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Australian Quarantine and Inspection Service

AUSTRALIAN QUARANTINE AND INSPECTION SERVICE
NOTES TOAND FORMING PART OF THE FINANCIAL STATEMENTS
for the peniod ended 30 _lune 2008

210 Cash

Cash and cash equivalents means notes and coins held and any deposits in barik accounts with an original
maturity of 3 months of less that ane readily comveible o known amounts of cash and subject to
insignificant risk of changes in value. Cash is recognised al s nommnal amount.

211 Financial risk management
AQIS activities expose it to normal commescial financial risk. As a resull of the nature of AQIS” busness,

and internal and Australian Govemment policies dealing with the management of financial risk, ACHS'
exposure 1o matkel, credit, hguidity and cash flow and fair value interest rate risk s considened 10 be low.

212 Investments

Investments ane initially measuned at their fair vahee,
After initial recognition, inancial imvestments ane o b measured al their fair values except for:
« loans and receivables which are measured at amortised cost using the effective interest method
¢ heald-lo-maturity investments which are measured al amortised cost using the effective inenest
method

+  invesiments in equity instruments thal da nol have a quoted market price in an active market and
whose fair value cannol be refiably measured and derivatives that are linked to and must be settied
by delvery of such unguoled equity instruments, which ane measuned at cost,

213 De-recognition of financial assets and labilities

Financial assets are de-recogrised when the contractual rights 1o the cash flows from the financial assets
expire of the asset is ransfemmed bo another entity. In the case of a transler to another entity, it is necessary
tha the risks and rewards of ownership ane atso bansfermed.

Financial fabiities are de-recognised when the obligation under the contract i discharged, cancedied or
ENPArES,

214 Impairment of financial assets

Financial assets ane assessed for impairment at each balance date.

f Financial assets hekd at amortised cost

IF there is objective evidence that an impairment loss has been incurred for loans and recefvables. of held 1o
miaturity imvesiments hekd at amortised cost, the amount of the loss is measured as the difference between
the asset’'s carmying amount and the present value of estimated future cash flows discounted at the asset’s
original effective nlerest rate. The camying amount is reduced by way of an allowance account, The loss is
recognised in the Income Statemnent.

| statements

il Financial assets hold o cost

If there is objective evidence thal an impainment loss has baen incurmed on an unguoled equity instrument
that is ot camied al fai value because it cannol be reliably measured, or a derivative assed that is linked to
I and must be setled by deivery of such an unquoted equity instrument, the amount of the impaiment loss is
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Australian Quarantine and Inspection Service

AUSTRALIAN QUARANTINE AND INSPECTION SERVICE
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the period ended 30 June 2008

the difference between the carrying amount of the asset and the present value of the estimated future cash
flows discounted at the current market rate for similar assets.

i, Available for sale financial assets

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

2.15 Interest-bearing loans and borrowings
Government loans are carried at the balance yet to be repaid. Interest is expensed as it accrues.
2.16  Supplier and other payables

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

217 Contingent liabilities and contingent assets

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

218 Acquisition of assets

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

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

2.19 Property, plant and equipment
i. Asset recognition threshold

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

The initial cost of an asset includes an estimate of the cost of dismantling and removing the item and
restoring the site on which it is located. This is particularly relevant to ‘make-good’ provisions in property
leases taken up by AQIS where an obligation exists to restore the property to its original condition. These
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Australian Quarantine and Inspection Service

AUSTRALIAN QUARANTINE AND INSPECTION SERVICE
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for e vt ot 300 Jurr 2008

costs ane inchaded in the valse of AQIS” leasehold improvements with a comesponding provision for the
‘make-good’ recogised.

i Revalwabon basis

Land, buldings. plant and equipment assels are carried at fair value. Intangible assets are nol revalued and
ane reported at historical cost,

Fair values for each class of asset ane determined &5 Shown below:

Assel class Fair vatkoe measured at:
Land Marke! seling price
Buildings exchuding leasehold improvements. Markel saling price
Leasehold improvements Depreciated replacement cost
Property, plant and equipment Market seliing price

Following initial recognition a1 cost, propeny, plant and equipment assets are cammied af fair value less
accumulated depreciation and accumutated impainment losses. Valuations. are conducted with sufficient
frequency b ensure that the camying amounts of assets do nol differ materially from the assets fair value
a5 at the reporting date. Valuations undenaken in each year are as al 30 June.

Revaluation adjustments are made on a class basis. Any revaluation increment is credited 10 equity under
the heading of asset revaluation reserve except 1o the extent that i reverses a previous revaluation
decrement of the same assel class thal was previously recognised through operating results. Revalsation
decrements for a class of assets are recogrised directly through operating results except 1o the extent that
they reverse a previous revaluation increment o that class,

Any accumulated depreciation as al the revaluation date is eliminated against the gross camying amount of
the assed and the net amount re-stated 10 the revalued amounl.

ane disclosed al cost. Formal valuations are conducied by an independent quabifed valuer, The reqularity
of independent valuations depends upon th volatilty of movements in markel values lor the relevant
class of assets,

Land and building assets are subject 10 formal revaluation every three years. Plant and equipment
assets are subject 1o formal revaluation every four years, The last independert revahiation was
performed by the Australian Valuation Office as al 30 June 2007,

. Threshok!

