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OVERVIEW

Executive Summary

It is pleasing to detail that in the 2012 ~ 2013 financial year MyLeave delivered record breaking results against
various Key Performance Indicators. MyLeave has continued to deliver an increasingly valuable service for its
stakeholders especially as the construction industry in WA has undergone a period of strong growth. The number
of workers covered by the Scheme continued to grow in 2013 and that growth is ultimately reflected in the number
and value of payments made to workers. Monitoring of payments indicates that a large number of workers stay in
the construction industry to achieve the benefit of an entittement under the Scheme.

In regards to workers, key performance highlights for the year include:

Total reaistered: 95,585 +24,674 (+26%)
Total (average per 69,619 +7,129 (+10%)
quarter) contributed

for:

Number of benefits 2,556 +556 (+22%)
paid:

Value of benefits paid $20.5M +$4.3M (+21%)

It is relevant to highlight the growth in the past decade; the 76,748 workers contributed for (shown above) is well
in excess of double the number of workers in 2003 (which was 28,406). Furthermore the number of registered
workers of 120,259 at 2013 is more than three times the 2003 level of 34,902. Please note that the number of
registered workers has been positively impacted by the legislation changes in 2012 which now allows the
automatic registration of workers when they appear on an employer’s return.

The number of registered employers has not shown any growth; in 2013 the number of employers was 4,892
which was slightly less than the 2012 level of 4,912.

A key driver of the Scheme is the number of workers and the “ordinary pay” paid to those workers. The growth in
the number of workers previously detailed, coupled with the annual average growth in ordinary pay of +6.0% in
2013, has a direct impact on the Balance Sheet of MyLeave. This affects the accrued long service leave benefit
liability (as calculated by MylLeave’s Actuary) and also the underlying investment portfolio required to fund the
liability.

The investment portfolio (including cash deposits held by MyLeave), has grown significantly over recent years as
shown below:

2008 2009 2010 2011 2012
$107M $115M $155M $208M $253M

In 2013 investment markets were volatile, especially during May and June, however at year end markets had
performed well above the long term average return. This had a positive impact on MylLeave’s Balance Sheet
which is now being restored following the increased worker benefits legislated in 2006 and the Global Financial
Crisis impact in 2008 and 2009.

MyLeave's Balance Sheet is summarised below:

Assets $268.9M +$93.9M (+35%)
Liabilities $271.6M +$28.9M (+11%)
Eauity Surplus/(Deficif) ($2.7M)
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Executive Summary (continued)

As previously commented, investment markets were strong in 2013 and MyLeave is pleased to report an
investment return of 17.1%pa for the year. This return, as advised by MylLeave's Investment Advisor, was very
close to the investment return index of 17.6%pa.

The strengthened Balance Sheet has resulted in MyLeave improving its Funding Ratio ie the ratio of the value of
the investment portfolio to the actuarial funding liability. This will be a factor when Board Members make their
recommendation to the Minister for the Contribution Levy rate for 2014.

A key factor in this Contribution Levy rate assessment will be the forecast of the investment return for 2014 and
whilst a return in line with the 2013 result would be extremely beneficial to the Scheme, your Board Members’
assessment is that the return will be much closer to, or potentially less than, the long term average return of
7.4%pa. Your Board Members will also consider the probability, and impact, of negative investment returns in the
short to medium term.

With the continuance of significant volatility in investment returns, Board Members have a very challenging task
with the annual assessment of the Contribution Levy rate.

During the year Board Members critically reviewed Myleave’s Investment Policy to ensure that the investment
portfolio is appropriately structured to achieve MyLeave’s investment goals. The previous review was undertaken
in conjunction with the Global Financial Crisis so it was necessary and timely to undertake this fresh review.

The review was undertaken by Myleave in conjunction with the newly appointed Investment Advisor, the
Commonwealth Bank.

The resultant structure of the investment portfolio is as follows:

Asset Allocation

Asset Class Minimum Maximum Benchmark Actual

30/06/2013
Cash 0% 100% 15% 15.2%
Fixed Interest 0% 80% 25% 24.6%
Sub Total 40% 39.8%
Australian Equities 0% 50% 32% 30.7%
International Equities 0% 30% 18% 19.9%
Property & Infrastructure 0% 20% 10% 9.6%
Sub Total 60% 60.2%
Total 100% 1

Note 17 to the Financial Statements provides specific details of the individual Fund Managers as at balance date
of 30 June 2013.

In conjunction with the Strategic Asset Allocations, MyLeave has also approved a Currency Management Policy
aligned to the specific Asset Classes listed above. The Currency Management Policy was an essential
undertaking given MyLeave’s inclusion of international equities and international fixed income assets in the
restructured investment portfolio.

