PARLIAMENTARY SERVICES DEPARTMENT
Notes to the Financial Statements
For the year ended 30 June 2006

1. Departmental mission and funding

Parliamentary Services Department’s role is to ensure the provision of an appropriate
environment and ancillary services to Members of Parliament, Chamber Departments,
Parliamentary staff and other users.

The Department is funded by Parliamentary appropriations.

2. First time adoption of Australian equivalents to International Financial Reporting
Standards

This is the Department’s first published financial statements prepared under Australian
equivalents to International Financial Reporting Standards (AIFRS).

Accounting Standard AASB 1 ‘First-time Adoption of Australian Equivalents to International
Financial Reporting Standards’ has been applied in preparing these financial statements. Until 30
June 2005, the financial statements have been prepared under the previous Australian Generally
Accepted Accounting Principles (AGAAP).

The Australian Accounting Standards Board (AASB) adopted the Standards of the International
Accounting Standards Board (IASB) for application to reporting periods beginning on or after
1 January 2005 by issuing AIFRS which comprise a Framework for the Preparation and
Presentation of Financial Statements, Accounting Standards and the Urgent Issue Group (UIG)
Interpretations.

In accordance with the option provided by AASB 1 paragraph 36A and exercised by Treasurer’s
Instruction (TI) 1101 ‘Application of Australian Accounting Standards and Other
Pronouncements’, financial instrument information prepared under AASB 132 and AASB 139
will apply from 1 July 2005 and consequently comparative information for financial instruments
is presented on the previous AGAARP basis. All other comparative information has been prepared
under the AIFRS basis.

Early adoption of standards

The Department cannot early adopt an Australian Accounting Standard or UIG Interpretation
unless specifically permitted by TI 1101 ‘Application of Australian Accounting Standards and
Other Pronouncements’. This TI requires the early adoption of revised AASB 119 ‘Employee
Benefits’ as issued in December 2004, AASB 2004-3 ‘Amendments to Australian Accounting
Standards’ and 2005-3 ‘Amendments to Australian Accounting Standards [AASB 119]’;
AASB 2005-4 ‘Amendments to Australian Accounting Standard [AASB 139, AASB 132,
AASB 1, AASB 1023 & AASB 1038]" and AASB 2005-6 ‘Amendments to Australian
Accounting Standards [AASB 3]’ to the annual reporting period beginning 1 July 2005. AASB
2005-4 amends AASB 139 ‘Financial Instruments: Recognition and Measurement’ so that the
ability to designate financial assets and financial liabilities at fair value is restricted. AASB 2005-
6 excludes business combinations involving common control from the scope of AASB 3
‘Business Combinations’.

Reconciliations explaining the transition to AIFRS as at 1 July 2004 and 30 June 2005 are
provided atnote 38 ‘Reconciliations explaining the transition to AIFRS’.
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PARLIAMENTARY SERVICES DEPARTMENT
Notes to the Financial Statements

For the year ended 30 June 2006

3. Summary of significant accounting policies

(a) General Statement

The financial statements constitute a general purpose financial report which has been prepared in
accordance with the Australian Accounting Standards, the Framework, Statements of Accounting
Concepts and other authoritative pronouncements of the Australian Accounting Standards Board
as applied by the Treasurer’s Instructions. Several of these are modified by the Treasurer’s
Instructions to vary application, disclosure, format and wording.

The Financial Administration and Audit Act and the Treasurer’s Instructions are legislative
provisions governing the preparation of financial statements and take precedence over the
Accounting Standards, the framework, statements of Accounting Concepts and other authoritative
pronouncements of the Australian Accounting Standards Board.

Where modification is required and has a material or significant financial effect upon the reported
results, details of that modification and the resulting financial effect are disclosed in the notes to
the financial statements.

(b) Basis of Preparation

The financial statements have been prepared in accordance with Accounting Standard AAS 29
‘Financial Reporting by Government Departments’ on the accrual basis of accounting using the
historical cost convention, modified by the revaluation of land, buildings and infrastructure which
have been measured at fair value.

The accounting policies adopted in the preparation of the financial statements have been
consistently applied throughout all periods presented unless otherwise stated.

The financial statements are presented in Australian dollars and all values are rounded to the
nearest thousand dollars ($'000).

