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

Independence

In conducting the audit, | have followed the independence requirements of the Australian
National Audit Office, which incorporate the cthical requirements of the Australian
accounting profession.

Auditor’s Opinion
In my opinion. the financial statements of the Department of Human Services:
(a) have been prepared in accordance with the Finance Minister’s Orders made under the

Financial Management and Accountability Act 1997, and the Australian Accounting
Standards (including the Australian Accounting Interpretations); and

(b) give a true and fair view of the matters required by the Finance Minister’s Orders
including the Department of Human Services’ financial position as at 30 June 2007 and
of its financial performance and its cash flows for the year then ended.

Australian National Audit Office

Acting ExceuttveDirector
Delegate of the Auditor-General

Canberra
15 August 2007
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DEPARTMENT OF HUMAN SERVICES
STATEMENT BY THE SECRETARY AND CHIEF FINANCIAL OFFICER
FOR THE PERIOD ENDED 30 JUNE 2007

In our opinion, the attached financial statements for the vear ended 30 June 2007 have been
prepared based on properly maintained financial records and give a true and fair view of the
matters required by the Finance Minister’s Orders made under the Financial Management
and Accountability Act 1997, as amended.

Signed

Helen Williams AO Noel Dobbie

Secretary Chief Financial Officer
(< August 2007 /(Augusl 2007
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Department of Human Services
Income Statement
for the period ended 30 June 2007

Notes 2007 2006

INCOME $'000 $'000
Revenue

Revenues from Government 3A 448,886 318,464

Rendering of services 3B 198,676 168,027

Other revenues 3C 743 609
Total Revenue 648,305 487,100
Gains

Sale of assets 3D 106 -

Other gains 3E 447 596
Total Gains 553 596
TOTAL INCOME 648,858 487,696
EXPENSES

Employee benefits 4A 363,885 300,208

Suppliers 4B 245,588 160,773

Depreciation and amortisation 4C 15,565 13,836

Write-down of assets 4D 2,861 784

Finance costs 4E 450 105

Losses from asset sales 4F 62 21
TOTAL EXPENSES 628,411 475,727
Surplus before Income Tax 20,447 11,969
Income Tax Expense 5 1,818 1,181
Surplus 18,629 10,788

The above statement should be read in conjunction with the accompanying notes.
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Department of Human Services
Balance Sheet

at 30 June 2007
Notes 2007 2006
$'000 $'000
ASSETS
Financial assets
Cash and cash equivalents 6A 13,351 25,455
Receivables 6B 210,637 86,036
Accrued revenue 6C 1,618 289
Total Financial Assets 225,606 111,780
Non-financial assets
Land and buildings TA 36,450 30,285
Infrastructure, plant and equipment 7B 2,310 5,282
Intangibles 7D 23,530 19,387
Other non-financial assets 7E 6,767 2,660
Total Non-Financial Assets 69,057 57,614
TOTAL ASSETS 294,663 169,394
LIABILITIES
Payables
Suppliers 8A 40,763 22,191
Other payables 8B 7,346 1,498
Tax liabilities 8C 499 -
Total Payables 48,608 23,689
INTEREST BEARING LIABILITIES
Other interest bearing liabilities 9 10,234 11,111
Total interest bearing liabilities 10,234 11,111
PROVISIONS
Employee provisions 10A 86,748 68,265
Other provisions 10B 7,707 3,978
Total provisions 94,455 72,243
TOTAL LIABILITIES 153,297 107,043
NET ASSETS 141,366 62,351
EQUITY
Contributed equity 106,672 47,819
Reserves 2,326 791
Retained surpluses 32,368 13,741
TOTAL EQUITY 141,366 62,351
Current assets 232,244 114,172
Non-current assets 62,419 55,222
Current liabilities 122,970 80,178
Non-current liabilities 30,327 26,865

The above statement should be read in conjunction with the accompanying notes.
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Department of Human Services
Statement of Cash Flows
for the period ended 30 June 2007

Notes 2007 2006
$'000 $'000
OPERATING ACTIVITIES
Cash received
Appropriations 422,206 300,565
Goods and services 196,420 174,647
Net GST received from ATO 19,189 12,549
Cash transferred from the Official Public Account - 4,000
Other 2,733 794
Total cash received 640,548 492,555
Cash used
Employees 346,845 297,168
Suppliers 258,582 170,769
Cash transferred to the OPA 25,600 -
Competitive neutrality payments 1.319 1,465
Total cash used 632,346 469,402
Net cash from operating activities " 8,202 23,153
INVESTING ACTIVITIES
Cash received
Proceeds from sales of property, plant and equipment 134 23
Total cash received 134 23
Cash used
Purchase of property, plant and equipment 12,437 7,672
Purchase of intangibles 9,040 5,286
Total cash used 21,477 12,958
Net cash used by investing activities (21,343) (12,935)
FINANCING ACTIVITIES
Cash received
Appropriations - contributed equity 1,037 -
Total cash received 1,037 =
Net cash from financing activities 1,037 -
NET DECREASE IN CASH HELD (12,104) 10,218
Cash at the beginning of the reporting period 25,455 15,237
Cash at the end of the reporting period 6A 13,351 25,455

The above statement should be read in conjunction with the accompanying notes.
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Department of Human Services
Schedule of Commitments
for the period ended 30 June 2007

2007 2006
$'000 $'000
BY TYPE
Commitments receivable
Receivable contracts 7,014 -
GST recoverable on commitments 30,859 20,632
Total commitments receivable 37,873 20,632
Capital commitments
Infrastructure, plant and equipment! 18,570 529
Other - -
Total capital commitments 18,570 529
Other commitments
Operating leases? 203,679 98,755
Other commitments 122,482 69,078
Total other commitments 326,161 167,833
Net commitments payable by type 306,858 147,730
BY MATURITY
Commitments receivable
Operating lease income
One year or less 2,945 -
From one to five years 3,225 -
Over five years 27 -
Total operating lease income 6,197 =
Other commitments receivable
One year or less 13,033 11,632
From one to five years 12,831 7,724
5,812 1,276
Total other commitments receivable 31,676 20,632
Commitments payable
Capital commitments
One year or less 16,836 529
From one to five years 1,428 -
Over five years 306 -
Total capital commitments 18,570 529
Operating lease commitments
One year or less 41,902 30,671
From one to five years 98,503 55,520
Over five years 63,274 12,564
Total operating lease commitments 203,679 98,755
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Department of Human Services
Schedule of Commitments (continues)
for the period ended 30 June 2007

Other commitments

One year or less 75,999 57,315
From one to five years 46,142 11,763
Over five years 341 -
Total other commitments 122,482 69,078
Net commitments payable by maturity 306,858 147,730

NB: Commitments are GST inclusive where relevant.

1 Plant and equipment commitments are primarily contracts for purchases of furniture and fittings for leased premises.

2 Operating leases included are effectively non-cancellable and comprise:

Nature of lease General description of leasing arrangement
The department has a range of long and short term leases with fixed dates for expiry. Lease
Leases for office accommodation payments are subject to increase in accordance with upwards movements in the Consumer

Price Index and market rents

Agreements for the provision of No contigent rentals exist. There are no renewal or purchase options available to the
motor vehicles department for motor vehicle leases.

The above statement should be read in conjunction with the accompanying notes.
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Department of Human Services
Schedule of Contingencies
for the period ended 30 June 2007

Claims for
Guarantees Indemnities damages or costs Total

2007 2006 2007 2006 2007 2006 2007 2006
$'000 $'000 $'000 $'000 $'000 $'000 $'000  $'000

CONTINGENT LIABILITIES
Balance from previous period = = = = 109 8 109 8
New - = - = 272 109 272 109

Re-measurement - - - = - — - _

Liabilities crystallised - - - - (109) (8) (109) (8)
Obligations expired - - - - - - - -
Total contingent liabilities - - - - 272 109 272 109
CONTINGENT ASSETS

Balance from previous period - - - - - 206 - 206
New - = - = 25 = 25 =
Re-measurement - - - - - (20) - (20)
Assets crystallised - - - - - (186) - (186)
Expired - - - - - - - -
Total contingent assets - - - - 25 = 25 =
Net contingent liabilities - - - - 247 109 247 109

Details of each class of contingent liabilities and assets, including those not included above because they cannot be quantified or are
considered remote, are disclosed in Note 12: Contingent liabilities and assets.

