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Legal Contribution Trust
Financial. Report for six months ended 30 June 2012

Administration Office

4th Floor
160 St Georges Terrace
Perth WA 6000

Telephone: (08) 9324 8600
Fax: (08) 9324 8699
Direct Line: (08) 9324 8645

Certification of Financial Statements

The accompanying financial statements of the Legal Contribution Trust in Western Australia have
been prepared in compliance with the provisions of the Financial Management Act 2006 from proper
accounts and records to present fairly the financial transactions for the six months ended 30 June
2012 and the financial position as at 30 June 2012.

Except for the effects detailed at Note 14, 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.

R I Viner AO QC (Signed)

Trustee

C Ferrari (Signed)

Trustee

X
L Follows (Signed)

Chief Financial Officer

Date:
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Auditor General
INDEPENDENT AUDITOR'S REPORT

To the Parliament of Western Australia

LEGAL CONTRIBUTION TRUST

Report on the Financial Statements
I have audited the accounts and financial statements of the Legal Contribution Trust

The financial statements comprise the Statement of Financial Position as at 30 June 2012, the
Statement of Comprehensive Income, Statement of Changes in Equity and Statement of Cash
Flows for the six months then ended, and Notes comprising a summary of significant accounting
policies and other explanatory information.

Trust's Responsibility for the Financial Statements
The Trust is responsible for keeping proper accounts, and the preparation and fair presentation of
the financial statements in accordance with Australian Accounting Standards and the Treasurer's
Instructions, and for such internal control as the Trust determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor's Responsibility
As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
financial statements based on my audit. The audit was conducted in accordance with Australian
Auditing Standards. Those Standards require compliance with relevant ethical requirements relating
to audit engagements and that the audit be planned and performed to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's
judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers
internal control relevant to the Trust's preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances. An audit also includes
evaluating the appropriateness of the accounting policies used and the reasonableness of
accounting estimates made by the Trust, as well as evaluating the overall presentation of the
financial statements.

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

Basis for Qualified Opinion
Under the provisions of the Legal Profession Act 2008, each practising solicitor is required to have a
trust account at an approved deposit-taking institution (ADI). In accordance with section 387 of the
Act, the Legal Contribution Trust is entitled to receive 51 per cent of all interest earned on the
solicitors' trust accounts held with ADIs in Western Australia. However, during 2010, it was
identified that for some solicitor's trust accounts, ADIs have not remitted the correct amount of
interest to the Legal Contribution Trust.

As disclosed in Note 14 to the financial statements, legal advice obtained by the Legal Contribution
Trust indicates that the Trust could seek to recoup unremitted interest dating back to 1 January
2004. At the present time, the Trustees are not able to quantify the amount of unremitted interest
income that relates to the current and prior financial reporting periods. As a result, I am unable to
obtain sufficient appropriate audit evidence about the amounts of Interest Receivable-Banks as at
30 June 2012 and Interest Earned on Legal Practitioners Trust Money for the six month period
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ended 30 June 2012. Consequently, I was unable to determine whether any adjustments to these
amounts were necessary.

Qualified Opinion
In my opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the financial statements are based on proper accounts and present
fairly, in all material respects, the financial position of the Legal Contribution Trust at
30 June 2012 and its financial performance and cash flows for the six months then ended. They are
in accordance with Australian Accounting Standards and the Treasurer's Instructions.

Report on Controls
I have audited the controls exercised by the Legal Contribution Trust during the six months ended
30 June 2012.

Controls exercised by the Legal Contribution Trust are those policies and procedures established by
the Trust to ensure that the receipt, expenditure and investment of money, the acquisition and
disposal of property, and the incurring of liabilities have been in accordance with legislative
provisions.

Trust's Responsibility for Controls
The Trust is responsible for maintaining an adequate system of internal control to ensure that the
receipt, expenditure and investment of money, the acquisition and disposal of public and other
property, and the incurring of liabilities are in accordance with the Financial Management Act 2006
and the Treasurer's Instructions, and other relevant written law.

Auditor's Responsibility
As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
controls exercised by the Legal Contribution Trust based on my audit conducted in accordance with
Australian Auditing and Assurance Standards.

An audit involves performing procedures to obtain audit evidence about the adequacy of controls to
ensure that the Trust complies with the legislative provisions. The procedures selected depend on
the auditor's judgement and include an evaluation of the design and implementation of relevant
controls.

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

Basis for Qualified Opinion
Controls over the entitlement to receive interest earned on solicitor's trust accounts did not ensure
that all interest was received. As a consequence, for some solicitor's trust accounts, ADIs have not
remitted the correct amount of interest to the Legal Contribution Trust.