The judgements that have been made in the process of applying the Department’s accounting
policies that have the most significant effect on the amounts recognised in the financial statements
are disclosed at note 4  Judgements made by management in applying accounting policies’.

The key assumptions made concerning the future, and other key sources of estimation uncertainty
at the reporting date that have a significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year are disclosed at note 5 ¢ Key
sources of estimation uncertainty’.

(¢) Reporting Entity
The reporting entity comprises the Department.
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(d) Contributed Equity

UIG Interpretation 1038 ‘Contributions by Owners Made to Wholly-Owned Public Sector
Entities’ requires transfers in the nature of equity contributions to be designated by the
Government (the owner) as contributions by owners (at the time of, or prior to transfer) before
such transfers can be recognised as equity contributions. Capital contributions (appropriations)
have been designated as contributions by owners by TI955 ‘contributions by owners made to
wholly owned public sector entities’ and have been credited directly to Contributed Equity.
Transfers of net assets to/from other agencies are designated as contributions by owners where the
transfers are non-discretionary and non-reciprocal see note 27 ‘Equity’.

(e) Income

Revenue
Revenue is measured at the fair value of consideration received or receivable. Revenue is

recognised for the major business activities as follows:

Sale of goods
Revenue is recognised from the sale of goods and disposal of other assets when the significant

risks and rewards of ownership control transfer to the purchaser.

Rendering of services
Revenue is recognised upon delivery of the service to the client or by reference to the stage of
completion.

Service Appropriations

Service Appropriations are recognised as revenues in the period in which the Department gains
control of the appropriated funds. The Department gains control of appropriated funds at the time
those funds are deposited into the Department’s bank account or credited to the holding account
held at the Department of Treasury and Finance. See note 15 ‘Income from State of WA’ for
further detail.

Net Appropriation Determination

The Treasurer may make a determination providing for prescribed revenues to be retained for
services under the control of the Department. In accordance with the determination specified in
the 2005-2006 Budget Statements, the Department retained $5,000 in 2006 ($3,000 in 2005) from
the following:

e Proceeds from fees and charges and
®  One-off revenues with a value of less than $10,000 derived from the sale of property other
than real property.

Grants, donations, gifts and other non-reciprocal contributions
Revenue is recognised at fair value when the Department obtains control over the assets
comprising the contributions which is usually when cash is received.
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Other non-reciprocal contributions that are not contributions by owners are recognised at their fair
value. Contributions of services are only recognised when a fair value can be reliably determined
and the services would be purchased if not donated.

Where contributions recognised as revenues during the reporting period were obtained on the
condition that they be expended in a particular manner or used over a particular period, and those
conditions were undischarged as at the reporting date, the nature of, and amounts pertaining to,
those undischarged conditions are disclosed in the notes.

Gains
Gains may be realised or unrealised and are usually recognised on a net basis. These include
gains arising on the disposal of non-current assets and some revaluations of non-current assets.

(f) Property, Plant and Equipment and Infrastructure

Initial recognition and measurement
All items of property, plant and equipment are initially recognised at cost.

For items of property, plant and equipment acquired at no cost or for nominal consideration, the
cost is their fair value at the date of acquisition.

Capitalisation/Expensing of assets

Items of property, plant and equipment and infrastructure costing over $5,000 are recognised as
assets and the cost of utilising assets is expensed (depreciated) over their useful lives. Items of
property, plant and equipment and infrastructure costing less than $5,000 are immediately
expensed direct to the Income Statement (other than when they form part of a group of similar
items which are significant in total).

Subsequent measurement

After recognition as an asset, the Department uses the revaluation model for the measurement of
land and buildings and the cost model for all other property, plant and equipment. Land and
buildings are carried at fair value less accumulated depreciation on buildings and accumulated
impairment losses. All other items of property, plant and equipment are carried at historical cost
less accumulated depreciation and accumulated impairment losses.

Where market evidence is available, the fair value of land and buildings is determined on the
basis of current market buying values determined by reference to recent market transactions.
When buildings are re-valued by reference to recent market transactions, the accumulated
depreciation is eliminated against the gross carrying amount of the asset and the net amount
restated to the re-valued amount.

