11,622
Pharmaceuticals 12,385 10,577 9,126
Domestic Services 6,226 6,105 6,129
Payroll, Asset and Records
Management

4,176 3,825 4,551

Utilities 2,688 2,793 3,501
Insurance 3,389
Lease and Hire Expenditure 3,189 967 332
Consultancies and Contractors 2,674 1,467 1,261
Other 11,925 13,425 11,066

72,360 83,165 74,587 70,495
Depreciation 8,570 8,465 8,300 9,238

231,665 245,861 230,675 230,249

Operating (Loss) (12,239) (11,141) (13,634) (5,304)

Note:  To facilitate comparison with the 1998 actual result, the Injection for Operating
Requirements (budget $13.557m and 1999 actual $18.357m) have been classified as Revenue
from the Provision of Hospital Services.  No detailed breakdown available in the Budget
Papers for 1998-99 for all line items.
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Revenue Items

At $234.7m total revenue was greater than the budget of $219.4m by
$15.3m and greater than the previous year’s revenue of $217.0m by
$17.7m.

Revenue Comparison with Prior Year Actual

The increase of $17.7m compared to the previous year was mainly due to:

•  a $25.6m increase in funding from the Department of Health and
Community Care.  The main increases were due to:

•  funding for superannuation obligations ($20m);

•  an additional injection for operating requirements ($4.8m);

•  Superannuation liabilities assumed by government fell by $16.3m.
This is a result of agencies now being funded for their superannuation
obligations (included in funding received from the Department);

•  Resources Received Free of Charge of $3.4m (payment of the
insurance levy by the Department), and

•  Patient Fees increase of $4.3m.  The Canberra Hospital received
funding of $3.9m from the Department of Veteran’s Affairs for the
treatment of persons eligible under the Veteran’s Entitlement Act
1986.

Revenue Comparison to Budget

The variance of $10.5m against budget for Government source revenue
was mainly due to:

•  an additional Injection for Operating Requirements of $4.8m being
received from the Department of Health and Community Care,

•  increase of $3m in Resources Received Free of Charge resulting from
the Department of Health and Community Care paying the insurance
levy on behalf of the hospital, and
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•  increased funding during the year – significant increases related to the
purchase of surgical instruments and  IT modernisation costs.

The variance of $4.7m against budget for Revenue Other Sources relates
mainly to the Department of Veteran’s Affairs Patient Fees revenue.

Expenditure Items

At $245.9m total expenditure was greater than budgeted expenditure of
$231.7m by $14.2m and prior year actual expenditure of $230.7m by
$15.2m.

Expenditure Comparison to Prior Year Actual

Employee Expenses of $154.2m were greater than the previous year of
$147.8m by $6.4m.  The main reasons for this increase were pay rises
awarded to administration, nursing and medical staff.  The medical staff
pay rise was backdated to before the financial year and the nurses gain
sharing payrise backdated to November 1998.

Administrative Expenses of $83.2m exceeded the previous year’s
expenditure of $74.6m by $8.6m.  The main components of the increase
related to the $3.4m insurance levy payable for the first time, $2.2m
increase in lease and hire expenditure (including IT Modernisation), $1.2m
increase in Medical and Surgical supplies, and $1.8m increase in
Pharmaceuticals.

Expenditure Comparison with Budget

Employee Expenses of $154.2m were greater than the budget of $150.7m
by $3.5m (2%).  The main reason for this was that savings/cuts anticipated
in the budget had not been able to be met.  Strategies for savings were
being implemented towards the end of the financial year and were therefore
not reflected in this year.

Administrative Expenses of $83.2m exceeded the budget of $72.4m by
$10.8m.  The increase on budget relates mainly to the insurance levy,
which was paid by the Department (Resources Received Free of Charge)
on behalf of the hospital ($3.4m), additional expenditure on the purchase of
surgical instruments ($2.1m) and for IT Leasing and Modernisation costs
($1.1m).
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Conclusion

From the audit review of the financial statements and the explanations for
variations from budget, the conclusion has been drawn that The Canberra
Hospital has not fully managed its operations to its budget.  The Canberra
Hospital only met its budgeted operating result following an additional
injection for operating requirements of $4.8m from the Department of
Health and Community Care.

54.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratios
of the last three years are presented in the following table.

The Canberra Hospital
Current Assets and Liabilities

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Current Assets
Cash 5,037 3,648 4,931
Receivables 5,011 4,924 5,137
Investments 3,404 2,054 5,284
Inventories 2,560 2,479 2,068
Other 818 830 556

16,830 13,935 17,976

Current Liabilities
Creditors 8,385 8,225 8,673
Employee Entitlements 22,699 20,186 18,830
Other 5,164 1,740 1,469

36,248 30,151 28,972

Current Ratio 0.46 to 1 0.46 to 1 0.62 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.
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The Canberra Hospital current ratio has remained at 0.46 to 1.  The low
level indicates that The Canberra Hospital will have to manage its liquid
resources carefully if it is to avoid problems emerging in meeting its
commitments as they fall due in the next twelve months.

