Statement of Accounting Policies:

Departmental

For the year ended 30 June 2011
Reporting Entity

The Ministry of Social Development (the Ministry) is a government department as defined by section 2 of the Public Finance Act 1989 and is domiciled in New Zealand.

In addition, the Ministry has reported on Crown activities and trust monies it administers.

The primary objective of the Ministry is to provide services to the public rather than to make a financial return. Accordingly, the Ministry has designated itself as a public benefit entity for the purposes of New Zealand’s equivalents to the International Financial Reporting Standards (NZ IFRS).

The financial statements of the Ministry are for the year ended 30 June 2011. The financial statements were authorised for issue by the Chief Executive of the Ministry on 28 September 2011.

Basis of preparation

Statement of compliance

The financial statements of the Ministry have been prepared in accordance with the requirements of the Public Finance Act 1989, which includes the requirements to comply with New Zealand generally accepted accounting practices (NZ GAAP) and Treasury Instructions.

These financial statements have been prepared in accordance with NZ GAAP. They comply with NZ IFRS, and other applicable financial reporting standards, as appropriate for public benefit entities.

The accounting policies set out below have been applied consistently to all periods presented in these financial statements. 

Measurement base

The financial statements have been prepared on a historical cost basis, modified by the revaluation of land and buildings, and certain financial instruments (including derivative instruments).

Functional and presentation currency

The financial statements are presented in New Zealand dollars and all values are rounded to the nearest thousand dollars ($000). The functional currency of the Ministry is New Zealand dollars.

Changes in accounting policies

Buildings (including components) are depreciated over 10–80 years (previously 10–50 years). 

There have been no changes in other accounting policies during the financial year.
Early adoption of the revised NZ IAS 24 Related Party Disclosures

The Ministry has early adopted New Zealand Equivalent to the International Accounting Standard 24 (NZ IAS 24) Related Party Disclosures (revised 2009). The effects of early adopting the revised NZ IAS 24 are:

· more information is required to be disclosed about transactions between the Ministry and entities controlled, jointly controlled, or significantly influenced by the Crown

· commitments with related parties are required to be disclosed

· information is required to be disclosed about any related party transactions with Ministers of the Crown with portfolio responsibilities for the Ministry. An exemption is provided from reporting transactions with other Ministers of the Crown.
Standards, amendments and interpretations issued that are not yet effective and have not been early adopted

Standards, amendments and interpretations issued but not yet effective that have not been early adopted, and which are relevant to the Ministry, are:

· NZ IFRS 9 Financial Instruments will eventually replace NZ IAS 39 Financial Instruments: Recognition and Measurement. NZ IAS 39 is being replaced in three main phases: Phase 1 Classification and Measurement, Phase 2 Impairment Methodology and Phase 3 Hedge Accounting. Phase 1 on the classification and measurement of financial assets has been completed and has been published in the new financial instrument standard NZ IFRS 9. NZ IFRS 9 uses a single approach to determine whether a financial asset is measured at amortised cost or fair value, replacing the many different rules in NZ IAS 39. The approach in NZ IFRS 9 is based on how an entity manages its financial instruments (its business model) and the contractual cash flow characteristics of its financial assets. The new standard also uses a single impairment method, replacing the many different impairment methods in NZ IAS 39. The new standard is required to be adopted for the year ended 30 June 2014. The Ministry has not yet assessed the effect of the new standard and expects it will not be early adopted.

· FRS-44 New Zealand Additional Disclosures and Amendments to NZ IFRS to harmonise with IFRS and Australian Accounting Standards (Harmonisation Amendments). This standard and amendments were issued in May 2011 with the purpose of harmonising Australia’s and New Zealand’s accounting standards in each jurisdiction. The amendments must be adopted for the year ended 30 June 2012. The Ministry has not yet assessed the effects of FRS-44 and the Harmonisation Amendments.

The External Reporting Board is yet to decide on a new accounting standards framework for public benefit entities. It is expected that all new NZ IFRS and amendments to existing NZ IFRS with a mandatory effective date for annual reporting periods commencing on or after 1 January 2012 will not be applicable to public benefit entities. This means the financial reporting requirements for public benefit entities are expected to be effectively frozen in the short term. Accordingly, no disclosure has been made about new or amended 
NZ IFRS that excludes public benefit entities from their scope.

Significant Accounting Policies

The following particular accounting policies, which materially affect the measurement of financial results and financial position, have been applied.
Budget Figures
The budget figures are those included in the Budget 2010, The Estimates of Appropriations for all Votes administered by the Ministry. Additional references to budget figures are in the Information Supporting the Estimates of Appropriations (ie the Forecast Financial Statements of the Ministry of Social Development for the year ended 30 June 2011). The financial statements also present the updated budget information from the Supplementary Estimates and transfers made under section 26A of the Public Finance Act 1989. The budget figures have been prepared in accordance with NZ GAAP, using accounting policies consistent with those adopted in preparing these financial statements.

Revenue

The Ministry gets revenue from providing outputs to the Crown and for services to third parties. Revenue is recognised when it is earned and is reported in the financial period it relates to.
Cost Allocation

The Ministry accumulates and allocates costs to Departmental output expenses using a three-staged costing system, outlined below.

The first stage allocates all direct costs to output expenses as and when they are incurred. The second stage accumulates and allocates indirect costs to output expenses based on cost drivers, such as full-time equivalent (FTE) staff and workload information obtained from surveys, which reflect an appropriate measure of resource consumption/use. The third stage accumulates and allocates overhead costs to output expenses based on resource consumption/use where possible, such as the FTE staff ratio, or where an appropriate driver cannot be found then in proportion to the cost charges in the previous two stages.

Criteria for direct and indirect costs

Direct costs are costs that vary directly with the level of activity and are causally related to, and readily assignable to, an output expense. Overhead costs are costs that do not vary with the level of activity undertaken. Indirect costs are costs other than direct costs or overhead costs.

For the year ended 30 June 2011, direct costs accounted for 82.5 per cent of the Ministry’s costs (2010: 81.5 per cent).
Expenses

General

Expenses are recognised in the period they relate to.

Interest expense

Interest expense is accrued using the effective interest rate method.

The effective interest rate exactly discounts estimated future cash payments through the expected life of the financial liability to that liability’s net carrying amount. The method applies this rate to the principal outstanding to determine the interest expense for each period.

Foreign Currency

Foreign currency transactions (including those for which forward exchange contracts are held) are translated into New Zealand dollars using the exchange rates prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement of such transactions, and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies, are recognised in the Statement of Comprehensive Income.
Financial Instruments

Financial assets

Cash and cash equivalents includes cash on hand, cash in transit, bank accounts and deposits with a maturity of no more than three months from the date of acquisition.

Debtors and other receivables are initially measured at fair value and are subsequently measured at amortised cost using the effective interest rate, less impairment changes.

