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1 INTRODUCTION

The 2006-07 Treasurer's Annual Financial Report (the Report) is prepared in accordance with
section 26 of the Financial Management and Audit Act 1990, which requires the tabling of the Report
by 31 October in each year.

The Report contains the following information:

Section 2 provides an Executive Summary highlighting progress against the Key Fiscal Strategy
Measures contained within the 2006-07 Budget Papers and commentary on significant variations to
the Budget outcomes.

Section 3 presents the Budget Outcomes for 2006-07. The Section includes the
Operating Statement, Balance Sheet and Cash Flow Statement for the General Government Sector
showing the original Budget estimates and the actual outcomes presented on a Government
Finance Statistics (GFS) basis. Additional financial information is also included providing details on
all material revenue, expenditure, asset and liability items. This information is based on the format
of Notes to the Accounts presented in general purpose financial statements, and has been
customised to the Uniform Presentation Framework (UPF) format. This Section has been audited
as a special purpose financial report and the Auditor-General’s opinion is included in this Section.

Section 4 presents the uniform government reporting requirements for the Loan Council Outcomes
Report, in accordance with the UPF, as agreed by the Australian Loan Council in March 2000. This
Section presents the outcomes for the Total State Sector and its component sectors, being the
General Government, Public Non-Financial Corporations and Public Financial Corporations
Sectors.

Section 5 summarises details for the transactions and balances within the Public Account.

Section 6 provides an overview of the key concepts and definitions used within this Report.

2006-07 Treasurer's Annual Financial Report 1



2006-07 Treasurer's Annual Financial Report



2 EXECUTIVE SUMMARY
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FISCAL BALANCE

The 2006-07 General Government Fiscal Balance was a $49 million surplus, an increase of
$133 million from the original Budget estimate of a $84 million deficit. This strong result continues the
trend over the previous six years of a consistent Fiscal Surplus position. The variation in the Fiscal
Surplus outcome to original Budget estimate is comprised of revenue and expenditure variations to the
original Budget estimates which are discussed in more detail later within this Section.
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NET DEBT AND NET DEBT TO REVENUE

The General Government Sector had negative Net Debt for the third consecutive year, with debt
related financial assets exceeding gross debt liabilities by $409 million as at 30 June 2007.
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Total State Sector Net Debt to Revenue is an important indicator of financial management

performance and debt affordability.

In a negative General Government Net Debt environment, a

declining Total State Sector Net Debt to Revenue ratio indicates a responsible approach to debt
management and risk mitigation is being undertaken within the existing structural confines of the
Government business sector. The trend has been for a decline in the Total State Sector Net Debt to
Revenue ratio over the previous six year period.
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SUPERANNUATION LIABILITY

The Tasmanian Government’s unfunded superannuation liability is an estimate of the obligations of the
State with respect to past service liabilities arising from current and former members of unfunded or
partially funded Public Sector superannuation schemes.

The unfunded superannuation liability increased by $478 million, or 15 per cent, to $3 677 million
between 30 June 2006 and 30 June 2007. The significant increase is partially due to a significant
increase in contributions tax liability resulting from a reduction in the level of pre-July 1988 funding
credits and actuarial assumption changes. The unfunded superannuation liability is projected to
continue to increase as a result of ongoing accrual of additional years of service and salary increases.
However the State is still on target to achieve the Fiscal Strategy target of extinguishing the
Net Unfunded Superannuation Liability by 2033. There has been no change to the underlying cash
flows.
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NET FINANCIAL LIABILITIES

Net Debt information does not include the unfunded superannuation liability, which is a significant
liability for all States. In order to provide a broader measure of the State’s liability position, the
The $328 million increase in Net Financial Liabilities from

Net Financial Liabilities is presented.

$2 940 million as at 2006 to $3 268 million as at 2007 reflects the increase in unfunded superannuation

liability, partially offset by the improvement in Net Debt.
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The Cash Surplus for 2006-07 is $168 million, $115 million greater than the original Budget estimate of
$53 million. This increase in actual Cash Surplus to original Budget estimate primarily reflects an
increase in Grants and subsidies received, Taxes received, Sales of goods and services and

Other receipts during 2006-07.
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SOURCES OF REVENUE

Total Revenue of $3 695 million in 2006-07 is $163 million or 4.6 per cent greater than the original
Budget estimate of $3 532 million. The main Revenue variations are as follows:

Grants and subsidies revenue of $2 274 million is $21 million above the original Budget estimate
of $2 253 million. Australian Government general purpose grants are $11 million above the
original Budget estimate of $1 557 million. This is primarily due to additional Goods and
Services Tax (GST) collections as a result of upward revisions by the Australian Government of
the GST revenue pool. Other grants and subsidies are $12 million above the original Budget
estimate of $205 million as a result of additional Australian Government funding to the
Department of Primary Industries and Water for the National Water Initiative and Natural
Resource Management land conservation projects;

Taxation revenue of $748 million is $20 million above the original Budget estimate of
$728 million. This is primarily due to additional Payroll tax revenue of $7 million which reflects
an increase in employment in the payroll tax paying sector and wage increases, and additional
Financial transaction taxes of $22 million due to higher than expected conveyance duty revenue
as a result of the continued growth in property values and confidence in the property market,
offset by a reduction in Motor vehicle fees and taxes of $7 million;

Sales of goods and services of $319 million are $23 million above the original Budget estimate
of $296 million. This is primarily due to $23 million of additional revenue for the Department of
Health and Human Services for acute health and community health services;

Interest income of $43 million is $10 million above the original Budget estimate of $33 million.
The increase reflects higher levels of cash held in the Public Account and higher than forecast
interest rates;

Dividend and income tax equivalent income of $173 million is $26 million above the original
Budget estimate of $147 million. This increase reflects additional income tax equivalent returns
from Hydro Tasmania of $9 million and the Motor Accidents Insurance Board of $9 million, and
additional dividend income of $5 million from Transend Networks Pty Ltd; and
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. Other revenue of $138 million is $62 million above the original Budget estimate of $76 million.
The increase is primarily due to:

- additional Mineral Royalties revenue of $19 million received by the Department of
Infrastructure, Energy and Resources due to higher than anticipated commodity prices on the
world market for mineral resources; and

- revenue relating to cost recoveries, donations and industry research funds for the
Department of Health and Human Services of $7 million and higher than anticipated revenue
of $9 million for the Department of Justice primarily due to additional Workcover Board
revenue and Administration revenue.

Interest income Dividend and ITE

173m (5%
$43m (1%) $ (5% Other revenue

Sales of goods $138m (4%)
and services \
$319m (9% Taxation revenue

$748m (20%)

Grants and
subsidies
$2 274m (61%)
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SOURCES OF EXPENDITURE

Total Expenses are $3 680 million, $58 million or 1.6 per cent greater than the original 2006-07 Budget
estimate of $3 622 million. The main Expense variations are as follows:

. Depreciation of $207 million is $11 million above the original Budget estimate of $196 million.
This is primarily due to higher than expected depreciation of plant and equipment of $5 million.

. Employee expenses of $1 742 million is $27 million above the original Budget estimate of
$1 715 million.  This is primarily a result of higher than budgeted wage costs for the
Departments of Justice and Health and Human Services;

o Other operating expenses of $943 million is $56 million above the original Budget estimate of
$887 million. This is primarily due to higher than budgeted costs incurred by the Department of
Health and Human Services, which is consistent with the additional revenues generated by this
Department;

. Nominal superannuation interest expense of $148 million is $10 million less than the original
Budget estimate of $158 million. The decrease reflects a lower than budgeted defined benefit
obligation amount on which the calculation is based; and

. Grants and transfers of $617 million is $27 million below the original Budget estimate of
$644 million. This is primarily due to delays in grant payments of $13 million by the Department
of Premier and Cabinet in relation to the Tasmanian Community Forest Agreement.

Nominal superannuation interest

_ expense
Other operating $148m (4%)

expenses
$943m (26%) \

Other interest

expenses $23m
/ (1%)

Grants and
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$1 742m (47%) Depreciation
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3 BUDGET OUTCOMES
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CERTIFICATION OF BUDGET OUTCOMES
STATEMENTS

The Budget Outcomes Statements for the year ended 30 June 2007 have been prepared in
accordance with the provisions of the Financial Management and Audit Act 1990. The Statements are
a special purpose report based on the reporting requirements of the Uniform Presentation Framework
and are based on information provided by agencies within the General Government Sector. The
Statements present fairly the transactions of the General Government Sector for the year ended
30 June 2007 and the components of financial position as at 30 June 2007.

At the date of signing we are not aware of any circumstances which would render the particulars
included in the Budget Outcomes Statements misleading or inaccurate.

Michael Aird D W Challen
TREASURER SECRETARY
Department of Treasury and Finance

27 September 2007
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INDEPENDENT AUDIT REPORT
To the Members of the Parliament of Tasmania

BUDGET OUTCOMES STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007

Matters Relating to the Electronic Presentation of the audited
Budget Outcomes Statements

This audit report relates to the Budget Outcomes Statements published in
both the Treasurer's Annual Financial Report and on the website of the
Department of Treasury and Finance for the year ended 30 June 2007.
The Treasurer is responsible for the integrity of both the Report and the
website.

The audit report refers only to the Budget Outcomes Statements named
below. It does not provide an opinion on any other information, which
may have been hyperlinked to/from the audited Budget Outcomes
Statements.

If users of this report are concerned with the inherent risks arising from
electronic data communications they are advised to refer to the hard copy
of the audited Budget Outcomes Statements.

Report on the Budget Outcomes Statements

The Budget Outcomes Statements are a special purpose financial report
comprising the General Government Sector's Operating Statement,
Balance Sheet, Cash Flow Statement and notes prepared under the
Uniform Presentation Framework and the Certification by the Treasurer
and the Secretary for the year ended 30 June 2007.

The Responsibility of the Treasurer for the Statements

The Treasurer is responsible under section 26A(1) of the Financial
Management and Audit Act 1990 for the preparation of the Statements.
This responsibility includes establishing and maintaining internal controls
relevant to the preparation and fair presentation of the Statements that
are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

My responsibility is to express an opinion on the Statements based upon
my audit. My audit was conducted in accordance with Australian Auditing
Standards. These Auditing Standards require that I comply with relevant

Accountability on Your Behalf
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ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance as to whether the Statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the Statements. The procedures selected
depend on the auditor’s judgement, including the assessment of risks of
material misstatement of the Statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control
relevant to the preparation and fair presentation of the Statements in
order to design audit procedures that are appropriate to the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Treasurer, as well as evaluating the
overall presentation of the Statements.

I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my audit opinion.
Independence

In conducting my audit, I have met applicable independence requirements
of Australian professional ethical pronouncements.

Auditor’s Opinion

In my opinion the Budget Outcomes Statements:

(a)present fairly, in all material respects, the financial position of the
General Government Sector as at 30 June 2007, the results of its
operations and its cash flows for the year then ended; and

(b)are in accordance with the Financial Management and Audit Act
1990 and with the Uniform Presentation Framework.