Qualified Opinion
In my opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the controls exercised by the Legal Contribution Trust are sufficiently adequate
to provide reasonable assurance that the receipt, expenditure and investment of money, the
acquisition and disposal of property, and the incurring of liabilities have been in accordance with
legislative provisions during the six months ended 30 June 2012.

Report on the Key Performance Indicators
I have audited the key performance indicators of the Legal Contribution Trust for the six months
ended 30 June 2012.

The key performance indicators are the key effectiveness indicators and the key efficiency
indicators that provide information on outcome achievement and service provision.

Trust's Responsibility for the Key Performance Indicators
The Trust is responsible for the preparation and fair presentation of the key performance indicators
in accordance with the Financial Management Act 2006 and the Treasurer's Instructions and for
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such controls as the Trust determines necessary to ensure that the key performance indicators fairly
represent indicated performance.

Auditor's Responsibility
As required by the Auditor General Act 2006, my responsibility is to express an opinion on the key
performance indicators based on my audit conducted in accordance with Australian Auditing and
Assurance Standards.

An audit involves performing procedures to obtain audit evidence about the key performance
indicators. The procedures selected depend on the auditor's judgement, including the assessment
of the risks of material misstatement of the key performance indicators. In making these risk
assessments the auditor considers internal control relevant to the Trust's preparation and fair
presentation of the key performance indicators in order to design audit procedures that are
appropriate in the circumstances. An audit also includes evaluating the relevance and
appropriateness of the key performance indicators for measuring the extent of outcome
achievement and service provision.

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

Basis for Qualified Opinion
Due to the matter included in the Basis for Qualified Opinion in the Report on the Financial
Statements segment of this report, I was unable to obtain sufficient appropriate audit evidence
about the Operating Profit component of the efficiency performance indicator. Consequently, I am
unable to determine whether the efficiency performance indicator was fairly presented.

Qualified Opinion
In my opinion, except for the possible effects of the matter described in the Basis for Qualified
Opinion paragraph, the key performance indicators of the Legal Contribution Trust are relevant and
appropriate to assist users to assess the Trust's performance and fairly represent indicated
performance for the six months ended 30 June 2012.

Independence
In conducting this audit, I have complied with the independence requirements of the Auditor General
Act 2006 and Australian Auditing and Assurance Standards, and other relevant ethical
requirements.

Matters Relating to the Electronic Publication of the Audited Financial Statements and Key
Performance Indicators
This auditor's report relates to the financial statements and key performance indicators of the Legal
Contribution Trust for the six months ended 30 June 2012 included on the Trust's website. The
Trust's management is responsible for the integrity of the Trust's website. This audit does not
provide assurance on the integrity of the Trust's website. The auditor's report refers only to the
financial statements and key performance indicators described above. It does not provide an
opinion on any other information which may have been hyperlinked to/from these financial
statements or key performance indicators. If users of the financial statements and key performance
indicators are concerned with the inherent risks arising from publication on a website, they are
advised to refer to the hard copy of the audited financial statements and key performance indicators
to confirm the information contained in this website version of the financial statements and key
performance indicators.

COLIN MURPHY
AUDITOR GENERAL
FOR WESTERN AUSTRALIA
Perth, Western Australia
18 September 2012
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Statement of Financial Position
As at 30 June 2012

KS SETS
Current Assets
Cash and Cash Equivalents 8(a) 21,331,775 23,098,066
Receivables 6 1,229,418 1,229,202
Total Current Assets 22,561,193 24,327,268

Non-Current Assets
Plant & Equipment
Total Non-Current Assets
Total Assets

7

CURRENT LIABILITIES
Payables
Provision for Claims 5(b)
Total Payable to Beneficianes 3(b)
Total Current Liabilities
Total Liabilities

Net Assets

EQUITY
Retained earnings
Total Equity

22,561,193 24,327,268

41,624
33,148

3,386,420
3,461,192
3,461,192

258,916
950,000

4,018,352
5 227 268
5,227,268

19,100,000 19,100, 000

3(a) 19,100,000 19,100,000
19,100,000 19,100,000

The Statement of Financial Position should be read in conjunction with the accompanying notes.

7
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Statement of Comprehensive Income
For the six months ending 30 June 2012

1,297,389

32,240
25,653

581,543

_

INCOME
Interest earned on Legal Practitioners Trust Money
Contributions by legal practitioners
pursuant to Section 146 of the Legal
Profession Act (2008)
Sundry Income
Interest earned on Investments
Total Income

2,118,687

4,200
7,982

641,199
1,936,825 2,772,068

53,799
440

65,557

16,200

77,668
246,430

EXPENSES
_

Administration Expenses
Insurance
Legal Fees
Temp Staff
Staff Training
External Audit Fees - Auditor General