Impairment of a receivable is established when there is objective evidence the Ministry will not be able to collect amounts due according to the original terms of the receivable. Significant financial difficulties for the debtor, a probability the debtor will enter into bankruptcy, and defaults in payments are considered indicators the debt is impaired. The amount of the impairment is the difference between the asset’s carrying amount and the present value of estimated future cash flows, discounted using the original effective interest rate. The carrying amount of the asset is reduced through the use of an allowance account, and the amount of the loss is recognised in the Statement of Comprehensive Income. Overdue receivables that are renegotiated are reclassified as current (ie not past due).
Financial liabilities

The major financial liability types are creditors and other payables. Both are designated at amortised cost using the effective interest rate method. Financial liabilities entered into with a duration of less than 12 months are recognised at their nominal value.

Property, Plant and Equipment

Property, plant and equipment consists of land, buildings, leasehold improvements, computer equipment, furniture, office equipment and motor vehicles.

Property, plant and equipment items are shown at cost or valuation, less accumulated depreciation and impairment losses.

Individual assets, or groups of assets, are capitalised if their cost is greater than $2,000. 

Additions

The cost of an item of property, plant and equipment is recognised as an asset if, and only if, it is probable the future economic benefits or service potential associated with the item will flow to the Ministry and the cost of the item can be measured reliably.

In most instances, an item of property, plant and equipment is recognised at its cost. Where an asset is acquired at no cost, or for a nominal cost, it is recognised at fair value at the date of acquisition.

Disposals

Gains and losses on disposals are determined by comparing the proceeds of disposal with the carrying amount of the asset. Gains and losses on disposals are included in the Statement of Comprehensive Income. When revalued assets are sold, the amounts included in the property, plant and equipment revaluation reserves for those assets are transferred to general funds.

Subsequent costs

Costs incurred subsequent to initial acquisition are capitalised only when it is probable the future economic benefits or service potential associated with the item will flow to the Ministry and the cost of the item can be measured reliably.
Depreciation

Depreciation is provided on a straight-line basis on all property, plant and equipment, other than land, at rates that will write off the cost (or valuation) of the assets to their estimated residual values over their useful lives. The useful lives and associated depreciation rates of major classes of assets have been estimated as follows:

	TYPE OF ASSETS
	ESTIMATED LIFE YEARS)
	ESTIMATED LIFE (%)

	Buildings (including components)
	10–80 years
	1.25%–10%

	Leasehold improvements
	up to 10 years
	

	Computer equipment
	3–5 years
	20%–33%

	Furniture, fittings and office equipment 
	3–5 years
	20%–33%

	Motor vehicles
	4-5 years
	20%–25%


Leasehold improvements are depreciated over the unexpired period of the lease or the estimated remaining useful lives of the improvements, whichever is shorter.

The residual value and useful life of an asset is reviewed, and adjusted if applicable, at each financial year-end.
Revaluation

Land and buildings are revalued at least every three years to ensure the carrying amount does not differ materially from the fair value. Fair value is determined from market-based evidence by an independent valuer. All other asset classes are carried at depreciated historical cost. The carrying values of revalued items are reviewed at each balance date to ensure those values are not materially different to fair value. Additions to assets between revaluations are recorded at cost.

Accounting for revaluations

The Ministry accounts for revaluations of property, plant and equipment on a class of asset basis.

The results of revaluations are recorded in the asset revaluation reserve for that class of asset. Where this results in a debit balance in the asset revaluation reserve, the balance is expensed in the Statement of Comprehensive Income. Any subsequent increase in value after revaluation that offsets a previous decrease in value recognised in the Statement of Comprehensive Income will be recognised first in the Statement of Comprehensive Income up to the amount previously expensed, and then credited to the revaluation reserve for that class of asset.

Intangible Assets

Software acquisition and development

Acquired computer software licenses are capitalised on the basis of the costs incurred to acquire and bring the specific software into use.

Costs associated with maintaining computer software are recognised as an expense when incurred. Costs directly associated with the development of software for internal use by the Ministry are recognised as an intangible asset. Direct costs include the software development, employee costs and an appropriate portion of relevant overhead costs.

Staff training costs are recognised as an expense when incurred.
Amortisation

The carrying value of an intangible asset with a finite life is amortised on a straight-line basis over its useful life. Amortisation begins when the asset is available for use and ceases at the date the asset is no longer recognised. The amortisation charge for each period is recognised in the Statement of Comprehensive Income.

The useful lives and associated amortisation rates of major classes of intangible assets have been estimated as follows:

	TYPE OF ASSETS
	ESTIMATED LIFE (YEARS)
	ESTIMATED LIFE (%)

	Acquired computer software
	3–8 years
	12.5%–33%

	Developed computer software
	3–8 years
	12.5%–33%


Impairment of non-financial assets

Intangible assets that have an indefinite useful life are not subject to amortisation and are tested annually for impairment. Intangible assets not yet available for use at the balance sheet date are tested for impairment annually.

Property, plant and equipment and intangible assets that have a finite useful life are reviewed for impairment whenever events or changes in circumstances indicate the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs to sell and its value in use.
Value in use is the depreciated replacement cost for an asset where the future economic benefits or service potential of the asset are not primarily dependent on the asset’s ability to generate net cash inflows and where the Ministry would, if deprived of the asset, replace its remaining future economic benefits or service potential.

If an asset’s carrying amount exceeds its recoverable amount, the asset is impaired and the carrying amount is written down to the recoverable amount. For revalued assets, the impairment loss is recognised against the revaluation reserve for that class of asset. Where that results in a debit balance in the revaluation reserve, the balance is recognised in the Statement of Comprehensive Income.

For assets not carried at a revalued amount, the total impairment loss is recognised in the Statement of Comprehensive Income.

The reversal of an impairment loss on a revalued asset is credited to the revaluation reserve. However, to the extent an impairment loss for that class of asset was previously recognised in the Statement of Comprehensive Income, a reversal of the impairment loss is also recognised in the Statement of Comprehensive Income.

For assets not carried at a revalued amount, the reversal of an impairment loss is recognised in the Statement of Comprehensive Income.

Non-current assets held for sale

Non-current assets held for sale are classified as held for sale if their carrying amount will be recovered principally through a sale transaction rather than through continuing use. Non-current assets held for sale are measured at the lower of their carrying amount and their fair value less costs to sell.

Impairment losses for write-downs of non-current assets held for sale are recognised in the Statement of Comprehensive Income.
Increases in fair value (less costs to sell) are recognised up to the level of any impairment losses previously recognised.

Non-current assets held for sale (including those that are part of a disposal group) are not depreciated or amortised while they are classified as held for sale.

Income Tax

Government departments are exempt from income tax as public authorities. Accordingly, no charge for income tax has been provided for.