Where market evidence is not available, the fair value of land and buildings is determined on the
basis of existing use. This normally applies where buildings are specialised or where land use is
restricted. Fair value for existing use assets is determined by reference to the cost of replacing the
remaining future economic benefits embodied in the asset, ie. The depreciated replacement cost.
Where the fair value of buildings is dependent on using the depreciated replacement cost, the
gross carrying amount and the accumulated depreciation are restated proportionately.

The revaluation of land and buildings is an independent valuation provided on an annual basis by
the Department of Land Information (Valuation Services).
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For the year ended 30 June 2006

When buildings are revalued, the accumulated depreciation is restated proportionately with the
change in the gross carrying amount asset so that the carrying amount of the asset after
revaluation equals its re-valued amount.

The most significant assumptions in estimating fair value are made in assessing whether to apply
the existing use basis to assets. Professional judgment by the valuer is required where the
evidence does not provide a clear distinction between market type assets and existing use assets.

Refer to note 21 for further information on revaluations.

Depreciation
All non-current assets having a limited useful life are systematically depreciated over their
estimated useful lives in a manner that reflects the consumption of their future economic benefits.

Land is not depreciated. Depreciation on other assets is calculated using the straight line method,
using rates which are reviewed annually. Estimated useful lives for each class of depreciable
assef are:

Buildings 100 years
Leasehold Improvements Lower of asset life or lease term
Plant and Equipment 5 to 10 years
Office Equipment 5 to 10 years
Computer Equipment 3 years
Computer Software 3 years
Works of art

All works of art acquired and controlled by the Department are classified as property, plant and
equipment. They are anticipated to have very long and indefinite useful lives. Their service
potential has not, in any material sense, been consumed during the reporting period, and so no
depreciation has been recognised.

(g) Intangible Assets

Capitalisation/Expensing of assets

Acquisitions of intangible assets costing over $5,000 and internally generated intangible assets
costing over $5,000 are capitalised. The cost of utilising the assets is expensed (amortised) over
their useful life. Costs incurred below these thresholds are immediately expensed directly to the
Income Statement.

All acquired and internally developed intangible assets are initially recognised at cost. For assets
acquired at no cost or for nominal consideration, the cost is their fair value at the date of
acquisition.

The cost model is applied for subsequent measurement requiring the asset to be carried at cost
less any accumulated amortisation and accumulated impairment losses.
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Notes to the Financial Statements
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The carrying value of intangible assets is reviewed for impairment annually when the asset is not
yet in use or more frequently when an indicator of impairment arises during the reporting year

indicating that the carrying value may not be recoverable.

Amortisation for intangible assets with finite useful lives is calculated for the period of the
expected benefit (estimated useful life) on the straight line basis using rates which are reviewed
annually. All intangible assets controlled by the Department have a finite useful life and zero
residual value. The expected useful lives for each class of intangible asset are:

Software 3 years

Computer Software

Software that is an integral part of the related hardware is treated as property, plant and
equipment. Software that is not an integral part if the related hardware is treated as an intangible
asset. Software costing less that $5,000 is expensed in the year of acquisition.

Web site costs

Web site costs are charged as expenses when they are incurred unless they relate to the acquisition
or development of an asset when they may be capitalised and amortised. Generally, costs in
relation to feasibility studies during the planning phase of a web site, and ongoing costs of
maintenance during the operating phase are expensed. Costs incurred in building or enhancing a
web site, to the extent that they represent probable future economic benefits that can be reliably
measured, are capitalised.

(h) Impairment of Assets

Property, plant and equipment, and intangible assets are tested for any indication of impairment at
each reporting date. Where there is an indication of impairment, the recoverable amount is
estimated. Where the recoverable amount is less than the carrying amount, the asset is written
down to the recoverable amount and an impairment loss is recognised. As the Department is a
not-for-profit entity, unless an asset has been identified as a surplus asset, the recoverable amount
is the higher of an asset’s fair value less costs to sell and depreciated replacement cost.

The risk of impairment is generally limited to circumstances where an asset’s depreciation is
materially understated or where the replacement cost is falling. Each relevant class of assets is
reviewed annually to verify that the accumulated depreciation/amortisation reflects the level of
consumption or expiration of asset’s future economic benefits and to evaluate any impairment
risk from falling replacement costs.