MylLeave continues to strive for efficiencies in its operations and a key aspect of this is the volume of worker data
submitted online. MyLeave is pleased to advise that this ratio has increased over the past year from 68% to 78%.
The new website introduced during the year has been well received by stakeholders and has assisted in the uplift
in online data. In 2014 MyLeave will continue to focus on demonstrating to employers the benefits of online
submission of quarterly returns.
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Executive Summary (continued)

Legislative changes proclaimed on 1 April 2012 included a key initiative which now allows MylLeave to
automatically register workers when they appear on an employer’s quarterly return. This initiative has resulted in
a significant increase in the number of registered workers and, in effect, the elimination of unregistered workers
being contributed for by employers.

As a result of the above, employers no longer need to follow up with new workers for the completion and
submission of registration forms to MyLeave. From the worker's perspective, upon automatic registration they
have immediate access to their service records online and therefore can regularly check that employers are
accurately submitting service records on quarterly returns. Notwithstanding the automatic registration of workers,
it is important that both employers and workers ensure that the workers are working in a prescribed job
classification covered by the Scheme otherwise a benefit will not be payable to the worker.

Employers will be pleased to note that the cost efficiency of MylLeave is confirmed in the level of average
administrative cost per registered worker of $27.44pa. The 2012 cost was $35.55pa. The reduction in
administrative cost has been favourably impacted by two factors; firstly the significant increase in the number of
registered workers during the year ie workers increased from 95,585 to 120,259 and secondly, the containment of
expenses over the same period. The administrative cost of $27.44pa is well below the average of $56.78pa
(2012) for other Australia wide Schemes.

From a national perspective MylLeave continues to work closely with other Australia wide Schemes to both
facilitate the processing of worker payments and also to leverage off the best practice activities / efficiencies of
those Schemes. With the increasing number of interstate workers in WA and the increasing number of employers
with payroll offices managed interstate it is important that MylLeave maintains a national perspective in the
undertaking of its day to day operations.

Under heading “Significant Issues and Trends” comment is made on the industry outlook in WA and the impact
this will have on MyLeave. Whilst the short / medium term operational activities of MyLeave will be adjusted to
meet the changing needs driven by the construction industry, the overall key focus will continue to reflect the core
objectives to fully implement the Scheme in the WA construction industry and to minimise the Contribution Levy
rate payable by employers.

Whilst it is pleasing to present an improved financial position to stakeholders, MyLeave Board Members continue
to maintain a cautious outlook regarding investment markets to ensure MylLeave remains in a sound financial
position into the future.

Finally, MyLeave Board Members and management acknowledge and thank the Honourable Simon O’Brien MLC
for his support for MyLeave whilst under his ministerial responsibility and we look forward to continuing to build
upon the sound relationship being established with the Honourable Michael Mischin MLC, Attorney General,
Minister for Commerce.
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OPERATIONAL STRUCTURE

Enabling Legislation

The Construction Industry Long Service Leave Scheme (the Scheme) was established by "The Construction
Industry Portable Paid Long Service Leave Act, 1985' (the Act) which was assented to on 13 December 1985.

The Act and the Regulations prescribing the Awards to be included in the Scheme were proclaimed on 19
December 1986. The Scheme commenced by Ministerial Order on the appointed day of 6 January 1987.

Responsible Minister

The Honourable Michael Mischin MLC, Attorney General; Minister for Commerce.

Mission

To provide a financially sustainable portable Long Service Leave Scheme for eligible Western Australian
construction industry employees.

Objectives
1. To fully implement the Scheme within the Western Australian construction industry:-

. By ensuring all eligible employers are registered and that contributions are being paid for
eligible employees; and

. By registering all eligible construction industry employees.
2. To minimize the contribution rate payable:-

3 By maximizing the rate of return on investment funds; and

° By minimizing the administrative cost of the Scheme.
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OPERATIONAL STRUCTURE (continued)
The Board

Formal title: Construction Industry Long Service Leave Payments Board (the Board)
Business name: MylLeave

Appointment

The Act provides for the Scheme to be administered by the Board which is a body corporate comprising of seven
members. The members of the Board are appointed by the responsible Minister for a period of two years. Current
Board members’ appointments end on 24 September 2013.

In accordance with the provisions of the Act, two members representing employers are selected by the
responsible Minister from nominations by the Master Builders Association of W.A. and the Chamber of Commerce

and Industry of W.A.

To represent employees two members are selected from nominations by Unions W.A. and the Building Trades
Associations of Unions of W.A.

Also in accordance with the Act the Minister appoints:
e one person who in the Minister's opinion represents the interests of employers in the construction

industry
e one person who in the Minister's opinion represents the interests of employees in the construction
industry

The Chair is a separate appointment by the Minister.