Goods and Services Tax (GST)

All items in the financial statements, including appropriation statements, are stated exclusive of GST except for receivables and payables, which are stated inclusive of GST. Where GST is not recoverable as an input tax, it is recognised as part of the related asset or expense.

The net amount of GST recoverable from, or payable to, the Inland Revenue Department (IRD) is included as part of the receivables or payables in the Statement of Financial Position.

The net GST paid to or received from the IRD, including the GST relating to investing and financing activities, is classified as an operating cash flow in the Statement of Cash Flows.

Commitments and contingencies are disclosed exclusive of GST.

Leases

An operating lease is a lease that does not transfer substantially all the risks and rewards incidental to the ownership of an asset. Lease payments under an operating lease are recognised as an expense on a straight-line basis over the lease term.
Determining whether a lease agreement is a finance lease or an operating lease requires judgment as to whether the agreement transfers substantially all the risks and rewards of ownership to the Ministry. Judgment is required on various aspects that include, but are not limited to, the fair value of the leased asset, the economic life of the leased asset, whether to include renewal options in the lease term, and an appropriate discount rate to calculate the present value of the minimum lease payments. Classification as a finance lease means the asset is recognised in the Statement of Financial Position as property, plant and equipment. With an operating lease no such asset is recognised.

The Ministry has exercised its judgment on the appropriate classification of equipment leases, and has determined the Ministry has no finance leases.

Provisions

The Ministry recognises a provision for future expenditure of uncertain amount or timing when there is a present obligation (either legal or constructive) as a result of a past event. A provision is recognised when it is probable an outflow of future economic benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the obligation. Provisions are not recognised for future operating losses.

Provisions are measured at the present value of the expenditure expected to be required to settle the obligation using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the obligation. The increase in the provision due to the passage of time is recognised as a finance cost.
Commitments

Expenses yet to be incurred on non-cancellable contracts entered into on or before balance date are disclosed as commitments to the extent there are equally unperformed obligations.

Cancellable commitments that have penalty or exit costs explicit in the agreement on exercising the option to cancel are included in the Statement of Commitments at the value of that penalty or exit cost.

Contingent Assets and Liabilities

Contingent assets and liabilities are disclosed at the point the contingency is evident.

Employee entitlements

Short-term employee entitlements

Employee entitlements the Ministry expects to be settled within 12 months of balance date are measured at nominal values based on accrued entitlements at current rates of pay.

These include salaries and wages accrued up to balance date, annual leave earned but not yet taken at balance date, retiring and long service leave entitlements expected to be settled within 12 months, and sick leave.

The Ministry recognises a liability for sick leave to the extent absences in the coming year are expected to be greater than the sick leave entitlements earned in the coming year. The amount is calculated based on the unused sick leave entitlements that can be carried forward at balance date, to the extent the Ministry anticipates they will be used by staff to cover future absences.

The Ministry recognises a liability and an expense for performance payments where it is contractually obliged to pay them, or where there is a past practice that has created a constructive obligation.
Long-term employee entitlements

Entitlements payable beyond 12 months, such as long service leave and retiring leave, have been calculated on an actuarial basis. The calculations are based on:

· likely future entitlements based on years of service, years to entitlement, the likelihood staff will reach the point of entitlement and contractual entitlements information

· the present value of the estimated future cash flows. 
Statement of Cash Flows

Cash means cash balances on hand and held in bank accounts.

Operating activities include cash received from all income sources of the Ministry and cash payments made for the supply of goods and services.

Investing activities are those activities relating to the acquisition and disposal of non-current assets.

Financing activities comprise capital injections or the repayment of capital to the Crown.

Taxpayers’ funds

Taxpayers’ funds are the Crown’s investment in the Ministry and are measured as the difference between total assets and total liabilities. Taxpayers’ funds are disaggregated and classified as general funds and property, plant and equipment revaluation reserves.
Revaluation reserves

These reserves relate to the revaluation of land and buildings to fair value.

Critical accounting estimates and assumptions

In preparing these financial statements the Ministry has made estimates and assumptions about the future. These estimates and assumptions may differ from the subsequent actual results. Estimates and judgments are continually evaluated and are based on historical experience and other factors, including expectations of future events believed to be reasonable under the circumstances. The estimates and assumptions that have a significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within the next financial year are discussed below.

Retirement and long service leave
An analysis of the Ministry’s exposure in relation to estimates and uncertainties around its retirement and long service leave liability is contained in the notes, refer Note 13.

Critical judgements in applying the Ministry’s accounting policies

There were no significant items for which management had to exercise critical judgment in applying the Ministry’s Accounting Policies for the year ended 30 June 2011.
Statement of Comprehensive Income

For the year ended 30 June 2011

	ACTUAL

2010

$000
	
	NOTES
	ACTUAL

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000

	
	Income
	
	
	
	

	1,172,952 
	Revenue Crown
	
	1,186,687 
	1,193,867 
	1,186,687 

	15,330 
	Revenue other
	1 
	17,174 
	21,060 
	21,060 

	- 
	Gain on disposal of fixed assets
	2 
	475 
	- 
	- 

	8 
	Gain on foreign exchange
	
	- 
	- 
	- 

	1,188,290 
	Total income
	
	1,204,336 
	1,214,927 
	1,207,747 

	
	Expenditure
	
	
	
	

	619,574 
	Personnel costs
	3 
	639,543 
	629,481 
	627,684 

	63,537 
	Depreciation and amortisation expenses
	8,9
	65,594 
	65,634 
	74,270 

	23,126 
	Capital charge
	4 
	23,438 
	17,599 
	23,575 

	476,048 
	Other operating expenses
	5 
	469,818 
	502,213 
	482,218 

	240 
	Loss on disposal of fixed assets
	6 
	- 
	- 
	- 

	1,182,525 
	Total expenditure
	
	1,198,393 
	1,214,927 
	1,207,747 

	5,765 
	Net surplus/(deficit)
	
	5,943 
	- 
	- 

	
	Other comprehensive income
	
	
	
	

	5,304 
	Gain on property, plant and equipment revaluations
	
	4,448 
	- 
	- 

	11,069 
	Total comprehensive income
	
	10,391 
	- 
	- 


Explanations of significant variances against budget are detailed in Note 20.
Statement of Financial Position

As at 30 June 2011

	ACTUAL

2010

$000
	
	NOTES
	ACTUAL

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000

	
	Taxpayers’ funds
	
	
	
	

	282,901 
	General funds
	
	264,896 
	282,901 
	264,896 

	31,427 
	Revaluation reserve
	
	35,875 
	26,123 
	31,427 

	314,328 
	Total taxpayers’ funds
	14 
	300,771 
	309,024 
	296,323 

	
	Assets
	
	
	
	

	
	Current assets
	
	
	