TASMANIAN AUDIT OFFICE

A
i rj{(\-fz
H M Blake
AUDITOR-GENERAL

16 October 2007
HOBART

Accountability on Your Behalf
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OPERATING STATEMENT

2005-06 2006-07 2006-07
Notes Actual Original Actual
Budget
$m $m $m
Revenue
Grants and subsidies 3 2215 2 253 2274
Taxation revenue 4 703 728 748
Sales of goods and services 5 299 296 319
Interest income 33 33 43
Dividend and income tax equivalent income 6 188 147 173
Other revenue 7 134 76 138
Total Revenue 3572 3532 3695
Less
Expenses
Depreciation 8 206 196 207
Employee expenses 9 1612 1715 1742
Other operating expenses 10 874 887 943
Nominal superannuation interest expense 11 137 158 148
Other interest expense 27 23 23
Grants and transfers 12 596 644 617
Total Expenses 3453 3622 3680
Equals NET OPERATING RESULT 120 (90) 15
Less
Net acquisition of non-financial assets
Purchase of non-financial assets 13 293 262 233
less Sale of non-financial assets 13 50 72 60
less Depreciation 8,13 206 196 207
Total 37 (6) (34)
Equals FISCAL BALANCE — SURPLUS/(DEFICIT) 83 (84) 49
2006-07 Treasurer's Annual Financial Report 17



BALANCE SHEET

30 June 2006

30 June 2007

30 June 2007

Notes Actual Original Actual
Budget
$m $m $m
Assets
Financial assets
Cash and deposits 607 586 740
Advances paid 14 56 34 33
Investments, loans and placements 2 1 13
Other non-equity assets 15 1039 882 1109
Equity 16 3049 3148 3584
Total 4752 4 652 5479
Non-financial assets
Land and fixed assets 17 8 584 7 846 8 884
Other non-financial assets 18 58 33 62
Total 8 643 7 879 8 946
Total Assets 13 395 12 532 14 425
Liabilities
Advances received 19, 21 248 241 242
Borrowings 20,21 157 148 135
Superannuation liability 22 3199 3631 3677
Other employee provisions 23 356 365 382
Other non-equity liabilities 24 327 194 329
Total Liabilities 4 287 4579 4765
NET WORTH 1 2 9108 7 952 9 660
NET FINANCIAL WORTH 2 464 73 714
NET FINANCIAL LIABILITIES 3 2 940 3399 3268
NET DEBT4 (259) (232) (409)
Notes:

1. Net Worth represents Total Assets less Total Liabilities.

2. Net Financial Worth represents Total Financial assets less Total Liabilities.

3. Net Financial Liabilities represents Net Debt plus Superannuation liability.

4. Net Debt represents the sum of Advances received and Borrowings less the sum of Cash
Advances paid and Investments, loans and placements.

and deposits,
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CASH FLOW STATEMENT

2005-06 2006-07 2006-07
Notes Actual Original Actual
Budget
$m $m $m
Cash receipts from operating activities
Taxes received 699 728 749
Receipts from sales of goods and services 268 293 291
Grants and subsidies received 2 258 2 257 2288
Dividend and income tax equivalent income 164 147 171
Interest received 32 33 a7
Other receipts 259 199 289
Total 3680 3656 3835
Cash payments for operating activities
Payments for goods and services (2 446) (2597) (2 550)
Grants and subsidies paid (616) (640) (693)
Interest paid (34) (23) (24)
Other payments (132) (153) (227)
Total (3 229) (3413) (3494)
Net cash flows from operating activities 451 242 341
Net cash flows from investments in non-financial assets
Sale of non-financial assets 50 72 60
Purchases of non-financial assets (262) (262) (233)
Total (213) (190) a73)
Net cash flows from investments in financial assets for
policy purposes 5 3 10
Net cash flows from investments in financial assets for
liquidity purposes 8 (2)
Net cash flows from financing activities
Advances received (net) (23) (6) (6)
Borrowing (net) (254) (22) (25)
Other financing (net) (16) (24) (25)
Total (283) (51) (56)
Net Increase/(Decrease) in Cash Held (31) 5 120
CASH SURPLUS/(DEFICIT)1 25 238 53 168
Note:

1. Cash Surplus/(Deficit) is equal to Net cash flows from operating activities plus Net cash flows from investments

in non-financial assets.

2006-07 Treasurer's Annual Financial Report
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NOTES TO THE BUDGET OUTCOMES
STATEMENTS

Note 1. Significant  Accounting Policies in the
Preparation of the Budget Outcomes

A. Basis of Accounting and Measurement

The Budget Outcomes Statements present the Operating Statement, Balance Sheet and Cash Flow
Statement for the General Government Sector (GGS) showing actual results and original Budget for
2006-07. The Budget Outcomes Statements are prepared on the Uniform Presentation Framework
(UPF) basis.

The UPF is based on the concepts and classifications used by the Australian Bureau of Statistics
(ABS) in the preparation of public finance reports. These, in turn, are based on international standards
set out in the International Monetary Fund’s A Manual of Government Finance Statistics and the United
Nations’ A System of National Accounts. The Government Finance Statistics (GFS) classification
adopts a nationally consistent format for presenting the financial transactions of governments.

The UPF was first established by the Australian Loan Council in May 1991. The Council revised the
UPF in March 2000 to adopt accrual based Government Finance Statistics. The primary objective of
the UPF is to ensure that the Australian, State and Territory governments present their budgets on a
standard, comparable basis. It was recognised that a more uniform approach to the presentation of
budgets, forward estimates and outcomes would facilitate understanding of individual government'’s
financial results and projections.

UPF information:

e is presented on a total source of funds basis, meaning that balances and transactions of both the
Consolidated Fund and the Special Deposits and Trust Fund are included in the UPF Outcomes
Statements; and

e includes accrual transactions such as depreciation and nominal interest on unfunded
superannuation.

The accrual UPF gives details of the expenses, revenue, payments, receipts, assets and liabilities of
the Tasmanian General Government Sector. For further information on the UPF, refer to
The Tasmanian Government Financial System.

An important distinction made in the UPF framework is between “transaction flows” and “other
economic flows”. Transactions result directly from a mutually agreed interaction between two parties,
for example, the sale of a good or service. The definition of a “transaction flow” also includes
depreciation which does not involve interaction between two parties. The treatment of depreciation
recognises that in this case the one party is acting in two roles, as owner of the asset and consumer of
the services provided by the asset.

An “other economic flow” is a change in the volume or value of an asset, or a liability, that does not
result from a transaction. This includes a wide variety of events such as the revaluation of assets
(holding gains or losses) arising from a change in market prices, and changes in the volume of assets
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that result from discoveries, depletion and destruction of assets. The impact of all “other economic
flows” is excluded from the UPF Operating Statement. These changes impact directly on equity in the
Balance Sheet in the UPF treatment. This is a major source of differences between the UPF
Operating Statement and the Income Statement prepared in accordance with the Australian
Accounting Standards.

B. General Government Reporting Entity
The Budget Outcomes Statements are presented for the General Government Sector reporting entity.

The General Government Sector comprises those agencies of government, the primary function of
which is to provide public services which are mainly non-market in nature, for the collective
consumption of the community, or which involve the transfer or redistribution of income and are
financed mainly through taxes and other compulsory levies.

This Sector includes government departments and a number of entities that act outside the
Public Account including the Inland Fisheries Service, Marine and Safety Tasmania, the Royal
Tasmanian Botanical Gardens, the State Fire Commission and the Nominal Insurer (a statutory entity
created by the Workers Rehabilitation and Compensation Act 1988).

C. Basis of Consolidation
In the process of reporting for the General Government Sector as a single economic entity, all material
transactions and balances between General Government Sector entities are eliminated.

D. Rounding

All amounts in the financial statements have been rounded to the nearest million, unless otherwise
stated. As a consequence, rounded figures may not add to totals. Amounts less than $500 000 are
rounded to zero.

E. Unaudited Information

Original Budget information was prepared and presented as part of the 2006-07 State Budget in
June 2006. Budget information is, by its nature, an estimate and as a result, this information has not
been subject to an independent audit process.

F. Revenue

Revenues are recognised in the Operating Statement when it is probable that the inflow or other
enhancement or saving in outflows of future economic benefits has occurred and can be measured
reliably.

Agency Appropriations, whether recurrent or capital, are not recognised in the Operating Statement as
this revenue is internal to the General Government Sector and eliminated on consolidation.

G. Expenses

Expenses are recognised in the Operating Statement when it is probable that the consumption or loss
of future economic benefits resulting in a reduction in assets and/or an increase in liabilities has
occurred and the consumption or loss of future economic benefits can be measured reliably.

H. Assets

Assets are recognised in the Balance Sheet when it is probable that the future economic benefits
embodied in the asset will eventuate and the asset possesses a cost or other value that can be
measured reliably.
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l.  Liabilities
Liabilities are recognised in the Balance Sheet when it is probable that the future sacrifice of economic
benefits will be required and the amount of the liability can be measured reliably.

J. Specific Policies
Specific policy information, such as in relation to depreciation, is included in the relevant note item.

2006-07 Treasurer's Annual Financial Report 23



Note 2. Other Economic Flows

The following table presents the other economic flows to allow for reconciliation between the opening

and closing balance of Net Worth presented in the Balance Sheet.

2005-06 2006-07
Actual Actual
$m $m
Opening Net worth 9 008 9108
Add Net operating result 120 15
Add Other economic flows
Revaluation of non-financial assets 214 218
Assets brought to account for the first time 353 60
Equity investments revaluation 102 511
Revaluation of superannuation liability (808) (378)
Other changes in volume of net assets 119 126
Total Other economic flows (20) 537
Closing Net worth (from Balance Sheet) 9108 9 660
Note 3. Grants and Subsidies
Grants and subsidies are recognised once control is obtained over the underlying asset.
2005-06 2006-07 2006-07
Actual Original Actual
Budget
$m $m $m
Australian Government General purpose payments
GST revenue 1504 1557 1568
Competition payments 19
Total Australian Government General purpose payments 1523 1557 1568
Australian Government Specific purpose payments 443 438 442
Australian Government Capital grants 46 53 48
Other grants and subsidies 202 205 217
TOTAL 2215 2 253 2274
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Note 4. Taxation Revenue

Revenue from State taxation is recognised upon the first occurrence of either:

e receipt by the State of a taxpayer’s self-assessed taxes; or
e the time the obligation to pay arises, pursuant to the issue of an assessment.

The collectability of debts is assessed at balance date and specific provision is made for doubtful
debts.

2005-06 2006-07 2006-07
Actual Original Actual
Budget
$m $m $m
Payroll tax 214 211 218
Taxes on property
Land tax 49 61 63
Fire service levies 41 39 43
Financial transactions taxes 152 145 167
Guarantee fees 7 10 9
Total Taxes on property 250 255 282
Taxes on the provision of goods and services
Casino taxes 55 56 57
Other gambling taxes 25 36 30
Taxes on insurance 37 40 38
Total Taxes on the provision of goods and services 117 132 124
Taxes on the use of goods and performance of activities
Motor vehicle fees and taxes 121 130 123
Total Taxes on the use of goods and performance of activities 121 130 123
TOTAL 703 728 748
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Note 5. Sales of Goods and Services

Amounts earned in exchange for the provision of goods are recognised when the good is provided and
title has passed. Revenue from the provision of services is recognised when the service has been

provided.
2005-06 2006-07 2006-07
Actual Original Actual

Budget

$m $m $m
Sales of goods 51 100 67
Sales of services 248 195 252
TOTAL 299 296 319

Note 6. Dividend and Income Tax Equivalent Income

The General Government Sector receives a return from the State’'s Government Business
Enterprises (GBEs) and State-owned Companies (SOCs) in the form of dividends, income tax
equivalent payments and rates equivalent payments. Revenue is recognised in the period it is earned.
Accordingly, the General Government Sector also recognises, in the Balance Sheet, a reciprocal
liability for the deferred income tax benefit and a receivable for the dividends receivable, rates

receivable and deferred income tax liability recorded by GBEs and SOCs.

2005-06 2006-07 2006-07
Actual Original Actual
Budget

$m $m $m

Dividend income 84 70 77
Special dividend income 8

Income tax equivalents 93 73 93

Rates equivalents 3 4 3

TOTAL 188 147 173
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Note 7. Other Revenue

2005-06 2006-07 2006-07
Actual Original Actual
Budget
$m $m $m
Fines 22 35 36
Royalty income 25 20 39
Health industry research funds and donations
Workers’ compensation recoveries
Salaries and wages recoveries
Other recoveries 13 15
Other revenue 65 20 37
TOTAL 134 76 138

Note 8. Depreciation

Depreciation recognises the consumption of the service potential of non-current assets as an expense.
All infrastructure, buildings, plant and equipment and other non-current assets that have a limited
useful life are depreciated. Land is not depreciated because it is considered to have an infinite useful
life. Depreciation is not recognised in respect of heritage assets and collections, as their service
potential has not, in any material sense, been consumed during the reporting period. Depreciation
rates and methods are generally reviewed annually.