Board Members
CHAIR

Ms L. Gibbs LLB

MEMBERS
Representing employers Representina emplovees:
Mr D. Lee Mr M. Buchan (Appointed 17/12/12)
Mr M. MclLean Mr S. McCartney
Mr R. Sputore Mr L. McLaughlan

Mr K. Revnolds (Resianed 03/10/12)

Board Meetings Attendance

NUMBER OF MEETINGS NUMBER
ELIGIBLE TO ATTEND ATTENDED

Ms L. Gibbs (Chair) 7 7
Mr M. Buchan 3 1

Mr D. Lee 7 7

Mr S. McCartney 7 3

Mr L. McLaughlan 7 5

Mr M. McLean 7 6

Mr K. Reynolds 4 0

Mr R. Sputore 7 6

Senior Officers

Mr F. J. Youens CPA, F Fin, MAICD Mr J. Flint FCPA, FCIS, FCSA, P.Grad Bus, B.Bus
Chief Executive Officer Finance & Administration Manager
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STATEMENT OF COMPLIANCE
FOR THE YEAR ENDED 30 JUNE 2013

Key Legislation Impacting on Activities

A New Tax System (Goods and Services Tax Act) 1999
Auditor General Act 2006

Crime Corruption Commission Act 2003

Disability Services Act 1993

Electoral Act 1907

Equal Opportunity Act 1984

Financial Management Act 2006

Financial Management (Transitional Provisions) Act 2006
Freedom of Information Act 1992

Fringe Benefits Tax Assessment Act 1986

Government Financial Responsibility Act 2000

Income Tax Assessment Act 1936 (Cth)

Income Tax Act 1986

Industrial Relations Act 1979

Library Board of Western Australia Act 1951

Minimum Conditions of Employment Act 1993
Occupational Safety and Health Act 1984

Payroll Tax Assessment Act 2002

Public Interest Disclosure Act 2003

Public Sector Management Act 1994

State Records Act 2000

Superannuation Guarantee (Administration) Act 1992
Taxation Administration Act 2003

Trustees Act 1962

Workers Compensation and Injury Management Act 1981

In the financial administration of the Scheme the Board has complied with the requirements of the Financial
Management Act 2006 and other relevant written law and exercised controls which provide reasonable assurance
that the receipt and expenditure of monies and the acquisition and disposal of public property and incurring of

liabilities have been in accordance with legislative provisions.

At the date of signing the Board is not aware of any circumstances which would render the particulars included in

this statement misleading or inaccurate.
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STATEMENT OF COMPLIANCE
FOR THE YEAR ENDED 30 JUNE 2013

Performance Management Framework

Outcome Based Management Framework

A financially sustainable portable Long Service Leave Scheme for eligible Western Australian construction industry
employees.

Changes to the Outcome Based Management Framework

The Board’s Outcome Based Management Framework did not change during 2012/2013.

Shared Responsibilities with Other Agencies

The Board does not share responsibilities with any other agencies.

Report on Operations

Financial Targets: Actual performance compared to the Board’s Budget Estimates

201213 201213 2012-13
Estimate (1) Actual Variation
$000 $000 $000

(1) As per the Board's Budget estimates.

(a) Number of employees contributed for and employees’ ordinary pay were higher than estimated

(b) The investment return was 17.1%pa compared to the estimate of 6.18%pa.
Investment Income comprises:
= Net investment revenue;
Interest revenue;
Loss/gain on disposal of investments;
Impairment losses of investments; and
Change in the fair value of available-for-sale financial assets.

(c) Equity variance due to the net impact of (a) and (b) and also
= 30 June 2012 Total Equity less than forecast, and
= 30 June 2013 Accrued LSL Benefits Liability greater than forecast.
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STATEMENT OF COMPLIANCE
FOR THE YEAR ENDED 30 JUNE 2013

Key Performance Indicators:

Actual performance compared to the Board’s Budget Forecast

Outcome: A financially sustainable portable
Long Service Leave Scheme for eligible
Western  Australian  construction  industry
employees.

Key Effectiveness Indicators:

(i eligible employers who have registered
with the Board.

(ii) eligible and registered construction
industry employees for  whom
contributions have been made.

(iii) qualifying service profile of construction
industry employees  for  whom
contributions have been made:-

- Total number of employees qualified
for a long service leave benefit

(iv) construction industry employees who
have received a long service leave
payment.

(v) eligible employers long service leave

contribution rate.

(vi) annual return derived from the Board's
investments.

Service: Management of the Construction
Industry Long Service Leave Scheme.

Key Efficiency Indicators:

(i) average administrative cost per
registered construction industry
employee.

i) full time equivalent staff employed per
thousand of registered Western
Australian construction industry
employees.

(1) As per the Board’s Budget, internal modelling and actuarial forecasts.

201213
Estimate (1)

4,912

69,619

12,371

2,843

2.00%

6.18%

$42.89p.a

0.17
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201213
Actual

4,892

76,748

11,706

3,112

2.00%

17.09%

$27.44 p.a

0.14
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201213
Variation

(20)

7,129

(665)

269

+10.91%

($15.45) p.a

(0.03)
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STATEMENT OF COMPLIANCE
FOR THE YEAR ENDED 30 JUNE 2013

Significant Issues and Trends
Current and emerging issues and trends

MyLeave monitors construction industry trends and market commentary to ensure the MyLeave operations are
well structured to address changes in the industry.