The above statement should be read in conjunction with the accompanying notes.
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Department of Human Services
Schedule of Administered Items
for the period ended 30 June 2007

Income administered on behalf of Government
for the period ended 30 June 2007

Notes 2007 2006
$'000 $'000
REVENUE
Taxation revenue
Other taxes, fees and fines 17 68,606 46,817
Total taxation revenue 68,606 46,817
Non-taxation revenue
Child support revenue 17 1,005,713 919,600
Competitive neutrality revenue 17 11,649 11,329
Interest 17 - 836
Dividends 17 19,812 11,495
Other sources of non-taxation revenue 17 503 176
Total non-taxation revenue 1,037,677 943,436
TOTAL REVENUES ADMINISTERED ON BEHALF OF GOVERNMENT 1,106,283 990,253
GAINS
Reversal of previous asset write downs/ impairment 17 - 131,295
of assets
Total gains administered on behalf of Government - 131,295
TOTAL INCOME ADMINISTERED ON BEHALF OF GOVERNMENT 1,106,283 1,121,548
Expenses administered on behalf of Government
for the period ended 30 June 2007
Notes 2007 2006
$'000 $'000
EXPENSES
Personal benefits 18 571 800
Write-down and impairment of assets 18 125,157 59,635
Child support payments 18 984,302 990,235
Job Capacity Assessment payments 18 103,539 -
Total expenses administered on behalf of Government 1,213,569 1,050,670

This schedule should be read in conjunction with the accompanying notes.
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Department of Human Services
Schedule of Administered Items (continued)
for the period ended 30 June 2007

Assets administered on behalf of Government

as at 30 June 2007
Notes 2007 2006
$'000 $'000
FINANCIAL ASSETS
Cash and cash equivalents 19 44 18
Receivables 19 506,154 492,969
Investments 19 55,941 43,612
Total financial assets 562,139 536,599
TOTAL ASSETS ADMINISTERED ON BEHALF OF GOVERNMENT 562,139 536,599
Liabilities administered on behalf of Government
as at 30 June 2007
Notes 2007 2006
$'000 $'000
PAYABLES
Suppliers 20 33,466 16,983
Personal benefits 20 54 172
Payments received in advance 20 11,726 13,050
Accrued child support payable 20 477,625 439,288
Total payables 522,871 469,493
TOTAL LIABILITIES ADMINISTERED ON BEHALF OF GOVERNMENT 522,871 469,493

This schedule should be read in conjunction with the accompanying notes.
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Department of Human Services
Schedule of Administered Items (continued)
for the period ended 30 June 2007

Administered Cash Flows
for the period ended 30 June 2007

Notes 2007 2006
$'000 $'000
OPERATING ACTIVITIES
Cash received
Other taxes, fees and fines 4,390 4,051
Child support receipts 950,229 905,830
Net GST received 8,995 -
Departure Prohibition Order receipts 44 18
Interest - 836
Dividends 12,283 11,495
Competitive neutrality receipts 10,041 11,329
Total cash received 985,982 933,559
Cash used
Personal benefits 693 735
Child support payments 948,987 902,066
Job Capacity Assessment payments 110,346 =
Total cash used 1,060,026 902,801
NET CASH FROM OPERATING ACTIVITIES (74,044) 30,758
NET INCREASE (DECREASE) IN CASH HELD (74,044) 30,758
Cash at the beginning of the reporting period 18 7
Cash from Official Public Account for:
= Special accounts 871,691 830,729
= Appropriations 100,336 =
= Other 88,000 72,072
1,060,027 902,801
Cash to Official Public Account for:
= Special Accounts (873,470) (834,501)
= Appropriations - =
= Other (112,487) (99,047)
(985,957) (933,548)
Cash at the end of the reporting period 19 44 18
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Department of Human Services
Schedule of Administered Items (continued)
for the period ended 30 June 2007

Administered Commitments

as at 30 June 2007
2007 2006
$'000 $'000
BY TYPE
Commitments receivable
GST recoverable on commitments 12,997 25,624
Total other receivable 12,997 25,624
Commitments payable
Other commitments
Other commitments! 142,958 281,861
Total other commitments 142,958 281,861
NET COMMITMENTS BY TYPE 129,961 256,237
BY MATURITY

Commitments receivable

Other commitments receivable
One year or less 12,997 25,624
From one to five years - -
Over five years - -

Total other commitments receivable 12,997 25,624

Commitments payable

Other commitments
One year or less 142,958 138,903
From one to five years - 142,958
Over five years - -
Total other commitments 142,958 281,861
NET COMMITMENTS BY MATURITY 129,961 256,237

NB: All commitments are GST inclusive where relevant
1 Other commitments relate to contracts with amounts payable under agreement in respect of which the contractor has yet to

provide the service required under the agreement. It comprises contracts under the Job Capacity Assessment Program. The current
agreements were made in 2005-06 covering the period 1 July 2007- 30 June 2008.
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Department of Human Services
Schedule of Administered Contingencies
for the period ended 30 June 2007

ADMINISTERED CONTINGENT LIABILITIES

There are 41 quantifiable Administered Contingencies with a total value of $206,482. These contingent liabilities represent waivers of
child support debt awaiting approval from the department of Finance and Administration as at 30 June 2007 (2006: Nil).

ADMINISTERED CONTINGENT ASSETS

There were no administered contingent assets.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 1:

1.1

Summary of significant accounting policies

Objectives of the Department of Human Services

The Department of Human Services (the Department) was created on 26 October 2004 to improve the
development, delivery and co-ordination of Government services. The department is responsible for ensuring
the Government is able to achieve best value for money in service delivery while emphasising continuous service
improvement and a whole of government approach.

The Department comprises the core department, the Child Support Agency and CRS Australia. The core
department is small and strategic. The role of the Department is to direct, co-ordinate and broker improvements
to service delivery. The Child Support Agency ensures that children of separated parents receive financial
support from both parents. CRS Australia assists people with an injury or a disability to get a job or return to
work by providing individualised vocational rehabilitation, and helping employers to keep their workplaces safe.

The Department contributes to one outcome: effective and efficient delivery of social and health related services,
including financial assistance to the Australian community.

The Department's activities contributing to this outcome are classified as either departmental or administered.
Departmental activities involve the use of assets, liabilities, revenue and expenses controlled or incurred by the
Department in its own right. Administered activities involve the management and oversight by the Department,
on behalf of the Government, of items controlled or incurred by the Government.

The Department's activities are identified under the following Outputs:

Output group 1 Facilitation and promotion of effective and efficient delivery of social and health
related services.

Output group 2 Delivery of child support assessment, registration, collection and disbursement
services.

Output group 3 Delivery of vocational rehabilitation services to eligible people who have an injury,

disability or health condition.

The continued existence of the Department in its present form, and with its present outcome programs, is
dependent on Government policy and on continuing appropriations by Parliament for the Department's
administration and programs.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

1.2 Basis of Preparation of the Financial Statements

1.3

The financial statements are required by section 49 of the Financial Management and Accountability Act
1997 and are a general purpose financial report.

The statements have been prepared in accordance with:

=« Finance Minister's Orders (FMQ's), for reporting periods ending on or after 1 July 2006;

» Australian Accounting Standards Interpretations issued by the Australian Accounting Standards Board
(AASB) that apply for the reporting period including Interpretations issued by the AASB that apply for the
reporting period.

The financial report has been prepared on an accrual basis and is in accordance with historical cost convention,
except for certain assets at fair value. Except where stated, no allowance is made for the effect of changing
prices on the results or the financial position.

The financial report is presented in Australian dollars and values are rounded to the nearest thousand dollars
unless disclosure of the full amount is specifically required.

Unless alternative treatment is specifically required by an Accounting Standard or the FMO's, assets and
liabilities are recognised in the Balance Sheet when and only when it is probable that future economic
benefits will flow to the Department and the amounts of the assets or liabilities can be reliably measured.
However, assets and liabilities arising under agreements equally proportionately unperformed are not
recognised unless required by an Accounting Standard. Liabilities and assets that are unrealised are reported
in the Schedule of Commitments and the Schedule of Contingencies (other than unquantifiable or remote
contingencies, which are reported at Note 12).

Unless alternative treatment is specifically required by an Accounting Standard, revenues and expenses are
recognised in the Income Statement when and only when the flow, consumption or loss of economic benefits
has occurred and can be reliably measured.

Administered revenues, expenses, assets and liabilities and cash flows reported in the Schedule of Administered
Items and related notes are accounted for on the same basis and using the same policies as for departmental
items, except where otherwise stated at Note 1.24.

Significant Accounting Judgements and Estimates

In the process of applying the accounting policies listed in this note, the Department has made the following
judgements that have the most significant impact on the amounts recorded in the financial statements:

« The fair value of land and buildings has been taken to be the market value of similar properties as
determined by an independent valuer. In some instances, the Department’s buildings are purpose built
and may in fact realise more or less in the market.

=« The provision for doubtful debts methodology for the Administered Child Support receivable and
related receivables is based on the segmentation of the Child Support receivables balance by risk
profile. The majority of debt relates to maintenance debt for which the Commonwealth does not have
any financial exposure as the debt is owed by the paying parent to the receiving parent and the Child
Support Agency acts as the intermediary in the transfer of the payments.