Assets are depreciated from the date of acquisition or, in respect of internally constructed assets, from
the time that an asset is held ready for use.

Depreciation of buildings, plant and equipment is generally calculated on a straight line basis.

Leasehold improvements are depreciated over the estimated useful life of the improvement or the
unexpired period of the lease, whichever is the shorter.

Road and other infrastructure is depreciated on a straight line basis over its estimated useful life.

2005-06 2006-07 2006-07
Actual Original Actual
Budget

$m $m $m

Depreciation in respect of:
Buildings 68 71 73
Plant and equipment 49 46 52
Infrastructure 89 79 82
TOTAL 206 196 207
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Note 9. Employee Expenses

These expenses include all costs related to employment including salaries and wages,
superannuation, workers’ compensation, leave entittements and redundancy payments. Payroll tax
expense of agencies is not presented in the Operating Statement, as this is a State tax which is

eliminated on consolidation.

2005-06 2006-07 2006-07
Actual Original Actual
Budget
$m $m $m
Salaries and wages 1445 1541 1564
Superannuation expenses 141 149 155
Long service leave 7 12 9
Workers' compensation contributions 1 2
Other 18 10 15
TOTAL 1612 1715 1742

Note 10. Other Operating Expenses

These represent the costs, other than employee related costs, incurred in the normal operation of

entities. These items are recognised as an expense when incurred.

2005-06 2006-07 2006-07
Actual Original Actual

Budget
$m $m $m
Consultants 20 18 23
Maintenance and property services 172 233 182
Communications 26 36 24
Information technology 54 50 a7
Travel and transport 34 45 50
Medical, surgical, pharmacy supplies 118 114 137
Advertising and promotion 17 22 23
Risk management 38 38 29
Other supplies and consumables 396 331 428
TOTAL 874 887 943
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Note 11. Nominal Superannuation Interest Expense

Under the GFS reporting framework, Nominal interest on the unfunded superannuation liability is
included as an expense in the Operating Statement. The nominal interest expense is based on the
interest cost on the gross superannuation liability less expected return on plan assets. The key
actuarial assumptions used are a discount rate of 5.7 per cent and an expected rate of return of
7.0 per cent as at 30 June 2007.

2005-06 2006-07 2006-07
Actual Original Actual

Budget
$m $m $m
Interest cost on gross superannuation liability 214 239 234
Less Expected return on plan assets 77 81 86
TOTAL 137 158 148

Note 12. Grants and Transfers

Payments to third parties are recognised as an expense when incurred and include transactions such
as grants, subsidies and transfer payments made to non-government entities.

2005-06 2006-07 2006-07
Actual Original Actual

Budget
$m $m $m
Fringe benefits tax 4 3 5
Current grant expenses 497 514 514
Local government grants 72 77 71
Community service obligation payments to GBEs and SOCs 21 25 24
Capital grants 3 24 3
TOTAL 596 644 617
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Note 13. Net Acquisition of Non-Financial Assets

All Non-current physical assets in the General Government Sector with a value above $5 000 are

capitalised and recognised as a Purchase of non-financial assets.

Sale of non-financial assets is the cash proceeds relating to the sale of a non-financial asset.

2005-06 2006-07 2006-07
Actual Original Actual
Budget
$m $m $m
Purchases of non-financial assets consisting of:

Land 2
Buildings 141 77 55
Plant and equipment 77 79 75
Infrastructure 73 107 101
Total Purchases of non-financial assets 293 262 233
Less Sale of non-financial assets 50 72 60
Depreciation 206 196 207
TOTAL 37 (6) (34)

Note 14. Advances Paid

Advances paid are recognised where funds are invested for policy purposes as opposed to liquidity

purposes.
30 June 2006 30 June 2007 30 June 2007
Actual Original Actual

Budget
$m $m $m
Loans to GBEs and SOCs 2 1 1
Loans to Local Government and private sector 55 33 31
TOTAL 56 34 33
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Note 15. Other Non-Equity Assets

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual
Budget

$m $m $m

Receivables (net of Provision for doubtful debts) 172 140 146
Deferred income tax assets 844 718 943
Prepayments 9 7 12
Accrued revenue 14 19 8
TOTAL 1039 882 1109

Note 16. Equity

The General Government Sector holds equity investments representing the Government’s investment
in the Public Non-Financial Corporations (PNFC) Sector and the Public Financial Corporations (PFC)
Sector. This investment is valued according to the net assets of the PNFC and PFC Sectors.

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual

Budget
$m $m $m
Equity investment in PNFC and PFC Sectors 3043 3140 3577
Other equity investments 6 9 7
TOTAL 3049 3148 3584

Note 17. Land and Fixed Assets

All land, buildings, infrastructure, heritage and cultural assets are measured at their fair value. All other
classes of non-current assets are recorded on the historic cost basis.

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual
Budget

$m $m $m

Land and buildings 4123 3980 4 315
Plant and equipment 199 222 223
Infrastructure 3918 3644 3989
Tasmanian Museum and Art Gallery Collection 344 357
TOTAL 8 584 7 846 8 884
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Note 18. Other Non-Financial Assets

30 June 2006

30 June 2007

30 June 2007

Actual Original Actual

Budget
$m $m $m
Other current assets 26 22 36
Other non-current assets 32 11 26
TOTAL 58 33 62

Note 19. Advances Received

Advances received include all loans received for policy rather than liquidity purposes. As a result, this

includes all Australian Government borrowings.

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual
Budget
$m $m $m
Commonwealth-State Housing Agreement debt 248 241 242
TOTAL 248 241 242

Note 20. Borrowings

Borrowings are recognised at either historic capital cost (i.e. historic cost adjusted for amortisation of

discount and premium) or at historic cost.

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual
Budget
$m $m $m
Tascorp Borrowings — State Debt 81 82 82
Tascorp Borrowings by other General Government entities 45 47 34
Prison redevelopment financial commitment 31 18 19
Finance leases 1 1
TOTAL 157 148 135
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Note 21. Debt Maturity Profile

The exposure to interest rate risk for the General Government Sector is demonstrated in the maturity

profile presented below for Borrowings and Advances received as at 30 June 2007.

Floating 1 Year Over 1 More than Total
Interest or Less to5 Years 5years
Rate
$m $m $m $m $m
Advances received
Commonwealth-State Housing Agreement
Debt 6 26 210 242
Total Advances received 6 26 210 242
Borrowings
Tascorp Borrowings — State Debt 39 8 34 82
Tascorp Borrowings by other General
Government entities 2 28 3 34
Prison redevelopment financial commitment 9 11 19
Finance leases
Total Borrowings 2 76 22 34 135
TOTAL 2 82 48 244 377
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Note 22. Superannuation Liability

An unfunded superannuation liability is recognised in respect of the General Government’s defined
benefit schemes. This liability is measured as the difference between the actuarial calculation of the
present value of forecast employees’ accrued benefits, actuarially assessed at balance date, and the
estimated net market value of the superannuation schemes assets at that date. The present value of
accrued benefits takes into consideration the expected future wage and salary levels, expected future
investment earning rates, the estimated growth rate in the Consumer Price Index and estimated
periods of service.

The funding status of the State’s share of defined benefit and defined contribution funds at
30 June 2007, based on actuarial valuations, is summarised as follows:

Retirement  Parliamentary

Benefits Superannuation Judges

Total Scheme Fund Scheme Total

2006 2007 2007 2007 2007

$m $m $m $m $m

Accrued benefits 4436 5047 31 30 5108
Less net market value

of plan assets (1 237) (1 415) (16) (1431)

TOTAL 3199 3632 15 30 3677

Note 23. Other Employee Provisions

Liabilities for wages and salaries and annual leave are recognised, and are measured as the amount
unpaid at the reporting date at expected pay rates in respect of employees’ services up to that date.

A liability for long service leave is recognised, and is measured as the present value of expected future
payments to be made in respect of services provided by employees up to the reporting date.

30 June 2006 30 June 2007 30 June 2007

Actual Original Actual

Budget
$m $m $m
Annual leave 95 95 104
Long service leave 212 227 220
Other employee entitlements 49 44 58
TOTAL 356 365 382
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Note 24. Other Non-Equity Liabilities

30 June 2006 30 June 2007

30 June 2007

Actual Original Actual
Budget

$m $m $m

Payables 69 43 70
Accrued expenses 29 8 9
Risk management 115 117 129
Prepaid funding for redevelopment of East Tamar Highway 60 58
Other liabilities 54 26 63
TOTAL 327 194 329

Note 25. Reconciliation
Cash Surplus

of

Fiscal Balance to

2005-06 2006-07

Actual Actual

$m $m

Fiscal Balance 83 49
(Increase)/Decrease in Other non-equity assets (40) 26
Increase/(Decrease) in Payables and Other liabilities 98 2
Increase/(Decrease) in Other employee entitlements 28 26
(Increase)/Decrease in Other non-financial assets 3) (4)
Superannuation difference 99 100
Other cash/accrual differences (27) (32)
Cash Surplus 238 168
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Note 26. Contingent Assets and Liabilities

Contingent liabilities represent items that, at 30 June 2007, are not recognised in the Balance Sheet
because there is significant uncertainty at that date as to the necessity for the entity to make payments
in respect of them. Following are details of the more significant of these contingent liabilities.
Reference should be made to individual entity financial statements for additional information.

The quantifiable estimates, when presented, require careful interpretation. They represent the
maximum potential exposure of the quantifiable contingent liabilities of the State, without any explicit
assessment of the likelihood of any contingent liabilities being converted to actual liabilities in the
future.

Legal proceedings and disputes

A number of legal actions have been brought against the State and its agencies. Notification has also
been received of a number of other cases that are not yet subject to Court action but which may result
in subsequent litigation. The legal actions include:

e Claims against the Department of Education relating to personal injury arising from accidents on
Departmental premises. In addition, the Department has a number of leases on property that it
occupies. Some of these leases contain a “make good provision”. A liability for this provision has
not been recognised in the Balance Sheet as the value of these provisions cannot be reliably
measured. The majority of leases cover a five to 10 year period and are generally renewed.

e Medical liability claims against the Department of Health and Human Services. At 30 June 2007,
108 open claims existed with an actuarial estimated potential liability of approximately $55 million of
which approximately $5 million may become payable in 2007-08. The Department insures through
the Tasmanian Risk Management Fund where a $50 000 excess is payable for every claim.
Amounts over that excess are met by the Fund. Claims before 1 July 2001 are being funded by the
government under a separate arrangement to the agency contributions which are paid in respect of
the post June 2001 risks. The current funding arrangements provide for the Fund to receive
$5 million per annum from the Consolidated Fund. These arrangements are subject to review over
time. Of the 108 open claims, 52 of these relate to pre 2001 incidents. Workers’ compensation
claims also exist against the Department of Health and Human Services. At 30 June 2007, 453
open claims existed with an estimated potential liability of approximately $22 million. Approximately
$4 million should be paid in 2007-08 and $18 million within five years.

e Claims against the Department of Infrastructure, Energy and Resources relating to:
- limited access compensation;
- anumber of acquisitions for current road projects which are at various stages of settlement;
- contractual disputes which are not sufficiently clear or advanced to quantify;

- personal injury or damage caused to property (including vehicles) allegedly due to road works
or road condition;

- asbestos removal from up to 1 000 traffic signal sites in Tasmania;