Over recent months numerous credible sources have commented to the effect that, in WA, the construction
industry may have peaked. These sources include Bank of America, AMP Capital Investors, Bureau of Resources
& Energy Economics and Chamber of Commerce & Industry WA.  Furthermore, in May, the Australian
Construction Industry Forum “ACIF" released its long term industry forecasts. For WA, ACIF specifically
commented “The short term outlook is for activity levels to grow and peak. This is followed by a sustained decline
over the medium term.”

in addition to the above, in June Goldman Sachs predicted there is a one-in-five chance of Australia dipping into a
recession. The National Australia Bank chairman Michael Chaney also made negative comments in June that the
national economy is facing a “perfect storm” and that growing pessimism in the resources sector was hurting
confidence in the WA economy.

Whilst in WA residential building is forecast to have a strong recovery from last years very weak levels, this
growth is anticipated to be more than offset by a reduction in the engineering construction sector.

The quarterly worker data submitted by employers to MylLeave indicates that the growth rate has plateaued.

As MylLeave has grown in line with industry activity there has been an increasing annual volume of payments
made to workers. Between 2011 and 2012 the increase was 12% and from 2012 to 2013 the increase was 22%.
If, as forecast, the industry weakens then this will have a direct impact on payment volumes; workers will take
termination payments as they complete projects and / or will take leave from employers in conjunction with
industry contraction.

Increasing payment volumes means that MyLeave will need to maintain an appropriate level of staffing and

sufficient cash liquidity to meet worker payments - this will be in conjunction with a reduction in Contribution Levy
revenue from employers as their workforce contracts.

Changes in Written Law

There were no changes in any written law that affect the Board during the financial year

Likely Developments

Nil
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STATEMENT OF COMPLIANCE
FOR THE YEAR ENDED 30 JUNE 2013

Disclosure and Legal Compliance

FINANCIAL STATEMENTS

CERTIFICATION OF FINANCIAL STATEMENT:

The accompanying financial statements of the Construction Industry Long Service Leave Payments Board 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 financial year ending 30 June 2013 and the financial

position as at 30 June 2013.

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

Signed this ........coeceeiiiiiiiiiiiiiiiii day of August, 2013

AUDITED

33

RSP S Mattrviy

Member of the Board Member of the Board
N MN2
S\ \ i

Mr J. Flint

Chief Finance Officer
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STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 JUNE 2013

INCOME

Revenue

Contribution from employers
Employer surcharges

Net investment revenue
Interest revenue

Property revenue

Gains
Net gain on disposal of investments

TOTAL INCOME

EXPENSES

Long service leave payments
Impairment losses of investments
Employee benefits expense
Supplies and services

Depreciation and amortisation expense
Finance costs

Accommodation expenses
Accrued long service leave liability
Net loss on disposal of investments
Other expenses

TOTAL EXPENSES

PROFIT/(LOSS) FOR THE PERIOD

OTHER COMPREHENSIVE INCOME

Change in the fair value of available-for-sale

Financial assets

Total other comprehensive income

Note

~N®

TOTAL COMPREHENSIVE INCOME/(LOSS) FOR THE

PERIOD

2013
$000

72,611

13,263
1,108

38,548

125,531

24,786
2,740
1,578
1,805

31

60

270
28,907

320

60,497

65,034

65,034

CONSTRUCTION
INDUSTRY
LONG SERVICE

2012
$000

68,721

14,724
1,210

103.571

(18,913)

(18,913)

The Statement of Comprehensive Income should be read in conjunction with the accompanying notes
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STATEMENT OF FINANCIAL POSITION

AS AT YEAR END 30 JUNE 2013

ASSETS

Current Assets

Cash and cash equivalents
Receivables

Other current assets
Available-for-sale financial assets
Total Current Assets

Non-Current Assets
Property, plant and equipment
Intangible assets

Total Non-Current Assets

TOTAL ASSETS

LIABILITIES

Current Liabilities

Accrued long service leave benefits liability
Payables

Provisions

Total Current Liabilities

Non-Current Liabilities

Accrued long service leave benefits liability
Provisions

Total Non-Current Liabilities

TOTAL LIABILITIES

NET ASSETS/(LIABILITIES)

EQUITY
Accumulated surplus/(losses)

EQUITY/(DEFICIT)

Note

19
20

24

2013
$000

10,529
541
19,770
331,831
362,671

91
1
92

362,763

173,217
757
240
174,214

126,145

134
126,279
300,493

62,270

62,270

62,270

CONSTRUCTION
INDUSTRY
LONG SERVICE
LEAVE

2012
$000

24,851
438
15,927
227,500
268,806

67
4
71

268.877

154,086
816
261
155,163

116,369

109
116.478
271,641

(2,764)