No accounting assumptions or estimates have been identified that have a significant risk of causing a material
adjustment to carrying amounts of assets and liabilities within the next accounting period.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

1.4 Statement of Compliance
Australian Accounting Standards require a statement of compliance with International Financial Reporting
Standards (IFRSs) to be made where the financial report complies with these standards. Some Australian
equivalents to IFRSs and other Australian Accounting Standards contain requirements specific to not-for-profit
entities that are inconsistent with IFRS requirements. The Department is a not for profit entity and has applied
these requirements, so while this financial report complies with Australian Accounting Standards including
Australian Equivalents to International Financial Reporting Standards (AEIFRSs) it cannot make this statement.

Adoption of new Australian Accounting Standard requirements

No accounting standard has been adopted earlier than the effective date in the current period.

The Department is required to disclose Australian Accounting Standards and Interpretations which have been
issued but are not yet effective that have not been early adopted by the Department. The following adopted

requirements have resulted in a change to the Department’s accounting policies or have affected the amounts
reported in the current or prior periods or are estimated to have a financial affect in future reporting periods.

Restriction of the fair value option under AASB 139

The AASB through 2005-4 Amendments to Australian Accounting Standards [AASB 139, AASB 132, AASB 1,
AASB 1023 and AASB 1038] restricted the option to designate a financial asset or liability at fair value through
profit and loss.

The change was introduced with effect from the beginning of the comparative reporting period (1 July 2005).
There is no financial impact of adopting these pronouncements on the reporting periods.

Other effective requirement changes
The following amendments, revised standards or interpretations have become effective but have had no
financial impact or do not apply to the operations of the Department.

Amendments:

AASBs 1, 101, 124];

AASB 3];

AASB 121];

AASB 1045];

AASBs 4, 1023, 139 & 132]; and,
AASBs 1 & 139].

= 2005-1 Amendments to Australian Accounting Standards
» 2005-6 Amendments to Australian Accounting Standards
= 2006-1 Amendments to Australian Accounting Standards
= 2006-3 Amendments to Australian Accounting Standards
» 2005-9 Amendments to Australian Accounting Standards
= 2005-5 Amendments to Australian Accounting Standards

Interpretations:

= UIG 4 Determining whether an Arrangement contains a Lease;

» UIG 5 Rights to Interests arising from Decommissioning, Restoration and
Environmental Rehabilitation Funds;

« UIG 7 Applying the Restatement Approach under AASB 129 Financial Reporting in
Hyperinflationary Economies;

= UIG 8 Scope of AASB 2; and,

=« UIG 9 Reassessment of Embedded Derivatives.

UIG 4 and UIG 9 might have impacts in future periods, subject to existing contracts being renegotiated.

Future Australian Accounting Standard requirements

The following new standards, amendments to standards or interpretations have been issued by the
Australian Accounting Standards Board but are effective for future reporting periods. It is estimated that the
impact of adopting these pronouncements when effective will have no material financial impact on future
reporting periods.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

1.5

1.6

Financial instrument disclosure

AASB 7 Financial Instruments: Disclosures is effective for reporting periods beginning on or after

1 January 2007 (the 2007-08 financial year) and amends the disclosure requirements for financial instruments.
In general AASB 7 requires greater disclosure than that presently. Associated with the introduction of AASB 7 a
number of accounting standards were amended to reference the new standard or remove the present disclosure
requirements through 2005-10 Amendments to Australian Accounting Standards [AASB 132, AASB 101, AASB
114, AASB 117, AASB 133, AASB 139, AASB 1, AASB 4, AASB 1023 & AASB 1038]. These changes have no
financial impact but will effect the disclosure presented in future financial reports.

Other
The following standards and interpretations have been issued but are not applicable to the operations of
the Department.

« AASB 1049 Financial Reporting of General Government Sectors by Governments

= UIG 10 Interim Financial Reporting and Impairmen

Consolidation

The financial statements include financial information for all operations controlled by the Department including
the core department, the Child Support Agency and CRS Australia. CRS Australia transferred to the Department
as a result of the Administrative Arrangement Order of 26 October 2004 and the Child Support Agency moved to
the Department as part of the 16 December 2004 Administrative Arrangement Order. Where necessary, account
balances of the individual reporting entities have been aligned in the consolidation to ensure consistency in the
consolidated financial statements.

Revenue

Revenues from Government

Amounts appropriated for Departmental outputs appropriation for the year (adjusted for any formal additions
and reductions) are recognised as revenue, except for certain amounts that relate to activities that are reciprocal
in nature, in which case revenue is recognised only when it has been earned.

Appropriations receivable are recognised at their nominal amounts.

The core department and the Child Support Agency receive departmental appropriations. CRS Australia is a
business operation and receives no direct appropriations.

Other Revenue
Revenue from the sale of goods is recognised when:

« The risks and rewards of ownership have been transferred to the buyer;

=« The seller retains no managerial involvement nor effective control over the goods;

= The revenue and transaction costs incurred can be reliably measured; and

« Itis probable that the economic benefits associated with the transaction will flow to the entity.
Revenue from rendering of services is recognised by reference to the stage of completion of contracts at the
reporting date. The revenue is recognised when:

« The amount of revenue, stage of completion and transaction costs incurred can be reliably measured; and

=« The probable economic benefits with the transaction will flow to the entity.
The stage of completion of contracts at the reporting date is determined by reference to the proportion that
costs incurred to date bear to the estimated total costs of the transaction.

Receivables for goods and services, which have 30 day terms, are recognised at the nominal amounts due less
any allowance for bad and doubtful debts. Collectability of debts is reviewed at balance date. Allowances are
made when collectability of the debt is no longer probable.

Revenue received by CRS Australia from the Department of Family and Community Services and Indigenous
Affairs and the Department of Employment and Workplace Relations for disability services is recognised in full in
the year to which the underlying appropriation relates.

Dividends are recognised when the right to receive payment is established.

Interest revenue is recognised using the effective interest method as set out in AASB 139 Financial
Instruments: Recognition and Measurement.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

1.7

1.8

1.9

Gains

Resources Received Free of Charge

Resources received free of charge are recognised as gains when and only when a fair value can be reliably
determined and the services would have been purchased if they had not been donated. Use of those resources
is recognised as an expense.

Contributions of assets at no cost of acquisition or for nominal consideration are recognised as gains at their fair
value when the asset qualifies for recognition, unless received from another Government Agency or Authority as
a consequence of a restructuring of administrative arrangements (Refer to Note 1.8).

Resources received free of charge are recorded as either revenue or gains depending on their nature
(i.e. whether they have been generated in the course of the ordinary activities of the Department).

Sale of Assets
Gains from disposal of non-current assets is recognised when control of the asset has passed to the buyer.

Transactions with the Government as Owner

Equity Injections

Amounts appropriated which are designated as ‘equity injections for a year (less any formal reductions) are
recognised directly in Contributed Equity in that year.

Restructuring of Administrative Arrangements
Net assets received from or relinquished to another Australian Government Agency or Authority under a
restructuring of administrative arrangements are adjusted at their book value against contributed equity.

Other Distributions to Owners
The FMO's require that distributions to owners be debited to contributed equity unless in the nature of
a dividend.

Employee Benefits
Liabilities for services rendered by employees are recognised at the reporting date to the extent that they have
not been settled.

Liabilities for ‘short-term’ employee benefits (as defined in AASB 119) and termination benefits due within
twelve months of balance date are measured at their nominal amounts.

The nominal amount is calculated with regard to the rates expected to be paid on settlement of the liability.

All other employee benefit liabilities are measured as the present value of the estimated future cash outflows to
be made in respect of services provided by employees up to the reporting date.

Leave

The liability for employee benefits includes provision for annual leave and long service leave. No provision has
been made for sick leave as all sick leave is non-vesting and the average sick leave taken in future years by
employees of the Department is estimated to be less than the annual entitlement for sick leave.

The leave liabilities are calculated on the basis of employees' remuneration, including the Department's
employer superannuation contribution rates, to the extent that the leave is likely to be taken during service
rather than paid out on termination.

The liability for long service leave has been determined by reference to the work of an actuary for CRS Australia
as at 30 April 2005 and the Child Support Agency as at 31 March 2005. The estimate of the present value of
the liability takes into account attrition rates and pay increases through promotion and inflation.

Separation and Redundancy

Provision is made for separation and redundancy benefit payments. The Department recognises a provision
for termination when it has developed a detailed formal plan for the terminations and has informed those
employees affected that it will carry out the terminations.
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1.10

1.11

1.12

1.13

1.14

Superannuation
Staff of the Department are members of the Commonwealth Superannuation Scheme (CSS), the Public Sector
Superannuation Scheme (PSS) or the PSS accumulation plan (PSSap).

The CSS and PSS are defined benefit schemes for the Australian Government. The PSSap is a defined
contribution scheme.

The liability for defined benefits is recognised in the financial statements of the Australian Government and is
settled by the Australian Government in due course.

The Department makes employer contributions to the Employee Superannuation Scheme at rates determined

by an actuary to be sufficient to meet the cost to the Government of the superannuation entitlements of the
Department's employees. The Department accounts for the contributions as if they were contributions to defined
contribution plans.