Claims & Supervising Solicitors
Trust Account Inspector Service
Total Expenses

Profit for the period

Total Comprehensive Income for the period

36,890
4,600

29,960
5,664
1,632

43,100

1,052,716
200,173

460,094 1,374,735

3(a) 1 .476,731 1,397,333

A76,731 1,397,333

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Statement of Changes in Equity
As at 30 June 2012

[Balance as at 30 June 2011 19,100,0001 19,100,000 I

Profit for the Period 1,397,333 1,397,333

Total Comprehensive Income for the period 1,397,333 1,397,333

Surplus appropnated to beneficiaries (1,397,333) (1,397,333)

[Balance as at 31 December 2011

Profit for the Period

Total Comprehensive Income for the period

19,100,000 19,100,000

1,476,731 1,476,731

1,476,731

Surplus appropriated to beneficiaries (1,476,731) (1,476,731)

Balance as at 30 June 2012 A 19,100,000 19,100,000

The Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Statement of Cash Flows
As at 30 June 2012

[Cash Flo Ws From Operating Activities
Receipts

_ 11

Interest Received 1,913,653 2,109,268
Contributions by Legal Practitioners 1,460 31,960
Other Receipts 108,570 74,872

Payments
Payments to Suppliers (1,681,309) (357,560)
Net Cash Provided by Operating Activities 8(b) 342,373 1,858,540

_

ICash Flows from investing activities

Payments for Plant & Equipment

Net cash used in investing activities

ICash Flows from Financing Activities
Distribution of Surpluses to Beneficiaries 3(b) (2,108,663) (468,339)
Net Cash used in Financing Activities (2,108,663) (468,339)

Net Increase/(Decrease) in cash & cash equivalents (1,766,290) 1,390,201
Cash & cash equivalents at the beginning of the period 23,098,066 21,707,865
Cash & cash equivalents at the end of the period 8(a) 21,331,775 23,098,066

The Statement of Cash Flows should be read in conjunction with the accompanying notes.

0
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Notes to the Financial Statements
As at 30 June 2012

Note 1: Summary of significant accounting policies

(a) General Statement

The Legal Contribution Trust is a statutory trust established in Western Australia by the Legal
Profession Act 2008.

The financial statements constitute a general purpose financial report which has been prepared in
accordance with the Australian Accounting Standards, the Framework, Statements of Accounting
Concepts and other authoritative pronouncements of the Australian Accounting Standards Board as
applied by the Treasurer's instructions (TI).

Accounting Standards include Australian equivalents to the International Financial Reporting
Standards ('A-IFRS'). Compliance with A-IFRS ensures that the financial statements and notes of the
Legal Contribution Trust ("Trust") comply with International Financial Reporting Standards ('IFRS').

Several of these are modified by the Treasurer's instructions to vary application, disclosure, format
and wording. For example, AASB 116 'Property Plant and Equipment' requires land and buildings to
be measured at cost or fair value; TI 954 mandates the fair value option.

The Financial Management Act and the Treasurer's instructions are legislative provisions governing
the preparation of financial statements and take precedence over Australian Accounting Standards,
the Framework, Statements of Accounting Concepts and other authoritative pronouncements of the
Australian Accounting Standards Board.

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

The principal place of business of the Trust is the Administrative Offices of the Law Society of
Western Australia, 160 St Georges Terrace, Perth.

(b) Basis of Preparation

The financial statements have been prepared on the accrual basis of accounting using the historical
cost convention. Historical cost is generally based on the consideration given in exchange for assets.

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

There are no new and revised Standards and Interpretations adopted in these financial statements
affecting the reporting results or financial position.

(c) Goods and Services Tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax ("GST"),
except:

Where the amount of GST incurred is not recoverable from the Australian Taxation Office,
it is recognised as part of the cost of acquisition of an asset or expense.

(ii) For receivables and payables which are recognised inclusive of GST.

Disclosure and Legal Compliance
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

The net amount of GST recoverable from, or payable to the Australian Taxation Office is included as
part of receivables and payables.

Cash inflows and out flows are included in the cash flow statement on a gross basis.

(d) Revenue Recognition

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

Revenue is recognised for the major business activities as follows:

Contributions Revenue

The Legal Practice Board receives contributions from practitioners on behalf of the Solicitors
Guarantee Fund ("SGF") in accordance with Section 337 of the Legal Profession Act 2008. The
contributions are recognised as revenue by SGF when the contribution has been received by the
Legal Practice Board.

Interest Revenue

Interest revenue is recognised on a time proportionate basis that takes into account the effective yield
on the financial asset.

Investment Income

All interest income derived from investments held in the Solicitors Guarantee Fund is recognised as
income of the Legal Contribution Trust. Investment Revenue is recognised on an effective yield
basis allocating income over the relevant periods.

(e) Cash and cash Equivalents

Cash and Cash Equivalents comprise cash in banks and investments in money market instruments.
Bank Accepted Bills and Term Deposits are recorded at amortised costs using the effective interest
rate method.