54.6 CAPITAL WORKS

Expenditure on Capital works was budgeted at $7.706m in 1998-99.  The
Canberra Hospital received a capital injection of $6.490m to cover this
expenditure, and spent $4.874m as detailed in the following table.

The Canberra Hospital - Capital Works

Budget
1998-99

$m

Actual
1998-99

$m
Project
Energy Management Project 0.200 0
Building 15 – Psychiatry Unit Modifications 2.000 0.450
Secure Care Facility 1.000 0.010
Feasibility Study – Medi Hotel 0.050 0.068
Feasibility Study – Kitchen Refurbishment 0.060 0.020
Building 3 Refurbishment 1.944 1.733
Decentralised Hot Water 0.010 0.054
Building 1 Lift Refurbishment 0.010 0.046
Refurbishment of Pathology Building 0.400 0.843
Refurbish Finishes Building 11 (Maternity) 0.403 0.360
Mental Health Building Security 0.150 0.210
Minor New Works 1.479 1.080
Total Capital Works 7.706 4.874

The variation to budget relates mainly to the following two projects:

•  Building 15 Psychiatry Unit Modifications – construction was delayed
due to a value management study being undertaken in consultation
with Mental Health management, staff and consumer group
representatives.  Construction is scheduled to begin in September
1999, and

•  Secure Care Facility – project has been put on hold pending a cabinet
decision on the location of the secure care facility.
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55. TOTALCARE INDUSTRIES LIMITED

55.1 INTRODUCTION

Totalcare Industries Limited is a Territory Owned Corporation.  The
business activities offered include services to the health and commercial
accommodation sector, building construction, civil engineering, property
and facilities management, engineering maintenance, and leasing and fleet
management services to clients in the ACT, regional New South Wales and
interstate.

55.2 SIGNIFICANT FINDINGS

•  operating revenue increased from $87.6m in 1997-98 to $92.2m in
1998-99 primarily as a result of increased sales;

•  Totalcare’s operating profit before abnormal items and tax was $1.3m
on revenue of $92.2m;

•  Totalcare’s operating loss after abnormal items and before tax was
$2.0m compared to a $8.4m profit in 1997-98; and

•  Totalcare’s short-term financial position has deteriorated in 1998-99
and the Company now has an excess of current liabilities over current
assets.

55.3 AUDIT OF THE 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion on the financial statements was issued on
21 October 1999.

55.4 FINDINGS FROM THE AUDIT

Although an unqualified opinion was issued on the financial statements,
there were substantial delays in the completion of the audit.  Factors
contributing to this were:
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•  The absence of computerised and integrated jobs and product costing
system.  Totalcare commonly produces information manually from a
number of different sources with inherent quality problems;

•  the requirement to fully validate the Projects costing data with client
agencies to allow the decommissioning of one data base and transfer to
another; and

•  the delays in fully implementing Totalcare’s new Financial Management
System in the first quarter of the 1999-2000 financial year.

The audit found that the business units within Totalcare require more
training in the use of financial statements as a business tool and better
quality control measures are needed for accounting material prepared
within the business units.

55.5 FINANCIAL ANALYSIS

A summary of Totalcare’s Operating Statement is shown in the table on the
following below.

Totalcare Industries Limited
Summary Operating Statement

Actual
1998-99

$000

Actual
1997-98

$000

Actual
1996-97

$000
Revenue
Sales 83,238 77,891 56,233
Fees 7,035 8,253 1,403
Other 1,948 1,435 524

92,221 87,579 58,160

Expenses 90,929 87,331 57,463

Operating surplus before
abnormal items and income tax 1,292 248 697
Abnormal items (3,363) 8,193 15,914
Operating Surplus/(Loss) (2,071) 8,441 16,611
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Operating revenue increased from $87.6m in 1997-98 to $92.2m in
1998-99 primarily due to increased sales in the non-government sector.  As
a result of these expansions in activity, expenses have also increased
proportionately.  Operating profits before abnormal items rose by $1.044m
over 1997-98.  This increase was as a result of improvements in the
marketing of services, cost competitive practices and a more cohesive
approach to customer relations.

Abnormal Items

Abnormal expenses of $4.7m contributed to the overall operating loss
before tax equivalents.  Abnormal expenses included the severance pay
component of voluntary redundancies and redeployment costs of $3.7m,
millenium rectification costs of $0.2m and restructuring and business
closure expenses of $0.8m.

Prior to the introduction on 1 July 1999 of a new system for recording the
costs associated with Projects, the company undertook a comprehensive
review of all Projects.  As a result of this review many outstanding Projects
were closed off resulting in the recognition of abnormal revenue to the
company of $1.3m.