From 1 July 2005 new employees are eligible to join the PSSap scheme.

The liability for superannuation recognised as at 30 June 2007 represents outstanding contributions as at
period end.

Leases

A distinction is made between finance and operating leases. Finance leases effectively transfer from the lessor
to the lessee substantially all the risks and benefits incidental to ownership of leased non-current assets.

An operating lease is a lease that is not a finance lease. In operating leases, the lessor effectively retains
substantially all such risks and benefits.

Where a non-current asset is acquired by means of finance lease, the asset is capitalised at either the fair value
of the lease property or, if lower, the present value of minimum lease

payments at the inception of the contract and a liability is recognised at the same time and for the
same amount.

The discount rate used is the interest rate implicit in the lease. Leased assets are amortised over the period of
the lease. Lease payments are allocated between the principal component and the interest expense.

Operating lease payments are expensed on a straight line basis which is representative of the pattern of benefits
derived from the leased assets.

Lease incentives provided to the Department to enter into property leases are recognised as liabilities.
Subsequent lease payments are allocated between a reduction of the liability and property rental expense
to effect a spreading of the rental expense in accordance with the pattern of benefits derived from the
rental properties.

The Department makes an immediate allowance for property makegood where required under lease agreements.

Borrowing Costs
All borrowing costs are expensed as incurred.

Cash
Cash means notes and coins held and any deposits held at call with a bank or financial institution. Cash is
recognised at its nominal amount.

Financial Risk Management

The Department's activities expose it to normal commercial financial risk. As a result of the nature of the
Department's business and internal and Australian Government policies, dealing with the management of
financial risk, the Department’s exposure to market, credit, liquidity, cash flow and fair value interest rate risk is
considered to be low.

Derecognition of Financial Assets and Liabilities

Financial assets are derecognised when the contractual rights to the cash flows from the financial assets expire
or the asset is transferred to another entity. In the case of a transfer to another entity, it is necessary that the
risks and rewards of ownership are also transferred.

Financial liabilities are derecognised when the obligation under the contract is discharged or cancelled
or expires.
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1.15

1.16

1.17

1.18

1.19

1.20

Impairment of Financial Assets
Financial assets are assessed for impairment at each balance date.

Financial assets held at Amortised Cost

If there is objective evidence that an impairment loss has been incurred for loans, receivables or held to
maturity investments held at amortised cost, the amount of the loss is measured as the difference between the
asset's carrying amount and the present value of estimated future cash flows discounted at the asset's original
effective interest rate. The carrying amount is reduced by way of an allowance account. The loss is recognised in
Income Statement.

Financial Assets held at Cost

If there is objective evidence that an impairment loss has been incurred on an unquoted equity investment that
is not carried at fair value because it cannot be reliably measured, or a derivative asset that is linked to and
must be settled by delivery of such an unquoted equity instrument, the amount of the impairment loss is the
difference between the carrying amount of the asset and the present value of the estimated future cash flows
discounted at the current market rate for similar assets.

Available for Sale Financial Assets

If there is objective evidence that an impairment loss on an available for sale financial asset has been
incurred, the amount of the difference between its cost, less principle repayments and amortisation, and its
current fair value, less any impairment loss previously recognised in expenses, is transferred from equity to the
Income Statement.

Interest Bearing Accounts
Government loans are carried at the balance yet to be repaid. Interest is expensed as it accrues.

Suppliers and Other Payables
Suppliers and other payables are recognised at amortised cost. Liabilities are recognised to the extent that the
goods or services have been received (and irrespective of having been invoiced).

Contingent Liabilities and Contingent Assets

Contingent liabilities and contingent assets are not recognised in the Balance Sheet but are reported in the
relevant schedules and notes. They may arise from uncertainty as to the existence of a liability or asset, or
represent an existing liability or asset in respect of which settlement is not probable or the amount cannot
be reliably measured. Remote contingencies are part of this disclosure. Contingent assets are reported when
settlement is probable, and contingent liabilities are recognised when settlement is greater than remote.

Acquisition of Assets

Assets are recorded at cost on acquisition except as stated below. The cost of acquisition includes the fair value
of assets transferred in exchange and liabilities undertaken. Financial assets are initially measured at their fair
value plus transaction costs where appropriate.

Assets acquired at no cost, or for nominal consideration, are initially recognised as assets and revenues at
their fair value at the date of acquisition, unless acquired as a consequence of restructuring of administrative
arrangements. In the latter case, assets are initially recognised as contributions by owners at the amounts at
which they were recognised in the transferor Agency's accounts immediately prior to the restructuring.

Property, Plant and Equipment

Asset recognition threshold

Purchases of property, plant and equipment are recognised initially at cost in the Balance Sheet, except for
purchases costing less than $2,000, which are expensed in the year of acquisition (other than where they form
part of a group of similar items which are significant in total, or are Information Technology assets).

The initial cost of an asset included an estimate of the cost of dismantling and removing the item and restoring
the site on which it is located. This is particularly relevant to ‘makegood" provisions in property leases taken up
by the Department where there exists an obligation to restore the property to its original condition. These costs
are included in the value of the Department’s leasehold improvements with a corresponding provision for the
‘makegood’ taken up.
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To ensure consistency and to improve the relevance and reliability of financial information the asset thresholds
have been standardised across CRS Australia, the Child Support Agency and core department. Leasehold
Improvements have a recognition threshold of $10,000, the purchased software threshold is $25,000 and

the Internally Developed Software (IDS) threshold is $200,000. Only costs directly associated with the design,
construction, testing and implementation of the software are capitalised.

Revaluations
Fair values for each class of asset are determined as shown below:

Asset class Fair value measured at:
Land Market selling price

Buildings excluding leasehold improvements Market selling price
Leasehold improvements Depreciated replacement cost
Plant & equipment Market selling price

Following initial recognition at cost, property plant and equipment are carried at fair value less accumulated
depreciation and accumulated impairment losses. Valuations are conducted with sufficient frequency to ensure
that the carrying amounts of assets do not differ materially from the assets’ fair values as at the reporting date.
The regularity of independent valuations depends upon the volatility of movements in market values for the
relevant assets.

Revaluation adjustments are made on a class basis. Any revaluation increment is credited to equity under the
heading of asset revaluation reserves except to the extent that it reverses a previous revaluation decrement
of the same asset class that was previously recognised through surplus and deficit. Revaluation decrements
for a class of assets are recognised directly through surplus and deficit except to the extent that they reverse a
previous revaluation increment for that class.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the
asset and the asset restated to the revalued amount.

Depreciation and amortisation
Land, being an asset with an unlimited useful life, is not depreciated.

Depreciable property, plant and equipment assets are written-off to their estimated residual values

over their useful lives to the Department using, in all cases, the straight line method of depreciation.
Leasehold improvements are depreciated on a straight-line basis over the lesser of the estimated useful life of
the improvements or the unexpired period of the lease.

Depreciation rates (useful lives), residual values and methods are reviewed at each reporting date and necessary
adjustments are recognised in the current, or current and future reporting periods, as appropriate.

Depreciation rates applying to each class of depreciable asset are based on the following useful lives:

Departmental Assets 2007 2006
Buildings 25 years 25 years
. Shorter of unexpired lease term | Shorter of unexpired lease term
Leashold improvements . .
or useful life or useful life
Plant and equitpment 3 to 10 years 310 10 years

Impairment

All assets were assessed for impairment during the period. Where indications of impairment exist, the asset's
recoverable amount is estimated and an impairment adjustment made if the asset's recoverable amount is less
than its carrying amount.

The recoverable amount of an asset is the higher of its fair value less costs to sell and its value in use. Value tin
use is the present value of the future cash flows expected to be derived from the asset. Where the future
economic benefits of an asset is not primarily dependent on the asset's ability to generate future cash flows,
and the asset would be replaced if the Department were deprived of the asset, its value in use is taken to be its
depreciated replacement cost.
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1.21 Intangibles
The Department's intangible assets comprise purchased software and internally developed software for internal
use, and externally purchased copyright costs associated with various agency publications. These assets are
carried at cost.

Software is amortised on a straight-line basis over its anticipated useful life. The useful lives of the Department’s
software is 3 to 6 years.

All software assets were assessed for indications of impairment as at 30 June 2007.

1.22 Taxation/Competitive Neutrality
The Department is exempt from all forms of taxation except Fringe Benefits Tax (FBT) and the Goods and
Services Tax (GST).

Revenues, expenses and assets are recognised net of GST:

= except where the amount of GST incurred is not recoverable from the Australian Taxation Office; and
= except for receivables and payables.

Competitive Neutrality

CRS Australia within the Department provides services on a for-profit basis. Under Competitive Neutrality
arrangements, CRS Australia is required to make Australian Income Tax and State Payroll and Land Tax Equivalent
payments to the Government, in addition to payments for FBT and GST.

1.23 Foreign Currency
Transactions denominated in a foreign currency are converted at the exchange rate at the date of the
transaction. Foreign currency receivables and payables are translated at the exchange rates current as at
balance date. Associated foreign currency gains and losses are not material.

