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NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
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TS DEPARTMENT OF IMMIGRATION AND MULTICULTURAL AFFAIRS
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2000

Note Description
1. Objectives of the Department
2. Summary of Significant Accounting Policies
3. Events Occurring after Balance Date
4. Operating Revenues
5. Operating Expenses
6. Grants
7. Abnormal Items
8. Financial Assets
9. Non-financial Assets
10. Debt
11. Provisions and Payables
12. Equity
13. Resources received free of charge
14. Cash flow reconciliation
15. Remote Contingencies
16. Appropriations
17. Reporting of Outcomes
18. Executive Remuneration
19. Services provided by the Auditor-General
20. Act of Grace payments and Waivers
21. Average Staffing levels
22. Financial instruments

Note 1:  Objectives of Department
The objective of the Department of Immigration and Multicultural Affairs is to manage the movement of people into and out of Australia.
The Department produces eight outputs which contribute toward the achievement of two outcomes:

Outcome 1: Lawful and orderly entry and stay of people.
Output 1.1: Non-humanitarian entry and stay
Output 1.2: Refugee and humanitarian entry and stay
Output 1.3: Enforcement of immigration law
Output 1.4: Safe Havens

Outcome 2: A society which values Australian citizenship, appreciates cultural diversity, and enables migrants to participate equitably.
Output 2.1: Settlement services
Output 2.2: Translating and interpreting services
Output 2.3: Australian citizenship
Output 2.4: Appreciation of cultural diversity

Note 2: Summary of significant accounting policies
2.1 Basis of Accounting
The financial statements are required by section 49 of the Financial Management and Accountability Act 1997 and are a general purpose financial
report.

The statements have been prepared in accordance with:
- Requirements for the Preparation of Financial Statements of Commonwealth Agencies and Authorities made by the Minister for Finance and

Administration in August 1999 (Schedule 2 to the FMA Orders)
- Australian Accounting Standards
- other authoritative pronouncements of the Australian Accounting Standards Boards; and
- the Consensus Views of the Urgent Issues Group.

The statements have been prepared having regard to:
- Statements of Accounting Concepts; and
- the Explanatory Notes to Schedule 2 issued by the Department of Finance and Administration.

The financial statements have been prepared on an accrual basis and are in accordance with the historical cost convention, except for certain
assets which, as noted, are at valuation. Except where stated, no allowance is made for the effect of changing prices on the results or the financial
position.

The continued existence of the Department in its present form, and with its present programs, is dependent on Government policy and on
continuing appropriations by Parliament for the Department’s administration and programs.
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2.2 Changes in Accounting Policy
Changes in accounting policy have been identified in this note under their appropriate headings.

2.3 Department and Administered Items
Departmental assets, liabilities, revenues and expenses are those items that are controlled by the Department. They are used by the Department
in producing its outputs, including:
- computers plant and equipment used in providing goods and services;
- liabilities for employee entitlements;
- revenues from appropriations;
- revenue from user charges, etc. where the proceeds are deemed appropriated under s31 of the Financial Management and Accountability

Act 1997; and
- employee expenses and other administrative expenses incurred in producing Department outputs.

Administered items are those which are controlled by the Government and managed or oversighted by the Department on behalf of the Government.
These items include benefit payments and other taxes, fees and fines.

The purposes of the separation of Administered and Departmental items is to enable assessment of the administrative efficiency of the Department
in providing goods and services.

The basis of accounting described in Note 2.1 applies to both Departmental and Administered items.
Administered items are distinguished from Departmental items in the financial statements by shading.

2.4 Reporting by Outcomes
A comparison of Budget and Actual figures by outcome specified in the Appropriation Acts relevant to the Department is presented in Note 17.
The net cost to Budget outcomes shown includes intra-Government costs that are eliminated in calculating the actual budget outcome for the
Government overall.

2.5 Revenues from Government
Revenues from Government are revenues relating to the core operating activities of the Department.
Policies for accounting for revenue from Government follow; amounts and other details are given in Note 4.

Department Appropriations
From 1 July 1999, the Commonwealth Budget has been prepared under an accruals framework.