55.6 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.
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Totalcare Industries Limited
Current Assets and Liabilities

1998-99
$000

1997-98
$000

1996-97
$000

Current Assets
Cash 1,898 6,326 18,464
Receivables 15,920 12,079 18,688
Investments 9,060 17,300 0
Other 3,363 2,875 1,498

30,241 38,580 38,650
Current Liabilities
Creditors and borrowings 8,725 9,601 9,497
Payments received in advance 16,945 17,365 16,621
Provisions 4,396 4,956 4,743
Borrowings 469 574 454

30,535 32,496 31,315

Current Ratio 0.99 to 1 1.2 to 1 1.2 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum benchmark
usually desirable in a business.  The Company’s current ratio deteriorated
to 0.99 to 1 in 1998-99 from 1.2 to 1 in the previous year.  On this basis the
Company’s short-term financial position is below the normally accepted
liquidity benchmark.

Payments Received in Advance of $16.9m, representing advances by ACT
agencies to Totalcare, are a major component of current liabilities.  These
advances represent payments made by clients in advance for work being
performed.  This cash received by Totalcare from clients has been treated
as a source of funding by the company.

In 1996-97, Payments in advance of $16.6m was matched by cash of
$18.5m.  While this was maintained in 1997-98 (Payments in advance
$17.4m; Cash and Investments $23.6m), the situation in 1998-99 had
deteriorated – Payments in advance $16.9m; Cash and Investments $10.9m.
This use of the Payments in advance funding was necessary because the
cash received from operations fell from a surplus of $11.3m in 1997-98 to
an outflow of $6.0m in 1998-99.
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The company has advised that it has put in place alternative funding
arrangements for future years and client advances are to be reclassified as
trust moneys.

56. UNIVERSITY OF CANBERRA

56.1 INTRODUCTION

On 30 November 1997 the Commonwealth Government transferred the
University of Canberra to the ACT Government, under the University of
Canberra (Transfer) Act 1997.

The University has a 31 December year end for financial reporting.

56.2 AUDIT OF THE 1998 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Education
on 19 March 1999.

56.3 FINDINGS FROM THE AUDIT

As a result of the audit a number of instances were identified where the
financial administration of the University could be improved or where
internal controls were not fully effective.  These instances were notified to
management with appropriate recommendations.

56.4 FINANCIAL ANALYSIS

The table on the next page summarises the University’s Operating
Statement.
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University of Canberra
Summary Operating Statement

Actual
1998
$000

Actual
1997
$000

REVENUE
Government Sources
Commonwealth Government Grants 36,526 42,067
Higher Education Contribution Scheme (HECS) 21,642 16,714
State Government Grants 159 141

58,327 58,922
Other Sources
Other Research Grants and Contracts 3,679 2,955
Donations and Bequests 519 198
Investment Income 928 934
Fees and Charges 15,700 16,362
Other Revenue 7,284 6,299

28,110 26,748
86,437 85,670

EXPENDITURE
Employee Expenses 56,612 55,544
Depreciation Expense 5,299 4,688
Other Expenses 23,123 23,774

85,034 84,006
Operating Surplus before Abnormal Items 1,403 1,664
Abnormal Item 124 (975)
Operating Surplus 1,527 689

Comments follow on major sources of revenue and expenditure, which
show significant variations from the previous year.

Revenue

Commonwealth Government Grants ($36.5m) were $5.6m less that the
prior year ($42.1m).  This decrease was in line with the Government’s
policy of reducing overall funding to educational institutions.  The increase
in HECS of $4.9m is due to an increase by the Commonwealth
Government in the yearly charge for HECS for each full time student by
approximately $800.
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Expenditure

The $1.1m increase in Employee Expenses was mainly due to the increase
in award salaries under the University’s Enterprise Bargaining Agreement.

Operating Result

For the year ending 31 December 1998, the University of Canberra
reported an operating surplus of $1.5m compared to $0.7m in 1997.

56.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of the current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.  Details of the current assets and liabilities and the current ratio
for the last two years are presented in the following table.

University of Canberra
Current Assets and Liabilities

Actual
1998
$000

Actual
1997
$000

Current Assets
Cash 2,895 2,784
Receivables 2,642 2,017
Investments 14,110 14,410

19,647 19,211
Current Liabilities
Creditors 1,966 2,169
Borrowings 1,350 1,350
Accrued Liabilities 1,717 1,129
Provisions 4,525 4,822
Other 978 831

10,536 10,301

Current Ratio 1.9 to 1 1.9 to 1



FINANCIAL AUDITS WITH YEARS ENDING TO 30 JUNE 1999

239

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.  The University’s current ratio has remained constant at 1.9
to 1.  The University’s short term financial position is satisfactory.

57. UNIVERSITY OF CANBERRA COLLEGE

57.1 INTRODUCTION

The University of Canberra College Pty Limited is wholly owned by the
University of Canberra.  The company was established in response to a
growing demand for university programs which would prepare students
(who had not otherwise met the requirements for entry to the University)
for University.  The company benefits the University as it provides a
mechanism for increasing the number of students who are able to continue
on to complete their qualifications.