1.24 Reporting of Administered Activities
Administered revenues, expenses, assets, liabilities and cash flows are disclosed in the Schedule of Administered
Items and related notes.
Except where otherwise stated below, administered items are accounted for on the same basis and using the
same policies as for departmental items, including the application of Australian Accounting Standards.

Administered Cashflows

Revenue collected by the Department for use by the Government rather than the Department is Administered
Revenue. Collections are transferred to the Official Public Account (OPA) maintained by the Department of
Finance and Administration. Conversely, cash is drawn from the OPA to make payments under Parliamentary
appropriations on behalf of Government. These transfers to and from the OPA are adjustments to the
administered cash held by the Department on behalf of the Government and reported as such in the Statement
of Cash Flows in the Schedule of Administered Items and in the Reconciliation Table in Note 21. Thus the
Schedule of Administered Items largely reflects the Government's transactions, through the Department, with
parties outside the Government.

Administered Revenue

All administered revenues are revenues relating to the course of ordinary activities performed by the
Department on behalf of the Australian Government.

The core department receives administered revenues from Australian Hearing and Health Services Australia
Ltd. Dividend revenue is received from Australian Hearing and Health Services Australia Ltd, and competitive
neutrality revenue from Australian Hearing. Administered revenue is recognised when entitlement passes to
the Department. All administered receipts are transferred directly to the Official Public Account.

Fees and penalties collected by the Department are recognised as revenue when the activity by the payer
takes place that gives rise to the Government's right to the fee or penalty. It is recognised at its nominal
amount due less any allowance for bad or doubtful debts. Collectability of debts is reviewed at balance date.
Allowance is made when collection of the debt is judged to be less rather than more likely.

Department of Human Services Annual Report 2006-07




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Administered Investments

Administered investments in controlled entities are not consolidated because their consolidation is only
relevant at the Whole of Government level.

Administered investments other than those held for sale are measured at their fair value as at 30 June 2007.
Fair value has been taken to be the net assets of the entities as at balance date, confirmed by those entities
as their unaudited net asset position. For the comparative period, administered investments were measured
on the cost basis, adjusted for any subsequent capital injections or withdrawals and for any impairment losses.

The Health Insurance Commission became Medicare Australia, an FMA agency, on 1 October 2005.
Consequently, the core department’s investment in the Health Insurance Commission was discontinued.

Administered investments were assessed for impairment as at 30 June 2007. No indicators of impairment
were noted.

Administered Special Account
The Child Support Agency Trust special account is utilised for the receipt of maintenance payments and the
making of regular and timely payments to custodial parents.

The nature of the account requires that child support monies received into the account are paid from
the account to the relevant recipient. As such net child support receivables reported on the schedule of
administered items are offset by equivalent child support payables.

The Child Support Agency reviews the collectability of child support debts on a continual basis and provides
for those debts not considered collectable based on historical collection data.
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Note 2: Events after the balance sheet date

There were no events occurring after 30 June 2007.

Note 3: Income Revenues
2007 2006
$'000 $'000
3A:  Revenues from Government
Appropriations for outputs 448,886 318,464
Total revenues from Government 448,886 318,464
3B:  Rendering of services
Rendering of services - related entities 166,523 152,920
Rendering of services - external entities 32,153 15,107
Total rendering of services 198,676 168,027
3C:  Other revenues
Rent 314 389
Other 429 220
Total other revenues 743 609
3D Gains
Sale of assets
Infrastructure, plant and equipment:
Proceeds from sale 123 -
Carrying value of assets sold (17) -
Selling expenses - -
Gain on Sale of Assets 106 -
3E Other gains
Comcover receipts 37 186
Resources received free of charge 410 410
Total other gains 447 596

Department of Human Services Annual Report 2006-07




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 4: Expenses
2007 2006
$'000 $'000
4A:  Employee benefits
Wages and salaries 264,583 225,060
Superannuation 50,691 39,193
Leave and other entitlements 47,370 35,157
Separations and redundancies 21 250
Other employee expenses 1,220 548
Total employee expenses 363,885 300,208
4B:  Supplier expenses
Provision of goods - related entities 16 16
Provision of goods - external entities 13,732 16,679
Rendering of services - related entities 27,296 25,034
Rendering of services - external entities 162,059 80,505
Operating lease rentals - minimum lease payments 33,406 29,102
Workers compensation premiums 9,079 9,437
Total supplier expenses 245,588 160,773
4C:  Depreciation and amortisation
Depreciation:
Infrastructure, plant and equipment 3,108 2,199
Buildings 5,342 5,201
Total depreciation 8,450 7,400
Amortisation:
Intangibles - computer software 7,115 6,410
Intangibles - other - 26
Total amortisation 7,115 6,436
Total depreciation and amortisation 15,565 13,836

No depreciation or amortisation was allocated to the carrying amounts of other assets.

4D:  Write down of assets
Financial assets

Bad and doubtful debts expense 342 85
Non-financial assets

Plant and equipment - write off 2,484 364
Intangibles 35 335
Total write down of assets 2,861 784
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4E:  Finance costs
Unwinding of discount 450 105
Total finance costs 450 105

4F:  Losses from asset sales
Infrastructure, plant and equipment:

Proceeds from sale (11) (23)
Carrying value of assets sold 71 44
Selling expenses 2 -
Total losses from asset sales 62 21

Note 5: Income tax expense (competitive neutrality)

2007 2006
$'000 $'000
Income tax equivalent 710 -
State tax equivalent 1,108 1,181
Total income tax expense 1,818 1,181

CRS Australia provides services on a ‘for profit' basis and is subject to the Australian Government's Competitive Neutrality Policy.

The above amounts have been calculated as being payable to the Australian Government in the form of company tax under the Income
Tax Assessment Acts and State Payroll Tax had they applied. These amounts have been paid or are payable by CRS Australia to the Offical
Public Account.
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Note 6: Financial assets
2007 2006
$'000 $'000
6A:  Cash and cash equivalents
Cash on hand or on deposit 13,351 25,455
Total cash and cash equivalents 13,351 25,455
6B:  Receivables
Goods and services 18,291 5,968
Less: provision for doubtful debts (154) (224)
18,137 5,744
Appropriations receivable
189,266 79,170
GST receivable from the Australian Taxation Office 3,234 1,122
Total receivables (net) 210,637 86,036
Receivables (gross) are aged as follows:
Not overdue 209,469 84,722
Overdue by:
Less than 30 days 532 781
30 to 60 days 252 97
60 to 90 days 125 169
More than 90 days 413 491
Total receivables (gross) 210,791 86,260
Allowance for doubtful debts are aged as follows:
Not overdue 20 -
Overdue by:
Less than 30 days - -
30 to 60 days - -
60 to 90 days - -
More than 90 days 134 224
Total allowance for doubtful debts 154 224
All receivables are current liabilities.
6C:  Accrued revenues
Accrued revenues 1,618 289
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Note 7: Non-financial assets
2007 2006
$'000 $'000
7A:  Land and Buildings
Freehold land
= at fair value 558 558
Total freehold land 558 558
Buildings on freehold land
= at fair value 1,274 1,274
= accumulated depreciation (225) (167)
Total buildings on freehold land 1,049 1,107
Leasehold improvements
= at fair value 39,241 39,887
= accumulated depreciation (9,388) (11,597)
= under construction 4,990 330
Total leasehold improvements 34,843 28,620
Total land and buildings (non-current) 36,450 30,285
No indicators of impairment were found for land and buildings.
7B: Infrastructure, plant and equipment
Infrastructure, plant and equipment
« at fair value 5,496 10,597
= accumulated depreciation (3,186) (5,315)
Total infrastructure, plant and equipment
(non-current) 2,310 5,282

No indicators of impairment were found for infrastructure, plant and equipment.
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Note 7: Intangible assets

7D:  Computer software at cost:
Purchased
- Accumulated amortisation

Internally developed - in use
- Accumulated amortisation

Internally developed - in progress
- Accumulated amortisation

Total intangibles (non current)

2007 2006
$'000 $'000
9,874 3,371
(2,723) (1,665)
7,151 1,706
45,443 40,219
(32,105) (26,100)
13,338 14,119
3,041 3,562
3,041 3,562
23,530 19,387

No indicators of impairment were found for intangible assets.