- many rail accommodation crossings requiring upgrading from a rail and pavement perspective.
The extent or potential cost has yet to be fully assessed;
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- non-operational rail lines are not subject to the Department’s maintenance funding agreement.
However, some level of maintenance will need to be undertaken. This cannot yet be
quantified; and

- the Department may need to assume the cost of identification and surveying of rail corridor
land.

e A claim against the Department of Police and Emergency Management in relation to a contract for
the supply of Red Light Cameras.

e Potential claims against the Department of Primary Industries and Water for the management of
Crown Land sites that may be contaminated and require restoration. The Department is
responsible for maintaining Tasmania’s relative freedom from disease, pests and weeds. Threats
of future possible outbreaks will indicate future liabilities in order to manage and contain these risks.

e TAFE Tasmania has a small number of legal claims against it for Workers’ Compensation and
Public Liability. Additionally, TAFE Tasmania is currently in dispute with the Australian Education
Union with respect to aspects of the existing industrial agreement and associated employment
arrangements. One possible outcome of this dispute is some additional payments to some
employees. At the current stage of the negotiations, TAFE Tasmania is not able to estimate
whether there is any liability on its part and, if there were, the quantum of it.

e The Department of Tourism, Arts and the Environment has eight outstanding claims. The claims
are managed by the Tasmanian Risk Management Fund. Liability in these matters is yet to be
determined. Due to the nature of the claims and the uncertainty as to the timing of potential
settlement in each case, it is not possible to reliably measure these obligations in the Balance
Sheet. Any Departmental liability is limited to the excess of $50 000 in each case.

e The Finance-General Division of the Department of Treasury and Finance has an unquantifiable
contingent liability regarding guarantees related to financing and superannuation obligations of
GBEs and Statutory authorities. At 30 June 2007, Finance-General had in place a number of
warranties under various sale agreements relating to the divestment of Government businesses.
Treasury is of the opinion that these warranties are unlikely to arise and the amounts are not
guantifiable.

e The Department of Economic Development has instigated recovery action against
Watts Communications (Canada) as parent company and guarantor of a financial assistance
package provided to Watts Communications (Australia) in connection with the Devonport Call
Centre facility. Crown Law is overseeing proceedings against the guarantor to recover funds
advanced for failure to comply with terms and conditions of the package. Watts Communications
did not respond to an issued Notice of Demand. It is the Department’s intention to continue with
action in an endeavour to recover the liability until it can be clearly established that there are no
reasonable grounds in which to proceed, or that there is no likelihood that any funds can be legally
recovered. The Department is also seeking repayment of the financial assistance moneys provided
to Insight (Tasmania) Pty Ltd, the former operator of the Triabunna Call Centre. The company
ceased operating at the centre in December 2006. The Department expects this matter to be
resolved in the early part of 2007-08.

Due to the wide variety and the nature of the claims and the uncertainty of any potential liability, no
value has been attributed to the claims in the financial statements.
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REPORTING
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LOAN CoUNCIL OuTCcoOME 2006-07

In accordance with the Uniform Presentation Framework (UPF), agreed to by the Australian Loan
Council in March 2000, this Report presents revised fiscal estimates that take into account fiscal
developments since the commencement of the Budget year.

The UPF requires the presentation of the Loan Council Allocation outcome for 2006-07 and
Operating Statements, Balance Sheets and Cash Flow Statements for the General Government,
Public Non-Financial Corporations (PNFC) and Non-Financial Public Sectors. In addition,
General Government Expenditure is presented by purpose. Taxation revenue details required under
the UPF are presented in Section 3.

Loan Council arrangements provide for each State and Territory to nominate a Loan Council Allocation
(LCA) based on the estimated combined General Government and PNFC Sector Cash
Deficit/(Surplus), plus memorandum items. Memorandum items are other financing transactions which,
for Loan Council purposes, are treated as analogous to borrowings. This measure of the level of
financing, therefore, focuses on the call of the public sector on national savings.

A two per cent tolerance band (calculated on Total Non-Financial Public Sector revenue) applies
between the budgeted LCA and the LCA outcome. For 2006-07, the tolerance limit applicable to
Tasmania’s LCA was $104 million. The table below shows that the 2006-07 LCA outcome is a
$108 million surplus. This is a variance of $246 million from the original Budget estimate, and exceeds
the tolerance limit. The variance is due to the improvement in the General Government Surplus
outcome of $115 million and an improvement in the PNFC Deficit of $138 million which was affected by
the sale of the Spirit of Tasmania Il which was not included in the Orginal Budget estimates.

Loan Council Qutcome

2005-06 2006-07 2006-07

Original
Actual Budget Actual
$m $m $m
General Government Cash Deficit/(Surplus) (238) (53) (168)
Public Non-Financial Corporations (PNFC) Cash Deficit/(Surplus) 151 171 34
Total Non-Financial Public Sector underlying Deficit/(Surplus) (87) 118 (134)
Total Non-Financial Public Sector Net Cash Flows from Investments 5 3 10
in Financial Assets for Policy Purposes
Memorandum Items
University
Local Government 19 17 18
Other
Total Loan Council Allocation (63) 138 (106)
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OPERATING STATEMENT BY SECTOR

General Government Public Non-Financial Non-Financial Public Public Financial Total State
Sector Corporations Sector Sector Corporations Sector Sector
2005-06 2006-07 2005-06 2006-07 2005-06 2006-07 2005-06 2006-07/ 2005-06 2006-07
Actual Actual Actual Actual Actual Actual Actual Actual Actual  Actual
$m $m $m $m $m $m $m $m $m $m
Revenue
Taxation revenue 703 748 680 721 679 721
Grants and subsidies 2215 2274 75 93 2215 2275 2213 2275
Sales of goods and services 299 319 1675 1831 1939 2119 118 123 2 053 2238
Interest income 33 43 14 11 47 54 383 388 269 265
Dividend and income tax equivalent income 188 173 1 61 63 37 33 39 34
Other revenue 134 138 44 28 177 164 1 176 163
Total Revenue 3572 3695 1809 1962 5117 5397 539 543 5428 5 696
Expenses
Depreciation 206 207 227 218 432 425 433 425
Employee expenses 1612 1742 303 307 1914 2048 4 6 1918 2054
Other operating expenses 874 943 1 006 1099 1843 1983 110 109 1948 2088
Nominal superannuation interest expense 137 148 137 148 137 148
Other interest expense 27 23 118 145 139 160 356 379 332 364
Dividends and income tax equivalents expense 125 107 59 63
Grants and transfers 596 617 30 32 532 564 1 532 563
Total Expenses 3453 3680 1809 1908 4997 5328 530 558 5 300 5643
equals NET OPERATING RESULT 120 15 55 122 69 9 (15) 128 53
Less Net acquisition of non-financial assets
Purchase of non-financial assets 293 233 405 352 698 585 1 1 698 585
less Sale of non-financial assets 50 60 7 122 57 182 57 182
less Depreciation 206 207 227 218 432 425 433 425
Total 37 (34) 171 12 209 (22) 1 1 209 (22)
equals FISCAL BALANCE - SURPLUS/(DEFICIT) 83 49 (172) 43 (87) 91 9 (15) (81) 75
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BALANCE SHEET BY SECTOR

General Government Public Non-Financial Non-Financial Public Public Financial Total State
Sector Corporations Sector Sector Corporations Sector Sector
2005-06 2006-07 2005-06 2006-07 2005-06 2006-07 2005-06 2006-07 2005-06 2006-07
Actual Actual Actual Actual Actual Actual Actual Actual Actual Actual
$m $m $m $m $m $m $m $m $m $m
Assets
Financial assets
Cash and deposits 607 740 74 181 681 921 2 12 30 16
Advances paid 56 33 55 31 2208 2425 261 267
Investments, loans and placements 2 13 128 115 128 129 3343 3973 3 345 4 107
Other non-equity assets 1039 1109 377 874 556 1 006 103 146 584 990
Equity 3049 3584 80 88 355 456 613 642 699 736
Total Financial assets 4752 5479 658 1259 1775 2 544 6 268 7198 4919 6 117
Non-financial assets
Land and fixed assets 8 584 8 884 6 545 7 003 15110 15 887 13 14 15123 15 929
Other non-financial assets 58 62 246 77 304 140 305 140
Total Non-financial assets 8 643 8 946 6 791 7 080 15414 16 027 13 14 15 428 16 069
Total Assets 13 395 14 425 7 449 8 339 17 189 18 570 6281 7212 20 347 22185
Liabilities
Advances received 248 242 248 242 248 242
Borrowings 157 135 1930 1985 2 086 2119 5128 5817 4 433 4 827
Superannuation liability 3199 3677 472 534 3671 4211 2 3 3674 4214
Other employee provisions 356 382 73 74 429 457 1 1 430 457
Other provisions 589 625 589 625
Other non-equity liabilities 327 329 2201 2531 1668 1881 292 404 1882 2 159
Total Liabilities 4 287 4765 4 675 5124 8 102 8910 6 013 6 850 11 256 12 526
Shares and other contributed capital 2774 3215 268 362
NET WORTH 1 9108 9 660 9 086 9 660 9 091 9 660
NET FINANCIAL WORTH 2 464 714 (6 791) (7 080) (6327) (6 367) (13) (14) (6 338) (6 409)
NET FINANCIAL LIABILITIES 3 2 940 3268 2201 2223 5 140 5491 (422) (590) 4720 4 893
NET DEBT 4 (259) (409) 1729 1689 1469 1280 (424) (593) 1046 679
Notes:
1. Net Worth represents Total Assets less Total Liabilities and Shares and other contributed capital.
2. Net Financial Worth represents Total Financial assets less Total Liabilities and Shares and other contributed capital.
3. Net Financial Liabilities represents Net Debt plus Superannuation liability.
4. Net Debt represents the sum of Advances received and Borrowings less the sum of Cash and deposits, Advances paid and Investments, loans and placements.
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CASH FLOW STATEMENT BY SECTOR

General Government Public Non-Financial Non-Financial Public Public Financial Total State
Sector Corporations Sector Sector Corporations Sector Sector
2005-06 2006-07 2005-06 2006-07 2005-06 2006-07 2005-06 2006-07 2005-06 2006-07
Actual Actual Actual Actual  Actual Actual Actual Actual Actual Actual
$m $m $m $m $m $m $m $m $m $m
Cash receipts from operating activities
Taxes received 699 749 675 722 675 722
Receipts from sales of goods and services 268 291 1834 1859 2 064 2120 131 135 2191 2 250
Grants and subsidies received 2 258 2288 79 65 2 258 2 260 2 257 2 260
Interest received 32 47 15 8 47 54 424 414 292 290
Other receipts 423 460 246 255 531 598 40 33 543 575
Cash payments for operating activities
Payments for goods and services (2 446) (2 550) (1 341) (1453) (3735) (3939) (86) (87) (3821) (4 026)
Grants and subsidies paid (616) (693) (12) (12) (547) (638) Q) (547) (636)
Interest paid (34) (24) (123) (123) (150) (141) (390) (378) (361) (339)
Other payments (132) (227) (323) (290) (437) (499) 4 () (436) (506)
Total Operating Activities 451 341 376 308 705 539 116 108 793 591
Investments in non-financial assets
Sales of non-financial assets 50 60 7 122 57 182 57 182
Purchases of non-financial assets (262) (233) (405) (352) (667) (585) (1) (1) (667) (585)
Total Investments in non-financial (213) (A73) (398) (230) (610) (403) (611) (403)
assets
Investments in financial assets for policy 5 10 (50) 1 (45) 10 303 85 Q) 10
purposes
Investments in financial assets for 8 2) (15) a7) (7 (29) 889 440 897 440
liquidity purposes
Financing activities
Advances received (net) (23) (6) (23) (6) (13) (6)
Borrowing (net) (254) (25) a7 112 277) 62 (1 420) 382 (1 450) 291
Distributions Paid (129) (112) (26) (54)
Other financing (net) (16) (25) 62 50 @ 50 Q)
Total Financing activities (283) (56) (84) (240) 55 (1 446) 328 (1413) 284
Net Increase/(Decrease) in Cash Held (31) 120 (171) 62 (196) 182 (139) 961 (335) 922
CASH SURPLUS /(DEFICIT) 1 238 168 (151) (34) 95 136 90 54 183 188