Appropriations to Immigration & Multicultural Affairs for its departmental outputs are recognised as revenue to the extent they have been received
into the Department’s bank account or are entitled to be received by the Department at year end.

Appropriations to Immigration & Multicultural Affairs for its departmental capital items are recognised directly in equity, to the extent that the
appropriation has been received into the Department’s bank account.

Appropriations for departmental capital items for 1999-2000 include, as carryovers, the re-appropriation to the Department of the certain unspent
amounts from 1998-99. These amounts were recognised directly in equity in the financial statements for 1998-99.

This is a change in the policy adopted in prior years when Department appropriations, other than running costs, were recognised as revenue to
the extent that the appropriations were spent. Amounts appropriated for Department running costs were recognised as revenue in the year of
appropriation, except to the extent of:
- unspent amounts not automatically carried over into the new financial year, and
- running costs borrowings.

Administered appropriations
Appropriations for administered expenses are recognised as revenue to the extent that expenses have been incurred up to the limit, if any, of each
appropriation.  Appropriations for administered capital are recognised as the amount appropriated by Parliament.

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

Contributions of assets at no cost of acquisition or for nominal consideration are recognised at their fair value when the asset qualifies for
recognition, unless received from another Government Department as a consequence of a restructuring of administrative arrangements.

In the latter case, the assets are initially recognised at the amounts at which they were recognised by the transferring Department immediately
prior to the transfer.

In prior years, net assets received under a restructuring of administrative arrangements were recognised as a revenue. From 1 July 1999, such
asset transfers are designated as transactions of owners and adjusted directly against equity.

2.6 Other Revenue
Revenue from the sale of goods is recognised upon the delivery of goods to customers. Interest revenue is recognised on a proportional basis
taking into account the interest rates applicable to the financial assets. Revenue from disposal of non-current assets is recognised when control
of the asset has passed to the buyer.

Department revenue from the rendering of a service is recognised by reference to the stage of completion of contracts or other agreements to
provide services to Commonwealth bodies.

The stage of completion is determined according to the proportion that costs incurred to date bear to the estimated total costs of the transaction.

Fees are charged for entry to Australia. Administered revenue is recognised at the time of payment, is non-refundable, and means the payer will
enter the country. Administered fines are recognised in the period in which the breach of access rights occurs.

All revenues described in this note are revenues relating to the core operating activities of the Department, whether in its own right or on behalf
of the Commonwealth. Details of revenue amounts are given in Note 4.
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The Department administers a number of grant schemes on behalf of the Commonwealth.

Grant liabilities are recognised to the extent that:
(I) the services required to be performed by the grantee have been performed, or
(ii) the grant eligibility criteria have been satisfied.

A commitment is recorded when the Commonwealth has a binding agreement to make the grants but services have not been performed, or
criteria satisfied. Where grants moneys are paid in advance of performance or eligibility, a prepayment is recognised.

2.8 Employee Entitlements
Leave
The liability for employee entitlements includes provision for annual leave and long service leave. No long service leave accrues for overseas
posts’ locally engaged staff who commenced after 12 December 1978. No provision has been made for sick leave as all sick leave is non-vesting
and the average sick leave taken in future years by employees of the Department is estimated to be less than the annual entitlement for sick leave.

The liability for annual leave reflects the value of total annual leave entitlements of all employees (except locally engaged staff at overseas posts)
at 30 June 2000 and is recognised at the nominal value.

Employee entitlements for locally engaged staff at overseas posts is based on actual entitlements calculated by the overseas posts.

The non-current portion for liability for long service leave is recognised and measured at the present value of the estimated future cash flows to
be made in respect of all employees with three or more years of completed service. In determining the present value of the liability, the Department
has taken into account attrition rates and pay increases through promotion and inflation.

Separation and redundancy
Provision is also made for separation and redundancy payments in circumstances where the Department has formally identified positions as
excess to requirements and a reliable estimate of the amount of the payments can be determined.

Superannuation
Staff of the Department contribute to the Commonwealth Superannuation Scheme and the Public Sector Superannuation Scheme. Employer
contributions amounting to $17,031,204.33 (1998-99: $17,348,775) in relation to these schemes have been expensed in these financial statements.