Research expenses which will lead to development of intangible assets relating to the Access Card program were $841,592 (2006: Nil)
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Table C Reconciliation of the opening and closing balances of intangibles (2006-07)

Computer Comoputer
Software P Other Total
Software . .
Internally Intangibles  Intangibles
Puchased
Developed
$'000 $'000 $'000 $'000
As at 1 July 2006
Gross book value 43,781 3,265 105 47,151
Accumulated depreciation/amortisation
and impairment (26,100) (1,560) (105) (27,765)
Net book value 1 July 2006 17,681 1,705 - 19,386
Additions
By purchase or internally developed 4,703 6,557 = 11,260
From acquisition of entities or operations B B B B
(including restructure)
Reclassification - - - -
Amortisation (6,005) (1,111) - (7,116)
Impairments recognised in the operating result - - - -
Other movements' - - - -
Disposals
From disposal of entities or operations = = = -
Other disposals - - - -
Net book value
as at 30 June 2007 represented by:
Gross book value 48,484 9,769 105 58,358
Accumulated depreciation/amortisation
and impairment (32,105) (2,618) (105) (34,828)
Net book value 30 June 2007 16,379 7,151 - 23,530

1As a net write-off approach has been adopted, it has been necessary to insert offsetting adjustments for the purchase price and
accumulated depreciation of assets written off or sold.
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Table D - Reconciliation of the opening and closing balances of intangibles (2005-06)

Computer
Software Computer
Internally Software Other Total
Developed Puchased Intangibles Intangibles
$'000 $'000 $'000 $'000
As at 1 July 2005
Gross book value 41,822 3,796 105 45,723
Accumulated depreciation/amortisation (22,755) (1,837) (78) (24,670)
Net book value 1 July 2005 19,067 1,959 27 21,053
Additions
By purchase or internally developed 4,199 1,087 5,286
From acquisition of entities or operations
(including restructure) - - (1) (1)
Reclassification - 6 - 6
Amortisation (5,549) (861) (26) (6,436)
Impairments recognised in the operating result - - - -
Other movements' (36) (485) - (521)
Disposals
From disposal of entities or operations - - - -
Other disposals - - - -
Net book value as at
30 June 2006 represented by:
Gross book value 43,781 3,267 104 47,152
Accumulated depreciation/amortisation
and impairment (26,100) (1,561) (104) (27,765)
Net book value 30 June 2006 17,681 1,706 - 19,387

1 As a net write-off approach has been adopted, it has been necessary to insert offsetting adjustments for the purchase price and
accumulated depreciation of assets written off or sold.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 7:
7E:
Note 8:
8A:
8B:
8C:

Other non-financial assets

Prepayments
Other
Total other non-financial assets

Other non-financial assets is represented by:

Current
Non-current
Total other non-financial assets

No indicators of impairment were found for other non-financial assets.

Payables

Suppliers

Trade creditors

Operating lease rentals
Total supplier payables

All supplier payables are current liabilities.
Settlement is usually made net 30 days.

Other Payables
Unearned income

GST payable to ATO
Total other payables

All other payables are current liabilities.
Tax liabilities
Tax liabilities equivalent

Total tax liabilities

All tax liabilities are current liabilities.

2007 2006
$'000 $'000
6,516 2,225
251 435
6,767 2,660
5,897 2392
870 268
6,767 2,660
2007 2006
$'000 $'000
40,445 21,751
318 440
40,763 22,191
7,316 1,482
30 16
7,346 1,498
499 -
499 -
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 9: Interest bearing liabilities

Lease incentives

Interest bearing liabilities are represented by:
Current
Non-current

Total interest bearing liabilities

2007 2006
$'000 $'000
10,234 11,111
2,163 1,701
8,071 9,410
10,234 11,111

Maturity of the non-current portion of interest bearing liabilities is as statedin the operating lease

commitment schedule.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 10: Provisions
2007 2006
$'000 $'000
10A: Employee provisions

Salaries and wages 2,401 1,798
Leave 77,712 64,580
Superannuation 4,173 294
Other 2,462 1,593
Total employee provisions 86,748 68,265

Employee provisions are represented by:
Current 70,007 54,487
Non-current 16,741 13,778
Total employee provisions 86,748 68,265

10B:  Other provisions
Property makegood provision 5,480 2,686
Surplus lease space 666 519
Other 1,561 773
Total other provisions 7,707 3,978
Other provisions are represented by:
Current 2,193 308
Non-current 5,514 3,670
Total other provisions 7,707 3,978
Provision for Other

Make good Provisions Total
$'000 $'000 $'000
Carrying amount 1 July 2006 2,686 1,292 3,978
Additional provisions made 2,591 1,254 3,845
Amounts used - - -
Amounts reversed (247) (319) (566)
Unwinding of discount or change in discount rate 450 - 450
Amount owing at end of period 5,480 2,227 1,707

The department has a number of agreements for the leasing of premises which have provisions requiring them to restore the
premises to their original condition at the conclusion of the lease. The department has made a provision to reflect the present value of
this obligation.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 11: Cash flow reconciliation
2007 2006
$'000 $'000
Reconciliation of cash and cash equivalents as per
Balance Sheet to Cash Flow Statement:
Report cash and cash equivalents as per:
Cash Flow Statement 13,351 25,455
Balance Sheet 13,351 25,455
Reconciliation of net surplus to net cash from oper-
ating activities:
Operating result 18,629 10,788
Depreciation / amortisation 15,565 13,836
Net write down of non-financial assets 2,861 784
Finance expenses 450 105
(Gain) / loss on disposal of assets (44) 21
(Increase) / decrease in net receivables (67,719) (12,398)
(Increase) / decrease in prepayments (4,290) 541
(Increase) / decrease in other non-financial assets 123 (100)
(Increase)/ decrease in accrued revenue (1,329) (289)
Increase / (decrease) in employee provisions 18,484 4,519
Increase / (decrease) in supplier payables 18,771 3,556
Increase / (decrease) in lease incentive (877) (97)
Increase/ (decrease) in GST payable 14 -
Increase/ (decrease) in competitive neutrality payable 499 (284)
Increase/ (decrease) in prepayments received 5,834 882
Increase / (decrease) in other provisions 1,231 1,289
Net cash from operating activities 8,202 23,153
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Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 12: Contingent liabilities and assets

Quantifiable contingencies

At 30 June 2007, the Schedule of Contingencies for the department reports 42 contingent liabilities in
respect of compensation claims for the Child Support Agency totalling $271,504.
(2006: $109,000).

Unquantifiable contingencies

At 30 June 2007, the Department had a number of legal claims for which it has denied liability and is
defending the claims. It is not possible to estimate the amount of any eventual payments that may be
required in relation to these claims.

Remote contingencies

Various organisations have been indemnified from losses they may incur arising from legal actions which
may be initiated by clients of CRS Australia under the Work Training Scheme.

Departmental Contingent Assets

At 30 June 2007, Child Support Agency had 12 Contingent Assets totalling $24,575 (2006: Nil).
The amount represents an estimate of the potential asset.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 13: Executive remuneration
2007 2006

The number of executives who received or were due
to receive total remuneration of $130,000 or more:
$130,000 to $144,999
$145,000 to $159,999
$160,000 to $174,999
$175,000 to $189,999
$190,000 to $204,999
$205,000 to $219,999
$220,000 to $234,999
$235,000 to $249,999
$250,000 to $264,999
$265,000 to $279,999
$280,000 to $294,999
$295,000 to $309,999
$310,000 to $324,999
$325,000 to $339,999
$340,000 to $354,999 - -
$355,000 to $369,999 - 1
$370,000 to $384,999 - -
$385,000 to $399,999 1 1
Total 50 21

-

= N = B U1 O A~ N = U1 W
N NN N W =N

The aggregate amount of total remuneration of executives shown above.

$9,908,101 $4,232,365
The aggregate amount of separation and redundancy/termination
benefit payments during the year to executives shown here $- $103,871

The total remuneration for 2006-07 represents the full accrual cost incurred during the financial year, with the exception of those
performance payments where the assessment process had not been completed by the date of these financial statements being
signed-off. Amounts are included where an individual officer performing in a particular executive position received total remuneration
of $130,000 or more.

The increase in the number of executives who received $130,000 or more is largely due to the escalation of the department's programs,
the Child Support Scheme and Building a Better CSA reforms, and a reclassification of some senior management positions.
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Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

2007 2006

Note 14: Remuneration of auditors
Financial statement audit services are provided free of charge to the Department.
The fair value of the services provided was:
Department 410,000 410,000
410,000 410,000

No other services were provided by the Auditor-General.

2007 2006

Note 15: Average staffing levels
The average staffing levels for the Department during the year were: 5,126 4,692
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 16: Financial instruments (continued)

16B  Fair values of financial assets and liabilities

2007 2006
Total Aggregate Total Aggregate
Notes Carrying Net Fair Carrying Net Fair
Amount Value Amount Value
$'000 $'000 $'000 $'000
DEPARTMENTAL
Financial assets
Cash and cash equivalents 6A 13,351 13,351 25,455 25,455
Receivables for goods and services (net) 6B 18,137 18,137 5,744 5,744
Other 6B 3,234 3,234 1,122 1,122
Total financial assets 34,722 34,722 32,321 32,321
Financial liabilities (recognised)
Trade creditors 8A 40,445 40,445 21,751 21,751
Other creditors 8A 318 318 440 440
Total financial liabilities (recognised) 40,763 40,763 22,191 22,191

16c  Credit risk exposures

The Department's maximum exposures to credit risk at reporting date in relation to each class of recognised
financial assets is the carrying amount of those assets as indicated in the Balance Sheet.