(2,764)

(2.764)

The Statement of Financial Position should be read in conjunction with the accompanying notes
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STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30 JUNE 2013

Accumulated

surplus/ Equity
Note (losses) Deficit
$000 $000
Balance at 1 July 2011 16,149 16,149
Surplus/(deficit) (18,913) (18,913)
Other comprehensive income - B
Total comprehensive income/(loss) for the
year (2,764) (2,764)
Balance at 30 June 2012 24 (2,764) (2,764)
Balance at 1 July 2012 (2,764) (2,764)
Surplus/(deficit) 65,034 65,034
Other comprehensive income - -
Total comprehensive income/(loss) for the
year 65,034 65,034
Balance at 30 June 2013 24 62,270 62,270

The Statement of Changes in Equity should be read in conjunction with the accompanying notes.
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STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2013

CASH FLOWS FROM OPERATING
ACTIVITIES

Receipts

Receipts from employers

Interest received

GST receipts from taxation authority
Other receipts

Payments

Employee benefits

Supplies and services

Finance costs

Accommodation

Payments for long service leave
Other payments

Net cash provided by operating
activities

CASH FLOWS FROM INVESTING
ACTIVITIES

Receipts

Proceeds from sale of investments
Distributions received

Payments

Purchase of non-current physical
assets
Purchase of investments

Net cash (used in) investing activities

Net increase/(decrease) in cash and
cash equivalents

Cash and cash equivalents at the
beginning of period

CASH AND CASH EQUIVALENT
ASSETS AT THE END OF PERIOD

Note

CONSTRUCTION
INDUSTRY
LONG SERVICE
LEAVE SCHEME

2013 2012
$000 $000

72,280 67,500

1,108 1,210

58

2

(1,573) (1,301)
(1,914) (1,828)

(60) (61)

(270) (296)
(24,786) (20,500)

(195) (272)

25 44,590 44,512
344,970 31,045
9,574 14,724

(51) (11
(413,405) (75,468)
(58,912) (29,710)
(14,322) 14,802
24,851 10,049

25 10,529 24,851

The Statement of Cash Flows should be read in conjunction with the accompanying notes
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30 JUNE 2013

1. Australian Accounting Standards
General

The Construction Industry Long Service Leave Payments Board's (“the Board”) financial
statements for the year ended 30 June 2013 have been prepared in accordance with
Australian Accounting Standards. The term ‘Australian Accounting Standards’ includes
Standards and Interpretations issued by the Australian Accounting Standards Board
(AASB).

The Board has adopted any applicable, new and revised Australian Accounting
Standards from their operative dates.

Early adoption of standards

The Board cannot early adopt an Australian Accounting Standard or Interpretation
unless specifically permitted by Tl 1101 ‘Application of Australian Accounting Standards
and Other Pronouncements’. There has been no early adoption of Australian
Accounting Standards that have been issued or amended (but are not operative) by the
Board for the annual reporting period ended 30 June 2013.

2. Summary of significant accounting policies

(a) General Statement

The Board is a not-for-profit reporting entity that prepares general purpose financial
statements in accordance with Australian Accounting Standards, the Framework,
Statements of Accounting Concepts and other authoritative pronouncements of the
AASB as applied by the Treasurer's instructions. Several of these are modified by the
Treasurer's instructions to vary application, disclosure, format and wording.

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

Where modification is required and has had 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.

Page 16

AUDITED 3
=



OAG
AUDITED

33

CONSTRUCTION

INDUSTRY
LONG SERVICE
LEAVE

NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30 JUNE 2013

(b) Basis of Preparation

The financial statements have been prepared on the accrual basis of accounting using
the historical cost convention, except for financial instruments classified as available-for-
sale.

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

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

Judgements made by management in applying accounting policies discloses judgements
that have been made in the process of applying the Board’s accounting policies resulting
in the most significant effect on amounts recognised in the financial statements.

The key assumptions made concerning the future, and other key sources of estimation
uncertainty at the end of the reporting period that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next
financial year are disclosed at Note 4 ‘Key sources of estimation uncertainty’.

At 30 June 2013 the Board has an excess of assets over liabilities of $62.3 million (2012:
excess of liabilities over assets of $2.7 million).

(c) Reporting Entity

The reporting entity comprises the Construction Industry Long Service Leave Payments
Board.

(d) Income
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:

Contribution from employers

Contributions from employers are due at the end of each 3 month period. Consequently
contributions due in respect of the quarterly period to 30 June 2013 have been accrued.

Investment revenue

Investment revenue comprises distributions received from managed funds investments
and is recognised when the Board becomes entitled to receive the distributions.