Note:-
1. Cash Surplus/(Deficit) is equal to Net cash flows from operating activities plus Net cash flows from investments in non-financial assets plus Distributions paid (in the case of the
Public Financial Corporations and Public Non-Financial Corporations Sectors).
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GENERAL GOVERNMENT EXPENSES BY
PURPOSE

2005-06 2006-07 2005-06 2006-07
Actual _ Actual Actual _ Actual
$m $m $m $m
GENERAL PUBLIC SERVICES HOUSING AND COMMUNITY AMENITIES
Other public services 247 261  Housing 131 134
247 261  Community development 9
Sanitation and protection of the environment 12 16
PUBLIC ORDER AND SAFETY 143 158
Police services 143 143 RECREATION AND CULTURE
Fire protection services 48 55  National parks and wildlife 11 49
Law courts and legal services 55 50  Cultural facilities and services 72 50
Prisons and corrective services 48 66  Recreation and culture n.e.c. 19 32
295 314 101 131
EDUCATION 1 FUEL AND ENERGY
Primary education 452 452  Electricity 1 19
Secondary education 331 329 1 19
Tertiary education 104 105
Preschool education 30 30 AGRICULTURE, FORESTRY FISHING AND
Transport of non-urban students 32 32 HUNTING
948 948  Agriculture 45 57
HEALTH Forestry, fishing and hunting 34 24
Acute care institutions 79 81
Admitted patients 539 628 SOCIAL SECURITY AND WELFARE
Non-admitted patients 110 130 Family and children welfare services 33 50
Mental health institutions 15 28  Welfare services for the aged 17 15
Nursing homes for the aged 16 19  Welfare services- people with a disability 41 44
Community health 115 124  Welfare services n.e.c. 23 30
Community mental health 82 42 113 139
Patient transport 30 47 MINING AND MINERAL RESOURCES
Public health services 21 28 MANUFACTURING AND CONSTRUCTION
Pharmaceuticals and medical aids 47 14  Mining and mineral resources 6 11
976 1061 6 11
OTHER ECONOMIC AFFAIRS TRANSPORT AND COMMUNICATION 1
Tourism and area promotion 48 43  Road maintenance 181 187
Vocational training 7 9  Other water transport services 1 2
Other labour and employment 9 12 Urban water transport services 1
Other economic affairs 70 62  Non-urban rail transport freight services 5 4
135 126 189 102
OTHER PURPOSES NOMINAL INTEREST ON
Public debt transactions 22 11 UNFUNDED SUPERANNUATION 137 148
Inter-government transactions 60 66
Other purposes n.e.c. 13 TOTAL GENERAL GOVERNMENT
82 89 EXPENSES 3453 3680

Note:
1. 2005-06 Expenditure for the Education and Transport and Communication categories has been reclassified from that
published in the 2005-06 Treaasurer's Annual Financial Report in accordance with GFS classifications.
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GENERAL GOVERNMENT CAPITAL
EXPENDITURE BY PURPOSE

2005-06 2006-07

Actual Actual

$m $m

General public services 52 52
Public order and safety 56 25
Education 37 24
Health 35 35
Housing and community amenities 33 11
Recreation and culture 9 5
Agriculture, forestry, fishing and hunting 1 1
Transport and communications 64 67
Other economic affairs 5 10
Other purposes 1 3
293 233
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5 PuUBLIC ACCOUNT
STATEMENTS
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CERTIFICATION OF PuBLIC ACCOUNT
STATEMENTS 2006-07

The accompanying special purpose financial report of the Public Account for the year ended
30 June 2007 has been prepared in accordance with the provisions of the Financial Management and
Audit Act 1990 and is in agreement with the relevant accounts and records so as to present fairly the
transactions for the year ended 30 June 2007.

At the date of signing we are not aware of any circumstances which would render the particulars
included in the financial statements misleading or inaccurate.

Michael Aird D W Challen
TREASURER SECRETARY
Department of Treasury and Finance

27 September 2007
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INDEPENDENT AUDIT REPORT
To the Members of the Parliament of Tasmania

PUBLIC ACCOUNT STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2007

Matters Relating to the Electronic Presentation of the audited
Public Account Statements

This audit report relates to the Public Account Statements published in
both the Treasurer’s Annual Financial Report and on the website of the
Department of Treasury and Finance for the year ended 30 June 2007.
The Treasurer is responsible for the integrity of both the Report and the
website.

The audit report refers only to the Public Account Statements named
below. It does not provide an opinion on any other information, which
may have been hyperlinked to/from the audited Public Account
Statements.

If users of this report are concerned with the inherent risks arising from
electronic data communications they are advised to refer to the hard copy
of the audited Public Account Statements.

Report on the Public Account Statements

The Public Account Statements are a special purpose financial report
prepared on the cash basis of accounting, as referred to in note A of the
Statements comprising eight Statements with associated notes and the
Certification by the Treasurer and the Secretary for the year ended
30 June 2007.

The Responsibility of the Treasurer for the Statements

The Treasurer is responsible under section 26A(1) of the Financial
Management and Audit Act 1990 for the preparation of the Statements.
This responsibility includes establishing and maintaining internal controls
relevant to the preparation and fair presentation of the Statements that
are free from material misstatement, whether due to fraud or error;
selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

My responsibility is to express an opinion on the Statements based upon
my audit. My audit was conducted in accordance with Australian Auditing
Standards. These Auditing Standards require that I comply with relevant

Accountability on Your Behalf
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ethical requirements relating to audit engagements and plan and perform
the audit to obtain reasonable assurance as to whether the Statements
are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about
the amounts and disclosures in the Statements. The procedures selected
depend on the auditor’s judgement, including the assessment of risks of
material misstatement of the Statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control
relevant to the preparation and fair presentation of the Statements in
order to design audit procedures that are appropriate to the
circumstances, but not for the purpose of expressing an opinion on the
effectiveness of internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of
accounting estimates made by the Treasurer, as well as evaluating the
overall presentation of the Statements.

I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my audit opinion.

Independence

In conducting my audit, I have met applicable independence requirements
of Australian professional ethical pronouncements.

Auditor’s Opinion

In my opinion the Public Account Statements:

(a)present fairly, in all material respects, the financial transactions of
the Public Account for the year ended 30 June 2007, and such
components of the financial position of the General Government
Sector at that date as are required to be disclosed; and

(b)are in accordance with the Financial Management and Audit Act
1990 and the cash basis of accounting referred to in the accounting
policies in the Statements.

TASMANIAN AUDIT OFFICE

/
V.
Lo
H M Blake
AUDITOR-GENERAL

16 October 2007
HOBART

Accountability on Your Behalf
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ACCOUNTING POLICIES

A. Cash Basis of Accounting

The Public Account is maintained on a cash basis. That is, revenue is recorded when it is received,
and expenditure recorded when the payment is made, during the financial year. The Public Account,
therefore, does not include revenue due but not collected, and invoices received but not paid for goods
and services supplied during the financial year. The value of assets and liabilities is not included in the
Public Account Statements and no provision is made for depreciation, employee entitlements or
creditors.

While cash accounting is adopted for reporting on the Public Account, certain activities undertaken
within the Public Account involve accrual accounting concepts. Such activities mainly relate to the
establishment of “provisions” in accounts in the Special Deposits and Trust Fund to fund the cost of
certain transactions over more than one year. Funds accumulate in those accounts and are used to
meet expenditure in future years. The main provision accounts relate to superannuation,
debt management, risk management, special capital investment funds and the 27" pay.

B. Unaudited Information

Original Budget information was prepared and presented as part of the 2006-07 State Budget in
June 2006. Budget information is, by its nature, an estimate and as a result, this information has not
been subject to an audit process.

C. Inter-Fund Transactions

No attempt has been made to adjust for inter-fund or inter-agency transactions within the
Public Account. Certain activities result in funds being transferred between accounts in the
Special Deposits and Trust Fund or between the Consolidated Fund and the Special Deposits and
Trust Fund. Consequently, expenditure and receipts in the Public Account are overstated to the extent
of any inter-fund and inter-agency transfers.

D. Cash in Transit
Consistent with a cash basis of accounting, only cash receipted in the Public Account as at
30 June 2007 is brought to account and reported as revenue of the Public Account for the year.

E. Rounding

All amounts in the financial statements have been rounded to the nearest thousand, unless otherwise
stated. As a consequence, rounded figures may not add to totals. Amounts less than $500 are
rounded to zero.
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STATEMENT 1 - PUBLIC ACCOUNT BALANCE

2005-06 2006-07
Actual  The Public Account Notes Actual
$'000 $'000
Consolidated Fund
1783242 Special Deposits and Trust Fund 1889 092
1783242 Balance 30 June (Before Temporary Debt Repayments) 1889 092
(1203 160) Less Temporary Debt Repayments (1170 233)
580 082 Balance 30 June (After Temporary Debt Repayments) 718 859
REPRESENTED BY:
(34999) Westpac Banking Corporation (45 307)
584 339 Treasurer’'s Account Fixed Deposits 709 955
210 Advances to Heads of Agency 211
30 532 Specific Trust Account Fixed Deposits 54 000
580 082 Balance 30 June 718 859
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STATEMENT 2 - CONSOLIDATED FUND

OUTCOME

2005-06 2006-07 2006-07
Actual Item Notes Original Actual
Budget
$'000 $'000 $'000
BALANCE 1 JULY
Receipts
2993 767 Recurrent Receipts 3076 854 3156432
46 435  Capital Receipts 53192 48 448
3040 203 Total 3130046 3204880
Expenditure 1
2861 599 Recurrent Services 2918402 2994413
161 973  Works and Services 207 868 191 483
3023571 Total 3126270 3185896
16 631  Consolidated Fund Outcome 3776 18 984
Financing 2
(16 631) Net Loan Repayments (3776) (18 984)
(16 631) Total (3776) (18 984)
BALANCE 30 JUNE
Notes:
1. In accordance with section 2 of the Public Account Act 1986, Recurrent Services expenditure represents the
cost of the ordinary annual services of the Government, whilst Works and Services expenditure represents
expenditure, funded from works and services appropriations, on public works or property or the making of
loans.
2. Loan repayments funded outside the Consolidated Fund, from Australian Government monies and other
sources, are excluded.
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STATEMENT 3 - CONSOLIDATED FUND

RECEIPTS
2005-06 2006-07 2006-07 2006-07
Actual Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
RECEIPTS OF A RECURRENT NATURE
Commonwealth Sources
General Purpose Payments
1 503 956 GST Revenue 1557300 1567616 10 316
19 056 Competition Payments
1523012 Total General Purpose Payments 1557300 1567616 10 316
Specific Purpose Payments
6 275 Assistance for Concessions 6 449 6411 (38)
18 913 Commonwealth-State Housing 21 849 21 753 (96)
58 798 Primary and Secondary Education 60 944 61 166 222
26 766 Technical and Further Education 26 765 27 054 289
185 309 Health Care Grant 196 396 194 513 (1 883)
22 142 Home and Community Care Program 22 142 24 114 1972
7 487 Supported Accommodation Assistance 7 354 7718 364
5 689 Public Health Outcomes Funding 5 784 5 802 18
228 National Child Care Strategy 217 249 32
20 362 Disability Services Grant 20 754 20 754
9 707 High Cost Drugs 11 505 13 254 1749
160 Natural Disasters Organisations 228 160 (68)
Natural Disaster Relief 16 16
53 400 Grant to the State for Local 54 632 55 299 667
Tasmanian Community Forest
5992 Agreement 18 000 18 000
3400 World Heritage Area 3400 3400
424 628 Total Specific Purpose Payments 438 419 459 663 21 244
1 947 640 Total Commonwealth Sources 1995719 2027279 31 560
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STATEMENT 3 - CONSOLIDATED FUND