No liability is shown for superannuation in the Statement of Department Assets and Liabilities as the employer contributions fully extinguish the
accruing liability which is assumed by the Commonwealth.

Employer Superannuation Productivity Benefit contributions totalled $3,452,498.63 (1998-99: $3,471,942).

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

Operating lease payments are charged to the Department’s Operating Statement on a basis which is representative of the pattern of benefits
derived from the leased assets. The net present value of future net outlays in respect of surplus space under non-cancellable lease agreements
is expensed in the period in which the space becomes surplus.

Lease incentives taking the form of “free” leasehold improvements and rent holidays are recognised as liabilities. These liabilities are reduced by
allocating lease payments between rental expense and reduction of the liability.

2.10 Cash
Cash includes notes and coins held, deposits at call with a bank or financial institution.

2.11 Financial Instruments
Accounting policies for financial instruments are stated at Note 22.

2.12 Acquisition of Assets
Assets are recorded at cost of acquisition, except as stated below. The cost of acquisition includes the fair value of assets transferred in exchange
and liabilities undertaken.

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

2.13 Property, plant and equipment
Asset recognition threshold
Purchases of property, plant and equipment are recognised initially at cost in the Balance Sheet, except for purchases costing less than $2,000
which are expensed in the year of acquisition (other than when they form part of a group of similar items which are significant in total).
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Revaluations
Schedule 2 requires that the property, buildings, infrastructure plant and equipment be progressively revalued in accordance with the ‘deprival’
method of valuation in successive 3-years cycles. Land is to be valued annually on the basis of its highest and best use, unless disposal is
restricted by legislation, zoning or Government policy. In the latter cases, the deprival basis should be used and the valuation at highest and best
use shown in a note.

The Department is implementing the requirements of Schedule 2, as
- freehold land was not revalued during 1999-2000;
- buildings on freehold land and leasehold improvements are revalued progressively on a temporal basis. The current cycles commenced in

1998-1999.
- plant and equipment (P&E) assets, whether at cost or under finance lease, are initially being revalued over the financial years 1997-98 to

1999-2000 by type of asset. In 1997-98 furniture and fittings were revalued. In 1998-99 all information technology assets were revalued. All
other P&E assets on hand at the commencement of the cycle have been revalued in 1999-2000.

Assets in each class acquired after the commencement of a progressive revaluation cycle are not captured by the progressive revaluation then in
progress.

The Department recognises all land at its current market buying price because disposal is restricted by legislation, zoning or Government policy.
Highest and best use (current market selling price) valuations, where different to current market buying prices, are disclosed in Note 9.

The Department recognises property plant and equipment other than land at its depreciated replacement cost.

Any assets which would not be replaced or are surplus to requirements are valued at net realisable value. At 30 June 2000, the Department had
no assets in this situation.

All valuations are independent.

Recoverable Amount Test
Schedule 2 requires the application of the recoverable amount test to departmental non-current assets in accordance with AAS10 Accounting for
the Revaluation of Non-Current Assets. The carrying amounts of these non-current assets have been reviewed to determine whether they are in
excess of their recoverable amounts. In assessing recoverable amounts, the relevant cash flows have been discounted to their present value.

Depreciation and Amortisation
Depreciable property plant and equipment assets are written-off to their estimated residual value over their estimated useful lives to the Department
using, in all cases, the straight line method of depreciation. Leasehold improvements are amortised on a straight-line basis over the lesser of the
estimated useful life of the improvements or the unexpired period of the lease.

Depreciation/amortisation rates (useful lives) and methods are reviewed at each balance date and necessary adjustments are recognised in the
current, or current and future reporting periods, as appropriate. Residual values are re-estimated for a change in prices only when assets are
revalued.

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

1999-00 1998-99

Buildings on freehold land 60 years 60 years
Leasehold improvements Lease term Lease term
Plant and equipment 4 to 10 years 3 to 7 years

The aggregate amount of depreciation allocated for each class of asset during the reporting period is disclosed in Note 5C.