Interest

Revenue is recognised as the interest accrues

Gains

Gains may be realised or unrealised and are usually recognised on a net basis. These

include gains arising on the disposal of non-current assets and gains on redemptions of
investments in managed funds.
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NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDING 30 JUNE 2013

(e} Property, Plant and Equipment
Capitalisation/expensing of assets

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

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

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

Subsequent measurement

Subsequent to initial recognition as an asset, the cost model is used for the
measurement of all other property, plant and equipment. All other items of property, plant
and equipment are stated at historical cost less accumulated depreciation and
accumulated impairment losses.

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. Estimated useful lives for each class of depreciable asset are:

Leasehold improvements 5 years

Furniture and fittings 10 years
Office equipment 3 to 5 years
Motor vehicles 6 to 7 years

(f) Intangible Assets
Capitalisation/expensing of assets

Acquisitions of intangible assets costing $5,000 or more are capitalised. The cost of
utilising the assets is expensed (amortised) over their useful life. Costs incurred of less
than $5,000 are immediately expensed directly to the Statement of Comprehensive
Income.

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

The cost model is applied for subsequent measurement requiring the asset to be carried
at cost less any accumulated amortisation and accumulated impairment losses.
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Amortisation for intangible assets with finite useful lives is calculated for the period of the
expected benefit (estimated useful life) on the straight line basis using rates which are
reviewed annually. All intangible assets controlled by the Board have a finite useful life
and zero residual value. The expected useful lives for each class of intangible asset are:

Licences 3 to 5 years

Licences
Licences have a finite useful life and are carried at cost less accumulated amortisation
and accumulated impairment losses

Computer software

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

(g) Impairment of Assets

Property, plant and equipment and intangible assets are tested for any indication of
impairment at each reporting period. Where there is an indication of impairment, the
recoverable amount is estimated. Where the recoverable amount is less than the
carrying amount, the asset is considered impaired and is written down to the recoverable
amount and an impairment loss is recognised. Where an asset measured at cost is
written down to recoverable amount, an impairment loss is recognised in profit or loss.
Where a previously revalued asset is written down to recoverable amount, the loss is
recognised as a revaluation decrement in other comprehensive income.

As the Board is a not-for-profit entity, uniess an asset has been identified as a surplus
asset, the recoverable amount is the higher of an asset's fair value less costs to sell and
depreciated replacement cost.

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

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

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

(h) Leases

The Board has entered into a number of operating lease arrangements for the rent of the
office building and motor vehicles where the lessors effectively retain all of the risks and
benefits incidental to ownership of the items held under the operating leases. Lease
payments are expensed on a straight line basis over the lease terms as this represents
the pattern of benefits to be derived from the leased property and motor vehicles.
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(i} Financial Instruments

In addition to cash, the Board has the following categories of financial instrument:
e Loans and receivables
¢ Financial liabilities measured at amortised cost

e Available-for-sale financial assets (includes units in quoted managed
investment funds and managed listed shares).

These have been disaggregated into the following classes:

Financial Assets
e Cash and cash equivalents
® Receivables
e Units in quoted managed investment funds and managed listed shares
e Term deposits

Financial Liabilities
e Payables

Initial recognition and measurement of financial instruments is at fair value which
normally equates to the transaction cost or face value. Subsequent measurement is at
amortised cost using the effective interest method.

The fair value of short-term receivables and payables is the transaction cost or the face
value because there is no interest rate applicable and subsequent measurement is not
required as the effect of discounting is not material. Fair value of the available-for-sale
financial assets are based on current bid prices.

(j) Cash and Cash Equivalents

For the purpose of the Statement of Cash Flows, cash and cash equivalent assets
comprise cash on hand and short-term deposits with original maturities of three months
or less that are readily convertible to a known amount of cash and which are subject to
insignificant risk of changes in value.

(k) Receivables

Receivables are recognised at original invoice amount less an allowance for any
uncollectible amounts. The collectability of receivables is reviewed on an ongoing basis
and any receivables identified as uncollectible are written-off. The allowance for
uncollectible amounts (doubtful debts) is raised when there is objective evidence that the
Board will not be able to collect its debts. The carrying amount is equivalent to fair value
as it is due for settliement within 30 days.

() Investments and Other Financial Assets

The Board classifies its investments into the following categories: loans and receivables
and available-for-sale financial assets. The classification depends on the purpose for
which the investments were acquired. Management determines the classification of its
investments at initial recognition and re-evaluates this designation at each reporting
date. Investments not at fair value are initially recognised at cost being the fair value of
consideration given, including directly attributable transaction costs.

(i) Loans and receivables
Loans and receivables are subsequently measured at amortised cost using the effective

interest method. Amortised cost is calculated by taking into account any discount or
premium on acquisition, over the period to maturity.
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() Investments and Other Financial Assets (continued)
(i) Available-for-sale financial assets

Available-for-sale financial assets, comprising principally marketable units and shares
in managed investment funds, are non-derivatives that are either designated in this
category or not classified in any of the other categories.