RECEIPTS (CONTINUED)

Enterprises, State-owned Companies
and State Authorities

2005-06 2006-07 2006-07 2006-07
Actual Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
State Sources
Taxation
2 361 Debits Duties 313 313
226 187 Stamp Duties 225 568 241 753 16 185
22948 Lottery Tax 23401 24 209 808
49 227 Land Tax 60 520 61 232 712
55976 Motor Taxation 58 841 57 552 (1 289)
21 Racing and Gaming Taxes 21 21
54 630 Casino Tax and Licence Fees 56 181 55 726 (455)
302 776 Payroll Tax 309 798 319 944 10 146
1131 Sundry Licences 12 860 5422 (7 438)
715 258 Total Taxation 747 169 766 172 19 003
Receipts from Government Business Enterprises,
State-owned Companies and State Authorities
9 957 Tasmanian Ports Corporation Pty Ltd 4 486 3575 (911)
8 Metro Tasmania Pty Ltd 13 11 (2)
470 The Public Trustee 490 1103 613
629 TOTE Tasmania Pty Ltd 490 510 20
47 Printing Authority of Tasmania
30573 Aurora Energy Pty Ltd 23 466 20 998 (2 467)
65 806 Hydro Tasmania 49 747 57 792 8 045
6 198 Tasmanian Public Finance Corporation 3500 3500
32 564 Transend Networks Pty Ltd 29514 37 966 8 451
1077 TT-Line Company Pty Ltd 1900 1091 (809)
19 Rivers and Water Supply Commission 21 23 2
20 403 Motor Accidents Insurance Board 41 600 50 851 9251
2 556 Forestry Tasmania 1201 1412 211
170 306 Total Receipts from Government Business 156 428 178 832 22 404
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STATEMENT 3 - CONSOLIDATED FUND
RECEIPTS (CONTINUED)

2005-06 2006-07 2006-07 2006-07

Actual Item Original Actual  Variation
Budget

$'000 $'000 $'000 $'000

Departmental Fees and Recoveries

665 Treasury and Finance 602 721 119
9832 Justice 9395 10 760 1365
422 Education 659 441 (218)
29770 Primary Industries and Water 30 267 28 468 (1799)
6 Health and Human Services 16 8 (8)

34 685 Infrastructure, Energy and Resources 36 576 38 351 1775
610 Police and Emergency Management 612 1831 1219

1 Premier and Cabinet 2 8 6

729 Tourism, Arts and the Environment 1714 1714
76 720 Total Departmental Fees and Recoveries 78 129 82 303 4174

Recoveries of State Debt Charges

818 Interest 609 637 28

819 Total Recoveries of State Debt Charges 609 637 28

Sale and Rent of Government Property

11 500 Crown Lands Administration Fund 22 300 (22 300)
11 500 Total Sale and Rent of Government 22 300 (22 300)
Property

Resource Rents and Royalties

924 Rent and Fees from Mineral Lands 939 1344 405

322 Storage of Explosives and Inflammable 226 290 64
Liquids

23 970 Mineral Royalties 20 000 33822 13822

1980 Regional Water Authority Licence Fees 1911 2196 285

27 196 Total Resource Rents and Royalties 23076 37 651 14 575
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STATEMENT 3 - CONSOLIDATED FUND
RECEIPTS (CONTINUED)

2005-06 2006-07 2006-07 2006-07
Actual Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
Other Recurrent Receipts
3 956 Fines and Fees 3700 4 287 587
7 362 Fines - Infringement Notices 7 500 8 607 1107
257 Stamp Duties - Instalment Payments 50 42 (8)
23729 Interest on Investments - Finance-General 30 000 39 259 9 259
13 Interest on Investments - Rivers and Water 20 9 (12)
Supply Commission
151 Government Prices Oversight Commission: 162 162
Recoveries
Recoveries from Departmental 1500 1500
Business Units
8 860 Miscellaneous 10 654 9691 (963)
44 329 Total Other Recurrent Receipts 53 424 63 558 10 134
1046 127 Total State Sources 1081135 1129153 48 018
2993 767 TOTAL RECEIPTS OF A RECURRENT 3076854 3156432 79578
NATURE
RECEIPTS OF A CAPITAL NATURE
Commonwealth Sources
Specific Purpose Payments
7 884 Primary and Secondary Education 7 501 8 070 569
4 420 Technical and Further Education 4420 4420
5930 Housing 3275 3258 a7
27 946 National Highway System 37 726 30777 (6 949)
Rail 1582 1582
46 180 Total Specific Purpose Payments 52 922 48 107 (4 815)
46 180 Total Commonwealth Sources 52 922 48 107 (4 815)
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STATEMENT 3 - CONSOLIDATED FUND
RECEIPTS (CONTINUED)

2005-06 2006-07 2006-07 2006-07
Actual Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
State Sources
Loan Repayments
31 Public Bodies Assistance Act 1971 24 13 (12)
15 State Loans and Loan Guarantees Act 1976 11 10 Q)
17 Midway Point Improvement Act 1975 35 14 (21)
145 Private Forests Loans 200 264 64
209 Total Loan Repayments 270 301 31
Other
a7 Proceeds from Sale of Government Assets 39 39
47 Total Other 39 39
256 Total State Sources 270 340 70
46 435 TOTAL RECEIPTS OF A CAPITAL 53192 48 448 (4 746)
NATURE
3040 203 TOTAL RECEIPTS 3130046 3204880 74 834
BORROWINGS
(16 570) Borrowings (3776) (18 984) (15 209)
(16 570) TOTAL BORROWINGS (3776) (18 984) (15 209)
3023 632 TOTAL CONSOLIDATED FUND RECEIPTS 3126270 3185896 59 626
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STATEMENT 4 - CONSOLIDATED FUND
EXPENDITURE

2005-06 2006-07 2006-07 2006-07
Actual Division /Item Original Actual Variation
Budget
$'000 $'000 $'000 $'000
Economic Development
43 218 Recurrent Services 43 648 49138 (5 490)
1 100 Works and Services
44 318 Total Economic Development 43 648 49 138 (5 490)
Education
732 807 Recurrent Services 758 049 762 134 (4 085)
24 037 Works and Services 18 596 16 236 2 360
756 844 Total Education 776 645 778 370 (1 725)
Finance-General
340 698 Recurrent Services 288 626 331 468 (42 842)
166 051 Reserved by Law 107 456 101 470 5986
.... Works and Services 21 325 21 325
506 749 Total Finance-General 417 407 454 263 (36 856)
Health and Human Services
966 111 Recurrent Services 1060511 1071589 (11 078)
23 149 Works and Services 31973 30 680 1293
989 260 Total Health and Human Services 1092484 1102 268 (9 784)
House of Assembly
1 961 Recurrent Services 1992 1986 6
3 235 Reserved by Law 3387 4102 (715)
5 196 Total House of Assembly 5379 6 088 (709)
Infrastructure, Energy and Resources
110 483 Recurrent Services 115 397 117 136 (2 739)
29 Reserved by Law 52 52
84 787 Works and Services 104 420 97 313 7 107
195 299 Total Infrastructure, Energy and 219 869 214 449 5420

Resources
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STATEMENT 4 - CONSOLIDATED FUND
EXPENDITURE (CONTINUED)

2005-06 2006-07 2006-07 2006-07
Actual Division /Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
Justice

81 000 Recurrent Services 97 019 98 781 (1 762)

10 154 Reserved by Law 7112 8123 (1011)
15 896 Works and Services 19 904 19 904

107 050 Total Justice 124 035 126 808 (2773)

Legislative Council

2 182 Recurrent Services 2 405 2434 (29)
1 952 Reserved by Law 2 090 2 440 (350)
4 133 Total Legislative Council 4 495 4873 (378)

Legislature-General
4 697 Recurrent Services 4531 5035 (504)

4 697 Total Legislature-General 4531 5035 (504)

Ministerial and Parliamentary Support

14 339 Recurrent Services 16 880 16 875 5

584 Reserved by Law 634 640 (6)

14 924 Total Ministerial and Parliamentary 17514 17 515 Q)
Support

Office of the Governor

2 300 Recurrent Services 2 373 2372 1
388 Reserved by Law 425 401 24
2 688 Total Office of the Governor 2798 2773 25

Police and Emergency Management

148 044 Recurrent Services 156 612 160 598 (3986)

2 500 Works and Services 700 1100 (400)

150 544 Total Police and Emergency 157 312 161 698 (4 386)
Management
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STATEMENT 4 - CONSOLIDATED FUND
EXPENDITURE (CONTINUED)

2005-06 2006-07 2006-07 2006-07
Actual Division /Item Original Actual  Variation
Budget
$'000 $'000 $'000 $'000
Premier and Cabinet
31 255 Recurrent Services 39 167 47 157 (7 990)
299 Works and Services 500 260 240
31 554 Total Premier and Cabinet 39 667 47 416 (7 750)
Primary Industries and Water
86 403 Recurrent Services 86 802 82 939 3863
4 891 Works and Services 1147 1147
91 294 Total Primary Industries and Water 87 949 84 086 3863
Tasmanian Audit Office
276 Reserved by Law 319 301 18
276 Total Tasmanian Audit Office 319 301 18
Tourism, Arts and the Environment
78 189 Recurrent Services 87 210 91 429 (4 219)
5 288 Works and Services 9 303 3519 5784
83 477 Total Tourism, Arts and the 96 513 94 948 1565
Environment
Treasury and Finance
35 331 Recurrent Services 35 705 35 853 (148)
. Reserved by Law 14 (14)
35 331 Total Treasury and Finance 35 705 35 867 (162)
3023 632 TOTAL CONSOLIDATED FUND 3126270 3185896 (59 626)

EXPENDITURE
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STATEMENT 5 - EXCESS CONSOLIDATED FUND
RECURRENT SERVICES
EXPENDITURE

Authorised by Section 11 of the Public Account Act 1986

Division Existing Items
2006-07

Authorised Expenditure
$'000 $'000
Economic Development 5490 5490
Education 4085 4085
Finance-General 44 875 42 842
Health and Human Services 11 678 11 078
Infrastructure, Energy and Resources 2023 1739
Justice 1762 1762
Legislative Council 30 29
Legislature-General 533 504
Police and Emergency Management 3986 3986
Premier and Cabinet 8 321 7990
Tourism, Arts and the Environment 4219 4219
Treasury and Finance 148 148
TOTAL 87 150 83 872
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STATEMENT 6 - EXCESS CONSOLIDATED FUND
WORKS AND SERVICES
EXPENDITURE

Authorised by Section 12 of the Public Account Act 1986

Division Existing Items
2006-07
Authorised Expenditure
$'000 $'000
Police and Emergency Management 400 400
TOTAL 400 400
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STATEMENT 7 - EXCESS CONSOLIDATED FUND