(f) Financial Instruments

In addition to cash, the Trust has two categories of financial instruments:
Receivables; and
Financial liabilities measured at amortised cost.

Receivables

Receivables are recognised initially at fair value, then at the amortised cost using the effective interest
rate method as they are due for settlement no more than 30 days from the date of recognition.

Collectability of receivables is reviewed on an ongoing basis. Debts which are known to be
uncollectible are written off. An allowance for doubtful debts is raised where some doubts as to
collection exists.

Payables

Payables, including accruals not yet billed, are recognised when the Trust becomes obliged to make
future payments as a result of a purchase of assets or services. Payables are generally settled within
30 days and interest free.

Initial recognition and measurement is at fair value net of transaction costs. Subsequent
measurement is at amortised cost using the effective interest method.

1

1 2
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Legal Contribution Trust
Financial Report for six months ended 30 June 2012

Impairment of financial assets

Financial assets are assessed for indicators of impairment at each balance sheet date. Financial
assets are impaired where there is objective evidence that as a result of one or more events that
occurred after the initial recognition of the financial asset the estimated future cash flows of the
investment are impacted.

The carrying amount of the financial asset is reduced by the impairment loss directly for all financial
assets with the exception of trade receivables, where the carrying amount is reduced through the use
of an allowance account. When a trade receivable is considered uncollectible, it is written off against
the allowance account. Subsequent recoveries of amounts previously written off are credited against
the allowance account. Changes in the carrying amount of the allowance account are recognised in
profit or loss.

For financial assets carried at amortised cost, the amount of the impairment loss recognised is the
difference between the asset's carrying amount and the present value of estimated future cash flows,
discounted at the financial assets original effective interest rate.

Effective interest method

The effective interest method is a method of calculating the amortised cost of a financial asset and of
allocating interest income over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including all fees on points paid or received that form an
integral part of the effective interest rate, transaction costs and other premiums or discounts) through
the expected life of the financial asset, or, where appropriate, a shorter period. Income is recognised
on an effective interest rate basis for debt instruments other than those financial assets at fair value
through profit or loss'.

Derecognifion of financial assets and liabilities

The Trust derecognises a financial asset only when the contractual rights to the cash flows from the
asset expire, or it transfers the financial asset and substantially all the risks and rewards of ownership
of the asset to another entity. If the Trust neither transfers nor retains substantially all the risks and
rewards of ownership and continues to control the transferred asset, the Trust recognises its retained
interest in the asset and an associated liability for amounts it may have to pay. If the Trust retains
substantially all the risks and rewards of ownership of a transferred financial asset, the Trust
continues to recognise the financial asset and also recognises a collateralised borrowing for the
proceeds received.

The Trust derecognises financial liabilities when, and only when, the Trust's obligations are
discharged, cancelled or they expire.

(g) Plant and Equipment

Plant & Equipment held is recognised at cost less accumulated depreciation. Cost includes
expenditure that is directly attributable to the acquisition.

(h) Depreciation

All non-current assets having a limited useful life are systematically depreciated over their estimated
useful lives in a manner that reflects the consumption of their future economic benefits. Depreciation
on assets is calculated using the straight line method, using rates which are reviewed annually. The
estimated useful lives of computer equipment are 3-4 years.

(i) Critical Accounting Judgement and Key Sources of Estimation Uncertainty

Management is required to make judgements, estimates and assumptions about carrying values of
assets and liabilities that are not readily apparent from other sources. The estimates and associated
assumptions are based on historical experience and various other factors that are believed to be

13
Disclosure and Legal Compliance



Legal Contribution Trust
Financial Report for six months ended 30 June 2012

reasonable under the circumstance, the results of which form a basis of making the judgement. Actual
results may differ from these estimates. The estimates and underlying assumptions are reviewed on
an ongoing basis. Revision to accounting estimates are recognised in the period in which the estimate
is revised if the revision affects only that period, or in the period of the revision and future periods.

Judgements made by management in the application of Australian Accounting Standards that have
significant effects on the financial statements estimates with significant risk of material adjustment in
the next year are disclosed where applicable in the relevant notes to the financial statements.

(1) Adoption of New and Revised Accounting Standards

In the current period, the Trust has adopted all of the new and revised Standards and Interpretations
issued by the Australian Accounting Standards Board (the AASB) that are relevant to its operations
and effective for the current annual reporting period. Any details of the impact of the adoption of
these new accounting standards are set out in the individual accounting policy notes set out above.