The Company has a 31 December year end for financial reporting purposes
and is consolidated in the financial statements of the University.

57.2 AUDIT OF THE 1998 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Education
on 22 March 1999.

57.3 FINDINGS FROM THE AUDIT

The audit identified instances where the financial administration of the
college could be improved or where internal controls were not fully
effective.  These instances were reported to management with appropriate
recommendations.
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57.4 FINANCIAL ANALYSIS

The following table summarises the Company’s Operating Statement.

University of Canberra College Pty Limited
Summary Operating Statement

Actual
1998
$000

REVENUE

Fees and Charges 1,038
Interest 2

1,040

EXPENDITURE
Employee Expenses 427
Depreciation Expense 17
Other Expenses 596

1,040
Operating Result 0

The major source of revenue for the company is student fees. Major
expenses for the company are mainly administrative in nature.

Conclusion

The overall operating result was nil.  This was because the University
limits its charges to the company so that the company is not placed in an
operating deficit.

57.5 SHORT TERM FINANCIAL POSITION

The current ratio, which represents the ratio of the current assets to current
liabilities, is indicative of an entity’s ability to meet its obligations in the
short term.
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Details of the current assets and liabilities and the current ratio are
presented in the following table.

University of Canberra College Pty Limited
Current Assets and Liabilities

Actual
1998
$000

Current Assets
Cash 315
Receivables 26

341

Current Liabilities
Creditors 282
Provisions 12
Other 55

349

Current Ratio 1 to 1

A current ratio in the range of 1:1 to 1.5:1 is the minimum usually desirable
in a business.

The current ratio should be monitored closely by the Company if it is not to
experience liquidity difficulties.
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58. URBAN SERVICES DEPARTMENT

58.1 INTRODUCTION

The Department of Urban Services (the Department) provides a wide range
of urban, rural and commercial services to the ACT community and to
other ACT Public Service agencies.  At 30 June 1999, the Department had
the following organisational structure:

The Department undertakes a broad range of activities including:

•  municipal and city-state type services such as management of garbage
and recycling services, Canberra’s parks and open spaces, infrastructure
(roads and stormwater), street cleaning, libraries and information
services and road use;

•  planning and land management services including building control;
•  environmental management and control;
•  energy related issues including implementation of the national reform

agendas for electricity, water and gas;
•  provision of a public bus service (ACTION);

DEPARTMENT OF
URBAN SERVICES

Corporate

Policy Coordination Operations

Planning And Land
Management

Environment ACT ACTION

Transport
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Housing
Policy

Infrastructure
Policy

Industry
Policy And
Regulation

Information
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•  provision and management of housing assistance and rental
accommodation (ACT Housing); and

•  management of renewable forest resources (ACT Forests).

The Department also liaises with and oversights the activities of a number
of government owned business enterprises and public trading enterprises.

58.2 REPORTING ENTITIES

For reporting purposes, the Department consists of seven financial entities.
Each of these entities prepares financial statements which are subject to
audit:

•  Department of Urban Services (comprising City Operations, Policy
Coordination, Information Planning and Services, Environment ACT,
Planning and Land Management, and Corporate);

•  ACT Housing;
•  ACTION;
•  ACT Forests;
•  Trustees of the Canberra Public Cemeteries;
•  Nominal Insurer of the ACT; and
•  ACT Worker’s Compensation Supplementation Fund.

Unqualified audit opinions were provided for each of these entities.
Comments for the Department are included below while comments on each
of the other entities are presented in elsewhere in this report.

58.3 SIGNIFICANT FINDINGS

•  No audit opinion was expressed on five of the Department’s
performance measure results;

•  Departmental and Territorial property assets with value over one
million dollars were revalued as at 30 June 1999. The revaluation
resulted in a net increment of $117m to Territorial property value and
$2m to the departmental property value;
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•  The expenditure budget for Territorial transactions, particularly for
depreciation and amortisation, and administrative expenses was
significantly underestimated;

•  In an overall sense, the Department managed its operations to budget
in 1998-99; and

•  The Department spent $416,000 against the budget of $889,000 for
Departmental Capital Works; similarly, only $21.2m was spent
against the budget of $29.6m for Territorial Capital Works.

58.4 AUDIT OF THE DEPARTMENT’S 1998-99 FINANCIAL
STATEMENTS

The Department’s financial statements comprise City Operations, Policy
Coordination, Information Planning and Services, Environment ACT,
Planning and Land Management, and Corporate.  An unqualified audit
opinion on the 1998-99 financial statements was provided to the Minister
for Urban Services on 1 October 1999.

The audit report on the Department’s Statement of Performance contained
an “Emphasis of Matter” in relation to five performance measures upon
which no audit opinion was expressed.