The Department has no significant exposures to any concentrations of credit risk.
Al figures for credit risk referred to do not take into account the value of any collateral or other security.

This note also applies to the Departments administered financial instruments and is therefore not reproduced
at Note 24.

Department of Human Services Annual Report 2006-07




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 17: Income administered on behalf of Government
2007 2006
$'000 $'000

REVENUE
Other taxes, fees and fines

CSA penalty recovery revenue 68,606 46,817
Total other taxes, fees and fines 68,606 46,817
Child support revenue

Child support revenue 1,005,713 919,600
Total child support revenue 1,005,713 919,600
Competitive neutrality revenue

Competitive neutrality revenue 11,649 11,329
Total competitive neutrality revenue 11,649 11,329
INTEREST

Interest - related entity - 836
Total interest - 836
Dividends

Dividends - related entities 19,812 11,495
Total dividends 19,812 11,495
Other sources of non-taxation revenue

Other revenue 503 176
Total other sources of non-taxation revenue 503 176
Total revenues administered on behalf of Government 1,106,283 990,253
GAINS

Reversal of previous years writedowns/impairment of assets - 131,295
Total gains administered on behalf of Government - 131,295
Total income administered on behalf of Government 1,106,283 1,121,548
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 18: Expenses administered on behalf of Government
2007 2006
$'000 $'000
EXPENSES
Personal benefits
Support for newly separated unemployed parents 571 800
Total personal benefits 571 800

Write down and impairment of assets
Financial assets - receivables 125,157 59,635

Total write down and impairment of assets 125,157 59,635

Child support payments
Child support payments 984,302 990,235

Total child support payments 984,302 990,235

Job Capacity Assessment payments

Job Capacity Assessment payments 103,539 =
Total Job Capacity Assessment payments 103,539 =
Total expenses administered on behalf of Government 1,213,569 1,050,670
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 19: Assets administered on behalf of Government
2007 2006
$'000 $'000
Financial Assets
Cash and cash equivalents
Administered bank account 44 18
Total cash and cash equivalents 44 18
Receivables
Receivables 12,341
GST receivable from ATO 1,028 1
Total other receivables 13,369 11
Child support related receivables
Client penalty receivables 526,575 463,636
Less allowance for doubtful debts (517,091) (417,272)
Customer miscellaneous receivables 12,495 12,278
Less allowance for doubtful debts (10,372) (7,633)
Client top up receivables 2,703 2,543
Less allowance for doubtful debts -
Costs debt 1,269 763
Less allowance for doubtful debts (419) (645)
Total child support related receivables 15,160 53,670
Custodial parent receivable
Child support receivable 923,517 863,416
Less allowance for doubtful debts (445,892) (424,127)
Total custodial parent receivable 477,625 439,288
Total receivables (net) 506,154 492,969
Receivables (gross) are aged as follows:
Not overdue 92,579 71,909
Overdue by:
Less than 30 days 62,643 55,053
30 to 60 days 57,628 49,273
61 to 90 days 43,834 40,543
More than 90 days 1,223,244 1,125,868
Total receivables (gross) 1,479,928 1,342,646
The allowance for doubtful debts is aged as follows:
Not overdue 43,180 38,848
Overdue by:
Less than 30 days 35,127 30,080
30 to 60 days 35,408 27,524
61 to 90 days 25,938 23,258
More than 90 days 834,121 729,967
Total allowance for doubtful debts 973,774 849,677
Net Receivables 506,154 492,969
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 19: Assets administered on behalf of Government (continued)
Notes 2007 2006
$'000 $'000
Investments
Shares in Commonwealth companies/entities
Australian Hearing Ltd 23 19,611 12,383
Health Services Australia Ltd 23 36,330 31,229
Total investments 55,941 43,612
Total Assets 562,139 536,599
Total assets administered on behalf of Government 562,139 536,599
Note 20: Liabilities administered on behalf of Government
Payables
Suppliers
Trade creditors - Child Support Agency 20,110 16,983
Trade creditors - other 13,356 -
Total suppliers 33,466 16,983
Personal benefits
CSA support for newly separated and unemployed parents 54 172
Total personal benefits 54 172
Payments received in advance
Payments received 11,726 13,050
Total payments received in advance 11,726 13,050
Accrued child support payable
Accrued child support payable 477,625 439,288
Total accrued child support payable 477,625 439,288
Total Payables 522,871 469,493
Total liabilities administered on behalf of Government 522,871 469,493

Department of Human Services Annual Report 2006-07



Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 21: Administered reconciliation table
2007 2006
$'000 $'000
Opening administered assets less administered liabilities
as at 1 July 67,105 120,146
Plus Administered revenues 1,106,283 1,121,548
Less Administered expenses (1,213,569) (1,050,670)
Administered transfers to/from Australian Government
Special Public Money transfers from the Official Public Account 949,680 902,801
Appropriation transfers from the Official Public Account
Annual appropriations administered expenses 110,346 =
Accrued annual appropriations administered expenses 3,203 -
Transfers to Official Public Account (985,957) (933,548)
Accrued transfers to Official Public Account (10,152) -
Restructuring - (97,378)
Administered investments - gain 12,329 4,206
Closing administered assets less administered
liabilities as at 30 June 39,268 67,105

Note 22: Administered contingent liabilities

Quantifiable Administered Contingencies

There are 41 quantifiable Administered Contingencies with a total value of $206,482. These contingent
liabilities represent waivers of child support debt awaiting approval from the department of Finance and
Administration as at 30 June 2007 (2006: Nil)

Unquantifiable Administered Contingencies

There are no unquantifiable Administered Contingencies

Remote Administered Contingencies

There are no remote Administered Contingencies
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 23: Administered investments

The principal activities of each of the department's administered investments are as follows:

Australian Hearing Ltd

helping people manage their hearing impairment to improve their quality of life; a world leader in
research anddevelopment

Health Services Australia Ltd
delivering expertise and experience in medical advitsory, assessment and health screening services

The Australian Government owns 100% of the issued share capital of Health Services Australia Ltd.
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 25: Departmental consolidation
Child
Core Support CRS
Department Agency Australia  Eliminations Total
2007 2007 2007 2007 2007
$'000 $'000 $'000 $'000 $'000
INCOME
Revenues
Revenues from Government 79,157 369,729 - - 448,886
Sale of goods and rendering of services 120 1,766 196,885 (95) 198,676
Other revenues - 7 736 - 743
Total revenues 79,277 371,502 197,621 (95) 648,305
Gains
Sale of assets 9 - 97 - 106
Other gains 52 287 108 - 447
Total gains 61 287 205 - 553
Total Income 79,338 371,789 197,826 (95) 648,858
EXPENSES
Employee benefits 19,587 223,586 120,712 - 363,885
Suppliers 53,347 136,068 56,268 (95) 245,588
Depreciation and amortisation 417 10,127 5,021 - 15,565
Write-down of assets 439 (60) 2,482 - 2,861
Finance costs - 415 35 - 450
losses from asset sales 57 5 0 - 62
Total Expenses 73,847 370,141 184,518 (95) 628,411
Surplus before income tax 5,491 1,648 13,308 - 20,447
Income tax expense _ _ 1818 _ 1818
Surplus 5,491 1,648 11,490 - 18,629
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 25: Departmental consolidation (continued)
Child
Core Support CRS
Department Agency Australia  Elimination Total
2007 2007 2007 2007 2007
$'000 $'000 $'000 $'000 $'000
ASSETS
Financial assets
Cash and cash equivalents 191 3,444 9,716 - 13,351
Receivables 58,173 72,143 80,525 (204) 210,637
Accrued revenue - - 1,618 - 1,618
Total financial assets 58,364 75,587 91,859 (204) 225,606
Non-financial assets
Land and buildings 460 27,263 8,727 - 36,450
Infrastructure, plant and equipment 1,007 430 873 - 2,310
Intangibles 131 21,754 1,645 - 23,530
Other non-financial assets 6 5,220 1,541 - 6,767
Total non-financial assets 1,604 54,667 12,786 - 69,057
Total Assets 59,968 130,254 104,645 (204) 294,663
LIABILITIES
Payables
Suppliers 11,163 21,688 8,116 (204) 40,763
Other payables 30 - 7,316 - 7,346
Tax liabilities - - 499 - 499
Total payables 11,193 21,688 15,931 (204) 48,608
Interest bearing liabilities
Other interest bearing liabilities - 9,365 869 - 10,234
Total interest bearing liabilities - 9,365 869 - 10,234
Provisions
Employee provisions 7,156 54,206 25,386 - 86,748
Other provisions 140 6,071 1,496 - 7,707
Total provisions 7,296 60,277 26,882 - 94,455
Total Liabilities 18,489 91,330 43,682 (204) 153,297
Net Assets 41,479 38,924 60,963 - 141,366
EQUITY
Parent entity interest
Contributed equity 34,926 28,199 43,547 - 106,672
Reserves - 35 2,291 - 2,326
Retained surpluses 6,553 10,690 15,125 - 32,368
Total Equity 41,479 38,924 60,963 — 141,366
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 26: Administered consolidation
Child
Core Support
department Agency Total
2007 2007 2007
$'000 $'000 $'000
INCOME ADMINISTERED ON BEHALF OF GOVERNMENT
Revenue
Taxation
Other taxes, fees and fines - 68,606 68,606
Total taxation - 68,606 68,606
Non-taxation revenue
Child support revenue - 1,005,713 1,005,713
Competitive neutrality revenue 11,649 - 11,649
Dividends 19,812 - 19,812
Other sources of non-taxation revenues - 503 503
Total non-taxation 31,461 1,006,216 1,037,677
Total revenues administered on behalf of Government 31,461 1,074,822 1,106,283
Total income administered on behalf of Government 31,461 1,074,822 1,106,283
Expenses administered on behalf of Government
Personal benefits - 571 571
Write-down and impairment of assets - 125,157 125,157
Child support payments - 984,302 984,302
Job Capacity Assessment payments 103,539 = 103,539
Total expenses administered on behalf of Government 103,539 1,110,030 1,213,569
ASSESTS ADMINISTERED ON BEHALF OF GOVERNMENT
Financial Assests
Cash and cash equivalents - 44 44
Receivables 13,356 492,798 506,154
Investments 55,941 - 55,941
Total financial assets 69,297 492,842 562,139
Total assets administered on behalf of Government 69,297 492,842 562,139
LIABILITES ADMINISTERED ON BEHALF OF GOVERNMENT
As at 30 June 2007
Payables
Suppliers 13,356 20,110 33,466
Payments received in advance - 11,726 11,726
Accrued child support payable = 471,625 471,625
Total payables 13,356 509,461 522,817
Total liabilities administered on behalf of Government 13,356 509,461 522,817
Net assets administered on behalf of Government 55,941 (16,619) 39,322
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 27: Appropriations