At the date of authorisation of the financial report, the following Standards and Interpretations were in
issue but not yet effective:

Standard/Interpretation

AASB 9 'Financial Instruments', AASB 2009-
11 'Amendments to Australian Accounting
Standards arising from AASB9' and AASB
2010-7 'Amendments to Australian Accounting
Standards arising from AASB 9 (December
2010)'

AASB 10 'Consolidated Financial Statements'
supersedes requirements under AASB 127
'Consolidated and Separate Financial
Statements' and Interpretation 112
'Consolidation - Special Purpose Entities'

AASB 13 'Fair Value Measurement' and
related AASB 2011-8 Amendments to
Australian Accounting Standards arising from
AASB 13

AASB 119 'Employee Benefits' supersedes
AASB 119 'Employee Benefits'

AASB 127 'Separate Financial Statements'
supersedes requirements under AASB 127
'Consolidated and Separate Financial
Statements'

AASB 1053 'Application of Tiers of Australian
Accounting Standards'

AASB 2010-2 Amendments to Australian
Accounting Standards arising from 'Reduced
Disclosure Requirements'

1 4
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Effective for annual
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beginning on or after
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applied in the financial

year ending
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AASB 2011-2 Amendments to Australian
Accounting Standards arising from the 'Trans-
Tasman Convergence Project - Reduced
Disclosure Requirements'

AASB 2011-6 Amendments to Australian
Accounting Standards 'Extending Relief from
Consolidation', the 'Equity Method' and
'Proportionate Consolidation - Reduced
Disclosure Requirements'

AASB 2011-9 Amendments to Australian
Accounting Standards - 'Presentation of Items
of Other Comprehensive Income'

AASB 2011-10 Amendments to Australian
Accounting Standards arising from AASB 119

AASB 2011-11 Amendments to AASB 119
arising from 'Reduce Disclosure
Requirements'

AASB 2012-1 Amendments to Australian
Accounting Standards Fair Value
Measurement Reduced Disclosure
Requirements

1-Jul-13 30-Jun-14

1-Jul-13 30-Jun-14

1-Jul-12

1-Jan-13

1-Jul-13

30-Jun-13

30-Jun-14

30-Jun-14

1-Jul-13 30-Jun-14

Note 2: Repeal of the Legal Contribution Trust Act 1967

These Standards and Interpretations will be first applied in the financial report of the Trust that relates
to the annual reporting period beginning after the effective date of each pronouncement.

In January 2009 the Legal Contribution Trust Act 1967 was repealed and replaced by the Legal
Profession Act 2008 (Part 12 Fidelity Cover).

There have been no substantial changes to the legislation in regards to the operation of the Trust.

Note 3: Operating Profit

(a) Profit available for Appropriation

The profit for the six months period ended 30 June 2012 was $1,476,731.

30 Jun 2012 31 Dec 2011 I

Retained Earnings $
_- ______

$ -1
Opening balance 19,100,000 19,100,000
Profit for the penod 1,476,731 1,397,333
Amounts distributed to Deneficianes as defined Dy tne Legar
Professional Act 2008 (1,476,731) (1,397,333)
Closing Balance 19,100,000 19,100,000

Total profits appropriated in both the current and prior periods but not yet paid as at 30 June 2012
amounted to $3,386,420 (31 December 2011: $4,018,352) This amount is disclosed as a current
liability as profits are recognised as having been appropriated in the period in which the obligation to
distribute profits arises under the Legal Profession Act 2008 (part 12 Fidelity Cover).

5
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(b) Total Payable to Beneficiaries

30 Jun 2012
$

31 Dec 2011-
$

Surpluses Payable to Beneficiaries - 1 July 2011/1 Jan 2011 4,018,352 3,089,358
Paid to Beneficiaries during the period (2,108,663) (468,339)
Surplus Appropriated to Beneficiaries - 30 June 2012/31 Dec 2011 1,476,731 1,397,333

Closing Balance 3,386,420 4,018,352

Explanatory Statement

Comparison of actual results with those of the preceding 6 months.

Variations between actual revenue and those of the preceding period greater than $73,837 or 5% of
Net Profit are considered significant.

Income

-39%
-9%

30 Jun 2012 31 Dec 2011
Increase/

(Decrease)
Interest earned on Solicitors Trust Money
Interest earned on Investments

1,297,389
581,543

2,118,687
641,199

(821,298)
(59,656)

The significant decrease in Interest earned on Solicitors Trust Money is due to the prior period
including an accrual for interest receivable in relation to outstanding bank interest detailed in Note 14.
The minor variance in Interest earned on Investments relates to the reduced cash balances and
declining term deposit rates in the current period.

Note 4: Contingent Asset and Liabilities

A contingent asset exists in relation to interest receivable on solicitor trust accounts as detailed in
Note 14.

There are no contingent liabilities as at 30 June 2012.