2.14 Inventories
The Department does hold some inventories for sale - mainly Migration Booklets, for sale at $10 each. Inventories held for resale are valued at
the lesser of cost and net realisable value. Inventory not held for resale is valued at cost, unless they are no longer required, in which case they
are valued at net realisable value.

Costs incurred in bring each item of inventory to its present location and condition are assigned as follows:
- stores - purchase cost on a first-in-first-out basis.

The reporting threshold of $10,000 has been carried forward from last year.

2.15 Taxation
The Department is exempt from all forms of taxation except Fringe Benefits Tax and the Goods and Services Tax (relating to transactions with a
post-1 July 2000 service element).

2.16 Capital User Charge
A capital user charge of 12% is imposed by the Commonwealth on the net departmental assets of the Department. The charge is adjusted to take
account of asset gifts and revaluation increments during the financial year.

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

2.18 Insurance
The Commonwealth’s insurable risk managed fund, Comcover, commenced operations in 1999-00. Department of Immigration and Multicultural
Affairs has insured with the fund for risks other than workers’ compensation, which is dealt with via continuing arrangements with Comcare.
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Comparative figures have been adjusted to conform to changes in presentation in these financial statements where required.

Comparatives are not presented in Notes dealing with the Reporting on Outcomes, due to 1999-2000 being the first year of the implementation of
accrual budgeting.

2.20 Rounding
Amounts have been rounded to the nearest $1,000 except in relation to the following items:
- Act of Grace payments and Waivers;
- Remuneration of executives; and,
- Remuneration of auditors.

Note 3 - Events Occurring after Balance Date

Note 4 - Operating Revenues
Note 4A - Revenue from Government

Note 4C- Sales of Goods and Services

Note 4B - Administered Revenue from Government

Note 4E - Administered Interest

Note 4F - Administered - Other Sources of Non-taxation Revenue

Note 4I - Departmental Other Revenue from Independent Sources

Note 4G - Administered - Immigration Fees and Fines

Note 4H - Administered - Sales of Goods and Services

Note 4J - Foreign Exchange Gains

Note 4D- Net Gains from Sales of Assets
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Note 5 - Operating expenses
Note 5A - Employee Expenses

Note 5B - Suppliers Expenses

Note 5C - Depreciation and Amortisation

Note 5E - Write Down of Assets

Note 5G - Net Losses from Sales of Assets

Note 5D - Depreciation and Amortisation - Administered

Note 5F - Write Down of Administered Assets

Note 5H - Suppliers - Administered
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Note 7 - Abnormal Items
Note 7A - Detention Centres and Detention Operations

Note 6 - Grants

The surge in unauthorised boat arrivals in late 1999 and early 2000 created substantial resource exposure
for the Department in the areas of detention, protection visa processing and potential repatriation costs.
After additional estimates bills were tabled in Parliament, the Government agreed to fund the department
for resource expenses and capital requirements on the basis of the daily rate for the detention of the
unauthorised boat arrivals. Under the arrangement, the department has accrued a substantial level of
appropriation revenue beyond its appropriation activity expected in 1999-2000. The majority of the
appropriation receivable has been appropriated by Parliament in Appropriation Act No. 2, 2000-01. The
residual receivable will be considered in 2000-01 Additional Estimates processes for appropriations through
Appropriation Bill No. 4, 2000-01.

A substantial element of the expenses relating to these unauthorised boat arrivals has already been
incurred, particularly in relation to detention costs, and capital costs associated with building two new
Immigration Reception and Processing Centres (in Curtin, WA and Woomera, SA). A further substantial
portion of expenses will also be incurred in 2000-01 particularly in relation to further detention capital
expenditure, systems changes, protection visa processing and repatriation costs. Also further Government
decisions relating to detention arrangements in 2000-01, mean funding is now based on a fixed level of
resourcing per arrival, and expenses beyond this will need be borne by the Department from the 1999-
2000 appropriation revenue source.

Note 5I - Other Administered Expenses

Note 6A - Personal Benefits

Note 6C - Administered Grants

Note 6B - Grants