Intangible assets with an indefinite useful life and intangible assets not yet available for use are
tested for impairment at each reporting date irrespective of whether there is any indication of
impairment.

The recoverable amount of assets identified as surplus assets is the higher of fair value costs less
costs to sell and the present value of future cash flows expected to be derived from the asset.
Surplus assets carried at fair value have no risk of material impairment where fair value is
determined by reference to market evidence. Where fair value is determined by reference to
depreciated replacement cost, surplus assets are at risk of impairment and the recoverable amount
is measured. Surplus assets at cost are tested for indications of impairment at each reporting date.

Iﬁépairment of assets’ for the outcome of impairment reviews and testing,
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() Non-Current Assets (or Disposal Groups) Classified as Held for Sale

Non-current assets (or disposal groups) held for sale are recognised at the lower of carrying
amount and fair value less costs to sell and are presented separately in the Balance Sheet. Assets
classified as held for sale are not depreciated of amortised.

All land holdings are Crown land vested in the Department by the Government. The Department
for Planning and Infrastructure (DPI) is the only agency with the power to sell crown land. The
Department transfers Crown land to DPI when the land becomes available for sale.

(j) Leases
The Department does not hold any finance lease.

The Department holds operating lease’s for the rent of an office building, motor vehicles and
computer equipment. Lease payments are expensed on a straight line basis over the lease term as
this represents the pattern of benefits derived from the leased properties.

(k) Financial Instruments
The Department has two categories of financial instrument:
¢ Loans and receivables (cash and cash equivalents, receivables); and

¢ Non-trading financial liabilities, payables.

The fair value of short term receivables and payables is in the transaction cost or the face value
because there is no interest rate applicable and subsequent measurement is not required as the
effect of discounting is not material.

() Cash and Cash Equivalents

For the purpose of the Cash Flow Statement, cash and cash equivalents includes restricted cash
and cash equivalents. These are comprised of cash on hand.

(m) Accrued Salaries

The accrued salaries suspense account (see note 17 ‘Restricted cash and cash equivalents’)
consists of amounts paid annually into a suspense account over a period of 10 financial years to
largely meet the additional cash outflow in each eleventh year when 27 pay days occur in that year
instead of the normal 26. No interest is received on this account.

Accrued salaries (refer note 26 ‘Other Liabilities’) represent the amount due to staff but unpaid at
the end of the financial year primarily due to a back dated wage claim that had not been finalised
and for one additional day in the financial year because the last pay period for that financial year
does not coincide with the end of the financial year. Accrued salaries are settled within a few days
of the financial year end. The Department considers the carrying amount of accrued salaries to be
equivalent to its net fair value.

(n) Amounts Receivable for Services (Holding Account)

The Department receives appropriation funding on an accrual basis that recognises the full annual
cash and non-cash cost of services. The appropriations are paid in the form of cash and partly as
an asset (Holding Account receivable) that is accessible on the emergence of the cash funding
requirement to cover items such as leave entitlements and asset replacement.
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See also note 15 ‘Income from State of WA and note 19 ‘Amounts receivable for services’.

(0) Receivables

Receivables are recognised and carried at original invoice amount less any provision for
uncollectible amounts (impairment). The collectability of receivables is reviewed on an ongoing
basis and any receivables identified as uncollectible are written-off. The allowance for
uncollectible amounts (doubtful debts) is raised when there is objective evidence that the

Department will not be able to collect the debts. The carrying amount is equivalent to fair value as
it is due for settlement within 30 days. See note 18 ‘Receivables’.

(p) Payables

Payables are recognised when the Department becomes obliged to make future payments as a
result of a purchase of assets or services. The carrying amount is equivalent to fair value, as they
are generally settled within 30 days. See note 24 ‘Payables’.

(q) Provisions

Provisions are liabilities of uncertain timing and amount and are recognised where there is a
present legal, equitable or constructive obligation as a result of a past event and when the outflow
of economic benefits is probable and can be measured reliably. Provisions are reviewed at each
balance sheet reporting date. See note 25 ‘Provisions’

(i) Provisions - Employee Benefits

Annual Leave and Long Service Leave

The liability for annual and long service leave expected to be settled within 12 months after
the end of the reporting date is recognised and measured at the undiscounted amounts
expected to be paid when the liabilities are settled. Annual and long service leave expected
to be settled more than 12 months after the end of the reporting date is measured at the
present value of amounts expected to be paid when the liabilities are settled. Leave
liabilities are in respect of services provided by employees up to the reporting date.