Note 5: Claims

(a) Total Claims

Claims approved for payment by the Trustees in part or full prior to 30 June 2012

June 2012 December 2011
No of Claims Value $ "No of Claims Value $

6 $50,206 1 $948,854

(b) Provision for Claims

June 2012 Decernber 2011
No, of ClaimS Value $ No of Claims Value $

3 $33,149 1 $950,000

The Provision for Claims at 30 June 2012 is $33,149 (December 2011 $950,000).

6
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Note 6: Receivables

Goods & Services Tax
Interest Receivable Banks
Sundry Debtors

Note 7: Plant and Equipment

Computer Equipment at Cost
Accumulated Depreciation

Gross Carrying Amount
Opening Balance
Additions
Closing Balance

Accumulated Depreciation
Opening Balance
Depreciation Expense

Closing Balance

Total

30 Jun 20121 31 Dec 2011'

21,840 9,885
1,169,351 1,204,070

38,227 15,247

1,229,418 1,229,202

30 Jun 20121'31 Dec 2011
$ $

Note 8: Notes to the Cash Flows Statement

(a) Reconciliation of Cash

10,049
(10,049)

10,049
(10,049)

0 0

10,049 10,049

10,049 10,049

10,049 10,049

10,049 10,049

For the purpose of the Statement of Cash Flows, cash and cash equivalents includes cash on hand
and in banks and investments in money market instruments and restricted cash resources. Cash and
cash equivalents at the end of the financial period as shown in the Statement of Cash Flows is
reconciled to the related items in the Statement of Financial Position as follows:

17

,30 Jun 2012 '31 Dec 2011'

Cash & Deposits at Call 2,029,536 1,747,761

Bank Accepted Bills & Term Deposits 19,302,239 21,350,305

21,331,775 23,098,066

Represented by
Cash and Cash Equivalents 21,331,775 23,098,066

21,331,775 23,098,066

Disclosure and Legal Compliance
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(b) Reconciliation of Profit For the Period to Net Cash Flows from Operating Activities

Dec 2011
$

30 Jun 2012 31

Profit for the period 1,476,731 1,397,333
Decrease/(Increase) in Assets
Receivables (216) (587,316)
Increase/(Decrease) in Liabilities
Payables (1,134,144) 1,048,523

Net cash provided by operating activities 342,373 1,858,540

Note 9: Financial Instruments

The Legal Contribution Trust does not enter into or trade financial instruments including derivative
financial instruments for speculative purposes.

All financial assets and liabilities are recorded at fair value determined in accordance with the
accounting policies disclosed in note 1.

(a) Credit Risk Management

Credit risk arises when there is the possibility of the Trust's receivables defaulting on their contractual
obligations resulting in financial loss to the Trust. The Trust measures credit risk on a fair value basis
and monitors risk on a regular basis. The maximum exposure to credit risk at balance sheet date in
relation to each class of recognised financial assets is the gross carrying amount of those assets
inclusive of any provisions for impairment, as shown in the table below.

The Trust trades only with recognised, creditworthy third parties. The Trust has policies in place to
ensure that transactions and services are made to customers with an appropriate credit history. In
addition, receivable balances are monitored on an ongoing basis with the result that the Trust's
exposure to bad debts is minimal. There is no significant credit risk exposure to any single third party.
The credit risk on cash and financial instruments is limited as they are placed with reputable
Australian Banks only with high credit ratings.

All amounts receivable are expected to be received within 30 days. Interest is not charged on
outstanding amounts.

There are no financial assets that are either past due or impaired.

(b) Liquidity Risk Management

The Trust is exposed to liquidity risk through its trading in the normal course of business. Liquidity risk
arises when the Trust is unable to meet its financial obligations as they fall due. The Trust's objective
is to maintain a balance between continuity of funding and flexibility through the use of its significant
cash and cash equivalents. The Trust has appropriate procedures to manage cash flows by
monitoring forecast cash flows to ensure that sufficient funds are available to meet its commitments.
Investments are entered into giving consideration to the appropriate investment terms in order to meet
the Trust's liquidity requirements.

Trade Payable and Accrued Expenses relate to amounts to be paid in the future for goods and
services received, whether or not invoiced to the Trust. Payables are normally settled within 30 days
from the date of the invoice and no interest is incurred on these accounts. No interest is incurred on
the surpluses payable to the beneficiaries. Beneficiaries are paid as and when instructed by the
Attorney General.

8
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(c) Short Term Money Market Securities and Deposits At Call

Short term money market securities and deposits at call are recorded at amortised cost using the
effective interest rate method.

(d) Market Risk

The Trust does not-trade in foreign currency and is not materially exposed to other price risks. The
Trust's exposure to market risk for changes in interest rates relate primarily to the investments held in
bank accepted bills and term deposits. The Trust has no borrowings. The risk is managed by SGF
through portfolio diversification and variation in maturity dates. Other than as detailed in the interest
rate sensitivity analysis table below, the Trust has limited exposure to interest rate risk.