	

	127,028 
	Cash and cash equivalents
	
	43,432 
	56,962 
	117,889 

	7,479 
	Accounts receivable
	7 
	5,681 
	3,709 
	7,479 

	6,310 
	Prepayments
	
	8,409 
	6,109 
	6,310 

	- 
	Crown receivable
	
	69,000 
	- 
	- 

	140,817 
	Total current assets
	
	126,522 
	66,780 
	131,678 

	
	Non-current assets
	
	
	
	

	305,953 
	Property, plant and equipment
	8 
	303,502 
	340,383 
	310,171 

	60,851 
	Intangible assets
	9 
	46,635 
	68,628 
	42,002 

	366,804 
	Total non-current assets
	
	350,137 
	409,011 
	352,173 

	507,621 
	Total assets
	
	476,659 
	475,791 
	483,851 

	
	Liabilities
	
	
	
	

	
	Current liabilities
	
	
	
	

	97,804 
	Accounts payable and accruals
	10 
	75,672 
	71,155 
	97,804 

	- 
	Capital charge payable
	4 
	- 
	1,469 
	- 

	5,765 
	Return of operating surplus to the Crown
	11 
	5,943 
	- 
	- 

	48,856 
	Provision for employee entitlements
	13 
	52,010 
	46,288 
	48,856 

	9,901 
	Other provisions
	12 
	8,306 
	18,290 
	9,901 

	162,326 
	Total current liabilities
	
	141,931 
	137,202 
	156,561 

	
	Non-current liabilities
	
	
	
	

	30,967 
	Provision for employee entitlements
	13 
	33,957 
	29,565 
	30,967 

	30,967 
	Total non-current liabilities
	
	33,957 
	29,565 
	30,967 

	193,293 
	Total liabilities
	
	175,888 
	166,767 
	187,528 

	314,328 
	Net assets
	
	300,771 
	309,024 
	296,323


Explanations of significant variances against budget are detailed in Note 20.
Statement of Changes in Taxpayers’ Funds

For the year ended 30 June 2011

	ACTUAL

2010

$000
	
	NOTE
	ACTUAL

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000

	329,295 
	Balance at 1 July
	
	314,328 
	309,024 
	314,328 

	11,069 
	Total comprehensive income
	
	10,391 
	- 
	- 

	(5,765)
	Return of operating surplus to the Crown
	11
	(5,943)
	- 
	- 

	37,981 
	Capital injections
	
	- 
	- 
	- 

	- 
	Capital injections - Non Cash
	
	1,820 
	- 
	1,820 

	(58,252)
	Capital withdrawal
	
	(19,825)
	- 
	(19,825)

	314,328 
	Balance at 30 June
	
	300,771 
	309,024 
	296,323 


Statement of Cash Flows

For the year ended 30 June 2011

	ACTUAL

2010

$000
	
	NOTE
	ACTUAL

2011

$000
	MAIN

ESTIMATeS

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000

	
	Cash flows from operating activities
	
	
	
	

	1,172,952 
	Receipts from Crown revenue
	
	1,117,687 
	1,193,867 
	1,186,687 

	14,822 
	Receipts from other revenue
	
	15,718 
	21,060 
	21,060 

	(456,253)
	Payments to suppliers
	
	(496,237)
	(503,656)
	(481,864)

	(620,857)
	Payments to employees
	
	(633,278)
	(628,038)
	(628,038)

	(24,595)
	Payments for capital charge
	
	(23,438)
	(17,599)
	(23,575)

	263 
	Goods and services tax (net)
	
	3,724 
	- 
	- 

	86,332 
	Net cash flow from operating activities
	15
	(15,824)
	65,634 
	74,270 

	
	Cash flows from investing activities
	
	
	
	

	3,261 
	Receipts from sale of property, plant and equipment
	
	3,085 
	1,800 
	1,800 

	(60,568)
	Purchase of property, plant and equipment
	
	(27,148)
	(54,115)
	(38,378)

	(17,653)
	Purchase of intangible assets
	
	(18,119)
	(21,241)
	(21,241)

	(74,960)
	Net cash flow from investing activities
	
	(42,182)
	(73,556)
	(57,819)

	
	Cash flows from financing activities
	
	
	
	

	37,981 
	Capital contribution from the Crown
	
	- 
	- 
	- 

	(58,252)
	Capital withdrawal from the Crown
	
	(19,825)
	- 
	(19,825)

	(11,972)
	Return of operating surplus to the Crown
	
	(5,765)
	(4,000)
	(5,765)

	(32,243)
	Net cash flow from financing activities
	
	(25,590)
	(4,000)
	(25,590)

	(20,871)
	Net increase/(decrease) in cash held
	
	(83,596)
	(11,922)
	(9,139)

	147,899 
	Cash and cash equivalents at the beginning of the year
	
	127,028 
	68,884 
	127,028 

	127,028 
	Cash and cash equivalents at the end of the year
	
	43,432 
	56,962 
	117,889


The GST (net) component of operating activities reflects the net GST paid to and received from the Inland Revenue Department. The GST (net) component has been presented on a net basis, as the gross amounts do not provide meaningful information for financial statement purposes and to be consistent with the presentation basis of the other primary financial statements.

Explanations of significant variances against budget are detailed in Note 20.
Statement of Trust Monies

For the year ended 30 June 2011

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	William Wallace Trust
	

	399
	Balance at 1 July
	405

	- 
	Contributions
	- 

	(10)
	Distributions
	(20)

	16
	Revenue
	19

	- 
	Expenditure
	- 

	405
	Balance at 30 June
	404


William Wallace Trust Account

The William Wallace awards are held by Child, Youth and Family on an annual basis to celebrate the achievements of young people in care. The awards are in the form of scholarship funding for tertiary study or contribution to vocational and leadership programmes. The trust was established in May 1995 to hold funds from an estate for the above purpose.

Statement of Commitments

As at 30 June 2011

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	Capital commitments
	

	 1,899 
	Land and buildings
	 1,188 

	 - 
	Intangibles
	 - 

	 1,899 
	Total capital commitments
	 1,188 

	
	Operating commitments
	

	
	Non-cancellable accommodation leases
	

	 37,978 
	Less than one year
	 39,400 

	 29,251 
	One to two years
	 35,125 

	 60,845 
	Two to five years
	 70,680 

	 11,343 
	More than five years
	 20,992 

	 139,417 
	Total non-cancellable accommodation leases
	 166,197 

	
	Other non-cancellable contracts
	

	 84,027 
	Less than one year
	 29,995 

	 2,245 
	One to two years
	 120 

	 1,837 
	Two to five years
	 20 

	 - 
	More than five years
	 - 

	 88,109 
	Total other non-cancellable contracts
	 30,135 

	 227,526 
	Total operating commitments
	 196,332 

	 229,425 
	Total commitments
	 197,520


Non-cancellable accommodation leases

The Ministry has long-term leases on premises, which are subject to regular reviews. The amounts disclosed above as future commitments are based on the current rental rates.