58.5 FINDINGS FROM THE AUDIT

As a result of the audit, a number of instances were identified where the
financial operations of the Department could be improved or where internal
controls were not operating satisfactorily.  These instances have been
notified to management with appropriate recommendations.

58.6 FINANCIAL ANALYSIS

Departmental Transactions

The table on the following page summarises the Department’s Operating
Statement.
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Urban Services Department
Summary Operating Statement

Budget Actual Actual
1998-99 1998-99 1997-98

$000 $000 $000
Revenues
Government Sources
Government Payment for Outputs 218,808 214,780 157,345
Superannuation Liability Assumed 0 0 9,635
User Charges – ACT Government 8,849 9,510 9,213

227,657 224,290 176,193

Other Sources
User Charges – Non ACT Government 7,022 9,421 8,432
Interest 237 250 536
Other 1,745 2,978 1,623

9,004 12,649 10,591
236,661 236,939 186,784

EXPENDITURE
Employee Expenses 88,854 86,765 84,869
Administration:

Rental Expense for Operating Leases 9,315 9,356
Professional Services 19,401 20,706
Hire Charges 6,676 8,975
Utilities 7,066 8,048
Repairs and Maintenance 23,732 22,411
Payments to Service Providers 53,204 0
Other 31,194 25,387

147,436 150,588 94,883
Depreciation 5,475 5,025 4,225
Interest 3,217 3,175 771
Other 4,249 4,435 1,296
Total Expenditure 249,231 249,988 186,044
Operating Surplus/(Loss) (12,570) (13,049) 740

Note: No detailed breakdowns of Administration Expenditure provided in the 1998-99 Budget Papers.

Comments follow on the major departmental sources of revenue and
expenditure.
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Revenue Items

The Department’s revenue for the year totaled $236.9m, an increase of
$50m or 27% compared to the previous year.  This is mainly attributable to
increased revenue from Government Payment for Outputs of $57.5m offset
by a reduction in Superannuation Liability Assumed of $9.6m.

Government Payment for Outputs is the Department’s main source of
revenue.  It increased by $57.5m or 37% from $157.3m in 1997-98 to
$214.8m in 1998-1999.  Under changes to the purchaser-provider model,
the Department now receives Government Payment for Outputs to fund the
purchase of services from ACT Housing and ACTION.  The change was
introduced from 1 July 1998 and a total of $53.2m was transferred to ACT
Housing and ACTION as payment for service providers’ expenses during
the year.

User Charges Non ACT Government increased by $989,000 in 1998-99.
This increase is mainly a result of increased consumer demand for services.
A small portion of this increase is also attributable to the new requirement
for ACT residents to pay for an energy efficiency report on their houses
prior to sale.

For 1997-98, Departmental revenue included $9.6m from Superannuation
Liability Assumed.  From 1 July 1998, the Government Payment for
Outputs included funding for employees’ superannuation expense which is
paid to the Superannuation and Insurance Provision Unit.

Expenditure Items

Total expenditure exceeded budget by $757,000 and increased by $64m on
the previous year.  This is mainly due to the introduction of the purchaser-
provider relationship with ACT Housing and ACTION.  Under this
arrangement, the Department received revenue of $53m as Government
Payment for Outputs and subsequently paid to ACT Housing and ACTION
as Payment to Service Providers.  The introduction of capital charges and
interest on new borrowings increased Interest expense by $2.4m.

Employee Expense (including superannuation expense) increased by $1.9m
or 2% in 1998-99 compared to the previous year and is 2% less than
budget.  Increases in redundancy payments of $923,000 during the year is
offset by a compensating decrease in long service leave of $1m and annual
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leave of $349,000.  The Comcare premium has increased by $560,000
following review of applicable rates.

Administrative Expenses increased by $55.7m in 1998-99.  Most of the
increase ($53m) related to purchaser-provider payments by the Department
to ACT Housing and ACTION.

Interest expense increased by $2.4m mainly due to the introduction of
capital charge of $1.8m and interest on new borrowings of $671,000.

Other expenses increased by $3m compared to the previous year mainly
due to increased grant payments as provided for in the Budget.

Conclusion

From the audit review of the financial statements and the explanations for
variations from prior year’s results and budget, the conclusion has been
drawn that the Department, in an overall sense, managed its departmental
operations to budget during 1998-99.

Territorial Transactions

Revenue Items

Territorial revenue including payment for expenses on behalf of the
Territory, Resources Received Free of Charge and Commonwealth grants
are shown in the table on the following page.
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Urban Services Department - Territorial Revenues

Budget
1998-99

$000

Actual
1998-99

$000

Actual
1997-98

$000
Payment for Expenses on behalf of
the Territory

790 791 6,881

Resources Received Free of Charge 0 665 0

Taxes, Fees And Fines
Motor Vehicle Registration 52,919 48,128
Fees for Regulatory Services 12,700 13,474
Betterment 4,337 3,653
Parking Fines 6,864 5,674
Traffic Fines 4,386 3,918
Drivers’ Licenses 5,373 5,343
Miscellaneous 6 0

81,780 86,585 80,190

Land Revenue
Land Sales 0 (19) 29,525
Land Rentals 0 5,428 5,418

0 5,409 34,943

Commonwealth Grants 29,322 27,235 2,457

Other Revenue
Parking Fees 9,386 10,614 9,978
Other 5,000     217    708

126,278 131,516 135,157

Note: No detailed breakdowns of Taxes, Fees and Fines provided in the 1998-99 Budget Papers.