After initial recognition, available-for-sale financial assets are measured at fair value.
Gains or losses on available-for-sale financial assets are recognised as a separate
component of equity until the investment is sold, collected or otherwise disposed of,
or until the investment is determined to be impaired, at which time the cumulative
gain or loss previously reported in equity is included in the Statement of
Comprehensive Income. The fair value of quoted investments are based on current
bid prices.

Purchases and sales of investments are recognised on trade-date — the date on
which the Board commits to purchase or sell the asset. Financial assets are
derecognised when the rights to receive cash flows from the financial assets have
expired or have been transferred and the Board has transferred substantially all the
risks and rewards of ownership.

The Board assesses at each balance date whether there is objective evidence that a
financial asset or group of financial assets is impaired. If there is no objective
evidence of impairment then no action is taken at that time. However if there is
objective evidence of impairment, then the Board calculates the amount of any loss
and recognises it during that reporting period.

(m) Payables

Payables are recognised when the Board becomes obliged to make future payments
as a result of a purchase of assets or services at fair value, as they are generally
settled within 30 days.

(n) Provisions

Provisions are liabilities of uncertain timing and amount. The Board only recognises
a provision where there is a present legal or constructive obligation as a result of a
past event and when the outflow of resources embodying economic benefits is
probable and a reliable estimate can be made of the amount of the obligation.
Provisions are reviewed at each reporting period.

Other Provisions

Employment on-costs

Employment on-costs, including workers’ compensation insurance and payroll tax,
are not employee benefits and are recognised separately as liabilities and expenses
when the employment to which they relate has occurred. Employment on-costs are

not included as part of the Board’s ‘Employee benefits expense’ and the related
liability is included in Employment on-costs provision.
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(n) Provisions (continued)
Employee Benefits
Annual Leave and Long Service Leave

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

When assessing expected future payments consideration is given to expected future wage
and salary levels including non-salary components such as employer superannuation
contributions. In addition, the long service leave liability also considers the experience of
employee departures and periods of service.

The expected future payments are discounted using market yields at the end of the
reporting period on national government bonds with terms to maturity that match, as closely
as possible, the estimated future cash outflows.

All annual leave and unconditional long service leave provisions are classified as current
liabilities as the Board does not have an unconditional right to defer settlement of the
liability for at least 12 months after the reporting period.

Conditional long service leave provisions are classified as non-current liabilities because
the Board has an unconditional right to defer the settlement of the liability until the
employee has completed the requisite years of service.

Superannuation

The Government Employees Superannuation Board (GESB) and other funds administer
public sector superannuation arrangements in Western Australia in accordance with
legislative requirements. Eligibility criteria for membership in particular schemes for public
sector employees varies according to commencement and implementation dates.

Eligible employees may contribute to the Pension Scheme, a defined benefit pension
scheme closed to new members since 1987, or to the Gold State Superannuation
Scheme (GSS), a defined benefit Jump sum scheme closed to new members since 1995.

Employees commencing employment prior to 16 April 2007 who are not members of either
the Pension Scheme or the GSS Schemes become non-contributory members of the West
State Superannuation Scheme (WSS). Employees commencing employment on or after
16 April 2007 became members of the GESB Super Scheme (GESBS). From
30 March 2012, existing members of the WSS or GESBS and new employees became able
to choose their preferred superannuation fund
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(n) Provisions (continued)
Superannuation (continued)

The Board makes concurrent contributions to GESB or other funds on behalf of
employees in compliance with the Commonwealth Government's Superannuation
Guarantee (Administration) Act 1992. Contributions to these accumulation schemes
extinguish the Board’s liability for superannuation charges in respect of employees who
are not members of the Pension Scheme or GSS.

Prior to July 1991 the Board had a private superannuation scheme for employees. This
has since been wound up with all assets and members entitlements transferred to
Asgard. The Board contributes to Asgard for those members still employed by the
Board and the contributions made to this scheme extinguish any future liability for the
Board.

The GSS Scheme, the WSS Scheme and the GESBS Scheme, where the current
service superannuation charge is paid by the Board to the GESB, are defined
contribution schemes. The liabilities for current service superannuation charges under
the GSS Scheme, the WSS Scheme and the GESBS Scheme are extinguished by the
concurrent payment of employer contributions to the GESB.

The GSS Scheme is a defined benefit scheme for the purposes of employees and
whole of government reporting. However, from an agency perspective, apart from the
transfer benefits, it is a defined contribution plan under AASB119.

(o) Superannuation expense

The superannuation expense of the defined contribution plans is recognised as and
when the contributions fall due.

(p) Accrued Salaries

Accrued salaries represent the amount due to staff but unpaid at the end of the
financial year, as the end of the last pay period for that financial year does not coincide
with the end of the financial year. Accrued salaries are settled within a few days of the
financial year end. The Board considers the carrying amount of accrued salaries to be
equivalent to the net fair value.

(q) Finance costs

Finance costs are comprised of bank charges on the bank accounts held by the Board
and are expensed when incurred.