Table C Acquittal of authority to draw cash from the consolidated revenue
fund-special appropriations (unlimited amount).

Child Support (Registration and Collection) Act 1988 Section 77

Purpose: To enable payments to be made to cover shortfalls in the Child Support Trust Account.

2007 2006

$ $

Cash payments made during the year - -
Appropriations credited to Special Accounts 74,886,348 69,222,671
Refunds credited (net) (FMA s30) (74,628,422) (69,306,448)
Total charged to appropriation 257,926 (83,777)
Estimated Actual 69,568,000 63,877,000

Child Support (Registration and Collection) Act 1988 Section 77

Purpose: To enable payments to be made to cover shortfalls in the Child Support Trust Account.

2007 2006

$ $

Cash payments made during the year - -
Appropriations credited to Special Accounts 75,486 1,314
Refunds credited (net) (FMA s30) (75,486) (1,314)
Total charged to appropriation - -
Estimated Actual 50,000 50,000
Total 2007 2006
$ $

Cash payments made during the year - -
Appropriations credited to Special Accounts 74,961,834 69,223,985
Refunds credited (net) (FMAA s30) (74,703,908) (69,307,762)
Total charged to appropriation 257,926 (83,777)
Estimated Actual 69,618,000 63,927,000

Department of Human Services Annual Report 2006-07




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 28: Special accounts

Legal Authority: Financial Management and Accountability Act 1997 Section 20
Appropriation: Financial Management and Accountability Act 1997, s21

Purpose: To temporarily hold amounts on behalf of persons or entities that are not subject to the FMA Act, other than

the Commonwealth.

Account Name 2007 2006

Other Trust Moneys (Departmental) $ $
This account non-interest bearing
Balance carried from previous period 45,922 26,402
Appropriations for reporting period - -
Costs recovered from non—government sector - -
Other receipts — Industry contributions 129,721 19,520
GST credits (FMAA s30A) - -
Available for payments 175,643 45,922
Payments made:
CSA salary sacrifice transfer 129,721 -
Balance carried to next period 45,922 45,922
Represented by:
Cash — held by the Department - -
Cash — transferred to the Official Public Account 45,922 45,922
Total balance carried forward to the next period 45,922 45,922

Legal Authority: Section 73, Child Support Act 1988
Appropriation: Financial Management and Accountability Act 1997, s21

Purpose: For the receipt of maintenance payments and the making of regular and timely payments to custodial parents.

Account Name 2007 2006
Child Support Agency Trust (Administered) $ $

This account non-interest bearing
Balance carried from previous year 38,503,768 34,731,136
Appropriations for reporting period - -
Child Support (Registration and Collection) Act 1998 Section 77 74,886,348 69,222,671
Child Support (Registration and Collection) Act 1998 Section 78 75,486 1,314
Ordinary annual services 2,409,473 2,113,439
Costs recovered from non-government sector - -
Other receipts 950,247,497 905,837,324

GST credits (FMA s30A)

Available for payments

1,066,122,572

1,011,905,884

Payments made to custodial parents (948,986,497) (902,066,119)
Repayments debited from Special Account (FMA s28) (76,854,304) (71,335,997)
Total debits (1,025,840,801) (973,402,116)
Balance carried to next period 40,281,771 38,503,768
Represented by:

Cash - held by the Department - -
Cash - transferred to the Official Public Account 40,281,771 38,503,768
Total balance carried forward to the next period 40,281,771 38,503,768

Financial Statements




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 29: Compensation and debt relief

2007 2006

$ $

Administered
2 'Act of Grace' payments were provided for
during the reporting period (2006: 2 payment). 15,778 1,296
43 waivers of amounts owing to the Commonwealth were made pursuant to
subsection 34(1) of the Financial Management and Accountability Act 1997.
(2006: 55 waviers) 219,869 236,334
61 waivers of amounts owing to the Commonwealth were made pursuant to
section 23 of the Disability Services Act 1986 (2006: 29 waviers). 145,037 77461
No payment was made under the 'Defective Administration Scheme' (CDDA)
(2006: 1 payment) - 1,736
No ex-gratia payments were provided for during the reporting period _ _
(2006: No payments)
Departmental
27 payments are to be paid under the 'Defective Administration Scheme' (CDDA)
(2006: 25 payments). 89,317 39,516
10 compensation claims paid consist of legal liability (2006: 8 claims) 15,973 39,706

Department of Human Services Annual Report 2006-07




Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 30: Reporting of outcomes

30A: Net cost of outcome delivery

Outcome 1 Total
2007 2006 2007 2006
$'000 $'000 $'000 $'000
EXPENSES
Administered 1,213,569 1,050,670 1,213,569 1,050,670
Departmental 630,229 476,908 630,229 476,908
Total expenses 1,843,798 1,527,578 1,843,798 1,527,578
Costs recovered from provision of goods and
services to the non-government sector
Administered - = - =
Departmental 32,153 15,107 32,153 15,107
Total costs recovered 32,153 15,107 32,153 15,107
Other external revenues
Administered
Other taxes, fees and fines 68,606 46,818 68,606 46,818
Child support revenue 1,005,713 919,600 1,005,713 919,600
Interest revenue = 836 = 836
Competitive neutrality receipts 11,649 11,329 11,649 11,329
Dividends from Commonwealth entities 19,812 11,495 19,812 11,495
Other 503 176 503 176
Total Administered 1,106,283 990,254 1,106,283 990,254
Departmental
eGr:Jt(i)t?gsand services revenue from related 166,523 152,920 166,523 152,920
Other 743 609 743 609
Total Departmental 167,266 153,529 167,266 153,529
Total other external revenues 1,273,549 1,143,782 1,273,549 1,143,782
Net cost of outcome 538,096 368,689 538,096 368,689

Outcome 1 is described in Note 1.1. Net costs shown include intra-government costs that are eliminated in calculating the actual
Budget outcome.

Financial Statements
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Department of Human Services
Notes to and forming part of the Financial Statements
for the period ended 30 June 2007

Note 30: Reporting of outcomes

30C Major classes of administered revenues and expenses by outcomes

Outcome 1 Total

2007 2006 2007 2006

$'000 $'000 $'000 $'000
Administered Revenues
Other taxes, fees and fines 68,606 46,818 68,606 46,818
Child support revenue 1,005,713 919,600 1,005,713 919,600
Competitive neutrality revenue 11,649 11,329 11,649 11,329
Interest = 836 = 836
Dividends 19,812 11,495 19,812 11,495
Other sources of non-taxation revenue 503 176 503 176
Total Administered Revenues 1,106,283 990,254 1,106,283 990,254
Administered Expenses
Personal benefits 571 800 571 800
Write down/impairment of assets 125,157 59,635 125,157 59,635
Child support payments 984,302 990,235 984,302 990,235
JCA payments 103,539 - 103,539 -
Total Administered Expenses 1,213,569 1,050,670 1,213,569 1,050,670

Outcome 1 is described in Note 1.1.
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