RESERVED BY LAW
EXPENDITURE

Authorised by Acts of Parliament

2006-07
Division / Item Expenditure
Over
Estimate
$000
Finance-General
Superannuation Benefits Payable under the Solicitor-General Act 1983 3
Contribution to Tasmanian Racing Industry (Section 152, Gaming Control 5000
Act 1993)
Total Finance-General 5003
House of Assembly
Parliamentary  Salaries and Allowances (Parliamentary Salaries, 371
Superannuation and Allowances Act 1973)
Travelling Allowances (Parliamentary Salaries, Superannuation and 358
Allowances Act 1973)
Total House of Assembly 728
Justice
Salary, Solicitor-General (Solicitor-General Act 1983) 29
Salary, Director of Public Prosecutions (Director of Public Prosecutions 33
Act 1993)
Salaries of Magistrates (Magistrates Court Act 1987) 21
Salaries of Judges (Supreme Court Act 1987) 23
Salary and Travelling Allowance, Master of the Supreme Court (Supreme
Court Act 1959)
Expenses of Parliamentary Elections and Referendums (Electoral Act 1985 98
and Referendum Procedures Act 1994)
Criminal Injuries Compensation Act 1976 Section 11(4): Payments 800
Expenses of Aboriginal Land Council of Tasmania Elections (Aboriginal Lands 12
Act 1995, Section 17)
Total Justice 1016
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STATEMENT 7 - EXCESS CONSOLIDATED FUND
RESERVED BY LAW
EXPENDITURE (CONTINUED)

2006-07
Expenditur
Division / Iltem e
Over
Estimate
$'000
Legislative Council
Parliamentary  Salaries and Allowances (Parliamentary  Salaries, 179
Superannuation and Allowances Act 1973)
Travelling Allowances (Parliamentary Salaries, Superannuation and 161
Allowances Act 1973)
Members' Committee Fees and Allowances (Parliamentary Salaries, 10
Superannuation and Allowances Act 1973)
Total Legislative Council 350
Ministerial and Parliamentary Support
Allowances of Ministers (Parliamentary Salaries Superannuation and 6
Allowances Act 1973)
Total Ministerial and Parliamentary Support 6
Treasury and Finance
Contribution to the Community Support Levy Account from Betting Exchange 14
Revenues (Gaming Control Act 1993, Section 151)
Total Treasury and Finance 14
TOTAL 7117
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STATEMENT 8 - SPECIAL DEPOSITS AND

TRUST FUND
Balance Division / Account Receipts Expenditur Balance
30 June e 30 June
2006 2007
$'000 $'000 $'000 $'000
Economic Development
19725 State Development Operating Account 95 807 99 468 16 063
262 Sports Development Account 1170 1204 228
296 Government Guarantees Reserve 296
31953 Intelligent Island Project Account 1749 5 064 28 637
3 Fire Relief Account 1 3
52 239 Total Economic Development 98 726 105 737 45 228
Education
16 204 Department of Education Operating 1059807 1056212 19 799
32 State Library Service (Overdue Fines) 338 219 151
Account
9 Community Health and Well Being Fund . 9
16 246 Total Education 1060145 1056441 19 950
Finance-General
Commonwealth/State Housing Agreement 9 607 9 607
Account
State Works and Housing Assistance Acts 7 107 7 107
Account
1710 Tasmanian Community Forest Agreement 18 000 19 710
Fund
Housing Assistance Act 1973 Account 14 14
8 052 Tasmanian Community Fund Account 5692 5594 8 150
4373 Assurance Fund -Land Titles Act 1980 172 4 546
30 Tasmanian Perpetual Trustees Ltd 2 2 30
5523 Finance-General Operating Account 17 936 23 338 121
7 232 Unclaimed Moneys Account 996 62 8 166
4591 Helsham Agreement Grants Account 256 700 4 147
503 Social Infrastructure Fund 99 403
94 366 Economic and Social Infrastructure Fund 33565 62 956 64 975
30 635 Royal Hobart Hospital Redevelopment 14 208 16 427
18 153 Better Roads Fund 6 590 11 563
1041 The Mount Lyell Closure Trust Fund 61 80 1022
56 Berriedale Landslip Account 20 77
44 Rosetta Landslip Account 45 48 42
1052 323 Superannuation Provision Account 221 247 128 285 1 145 285
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STATEMENT 8 - SPECIAL DEPOSITS AND
TRUST FUND (CONTINUED)

Balance Division / Account Receipts Expenditur Balance
30 June e 30 June
2006 2007
$'000 $'000 $'000 $'000
165 Agency Accommodation Charges Account 14 313 14 306 172
44 519 Structural and Performance Initiatives 4 332 40 187
Program Account
13 455 Payroll Provision Account 6 500 19 955
73 Judges’ Pension Fund Trust Account 77 73 77
424 Treasurer’'s Suspense Account 221728 221714 438
43 110 State Debt Management Account 5533 48 643
18 651 Forestry Tasmania Superannuation 3982 22 633
Provision Account
Local Government Tax Equivalent 732 732
Account
112 805 Tasmanian State Service Risk 42 369 32 440 122 735
Management Account
(1 203 160 Temporary Debt Repayment Account 38 484 5557 (1170 233)
(7 219) Government Car Fleet Account 50 627 49181 (5772)
251 456 Total Finance-General 699 067 606 734 343789
Health and Human Services
4 Tasmanian Guardianship Fund Account 2 2
2 167 Staff Specialists Teaching, Research and 4 2 057 114
Education Fund
97 Purchase Contract Homes Act 1935 4 101
Account
9714 Patient Trust and Hospital Bequest 14 436 14 909 9241
Account
21 766 Department of Health and Human 1522333 1528288 15811
Services Operating Account
8634 Department of Health and Human 125 331 128 456 5508
Services Housing Services Operating
3224 Royal Hobart Hospital Redevelopment 3224
Stage 3 Account
15 Home Ownership Assistance Program 6 615 3059 3571
Operating Account
41 New Town Mothercraft Home Agreement 2 20 23
Act 1949 Account
45 662 Total Health and Human Services 1668725 1680017 34 370
House of Assembly
8 House of Assembly Operating Account 6 187 6 187 8
8 Total House of Assembly 6 187 6 187 8
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STATEMENT 8 - SPECIAL DEPOSITS AND
TRUST FUND (CONTINUED)

Balance Division / Account Receipts Expenditur Balance
30 June e 30 June
2006 2007
$'000 $'000 $'000 $'000
Infrastructure, Energy and Resources
1526 Mines Deposit Account 155 246 1436
7121 Department of Infrastructure, Energy and 599 177 596 095 10 203
Resources Operating Account
91 Traffic Management Operating Account 194 182 103
60 000 East Tamar Highway Redevelopment 3194 1146 62 048
Account
30 Cab and Hire Car Trust Fund 2 32
271 Abt Railway Account 477 267 481
34 Taxi Industry General Administration Trust 48 41 40
Fund
69 073 Total Infrastructure, Energy and Resources 603 246 597 977 74 342
Justice
Crown Law Trust Account under section 32355 27 922 4 433
101 of the Legal Profession Act 1993
136 Prisoners Earnings Deposit Account 1461 1456 140
65 Magistrates Court (Civil Division) Litigants 40 38 67
Fund Account
1886 Workers’ Compensation Act 1988 Fund 3965 4 436 1415
54 Appeal Costs Fund Deposit Account 114 61 107
2172 Supreme Court Suitors Fund Deposit 645 675 2142
Account
8 866 Department of Justice Operating Account 171 526 172 552 7 840
323 Local Government and Other Elections 402 531 194
Operating Account
495 Criminal Injuries Compensation Act 1976 31 4 522
Victims Fund
361 Crime (Confiscation of Profits) Account 213 574
145 Criminal Injuries Compensation Fund 4 205 4062 288
14501 Total Justice 214 957 211736 17 722
Legislative Council
3 Legislative Council Operating Account 4 958 4 957
3 Total Legislative Council 4 958 4 957
Legislature-General
2 Legislature-General Operating Account 5642 5632 12
2 Total Legislature-General 5642 5632 12
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STATEMENT 8 - SPECIAL DEPOSITS AND

TRUST FUND (CONTINUED)

Balance Division / Account Receipts Expenditur Balance
30 June e 30 June
2006 2007
$'000 $'000 $'000 $'000
Office of the Governor
1 His Excellency the Governor's 2 833 2842 (8)
Establishment Operating Account
1 Total Office of the Governor 2833 2842 (8)
Police and Emergency Management
3394 Department of Police and Emergency 181 812 183 321 1 886
Management Operating Account
3394 Total Police and Emergency Management 181 812 183 321 1886
Premier and Cabinet
Tasmanian Community Forest Agreement 46 210 32 224 13 986
Fund
233 Jim Bacon Foundation Account 255 156 332
Tasmanian Early Years Foundation 1477 1477
Account
3481 Department of Premier and Cabinet 73372 74 047 2 806
Operating Account
263 Telecommunications Management 27 115 26 105 1273
Division Operating Account
131 Tsuneichi Fujii Fellowship Account 7 6 133
84 Department of Premier and Cabinet 10 185 9 846 423
Service Tasmania Account
4 192 Total Premier and Cabinet 158 620 142 383 20 429
Primary Industries and Water
15953 Regional Forest Agreement Account 16 868 18 210 14 611
35748 Department of Primary Industries and 192 695 185 542 42 900
Water Operating Account
28 373 Crown Lands Administration Fund 35570 5285 58 657
183 Valuation Services Operating Account 1820 1577 425
848 Apple and Pear Industry Research and 49 139 758
Development Account
1027 Department of Primary Industries and 1644 1631 1039
Water Recreational Fishing Licences
Trust Account
315 Department of Primary Industries and 223 842 224 094 63
Water Service Tasmania Account
82 447 Total Primary Industries and Water 472 487 436 479 118 455
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STATEMENT 8 - SPECIAL DEPOSITS AND
TRUST FUND (CONTINUED)

Balance Division / Account Receipts Expenditur Balance
30 June e 30June
2006 2007
$'000 $'000 $'000 $'000

Tasmanian Audit Office

368 Tasmanian Audit Office Operating 5148 5212 303
Account
368 Total Tasmanian Audit Office 5148 5212 303

Tourism, Arts and the Environment

29917 Tourism, Arts and the Environment 131 684 131 458 30 144
Operating Account
2962 Tourism Tasmania Product Distribution 6 743 6 134 3572
and Sales Trading Account
151 Environmental Incidents Trust Account 130 57 224
414 Parks Development and Maintenance 3 856 3692 578
Account
33444 Total Tourism, Arts and the Environment 142 413 141 340 34 517

Treasury and Finance

1410 Department of Treasury and Finance 39738 39623 1526
Operating Account
5275 Contract Management Account 1460 1284 5451
219 Community Support Levy Account 4 500 3964 755
143 Government Prices Oversight 1848 1872 119
Commission/Energy Regulator
Account
7 047 Total Treasury and Finance 47 547 46 742 7 851

580 082 TOTAL SPECIAL DEPOSITS AND TRUSTFUND 5372513 5233738 718859
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ACCRUAL UNIFORM PRESENTATION
FRAMEWORK

The Treasurer's Annual Financial Report is prepared on a Uniform Presentation Framework (UPF)
basis.

The UPF is based on the concepts and classifications used by the Australian Bureau of Statistics
(ABS) in the preparation of public finance reports. These, in turn, are based on international standards
set out in the International Monetary Fund’s A Manual of Government Finance Statistics and the United
Nations’ A System of National Accounts. The Government Finance Statistics classification adopts a
nationally consistent format for presenting the financial transactions of governments.

The UPF was first established by the Australian Loan Council in May 1991. The Council revised the
UPF in March 2000 to adopt accrual Government Finance Statistics based reporting. The primary
objective of the UPF is to ensure that the Australian, State and Territory governments present their
budgets on a standard, comparable basis. It was recognised that a more uniform approach to the
presentation of budgets, forward estimates and outcomes would facilitate understanding of individual
government’s financial results and projections.

UPF information:

e is presented on a total source of funds basis, meaning that balances and transactions of both the
Consolidated Fund and the Special Deposits and Trust Fund are included in the UPF Outcomes
Statements; and

¢ includes accrual transactions such as depreciation and nominal interest on superannuation.

The UPF gives details of the expenses, revenue, payments, receipts, assets and liabilities of the
Tasmanian General Government Sector.