A revaluation threshold of $10 000 and a remaining useful ife of one year or more is used |0 idently assets
requiring revaluation. This threshokd was adopted on previeus oocasions where assel revaluations wese

i Revalation frequency
Assets are revalued on a class basis, with the exception of intangible assets, which are not revalued and
completesd.

Financial statements
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Australian Quarantine and Inspection Service

AUSTRALIAN QUARANTINE AND INSPECTION SERVICE
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for e oo engipd 30 Jure 2008

4 Depreciation

Depreciable property, plant and equipment assets are writlen-off 1o their estimated residual values over their
estimated useful lives to ADES using, in all cases, the straight-line method of depreciation. Leasehold
improvements are depreciatid on 8 siraight-dine basis over the lesser of the estimated wseful e of the
improvements or the unexpired penod of the lease.

Depreciation rates (useful lives), residual values and methods ane reviewed at each reporting date and
necessary adjustiments are recognised in the curent, o curment and future reporting periods, s appropriate.

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

Assel groug 2007-08 2006-07
Buildings on freehold land 40 1o 50 years 40 o 50 years
Leasehold improvements Lease tesm Lease bem
| Information technology Itodyears dtod years
[ Other plant and equigment 310 15 years 310 15 years

The aggregate amount of depreciation allocated for each class of asset during the reporting period is
disclosad in Note 4C.

W Impaiment
Non-cument assets caried al up-lo-date lair value at the reporting dabe are nof subject (o imparment
lesting, Whese assets costing mare than $10 000 are not canied at up-to-date fair value, assessment for
indications of impairment is carmed outl at bakance date. Where indications of impairment exist, the
recoverabile amount of the asset is estimated and an impairment adjustment made if the recoverable
amount of the asset is less than its canying amount.

The recoverable amount of an asse is the higher of its fair value less costs (o sell the asset and its value in
use. Value in use is the present value of the fiture cash Nlows expected 1o be derived from the asset. Where
the future economic benefit of an asset is not primarily dependent on the asset’s abiity to generate future
cash flows, and the assel would be replaced if AQIS were deprived of the asset, its vahse in use is taken to
be its depreciated replacement cosL

Non-cusTent assets costing less than $10 000 are not subject i impairment lesting, as any impairment loss
altribatable to these assels would not result in 3 material restalement of asset balances.

Mo assets were found 10 be camied above their cost of replacement or 1o be impaired a1 30 June 2008
(2007: Na).
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Australian Quarantine and Inspection Service

AUSTRALIAN QUARANTINE AND INSPECTION SERVICE
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
o the peviod endied 30 _lune 2008

220 Intangibles

AQIS" intangibles comprise purchased and internally developed software for use in AQIS” activities.
Intangebles include computer software, such as computer models (for economic and scientific analysis) and
olher intellectual property. Computer software which has been purchased a1 a value of $2 000 or more is
browght to account on the historical cost basis. Other imangibles costing $2 000 or more with a wselul life of
greater than one year are brought bo account when the historical cost can be relkably determened, Intemally
developed software 15 brought b account where the amourd capitalised exceeds $50 000 and $20 000 for
an enhancement 10 existing softwarne,

Al software asseds costing more than $10 000 were assessed for indications of impairment as at
30 June 2008, No indication of impairment was identified and no write-down of the camying amount of
inangible assets was required (2007: Nil).

Intangible assets are amonised over their useful lves wsing a straight-line method. The average useful lves
are:

Assel group 2007-08 2006-07
Purchased software 3 years 3 years
Intemally developed software 5 years 3 years

21 Inventories
Inventones held for distibution are valsed at cost, adjusted for amy loss of senice polential,

| Imventonies ane brought 1o account if thiy ane indiddually greater than $1 000 or whene the aggregate
value of a particular store exceeds $5 000. Costs incured in bringing each item of inventory 1o its
present location and condilion are assigned as follows:
+ Raw material and slores - purchase costs on a first in first out bass
+  Finished goods and work in progress - costs of direct materials and labour plus atiributable
©0sts that are capabie of being alocated on a reasonabile basis.

Inventonies acquired at no cost or nominal consideration, are initially measured al curent replacement
cosl al the dale of acquisition.

222 Industry rebates and program results

AQIS cost recovered activities are maintained on a program basis with each program aligning 1o an
industry group. The management of each program, including the establishment of the level and structure
of fees and charges, is conducted in consultation with an Industry Consultative Commitiee (ICC). AQIS
has agreed with each ICC that where the fees and charges collected for the program exceed its costs
during a financial year the excess revenue will be returned 1o the indusary,

The ICC is consulted on the method and distribution on any over-recovered funds. ACHS has also agreed
wilh each ICC that a proportion of over-recovesed funds up 1o an agreed limit should be held by AQIS,
on behalf of the industry, to meet the cost of the program wherne there ane changes in industry actiity or
other faciors affecting cost recovery. Agreements are reached with each ICC to reurn funds a5 5000 as

Financial statements
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