In addition to the above costs the Ministry has sub-lease rental recoveries of $0.308 million expected to be received in the following year, 2011/2012. Actual rental recoveries are contained in the notes, refer Note 1. 

Other non-cancellable contracts

Other non-cancellable contracts includes agreements for the provision of specialist day programmes, specialist family home services, bed-night placements for children and young persons in the care of Child, Youth and Family, and other non-government organisation contracts for services. 

Statement of Contingent Liabilities and 
Contingent Assets

As at 30 June 2011

Unquantifiable contingent liabilities

There is legal action against the Crown relating to historical abuse claims. At this stage the number of claimants and the outcomes of these cases are uncertain. The disclosure of an amount for these claims may prejudice the legal proceedings.
Quantifiable contingent liabilities

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	 190 
	Personal grievances claims
	 235 

	 120 
	Other claims
	 150 

	 310 
	Total contingent liabilities
	 385


Personal grievances

Personal grievances claims, represents amounts claimed by employees for personal grievances cases. There are 21 personal grievances claims (2010: 14 personal grievances claims). 

Other claims

Other claims, represents outstanding claims from our clients for unpaid benefit entitlements. There are three other claims (2010: two other claims).
Quantifiable contingent assets

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	-
	Canterbury earthquake claim
	 5,000 

	 - 
	Total contingent asset
	 5,000


The Ministry has a business interruption insurance claim resulting from the recent Christchurch earthquakes (2010: nil).

Statement of Departmental Expenditure and 
Capital Expenditure Appropriations

For the year ended 30 June 2011

	ACTUAL

2010

$000
	 SUMMARY BY OUTPUT EXPENSES
	EXPENDITURE BEFORE

REMEASUREMENTS

2011

$000
	REMEASUREMENTS


2011

$000
	EXPENDITURE AFTER

REMEASUREMENTS

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES


2011

$000

	
	Appropriations for output expenses
	
	
	
	
	

	
	VOTE SOCIAL DEVELOPMENT
	
	
	
	
	

	7,923
	Adoption Services
	7,091
	(4)
	7,087
	9,078
	7,248

	322,736
	Care and Protection Services
	327,727
	(98)
	327,629
	315,885
	328,344

	16,353
	Collection of Balances Owed by Former Clients and Non-beneficiaries
	14,120
	(7)
	14,113
	16,632
	14,482

	8,157
	Development and Funding of Community Services
	8,042
	(4)
	8,038
	8,394
	8,271

	30,033
	Family and Community Services
	31,118
	(8)
	31,110
	34,752
	32,036

	34,999
	Income Support and Assistance to Seniors
	37,537
	(19)
	37,518
	34,667
	38,473

	
	Management of Service Cards MCOA
	
	
	
	
	

	5,677
	Administration of Community Services Card
	5,346
	(3)
	5,343
	5,682
	5,682

	1,417
	Management of SuperGold Card
	1,156
	- 
	1,156
	1,421
	1,421

	30,388
	Management of Student Support
	32,313
	(9)
	32,304
	36,977
	32,922

	
	Policy Advice and Support to Ministers MCOA
	
	
	
	
	

	292
	Crown Entity Monitoring
	239
	- 
	239
	337
	337

	41,419
	Social Policy Advice
	40,793
	(10)
	40,783
	47,510
	42,474

	4,263
	Prevention Services
	3,368
	(1)
	3,367
	4,673
	3,443

	- 
	Promoting Positive Outcomes for Disabled People
	1,250
	- 
	1,250
	1,250
	1,250

	- 
	Property Management Centre of Expertise
	183
	- 
	183
	- 
	200

	34,454
	Services to Protect the Integrity of the Benefit System
	36,039
	(15)
	36,024
	36,672
	36,761

	441,776
	Tailored Sets of Services to Help People into Work or Achieve Independence
	444,868
	(191)
	444,677
	431,130
	445,225

	86,022
	Vocational Skills Training
	69,040
	- 
	69,040
	85,635
	69,040

	110,305
	Youth Justice Services
	132,145
	(49)
	132,096
	137,399
	133,149

	1,176,214
	Total Vote Social Development
	1,192,375
	(418)
	1,191,957
	1,208,094
	1,200,758

	
	VOTE SENIOR CITIZENS
	
	
	
	
	

	923
	Senior Citizens Services
	820
	- 
	820
	1,035
	1,035

	923
	Total Vote Senior Citizens
	820
	- 
	820
	1,035
	1,035

	
	VOTE VETERANS’ AFFAIRS - SOCIAL DEVELOPMENT
	
	
	
	
	

	391
	Processing and Payment of Veterans’ Pensions
	328
	- 
	328
	450
	450

	391
	Total Vote Veterans’ Affairs - Social Development
	328
	- 
	328
	450
	450

	
	VOTE YOUTH DEVELOPMENT
	
	
	
	
	

	- 
	Administration of Trialling New Approaches to Social Sector Change
	128
	- 
	128
	- 
	156

	4,997
	Youth Development
	4,742
	(2)
	4,740
	5,348
	5,348

	4,997
	Total Vote Youth Development
	4,870
	(2)
	4,868
	5,348
	5,504

	1,182,525
	Total departmental output expenses
	1,198,393
	(420)
	1,197,973
	1,214,927
	1,207,747

	
	Appropriations for capital expenditure
	
	
	
	
	

	
	VOTE SOCIAL DEVELOPMENT
	
	
	
	
	

	78,221
	Ministry of Social Development - Capital Expenditure PLA
	45,267
	- 
	45,267
	75,356
	61,439

	78,221
	Total departmental capital expenditure
	45,267
	- 
	45,267
	75,356
	61,439

	1,260,746
	Total departmental expenditure and capital expenditure
	1,243,660
	(420)
	1,243,240
	1,290,283
	1,269,186


Statement of Departmental Expenditure and 
Capital Expenditure Appropriations (Continued)
For the year ended 30 June 2011

Transfers approved under section 26A of the Public Finance Act 1989
The Appropriation Voted includes adjustments made in the Supplementary Estimates and the following transfers made under section 26A of the Public Finance Act 1989.