Interest Rate Sensitivity analysis

The following table represents a summary of the interest rate sensitivity of the Trust's financial assets
and liabilities at the balance sheet date on the surplus for the period and equity for a 1% change in
interest rates. It is assumed that the change in interest rates is held constant throughout the reporting
period.

The Trust is sensitive to changes in interest rates as the majority of its income is derived from interest
on solicitors trust accounts or interest on investments. This risk is managed by investing funds in a
range of banks with high credit ratings. The Trust has also established an investment policy.

30 June 2012 Weighted average Variable Maturity Total -11Yochange +1% change

interest I Carrying Non
Effective Interest Interest 1 Year or I Amount Profit Equity Profit Equity Interest

Rate Rate Less __I_ bearing
Assets
Cash Resources
-Bank Deposits 458% 2 029 536 - 2 029,536 ( 20 295) 20 295

Investments
- Term Deposits 578% 1 _ 11 851,698 11 851,698 ( 118 517) 118 517

- Bank Accepted Bills 5 75% _ 7 450 542 7 450 542 ( 74 505) 74 505

Receivables

Liabilities

Payables

1 229 418

2,029,536 19,302,240 21 331,776 ( 213,318) 213,318 1,229,418

_ 3 428 044

- 3,428 044

31 December 2011 Weighted average I Variable Maturity
Interest

Effective Interest Intereit 1 Year or
Rate Rate j Less

Total 1% change +1% change
Carrying ' Non
Amount Profit Equity Profit

1 Equity I Interest i
_ __ _ I

i bearing
Assets
Cash Resources
Bank Deposits 4 58% 1 747 761 _ 1 747 761 ( 17 478) 17 478

Investm ents
- TermDeposits 5 78% 12 593 936 12 593 936 ( 125 939) 125 939

Bank Accepted Bills 575% 8 756 369 8 756 369 ( 87 564) 87 564

Receivables 1 229 202

1,747,761 21,350 305 23,098 066 ( 230 981) 230,981 - 1,229,202

Liabilities
Payables 4 277 268

4 277 268

Note 10: Remuneration for Auditors

30 Jun 12,31 Dec 11
$ $

Audit fees for the period to the Office of the Auditor General 21,100 21,200

1 9
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Note 11: Solicitors Guarantee Fund

The Solicitors Guarantee Fund (SGF) is created under Part 12 of the Legal Profession Act 2008 (the
Act). The value of the Solicitors Guarantee Fund forms part of the assets and liabilities of the Legal
Contribution Trust and are disclosed in the Statement of Financial Position, Statement of
Comprehensive Income and the accompanying notes.

Pursuant to Section 399 (1) (c) of the Act, the Trust controls and administers the Solicitors Guarantee
Fund. It is from the Solicitors Guarantee Fund, that claims are settled and costs incurred in
administering claims are paid.

The Solicitors Guarantee Fund contribution to the overall operating profit was $573,056 being interest
earned on investments.

The maximum value of the Solicitors Guarantee Fund is set by the Attorney General pursuant to
Section 388 of the Act. The maximum value of the Solicitors Guarantee Fund has been set by the
Attorney General at $19,100,000.

Income earned by the Legal Contribution Trust is retained as part of the Solicitors Guarantee Fund
until it reaches its maximum balance. Income in excess of the maximum balance is appropriated to
external beneficiaries pursuant to Section 388 of the Act.

The current balance appropriated to external beneficiaries but not yet paid is $3,386,420 (31
December 2011: $4,018,352).

Note 12: Solicitors Guarantee Fund Supplementary Statement

The Statement of Financial Position and Statement of Comprehensive Income of the Solicitors
Guarantee Fund are presented as a supplement to the financial statements of the Trust as disclosed
on page 18-19.

The financial information in the attached supplements form part of the balance included in the Legal
Contribution Trust financial statements for 30 June 2012.

Note 13: Subsequent Events

Except for the matter detailed at Note 14, there has not been any matter or circumstance that has
arisen since the end of the financial period that has significantly affected, or may significantly affect,
the operations of the Trust, the results of those operations, or the state of affairs of the Trust in the
future financial periods.

Note 14: Recognition of Interest Received on Solicitors Trust Accounts

It has been identified that in certain cases the Financial Institutions have not remitted the appropriate
amount of interest on some solicitors trust accounts because of incorrect "product" descriptions being
applied to certain solicitor trust accounts when they were opened.
The Trust is reliant on the banks and the Legal Practice Board to identify all solicitor trust accounts.
Legal advice has been sought on this matter and negotiations have commenced with the banks to
identify all trust accounts affected in order to calculate interest owing to the Trust.
Management's legal advice indicates that the Trust could seek to recoup unremitted interest since 1
January 2004. It is likely that this will result in additional income from interest on solicitor trust
accounts to be recognised in the financial statements.
As at the date of this report, management are not able to quantify the remaining amount of unremitted
interest income that relates to the current and prior financial periods. Based on negotiations to date
with banks, an amount of $720,000 has been accrued and an amount of $230,000 has been received
from banks at 31 December 2011.