Revenue collected on behalf of the Territory for the year totaled $131.5m, a
decrease of $3.6m compared to the previous year.  Land Revenue fell by
$29.5m compared to the previous year due to the transfer of the land sales
function.  This was offset by the increase in Taxes, Fees and Fines ($6.4m)
and Commonwealth Grants ($24.8m).  Total revenue exceeded budget by
$5.2m or 4%.
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The Department collected $86.6m of Taxes, Fees and Fines on behalf of
the Territory during 1998-99.  The amount collected increased by $6.4m
compared to the previous year and increased by $4.8m compared to budget.
The increases in Motor Vehicle Registrations by $4.8m and Parking and
Traffic Fines by $1.7m were mainly due to new fee structures implemented
during the year.

Land Revenue decreased by $29.5m compared to the previous year.  The
decrease in Land Sales of $29.5m is due to the transfer of land sales
function to the ACT Office of Asset Management on 1 July 1998.  Land
Rentals have remained constant with the previous year but have exceeded
budget by $5.4m.  This was due to budgeted Land Rentals being
misclassified as other revenue.

Commonwealth Grants has increased by $25m compared to the previous
year and is $2m less than budget.  The Department received additional
Commonwealth Grants during the year for ACT Housing projects of
$14.1m and for contribution to the Australian Land Transport Development
Fund of $13m.

Expenditure Items

Territorial expenditure other than transfers made to the Central Financing
Unit for Taxes, Fees and Fines, Land Revenue, and Parking Fees collected
comprised:

Urban Services Department Territorial Expenditure

Budget Actual Actual
1998-99 1998-99 1997-98

$000 $000 $000

Depreciation and Amortisation 52,574 62,374 62,839
Administrative Expense 79 2,955 5,410
Grants and Subsidy Payments 0 417 3,298
Bad and Doubtful Debts Expense 0 245 667
Employee Expenses 122 143 165
Other 536 328 8,369

53,311 66,462 80,748
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Total Territorial expenditure in 1998-99 fell by $14.3m from the previous
year.  This is due to decreases in all items of expenditure notably
Administrative Expense, Grants and Subsidy Payments and Other
Expenses.  Total expenditure was more than budget by $13.1m mainly due
to higher Depreciation and Amortisation ($9.8m) and Administrative
Expense ($2.8m).

Depreciation and Amortisation relates to the Territory’s infrastructure and
building assets, which are managed on behalf of the Territory by the
Department.  These infrastructure assets consist of roads, bridges, the
stormwater network, etc.

Budgeted depreciation for the year of $52.6m compared with actual
depreciation of $62.4m and the previous year’s depreciation at $62.8m.
The same inconsistency arose in the previous year.

The Department advised that “it is not always possible to determine in the
budget the depreciation effect arising from the changes in values of assets
from future revaluations, re-assessments of useful lives etc.  This is because
the budget in recent years has been compiled some 18 months prior to the
finalisation of the accounts.”

The Department also advised that it has already taken action “to reduce the
potential for variation between budget and actual for future years and that
future revaluations and re-assessments of economic lives of assets may
continue to cause variances between budget and actual in the future.”

Administrative Expense fell by $2.5m or 45% in 1998-99 compared to the
previous year due to the transfer of infrastructure administration to the
Departmental accounts.

However, the Department did not foresee that there would be an increase in
repairs and maintenance as a result of capital work in progress being
transferred from Departmental to the Territorial accounts.  This resulted in
actual Administrative Expense being higher than budget by $2.9m.

Grants and Subsidy Payments decreased by $2.9m due to the transfer to
Chief Minister’s Department of Community Service Obligation payments
for EPIC and ACTION.
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Other Expenses fell by $8.1m in 1998-99 compared to 1997-98 due mainly
to the transfer of infrastructure assets of $4.6m to ACTEW in 1997-98.
This is now the responsibility of the Office of Asset Management.  The
Other Expenses this year of $328,000 is mainly represented by write-off of
assets.

Conclusion

Total actual revenue exceeded total budget revenue by $5.2m, mainly due
to increased revenue from Taxes Fees and Fines and Commonwealth
Grants.  The expenditure budget for Territorial transactions, particularly
for depreciation and amortisation, and administrative expenses was
significantly underestimated.