	
	SUPPLEMENTARY

ESTIMATES

2011

$000
	SECTION 26A

TRANSFERS

2011

$000
	FINAL

VOTED

2011

$000

	VOTE SOCIAL DEVELOPMENT
	 
	 
	 

	Adoption Services
	7,778
	(530)
	7,248

	Care and Protection Services
	325,744
	2,600
	328,344

	Collection of Balances Owed by Former Clients and Non-beneficiaries
	14,932
	(450)
	14,482

	Development and Funding of Community Services
	8,311
	(40)
	8,271

	Prevention Services
	4,023
	(580)
	3,443

	Youth Justice Services
	134,149
	(1,000)
	133,149

	Total appropriations for output expenses
	494,937
	- 
	494,937


Statement of Unappropriated Departmental Expenditure and Capital Expenditure Appropriations

For the year ended 30 June 2011

The Ministry had no unappropriated departmental operating and capital expenditure in 2010/2011 (2010: nil). 
Notes to the Financial Statements

For the year ended 30 June 2011

Note 1: Revenue other
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	471 
	Sub-lease rental recoveries
	427 

	14,859 
	Other recoveries
	16,747 

	15,330 
	Total revenue other
	17,174


The Ministry received revenue from the State Services Commission for the State Sector Retirement Savings Scheme and KiwiSaver ($11.039 million), child support receipts on behalf of children in foster care ($1.467 million), Strengthening Families inter-agency support ($0.590 million), the Family and Community Services helpline services ($0.549 million), the Growing up in New Zealand longitudinal study ($1.107 million), the Christchurch earthquake insurance claim ($0.750 million) and debt recovery ($0.600 million). The Ministry received other revenues of $0.645 million. 

Note 2: Gains
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	- 
	Gain on disposal of fixed assets
	475 

	8 
	Net foreign exchange gains
	- 

	8 
	Total gains
	475


Note 3: Personnel costs
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	593,266 
	Salaries and wages
	608,756 

	3,970 
	Increase/(decrease) in employee entitlements
	6,144 

	(1,697)
	Increase/(decrease) in restructuring costs
	504 

	12,533 
	Defined superannuation contribution scheme
	13,033 

	11,502 
	Other personnel expenses
	11,106 

	619,574 
	Total personnel costs
	639,543


Obligations for contributions to the State Sector Retirement Savings Scheme, KiwiSaver and the Government Superannuation Fund are accounted for as defined superannuation contribution schemes and are recognised as an expense in the Statement of Comprehensive Income.

Note 4: Capital charge

The Ministry pays a capital charge to the Crown on its taxpayers’ funds at 31 December and 30 June each financial year. The capital charge rate for the year ended 30 June 2011 was 7.5 per cent (2010: 7.5 per cent). 
Note 5: Other operating expenses
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	1,078
	Audit fees
	1,078 

	67,336 
	Rental, leasing and occupancy costs
	71,564 

	340 
	Bad debts written off
	367 

	(281)
	Impairment of receivables
	101 

	108,928 
	Client financial plan costs

	118,392 

	22,922 
	Non-specific client costs

	16,893 

	86,022 
	Vocational Skills Training
	69,040 

	41,314 
	Office operating expenses
	37,093 

	70,199 
	IT related operating expenses
	69,094 

	8,095 
	Staff travel
	9,562 

	5,998 
	Consultancy and contractors’ fees
	5,740 

	14,910 
	Professional fees
	15,335 

	49,187 
	Other operating expenses
	55,559 

	476,048 
	Total operating costs
	469,818 


Note 6: Losses

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	240 
	Loss on disposal of fixed assets
	- 

	240 
	Total losses
	- 


Note 7: Debtors and other receivables

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	By type
	

	7,479 
	Trade and other receivables
	5,681 

	7,479 
	Total receivables
	5,681 

	
	By maturity
	

	7,479 
	Expected to be realised within one year
	5,681 

	- 
	Expected to be held for more than one year
	- 

	7,479 
	Total receivables
	5,681 

	
	Trade and other receivables
	

	8,702 
	Gross trade and other receivables
	7,005 

	(1,223)
	Impairment of trade and other receivables
	(1,324)

	7,479 
	Total trade and other receivables
	5,681 

	
	Impairment of trade and other receivables
	

	1,503 
	Balance at beginning of the year
	1,223 

	408 
	Impairment losses recognised on receivables
	688 

	(688)
	Amounts written off as uncollectible
	(587)

	1,223 
	Balance at end of the year
	1,324 

	1,223 
	Collective impairment allowance
	1,324 

	- 
	Individual impairment allowance
	- 

	1,223 
	Balance at end of the year
	1,324 

	
	
	

	
	Ageing of trade and other receivables past due but not impaired
	

	388 
	Less than six months
	1,859 

	1,530 
	Between six months and one year
	8 

	13 
	Greater than one year
	10 

	1,931 
	Trade and other receivables past due but not impaired
	1,877


The carrying value of debtors and other receivables approximates their fair value.

Debtors impairment

As at 30 June 2011 (and 30 June 2010), all overdue receivables have been assessed for impairment and the appropriate provisions applied as detailed above.

As at 30 June 2011, the Ministry had no debtors deemed insolvent (2010: nil).
Note 8: Property, plant and equipment

	
	LAND

$000
	BUILDINGS

$000
	FURNITURE & FITTINGS

$000
	COMPUTER EQUIPMENT

$000
	MOTOR VEHICLES

$000
	PLANT & EQUIPMENT

$000
	TOTAL

$000

	Cost or revaluation
	
	
	
	
	
	
	

	Balance as at 1 July 2009
	63,606 
	156,250 
	82,125 
	100,957 
	27,337 
	10,510 
	440,785 

	Additions by purchase
	- 
	2,100 
	11,024 
	4,903 
	5,053 
	515 
	23,595 

	Revaluation increase/(decrease)
	(7,993)
	1,787 
	- 
	- 
	- 
	- 
	(6,206)

	Work in progress movement
	- 
	30,207 
	- 
	4,373 
	- 
	2,393 
	36,973 

	Asset transfers
	- 
	- 
	- 
	- 
	- 
	- 
	- 

	Other asset movement
	- 
	- 
	- 
	(1)
	- 
	- 
	(1)

	Disposals
	(705)
	(834)
	(39,355)
	- 
	(5,109)
	(47)
	(46,050)

	Balance as at 30 June 2010
	54,908 
	189,510 
	53,794 
	110,232 
	27,281 
	13,371 
	449,096 

	
	
	
	
	
	
	
	

	Balance as at 1 July 2010
	54,908 
	189,510 
	53,794 
	110,232 
	27,281 
	13,371 
	449,096 

	Additions by purchase
	- 
	42,251 
	14,595 
	9,102 
	5,923 
	5,306 
	77,177 

	Revaluation increase/(decrease)
	(4,925)
	92 
	- 
	- 
	- 
	- 
	(4,833)

	Work in progress movement
	- 
	(47,746)
	6,993 
	(5,239)
	- 
	(2,218)
	(48,210)

	Asset transfers
	- 
	- 
	- 
	(28)
	- 
	28 
	- 

	Other asset movement
	- 
	- 
	- 
	- 
	- 
	- 
	- 

	Disposals
	- 
	(1)
	(910)
	(10)
	(6,343)
	(2,414)
	(9,678)