0
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Note 15: Commitments
There is no capital or other commitments (31 December 2011: $Ni1).

Note 16: Solicitors Guarantee Fund Statement of financial position as at 30 June
2012

ASSETS
Current assets
Cash & Cash Equivalents 19,366,249 19,389,932

Receivables 261,582 294,228

Legal Contribution Trust

Appropriation Receivable

Total Current Assets 19,627,831 19,684,160

Total Assets 19,627,831 19,684,160

LIABILITIES 1

CURRENT LIABILITIES

Legal Contnbution Trust

Appropliation Payable 494,683 (422,163)

Provision for Claims 33,148 950,000

Payables 56,323

Total Current Liabilities 527,831 584,160

Total Liabilities 527,831 584,160

Net Assets 19 100 000 19,100.000

EQUITY

Retained earnings 19,100,000 19,100,000

Total Equity 19,100,000 19,100,000
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Note 17: Solicitors Guarantee Fund Statement of comprehensive income for the six
months ending 30 June 2012

Income
Contnbutions by legal practitioners

pursuant to Section 42 of the Legal

Profession Act (2008)

Appropriation from Legal Contribution Trust

Interest on Investments

Total Income

Expenses

Appropriation to Legal Contribution Trust

General Administration

Claims

Supervising Solicitors

Total Expenses

Six Months Six Months,
Ending Ending '

30 Jun 2012 31 Dec 2011

Total Profit for the period

Total Comprehensive Income for the period
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$

32,240

540,816

4,200

594,771

573,056 598,971

494,683 (453,775)

705 30

49,060 950,000

28,608 102,716

573,056 598,971
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Certification of Performance Indicators

Except for the effects detailed at Note 14, we hereby certify that the performance indicators are based
on proper records, are relevant and appropriate for assisting users to assess the Legal Contribution
Trust's performance, and fairly represent the performance of the Legal Contribution Trust for the six
months ended 30 June 2012.

R I Viner AO QC (Signed)

Trustee

C Ferrari (Signed)

Trustee

L Follows (Signed)

Chief Financial Officer

Date:
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Performance Indicators

The target outcome of the Legal Contribution Trust is the application to public purposes of moneys
resulting from its operating profit.

The Act directs that the operating profit be applied to the Solicitors Guarantee Fund until the Fund
reaches its maximum balance set by the Attorney General. Of additional profits, 50% is applied to the
Legal Aid Commission and the remaining 50% to the Law Society of Western Australia, Community
Legal Centres and other bodies in such sums as is agreed between the Minister and the Society from
time to time.

The money applied to the Solicitors Guarantee Fund is held for the purpose of compensating persons
who suffer pecuniary loss as the result of stealing or fraudulent conversion of property entrusted to
legal practitioners for their benefit.

Indicators

Effectiveness

The impact of the LCT allocation on the size of the Solicitors Guarantee Fund.

SIX MONTH TOTAL SGFLCT PROFIT PERCENTAGE OF:
PERIOD RETAINED IN SGF OPERATING FUNDS
ENDED OR DISTRIBUTED TO PROFIT

BENEFICIARIES APPROPRIATED
TO SGF

Dec 1,572,069 0% 19,100,000
2010

Jun 1,906,991 0% 19,100,000
2011

Dec 1,397,333 0% 19,100,000
2011

Jun 1,476,731 0% 19,100,000
2012

Note: Effective from June 2008, the Attorney General increased the maximum allowable balance of
the Solicitors Guarantee Fund to $19,100,000.
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Efficiency

Operating Profit distributed to beneficiaries

The following table shows the percentage of gross revenue of the Legal Contribution Trust
appropriated to the beneficiaries named in the Act as the designated beneficiaries.

The greater the percentage of gross revenue available for appropriation the greater the efficiency.

'SIX MONTHS] GROSS REVENUE I EXPENSES 1 OPERATING PERCENTAGE OF
ENDED INCLUDING PROFIT GROSS REVENUE

EXTRAORDINARY 1 AVAILABLE FOR
ITEMS i RETENTION OR

[

$

I APPROPRIATION TO
NOMINATED

BENEFICIARIES
$

Dec 1,980,720 408,651 1,572,069 79%
2010

Jun 2,254,721 347,730 ' 1,906,991 85%
2011

Dec 2,772,068 1,374,735 1,397,333 50%
2011

Jun 1,936,825 460,094 1,476,731 76%

5

2012
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