An important distinction made in the UPF framework is between *“transaction flows” and “other
economic flows”. Transactions result directly from a mutually agreed interaction between two parties,
for example, the sale of a good or service. The definition of a “transaction flow” also includes
depreciation, which does not involve interaction between two parties. The treatment of depreciation
recognises that in this case the one party is acting in two roles, as owner of the asset and consumer of
the services provided by the asset.

An “other economic flow” is a change in the volume or value of an asset, or a liability, that does not
result from a transaction. This includes a wide variety of events such as the revaluation of assets
(holding gains or losses) arising from a change in market prices, and changes in the volume of assets
that result from discoveries, depletion and destruction of assets. The impact of all “other economic
flows” is excluded from the UPF Operating Statement. These changes impact directly on equity in the
Balance Sheet in the UPF treatment. This is a major source of differences between the UPF
Operating Statement and the Income Statement prepared in accordance with the Australian
Accounting Standards.

Details of public sector estimates and outcomes are presented within the UPF in three primary
statements: the Operating Statement, the Balance Sheet and the Cash Flow Statement. These
statements form the core of the UPF.
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Operating Statement

The Operating Statement presents information on revenues and expenses. This statement is
designed to capture the composition of revenues and expenses and the net cost of a government’s
activities within a fiscal year. It shows the full cost of resources consumed by the government in
achieving its objectives, and how these costs are met from various revenue sources.

The Operating Statement reports two major fiscal measures: the Net Operating Balance and the
Fiscal Balance.

Net Operating Result

The Net Operating Balance is the best measure of the on-going sustainability of the ordinary
operations of government. It is determined as the excess of revenues over expenses. The Net
Operating Balance excludes capital expenditure, but includes non-cash costs such as accrued
employee entitlements and depreciation. By including all accruing costs, including depreciation, the
Net Operating Balance encompasses the full cost of providing government services.

A Net Operating Surplus indicates that the ordinary operations of government are sustainable and that
there are funds available, on an accrual basis, to increase service delivery, increase assets, or to
decrease liabilities. A deficit indicates that one-off expenditure may have occurred to meet one-off
projects or programs; and/or revenues are not sufficient to meet all expenses for the current year.

Fiscal Balance

The Fiscal Balance indicates whether a sufficient surplus is being generated by the ordinary operations
of government to fund its capital expenditure needs. It is determined as the difference between
General Government revenue over expenses, after allowing for the net addition to the capital stock.

The Fiscal Balance measures the investment-saving balance. A Fiscal Surplus indicates that the
Government is saving more than enough to finance all of its investment spending, whilst a
Fiscal Deficit indicates that the Government is spending reserves, including previously accumulated
surpluses, to fund its investment spending.

In a year in which the Government undertakes major capital works, other things being equal, the
Fiscal Balance will be significantly lower than the Net Operating Balance.

Balance Sheet

The Balance Sheet records financial and non-financial assets and liabilities. This statement discloses
the resources over which a government maintains control. The Balance Sheet is a financial snap-shot,
taken at a point in time, for instance, the end of the financial year. By providing information on the type
of assets and liabilities held by a government, the statement shows the government’s financial position
at that point in time.

The Balance Sheet includes information on the make-up and value of a government’s financial assets,
and on the extent of liabilities such as borrowings and unfunded superannuation. This allows for
intertemporal and interjurisdictional comparisons of asset and liability levels. The major Balance Sheet
indicators are Net Debt, Net Financial Liabilities, Net Financial Worth and Net Worth.

Net Debt

Net Debt is a measure used to help judge the overall strength of a jurisdiction’s fiscal position.
Net Debt comprises the stock of selected gross financial liabilities less selected financial assets. High
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levels of Net Debt impose a call on future revenue flows to service that debt and can therefore limit a
government’s flexibility to adjust expenditure.

Net Financial Liabilities

Net Financial Liabilities is Net Debt plus gross unfunded superannuation liabilities. This additional
information is important in gauging the strength of a government’s overall fiscal position. This measure
is not included in the UPF, but is commonly used by international credit ratings agencies.

Net Financial Worth

Net Financial Worth is calculated as financial assets minus liabilities. This measure is broader than
Net Debt, as it incorporates provisions made (such as superannuation, but not depreciation and bad
debts) as well as ownership of equity.

Net Worth

Net Worth is calculated as total assets (both financial and non-financial) minus total liabilities, shares
and other contributed capital. Net Worth incorporates non-financial assets such as land and other
infrastructure assets, which may be sold and used to repay debt. It also incorporates certain financial
assets and liabilities not captured by the Net Debt measure, most notably, accrued employee
superannuation liabilities, ownership of equities, debtors and creditors.

Cash Flow Statement

The Cash Flow Statement records a government's cash receipts and payments, outlining how a
government obtains and disposes of cash.

This statement categorises cash flows into operating, investing and financing activities. Operating
activities related to the collection of taxes, the distribution of grants, and the provision of goods and
services. Investing activities are related to the acquisition and disposal of financial and non-financial
assets. Financing activities are related to changing the size and composition of a government’'s
financial structure.

The convention is that all inflows carry a positive sign and all outflows carry a negative sign (regardless
of whether they are gross or net cash flows). The Cash Flow Statement reports two major fiscal
measures: Net Increase in Cash Held and Cash Surplus.

Net Increase in Cash Held

Net Increase in Cash Held is the sum of net cash flows from all operating, investing and financing
activities. This measure is consistent with the movement in cash and deposits reported in the Balance
Sheet, and provides a mechanism for managing the cash position to ensure that sufficient cash is
available to fund Government policy decisions.

Cash Surplus

The Cash Surplus comprises cash received from operating activities, and from sales and purchases of
non-financial assets, less distributions paid (in the case of public financial corporations and public
non-financial corporations), less finance leases and similar arrangements.

The Cash Surplus is important for cash management purposes. The Cash Surplus represents the
difference between General Government operating and investing receipts over expenditure (including
capital expenditure). It is important to note that a Cash Surplus does not necessarily imply that there is
cash available for spending. This is because the Cash Surplus includes funds allocated to provisions
such as the Superannuation Provision Account.
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It should be noted that the ABS concept of a surplus/(deficit) does not include equity
injections/withdrawals and the repayment of advances. These items can have a major impact in any
given year. The ABS classifies these transactions as Financing Transactions, which have no impact
on the calculation of the surplus/(deficit).

Consolidation of Transactions

The GFS statements present a consolidated view of the financial transactions for all entities within the
General Government Sector.

To compile statistics for the financial activities of the General Government Sector the receipts,
payments, financial assets and liabilities held with other agencies within the Sector have to be matched
and eliminated to avoid double counting. This process is known as consolidation.

For example, in the case of GFS, the rental payment by the Department of Justice to Treasury for the
Department of Justice’s occupation of a Government owned building will be netted out from the
Operating Statement as both agencies are classified as General Government. Similarly, Treasury has
on-lent Commonwealth State Housing Agreement funds to the Department of Health and Human
Services and since both agencies are within the General Government Sector, the borrowing recorded
by the Department of Health and Human Services and the advance held by Treasury are eliminated.
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CLASSIFICATION OF THE TASMANIAN PUBLIC
SECTOR

The Tasmanian Public Sector comprises several different types of entities. These are classified
according to the sectors comprising the UPF, namely General Government, Public Non-Financial
Corporations (PNFC), or Public Financial Corporations (PFC) Sectors.

The General Government Sector comprises those agencies of government, the primary function of
which is to provide public services which are mainly non-market in nature, for the collective
consumption of the community, or which involve the transfer or redistribution of income and are
financed mainly through taxes and other compulsory levies. This Sector includes government
departments and a number of entities that act outside the Public Account including the Inland Fisheries
Service, Marine and Safety Tasmania, the Royal Tasmanian Botanical Gardens, the State Fire
Commission and the Nominal Insurer (a statutory entity created by the Workers Rehabilitation and
Compensation 1988 Act). The State Budget is based on the General Government Sector.

The PNFC Sector comprises those entities that aim to cover the majority of their expenses by revenue
from the sales of goods and services and which are mainly market, non-regulatory and non-financial in
nature. Generally, this Sector covers the State-owned Companies (SOCs) and Government Business
Enterprises (GBEs). These entities have a variety of functions and responsibilities, are established in
varying ways and also have different relationships with the Budget.

The PFC Sector comprises those entities that perform central bank functions or have the authority to
incur financial liabilities and acquire financial assets in the market on their own account. In Tasmania,
there are two organisations in this Sector. These are the Tasmanian Public Finance Corporation and
the Motor Accidents Insurance Board.

The following provides a breakdown of the Tasmanian Public Sector entities by sector.

General Government

Economic Development

Education

Health and Human Services

House of Assembly

Infrastructure, Energy and Resources
Inland Fisheries Service

Justice

Legislative Council
Legislature-General

Marine and Safety Tasmania

Office of the Governor

Police and Emergency Management
Premier and Cabinet

Primary Industries and Water

Royal Tasmanian Botanical Gardens
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General Government (continued)

State Fire Commission

TAFE Tasmania

Tasmanian Audit Office

The Nominal Insurer

Tourism, Arts and the Environment
Treasury and Finance

Public Non-Financial Corporations

Aurora Energy Pty Ltd

Forestry Tasmania

Hydro Tasmania

Metro Tasmania Pty Ltd

Port Arthur Historic Site Management Authority
Printing Authority of Tasmania

Private Forests Tasmania

Rivers and Water Supply Commission
Southern Regional Cemetery Trust
Tasmanian Ports Corporation Pty Ltd
The Public Trustee

TOTE Tasmania Pty Ltd

Transend Networks Pty Ltd

TT-Line Company Pty Ltd

Public Financial Corporations

Motor Accidents Insurance Board
Tasmanian Public Finance Corporation
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PUBLIC ACCOUNT

In accordance with the Public Account Act 1986, the Public Account comprises two Funds, namely the
Consolidated Fund and the Special Deposits and Trust Fund. The Public Account Act establishes the
legislative framework within which accounting for transactions is undertaken for both the Consolidated
Fund and the Special Deposits and Trust Fund.

Consolidated Fund

The Consolidated Fund contributes to the operations of all on-Budget departments, is the source of
funding for Reserved by Law payments and may contribute to the operations of off-Budget entities.
The Fund receives all State taxation revenue, the majority of Australian Government payments to
Tasmania, territorial revenue and certain other classes of revenue.

Expenditure from the Consolidated Fund is subject to appropriation by Parliament and actual
expenditure and receipts are compared with the annual estimates.

Special Deposits and Trust Fund

The Special Deposits and Trust Fund consists of various accounts established by the Treasurer.

The majority of department related transactions are recorded through departmental operating
accounts. These accounts receive funds appropriated from the Consolidated Fund by the annual
Consolidated Fund Appropriation Act and retain certain revenues that are not identified for return to the
Consolidated Fund.

Other accounts in the Special Deposits and Trust Fund include trust, approved overdraft,
whole-of-government, business unit accounts and accounts established under legislation.

Surplus cash is used to repay maturing debt within a financial year, thus delaying refinancing
borrowing until the latest possible time and reducing borrowing costs. For this reason, both cash
balances and gross debt are maintained as low as possible during the year. Prior to 2002-03, at the
end of the financial year, a temporary overnight borrowing was undertaken which had the effect of
grossing up both cash and debt as at 30 June. With the move to accrual budgeting, the practice of the
end of year borrowing was discontinued. As a consequence, temporary debt repayments made
throughout the year are no longer offset by a temporary overnight borrowing at year end, and are
recorded in a Temporary Debt Repayment Account, an approved overdraft account within the Special
Deposits and Trust Fund, which results in the Account being overdrawn.

The Special Deposits and Trust Fund does not operate on an annual basis and the major sources of
comparison are between receipts and expenditure for the year and opening and closing account
balances.
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