	Balance as at 30 June 2011
	49,983 
	184,106 
	74,472 
	114,057 
	26,861 
	14,073 
	463,552 

	Accumulated depreciation and impairment losses
	
	
	
	
	
	
	

	Balance as at 1 July 2009
	- 
	7,771 
	68,245 
	77,153 
	8,420 
	8,137 
	169,726 

	Depreciation expense
	- 
	3,744 
	8,781 
	10,019 
	3,956 
	977 
	27,477 

	Eliminate on disposal
	- 
	(5)
	(39,334)
	(2)
	(3,163)
	(46)
	(42,550)

	Eliminate on revaluation
	- 
	(11,510)
	- 
	- 
	- 
	- 
	(11,510)

	Asset transfers
	- 
	- 
	- 
	- 
	- 
	- 
	- 

	Other asset movement
	- 
	- 
	- 
	- 
	- 
	- 
	- 

	Balance as at 30 June 2010
	- 
	- 
	37,692 
	87,170 
	9,213 
	9,068 
	143,143 

	
	
	
	
	
	
	
	

	Balance as at 1 July 2010
	- 
	- 
	37,692 
	87,170 
	9,213 
	9,068 
	143,143 

	Depreciation expense
	- 
	9,281 
	10,205 
	8,375 
	4,264 
	1,131 
	33,256 

	Eliminate on disposal
	- 
	- 
	(910)
	(10)
	(3,772)
	(2,376)
	(7,068)

	Eliminate on revaluation
	- 
	(9,281)
	- 
	- 
	- 
	- 
	(9,281)

	Asset transfers
	- 
	- 
	- 
	(4)
	- 
	4 
	- 

	Other asset movement
	- 
	- 
	- 
	- 
	- 
	- 
	- 

	Balance as at 30 June 2011
	- 
	- 
	46,987 
	95,531 
	9,705 
	7,827 
	160,050 

	Carrying amounts
	
	
	
	
	
	
	

	At 1 July 2009
	63,606 
	148,479 
	13,880 
	23,804 
	18,917 
	2,373 
	271,059 

	At 30 June and 1 July 2010
	54,908 
	189,510 
	16,102 
	23,062 
	18,068 
	4,303 
	305,953 

	At 30 June 2011
	49,983 
	184,106 
	27,485 
	18,526 
	17,156 
	6,246 
	303,502


Valuation

Land and buildings owned by the Ministry were valued at fair value as at 30 June 2011 by Darroch Corporate Advisory (Darroch), a division of Quotable Value Limited (QV). Registered valuer Kerry Stewart Val Prof Urb, MBA, PG Dip Env, FNZIV, FPINZ from Darroch was the project director. The total fair value of land and buildings valued at fair value as at 30 June 2011 by Darroch was $227.372 million. 

The valuations involved a full physical examination and have been completed in compliance with:

· The New Zealand Institute of Chartered Accountants New Zealand Equivalent to Financial Reporting Standards and New Zealand Equivalent to International Accounting Standards 16 (NZ IAS 16) Accounting for Property, Plant and Equipment

· The Property Institute of New Zealand Professional Practice Standard 2009, and in particular International Valuation Application 1 and 3 and New Zealand Valuation Guidance Note 1 (effective from 1 October 2009).

Land

All land has been valued on a fair market value, highest and best use basis determined from market-based evidence. Each site has been individually considered and valued in accordance with current market conditions. Land has been valued as if vacant and its value incorporates the influences of size, contour, quality, location, zoning, designation and current and potential usage.

An open market ‘willing buyer willing seller’ scenario has been assumed. This indicates the price an informed purchaser would have to pay to acquire a similar property. Where a designation is held against the land, the land value has been adjusted to reflect that designation.

Buildings

Residential dwellings and commercial properties have been valued using market-based evidence. Residential Centres have been valued using market-based evidence where it exists. If there is no active market evidence or the property is specialised in nature, the optimised depreciated replacement cost has been used. 

For commercial properties, market rents and capitalisation rates were applied to reflect market value while considering the highest and best use alternatives. When valuing the residential properties market-based net rates were derived from an analysis of recent comparable sales. The added value of improvements has been derived from the area, quality and location of the asset. External works or other improvements relating to various land assets have been assessed on a fair market value basis where relevant. Where there is no conclusive market-based evidence, improvements have been valued using the depreciated replacement cost approach.

Building works under construction and work in progress as at 30 June 2011 is $6.717 million 
(2010: $54.462 million).

The total amount of property, plant and equipment under construction and work in progress is $21.152 million (2010: $69.362 million).

Note 9: Intangible assets 

	
	INTERNALLY GENERATED SOFTWARE 

$000
	TOTAL

$000

	Cost or revaluation
	
	

	Balance as at 1 July 2009
	166,533 
	166,533 

	Additions by purchase and internally generated
	22,033 
	22,033 

	Work in progress movement
	(4,378)
	(4,378)

	Asset transfers
	- 
	- 

	Other asset movement
	- 
	- 

	Disposals
	- 
	- 

	Balance as at 30 June 2010
	184,188 
	184,188 

	
	
	

	Balance as at 1 July 2010
	184,188 
	184,188 

	Additions by purchase and internally generated
	10,358 
	10,358 

	Work in progress movement
	7,763 
	7,763 

	Asset transfers
	- 
	- 

	Other asset movement
	- 
	- 

	Disposals
	- 
	- 

	Balance as at 30 June 2011
	202,309 
	202,309 

	Accumulated amortisation and impairment losses
	
	

	Balance as at 1 July 2009
	87,276 
	87,276 

	Amortisation expense
	36,060 
	36,060 

	Disposals
	- 
	- 

	Asset transfers
	- 
	- 

	Other asset movement
	1 
	1 

	Balance as at 30 June 2010
	123,337 
	123,337 

	
	
	

	Balance as at 1 July 2010
	123,337 
	123,337 

	Amortisation expense
	32,338 
	32,338 

	Disposals
	(1)
	(1)

	Asset transfers
	- 
	- 

	Other asset movement
	- 
	- 

	Balance as at 30 June 2011
	155,674 
	155,674 

	Carrying amounts
	
	

	At 1 July 2009
	79,257 
	79,257 

	At 30 June and 1 July 2010
	60,851 
	60,851 

	At 30 June 2011
	46,635 
	46,635


The total amount of intangibles in the course of construction is $15.833 million (2010: $8.072 million).

Note 10: Creditors and other payables
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	By type
	

	15,434 
	Trade creditors
	10,019 

	6,547 
	GST payable
	10,271 

	75,823 
	Accrued expenses
	55,382 

	97,804 
	Total payables
	75,672


Creditors and other payables are non-interest bearing and are normally settled on 30-day terms. The carrying value of creditors and other payables approximates their fair value.