A liability for long service leave is recognised after an employee has completed four years
of servicee.  An actuarial assessment of long service leave undertaken by
PricewaterhouseCoopers Actuaries in 2005, determined that the liability measured using the
short hand method was not materially different from the liability measured using the present
value of expected future payments.

All annual leave and unconditional long service leave provisions are classified as current

liabilities as the Department does not have an unconditional right to defer settlement of the
liability for at least 12 months after the reporting date.
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Superannuation
The Government Employees Superannuation Board (GESB) administers the following
superannuation schemes.

Employees may contribute to the Pension Scheme, a defined benefit pension scheme now
closed to new members or the Gold State Superannuation Scheme (GSS), a defined benefit
lump sum scheme also closed to new members. The Department has no liabilities for
superannuation charges under the Pension or the GSS Schemes as the liability has been
assumed by Treasurer.

Employees who are not members of either the Pension or the GSS Schemes become
non-contributory members of the West State Superannuation Scheme, an accumulation
fund. The Department makes concurrent contributions to GESB on behalf of employees in
compliance with the Commonwealth Government’s Superannuation Guarantee
(Administration) Act 1992. These contributions extinguish the liability for superannuation
charges in respect of the WSS Scheme.

The GESB makes all benefit payments in respect of the pension and the GSS schemes and
is recouped by the Treasurer for the employer share. See also note 3(r) ‘Superannuation
expense’.

(i) Provisions -Other

Employment On-Costs

Employment on-costs, including workers’ compensation insurance, are not employee
benefits and are recognised as liabilities and expenses when the employment to which they
relate has occurred. Employment on-costs are included as part of the ‘Other Expenses’ and
are not included as part of the Department’s ‘Employee benefits expense’. The related
liability is included in Employment on-costs provision. (See notes 12 ‘Other Expenses’ and
25 "Provisions’).

(r) Superannuation Expense

The following elements are included in calculating the superannuation expense in the Income
Statement:

(a) Defined benefit plans - Change in the unfunded employer’s liability (i.e current service cost
and, actuarial gains and losses) assumed by the Treasurer in respect of current employees who
are members of the Pension Scheme and current employees who accrued a benefit on transfer
from that Scheme to the Gold State Superannuation Scheme (GSS); and

(b) Defined contribution plans - Employer contributions paid to the West State Superannuation
Scheme (WSS), and the equivalent of employer contributions to the (GSS).

Defined benefit plans - in order to reflect the true cost of services, the movements (i.e current
service cost and actuarial gains and losses) in the liabilities in respect of the Pension Scheme and
the GSS Scheme transfer benefits are recognised as expenses directly in the Income Statement.
As these liabilities are assumed by the Treasurer (refer note (q) (i)) a revenue titled ‘Liabilities
assumed by the Treasurer’ equivalent to the expense is recognised under Income from State
Government in the Income Statement (See note 15 ‘Income from State of WA”).
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Defined contribution plans - in order to reflect the Department’s true cost of services, the
Department is funded for the equivalent of employer contributions in respect of the GSS Scheme
(excluding transfer benefits). These contributions were paid to the GESB during the year and
placed in a trust account administered by the GESB on behalf of the Treasurer. The GESB
subsequently paid these employer contributions in respect of the GSS Scheme to the Consolidated
Fund.

(s) Resources Received Free of Charge or For Nominal Consideration

Resources received free of charge or for nominal consideration which can be reliably measured
are recognised as revenues and as assets or expenses as appropriate, at fair value.

(t) Resources Provided Free of Charge

The net cost of services of the Department is apportioned based on the number of Members of
Parliament in the Legislative Council and Legislative Assembly, and recorded in the financial
statements of the Legislative Council and Legislative Assembly respectively, as resources
received free of charge.