58.7 CAPITAL WORKS

Departmental

The table on the following page compares the actual expenditure with
budget for Departmental Capital Works and Work in Progress by Business
Units.
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Department of Urban Services Capital Works Expenditure

Budget
1998-99

$’000

Actual
1998-99

$’000

New Capital Works
Information Management
- Minor New Works – Libraries 175 125

Environment ACT
- Tidbinbilla Nature Reserve Regional

Visitor Centre
400 0

Total New Capital Works 575 125

Work in Progress

-   Libraries 98 98
-   Heritage 112 111
-   Projects physically complete 104 82

Total Works in Progress 314 291

Total Departmental Capital Works 889 416

Departmental expenditure on Capital Works and Work in Progress was
budgeted to be $889,000 but actual expenditure was only $416,000, as
detailed in the table.  The budget included an amount of $400,000 for work
on the Tidbinbilla Visitor Centre set for completion in December 1999.  No
expenditure was recorded against this project to 30 June 1999 because of
delays in finalising plans.

Territorial

The following table shows the actual expenditure compared to budget for
Territorial Capital Works and Work in Progress by Business Units.
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Department of Urban Services Capital Works Expenditure

Budget
1998-99

$’000

Actual
1998-99

$’000
New Capital Works
- Canberra Places 2,253 1,814
- Canberra Urban Parks 640 370
- Waste Management 3,100 0
- Infrastructure 785 696
- Environment ACT 350 341
- Public Transport 660 100
- Planning and Land Management 2,920 2,693
- Other 200 200
Total New Capital Works 10,908       6,214

Work in Progress

- Canberra Places 3,071 2,852
- Canberra Urban Parks 1,564 1,113
- Waste Management 392 341
- Infrastructure 9,297 6,530
- Environment ACT
- Public Transport
- Planning and Land Management

1,110
790

2,460

940
617

2,619

Total Work in Progress 18,684 15,012

Total Territorial Capital Works 29,592 21,226
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Expenditure on Territorial Capital Works was budgeted to be $29.6m.
Actual expenditure was $21.2m.  Of the $21.2m spent on Territorial
Capital Works and Work in Progress, an amount of approximately $9m
relating to minor works was expensed.

The reasons for the major areas of under expenditure are set out below.

•  Waste Management’s New Capital Works budget includes $3.1m for
work on the Mitchell Resource Recovery and Transfer Facility.  No
expenditure has occurred against this project to date.  The Department
advised that “the project is being reviewed to determine if it could be
funded by the private sector and thus without resort to Government
funding."

•  The bus priority measures consultancy had not been commissioned
resulting in lower than budget expenditure on Public Transport
projects.

•  The Infrastructure Work in Progress budget of $9.3m included $3m
for the development of Acton Peninsula.  There was no expenditure
on this project because the Commonwealth had not requested the
works to be executed.

•  The Department advised that “following the transfer of the Weston
Creek Youth Recreation Facility (Stages 1&2) to the Department of
Education and Community Services, the budget for Canberra Urban
Parks New Capital Works was reduced to $370,000 and Work in
Progress to $1.2m.  Following the transfer of functions to the Office of
Asset Management, the budget for Planning and Land Management’s
New Capital Works was reduced to $2.7m”.

In relation to expenditure on capital works being below budget, the
Department advised that “most capital works comprised of construction
projects that can be complex and may require extensive external
consultation and/or input.  As such they are subject to greater likelihood of
variation than recurrent expenditures.  The variations in 1998-99 are
greater than prior years due principally to the lack of commissioning of
work by the Commonwealth, which is outside the control of the
Department; and closer scrutiny of the Mitchell Resource Recovery and
Transfer Facility project to determine if it can be funded by the private
sector.”
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59. WORKERS’ COMPENSATION
SUPPLEMENTATION FUND

59.1 INTRODUCTION

The ACT Workers’ Compensation Supplementation Fund was established
pursuant to the Workers’ Compensation Supplementation Fund Act 1980.
The purpose of the Fund is to accept responsibility for the payment of
workers’ compensation in the event that an insurance company failed or
was unable to meet its liabilities arising from workers’ compensation
insurance policies.  A senior officer from ACT Workcover manages the
fund, which is part of the Department of Urban Services.

59.2 AUDIT OF 1998-99 FINANCIAL STATEMENTS

An unqualified audit opinion was provided to the Minister for Urban
Services on 8 September 1999.

59.3 FINANCIAL ANALYSIS

The operating profit for 30 June 1999 was $268,502.  This was a
significant reduction from the previous year where the operating profit was
$1.55m due to a large refund from an insurance company liquidator.  The
current operating profit resulted in an increase in the net asset position by
approximately the same amount.

At present the fund has net assets of $8.7m.  An actuarial study was
commissioned by ACT Workcover to determine whether these assets are
sufficient to meet likely claims.  The actuarial study indicated that there
could be a potential shortfall in the Fund’s assets by the year 2005.  ACT
Workcover is preparing a report for the Minister outlining future action
including the need for future levies.
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12 Reports were issued prior to 1992.  Details can be obtained from the Government Audit Office.