(r) Comparative figures

Comparative figures are, were appropriate, reclassified to be comparable with the
figures presented in the current financial year.
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3. Judgements made by management in applying accounting policies

There have been no judgements made by management in applying accounting policies that have
significant effect.

The Board has entered into a lease for building accommodation. The lease relates to the building of
a temporary nature and it has been determined that the lessor retains substantially all the risks and
rewards incidental to ownership. Accordingly, these leases have been classified as operating
leases.

4. Key sources of estimation uncertainty

Key estimates and assumptions concerning the future are based on historical experience and
various other factors that have a significant risk of causing a material adjustment to the carrying
amount of assets and liabilities within the next financial year.

Long Service Leave

Several estimations and assumptions used in calculating the Board’s long service leave provision
include expected future salary rates, discount rates, employee retention rates and expected future
payments. Changes in these estimations and assumptions may impact on the carrying amount of
the long service leave provision.

5. Disclosure of changes in accounting policy and estimates

Initial application of an Australian Accounting Standard

The Board has applied the following Australian Accounting Standards effective for annual reporting
periods beginning on or after 1 July 2012 that impacted on the Board.

AASB 2011-9 Amendments to Australian Accounting Standards — Presentation of ltems
of Other Comprehensive Income [AASB 1, 5, 7, 101, 112, 120, 121, 132,
133, 134, 1039 & 1049]

This Standard requires to group items presented in other comprehensive
income on the basis of whether they are potentially reclassifiable to profit or
loss subsequently (reclassification adjustments). There is no financial
impact.

Voluntary changes in Accounting Policy
There have been no significant voluntary changes in accounting policy.

Future impact of Australian Accounting Standards not yet operative

The Board cannot early adopt an Australian Accounting Standard unless specifically permitted by TI 1101
Application of Australian Accounting Standards and Other pronouncements. Consequently, the Board has
not applied early any of the following Australian Accounting Standards that have been issued that may
impact the Board. Where applicable, the Board plans to apply these Australian Standards from their

application date.
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Financial Instruments

This Standard supersedes AASB 139 Financial
Instruments: Recognition and Measurement,
introducing a number of changes to accounting
treatments.

AASB 2012-6 Amendments to Australian Accounting
Standards — Mandatory Effective Date of AASB 9 and
Transition Disclosures amended the mandatory
application date of this Standard to 1 January 2015.

The Board has not yet determined the application or the
potential impact of the Standard.

Consolidated Financial Statements

This Standard supersedes AASB 127 Consolidated and
Separate  Financial Statements and Int 112
Consolidation — Special Purpose Entities, introducing a
number of changes to accounting treatments.

Mandatory application of this Standard was deferred by
one year for not-for-profit entities by AASB 2012-10
Amendments to Australian Accounting Standards -
Transition Guidance and Other Amendments. The
Board has not yet determined the application or the
potential impact of the Standard.

Joint Arrangements

This Standard supersedes AASB 131 Interests in Joint
Ventures, introducing a number of changes to
accounting treatments.

Mandatory application of this Standard was deferred by
one year for not-for-profit entities by AASB 2012-10.
The Board has not yet determined the application or the
potential impact of the Standard.

Disclosure of Interests in Other Entities

This Standard supersedes disclosure requirements
under AASB 127 Consolidated and Separate Financial
Statements and AASB 131 Interests in Joint Ventures.

Mandatory application of this Standard was deferred by
one year for not-for-profit entities by AASB 2012-10.
The Board has not yet determined the application or the
potential impact of the Standard.

Fair Value Measurement

This Standard defines fair value, sets out a framework
for measuring fair value & requires additional
disclosures about fair value measurements. There is no
financial impact.
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Employee Benefits

This Standard supersedes AASB 119 (October 2010)
making changes to the recognition, presentation and
disclosure requirements. Actuarial gains and losses of
the defined benefit plans will be recognised in other
comprehensive income {(currently in profit or loss). This
will impact profit or loss but not total comprehensive
income for the period. The effect of discounting annual
leave and long service leave liabilities that were
previously measured at the undiscounted amounts is
not material.

Separate Financial Statements

This Standard supersedes AASB 127 Consolidated and
Separate Financial Statements, introducing a number of
changes to accounting treatments.

Mandatory application of this Standard was deferred by
one year for not-for-profit entities by AASB 2012-10.
The Board has not yet determined the application or the
potential impact of the Standard.

Investments in Associates and Joint Ventures

This Standard supersedes AASB 128 Investments in
Associates, introducing a number of changes to
accounting treatments.

Mandatory application of this Standard was deferred by
one year for not-for-profit entities. The Board has not
yet determined the application or the potential impact of
the Standard.

Application of Tiers of Australian Accounting Standards

This Standard establishes a differential financial
reporting framework consisting of two tiers of reporting
requirements for preparing general purpose financial
statements. There is no financial impact.

Budgetary Reporting

This Standard specifies the nature of budgetary
disclosures, the circumstances in 