(u) Comparative Figures

Comparative figures have been restated on the AIFRS basis except for financial instruments
information, which has been prepared under the previous AGAAP Accounting Standard AAS 33
‘Presentation and Disclosure of Financial Instruments’. The transition date to AIFRS for
financial instruments is 1 July 2005 in accordance with the exemption allowed under AASB 1,
paragraph 36A and Treasurer’s Instruction 1101.

4 Judgements made by management in applying accounting policies

The judgements that have been made in the process of applying accounting policies that have the
most significant effect on the amounts recognised in the financial statements include:

Operating Lease Commitment

The Department has entered into a commercial lease and has determined that it retains all the
significant risks and rewards of ownership of the property. Accordingly the lease has been
classified as an operating lease.

5 Key sources of estimation uncertainty

There were no key assumptions made concerning the future, and other key sources of estimation
uncertainty at the reporting date that have a significant risk of causing a material adjustment to the
carrying amounts of assets and liabilities within the next financial year.

6 Disclosure of changes in accounting policy and estimates.

Initial application of an Australian Accounting Standard
There was no initial application of an Australian Accounting Standard.

Voluntary changes in Accounting Policy
There was no voluntary change in accounting policy.
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Future impact of Australian Accounting Standards not yet operative

The Department cannot early adopt an Australian Accounting Standard or UIG Interpretation
unless specifically permitted by TI 1101 Application of Australian Accounting Standards and
Other Pronouncements’. As referred to in Note 2, TI1101 has only mandated the early adoption of
revised AASB 119, AASB 2004-3, AASB 2005-3, AASB 2005-4 and AASB 2005-6.
Consequently, the Department has not applied the following Australian Accounting Standards and
UIG Interpretations that have been issued but are not yet effective. These will be applied from
their application date:

1. AASB 7 ‘Financial Instruments: Disclosures’ (including consequential amendmentsin AASB
2005-10 “‘Amendments to Australian Accounting Standards [AASB 132, AASB 101, AASB 114,
AASB 117, AASB 133, AASB 139, AASB 1, AASB 4, AASB 1023 & AASB 1038]’). This
Standard requires new disclosures in relation to financial instruments. The Standard is required to
be applied to annual reporting periods beginning on or after 1 January 2007. The Standard is
considered to result in increased disclosures of an entity’s risks, enhanced disclosure about
components of financial position and performance, and changes to the way of presenting financial
statements, but otherwise there is no financial impact.

2. AASB 2005-9 ‘Amendments to Australian Accounting Standards [AASB 4, AASB 1023,
AASB 139 & AASB 132}’ (Financial guarantee contracts). The amendment deals with the
treatment of financial guarantee contracts, credit insurance contracts, letters of credit or credit
derivative default contracts as either an “insurance contract” under AASB 4 ‘Insurance Contracts’
or as a “financial guarantee contract” under AASB 139 ‘Financial Instruments: Recognition and
Measurement’. The Department does not undertake these types of transactions resulting in no
financial impact when the Standard is first applied. The Standard is required to be applied to
annual reporting periods beginning on or after 1 January 2006.

3. UIG Interpretation 4 ‘Determining whether an Arrangement Contains a Lease’. This
Interpretation deals with arrangements that comprise a transaction or a series of linked
transactions that may not involve a legal form of a lease but by their nature are deemed to be
leases for the purposes of applying AASB 117 ‘Leases’. Atreporting date, the Department has not
entered into any arrangements as specified in the Interpretation resulting in no impact when the
Interpretation is first applied. The Interpretation is required to be applied to annual reporting
periods beginning on or after 1 January 2006.

The following amendments are not applicable to the Department as they will have no impact:

AASB Amendment Affected Standards

2005-1 AASB 139 (Cash flow hedge accounting of forecast intragroup
transactions)

2005-5 ‘Amendments to Australian Accounting Standards [AASB 1 & AASB
1391

2006-1 AASB 121 (Net investment in foreign operations)

UIG 5 ‘Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds’.

UIG 6 ‘Liabilities arising from Participating in a Specific Market — Waste
Electrical and Electronic Equipment’.

UIG 7 ‘Applying the Restatement Approach under AASB 129 Financial
Reporting in Hyperinflationary Economies’.

UIG 8 ‘Scope of AASB2’

Changesm Accounting Estimates
There was no change in accounting estimates.
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