Annexure

Reports Published in 1992

1 Information Technology Management Policies in the ACT Government Service

2 Financial Audits with Years Ending to 30 June 1991

3 GAO Annual Management Report for Year Ended 30 June 1992

4 ACT Board of Health - Management of Information Technology

5 Budget Outcome Presentation and the Aggregate Financial Statement for the Year Ended 30
June 1992

6 Financial Audits with Years Ending to 30 June 1992

Reports Published in 1993

1 Management of Capital Works Projects

2 Asbestos Removal Program

3 Various Performance Audits Conducted to 30 June 1993
- Debt Recovery Operations by the ACT Revenue Office
- Publicity Unaccountable Government Activities
- Motor Vehicle Driver Testing Procedures

4 Various Performance Audits
- Government Home Loans Program
- Capital Equipment Purchases
- Human Resources Management System (HRMS)
- Selection of the ACT Government Banker

5 Visiting Medical Officers

6 Government Schooling Program

7 Annual Management Report for the Year Ended 30 June 1993

8 Redundancies

9 Overtime and Allowances

10 Family Services Sub-Program

11 Financial Audits with Years Endings to 30 June 1993
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Annexure (continued)

Reports Published in 1994

1 Overtime and Allowances - Part 2

2 Department of Health - Health Grants
- Management of Information Technology

3 Public Housing Maintenance

4 ACT Treasury - Gaming Machine Administration
- Banking Arrangements

5 Annual Management Report for Year Ended 30 June 1994

6 Various Agencies - Inter-Agency Charging
- Management of Private Trust Moneys

7 Various Agencies - Overseas Travel - Executives and Others
- Implementation of Major IT Projects

8 Financial Audits with Years Ending to 30 June 1994

9 Performance Indicators Reporting

Reports Published in 1995

1 Government Passenger Cars

2 Whistleblower Investigations Completed to 30 June 1995

3 Canberra Institute of Technology - Comparative Teaching Costs and Effectiveness

4 Government Secondary Colleges

5 Annual Management Report for Year Ended 30 June 1995

6 Contract for Collection of Domestic Garbage/Non-Salary Entitlements for Senior Government
Officers

7 ACTEW Benchmarked

8 Financial Audits With Years Ending to 30 June 1995

Reports Published in 1996

1 Legislative Assembly Members - Superannuation Payments/Members’ Staff - Allowances and
Severance Payments

2 1995 Taxi Plates Auction
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Annexure (continued)

3 VMO Contracts

4 Land Joint Ventures

5 Management of Former Sheep Dip Sites

6 Collection of Court Fines

7 Annual Management Report For Year Ended 30 June 1996

8 Australian International Hotel School

9 ACT Cultural Development Funding Program

10 Implementation of 1994 Housing Review

11 Financial Audits with Years Ending to 30 June 1996

Reports Published in 1997

1 Contracting Pool and Leisure Centres

2 Road and Streetlight Maintenance

3 1995-96 Territory Operating Loss

4 ACT Public Hospitals  - Same Day Admissions
Non Government Organisation  - Audit of Potential Conflict of Interest

5 Management of Leave Liabilities

6 The Canberra Hospital Management’s Salaried Specialists Private Practice

7 ACT Community Care  - Disability Program and Community Nursing

8 Salaried Specialists’ Use of Private Practice Privileges

9 Fleet Leasing Arrangements

10 Public Interest Disclosures - Lease Variation Charges
- Corrective Services

11 Annual Management Report for Year Ended 30 June 1997

12 Financial Audits with Years Ending to 30 June 1997

13 Management of Nursing Services
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Annexure (continued)

Reports Published in 1998

1 Management of Preschool Education

2 Lease Variation Charges - Follow-up Review

3 Major IT Projects - Follow-up Review

4 Annual Management Report for Year Ended 30 June 1998

5 Management of Housing Assistance

6 Assembly Members’ Superannuation and Severance Payments to Former Members’ Staffers

7 Magistrates Court Bail Processes

8 Territory Operating Losses and Financial Position

9 Financial Audits With Years Ending To 30 June 1998

10 Management of Schools Repairs and Maintenance

11 Overtime Payment To A Former Legislative Assembly Member’s Staffer

Reports Published in 1999

1 Stamp Duty on Motor Vehicle Registrations

2 The Management of Year 2000 Risks

3 Annual Management Report for the Year Ended 30 June 1999

4 Financial Audits With Years Ending To 30 June 1999



Availability of Reports

Copies of Reports issued by the ACT Auditor-General’s Office are available from:

ACT Auditor-General’s Office
Scala House

11 Torrens Street
BRADDON  ACT  2601

or

PO Box 275
CIVIC SQUARE  ACT  2608

Phone (02) 62070833 / Fax (02) 62070826