Note 11: Return of operating surplus
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	 5,765 
	Net surplus/(deficit)
	 5,943 

	 5,765 
	Total repayment of surplus
	 5,943


The repayment of surplus is required to be paid by 31 October.

Note 12: Provisions

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	6,401 
	ACC Partnership programme
	5,796 

	2,700 
	Restructuring provision
	2,038 

	713 
	Lease make-good
	421 

	87 
	Other provisions
	51 

	9,901 
	Total provisions
	8,306


Provisions by category

	
	ACC PARTNERSHIP PROGRAMME

$000
	LEASE MAKE-GOOD

$000
	RESTRUCTURE

$000
	OTHERS

$000
	TOTAL

$000

	2010
	
	
	
	
	

	Balance as at 1 July 2009
	6,750 
	1,202 
	10,255 
	83 
	18,290 

	Additional provisions made
	2,957 
	67 
	- 
	4 
	3,028 

	Amounts used
	(3,306)
	- 
	(4,798)
	- 
	(8,104)

	Unused amounts reversed
	- 
	(630)
	(2,757)
	- 
	(3,387)

	Discount unwind
	- 
	74 
	- 
	- 
	74 

	Balance as at 30 June 2010
	6,401 
	713 
	2,700 
	87 
	9,901 

	2011
	
	
	
	
	

	Balance as at 1 July 2010
	6,401 
	713 
	2,700 
	87 
	9,901 

	Additional provisions made
	2,465 
	134 
	421 
	34 
	3,054 

	Amounts used
	(3,070)
	- 
	(683)
	(6)
	(3,759)

	Unused amounts reversed
	- 
	(476)
	(400)
	(64)
	(940)

	Discount unwind
	- 
	50 
	- 
	- 
	50 

	Balance as at 30 June 2011
	5,796 
	421 
	2,038 
	51 
	8,306


ACC Partnership programme 

The Ministry belongs to the ACC Partnership programme whereby the Ministry accepts the management and financial responsibility of the work-related illnesses and accidents of its employees. 

The liability for the ACC Partnership programme is measured at the present value of expected future payments to be made for employees’ injuries and claims up to the reporting date using actuarial techniques. Consideration is given to the expected future wage and salary levels and the experience of employees’ claims and injuries. Expected future payments are discounted using market yields at the reporting date on national government bonds with terms to maturity that match, as closely as possible, the estimated future cash outflows.

The Ministry manages its exposure arising from the programme by promoting a safe and healthy working environment by:

· implementing and monitoring health and safety policies

· providing induction training on health and safety

· actively managing work place injuries to ensure employees return to work as soon as possible

· recording and monitoring work place injuries and near misses to identify risk areas and implementing mitigating actions

· identifying work place hazards and implementing appropriate safety procedures.

The Ministry has chosen a stop loss limit of 160 per cent of the industry premium. The stop loss limit means the Ministry will only carry the total cost of claims up to $250,000.

The Ministry is not exposed to any significant concentrations of insurance risk as work-related injuries are generally the result of an isolated event to an individual employee.

An external independent actuarial valuer, Melville Jessup Weaver, has calculated the Ministry’s liability. The valuation is effective as at 30 June 2011. The valuer has attested he is satisfied as to the nature, sufficiency and accuracy of the data used to determine the outstanding claims liability. There are no qualifications contained in the actuarial valuer’s report.

The value of the liability is not material for the Ministry’s financial statements. Therefore any changes in assumptions will not have a material impact on the financial statements.

Lease make-good

At the expiry of the lease term for a number of its leased premises, the Ministry is required to make good any damage caused to the premises and to remove any fixtures or fittings installed by the Ministry. 

At year-end there were nine sites where a make-good provision had been established with a value of $0.421 million. The timing of any future make-good work is currently up to three years in the future. 

In many cases the Ministry has the option to renew these leases, which has an impact on the timing of the expected cash outflows to make good the premises.

The value of the provision is based on a professional assessment by the Ministry’s property group taking into account the cost and past history of make-good work. 

An asset to the value of $1.658 million was established for the lease reinstatement costs. This is being depreciated on a straight-line basis per lease term.

Restructure

The Ministry announced its decision to restructure certain parts of the organisation on 12 May 2009. Following a consultation period with staff, relevant unions and other affected parties, a detailed restructure plan was approved on 29 June 2009. A restructuring provision was established at the time for redundancy payments likely to be paid out to those staff made redundant as a result of the restructure. The change management process has now been completed and the redundancy payments made accordingly. The remainder of the provision is mainly for equalisation allowances for staff affected by the restructure who have been reassigned to positions within the Ministry at lower salary levels. 

The restructuring provision as at 30 June 2011 is $2.038 million. 

Other

The Ministry has a provision of $51,167 for family home resettlement. A $1,000 a year resettlement grant is paid to resigning or retiring family home caregivers after five or more years of unbroken service (up to a maximum of $10,000 per couple). 

Note 13: Employee entitlements
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	Current liabilities
	

	8,609 
	Retirement and long service leave
	9,995 

	38,793 
	Provision for annual leave
	40,735 

	1,454 
	Provision for sickness leave
	1,280 

	48,856 
	Total current portion
	52,010 

	
	Non-current liabilities
	

	30,967 
	Retirement and long service leave
	33,957 

	30,967 
	Total non-current portion
	33,957 

	79,823 
	Total employment entitlements
	85,967


The present value of the retirement and long service leave obligations is determined on an actuarial basis using a number of assumptions. Two key assumptions used in calculating this liability are the discount rate and the salary inflation factor. Any changes in these assumptions will have an impact on the carrying amount of the liability.

In determining the appropriate discount rates to use, the Ministry considered the interest rates on New Zealand government bonds which have terms to maturity that match, as closely as possible, the estimated future cash outflows. The salary inflation factor has been determined after considering historical salary inflation patterns and after obtaining advice from an independent actuary.
Discount rates and salary inflation applied:

	EMPLOYEE ENTITLEMENT VARIABLES
	2012

%
	2013

%
	2014

%

	Discount rates
	 2.84 
	 3.81 
	 6.00 

	Salary inflation
	 3.50 
	 3.50 
	 3.50 


The financial impact of changes to the discount rates and salary inflation variables:

	MOVEMENTS
	ACTUAL

2011

$000
	SALARY + 1%

2011

$000
	SALARY - 1%

2011

$000
	DISCOUNT + 1%

2011

$000
	DISCOUNT - 1%

2011

$000

	Current
	9,995 
	136 
	(135)
	(29)
	29 

	Non-current
	33,957 
	3,792 
	(3,310)
	(2,767)
	3,197 

	Total
	43,952 
	3,928 
	(3,445)
	(2,796)
	3,226


Note 14: Taxpayers’ funds
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	
	General funds
	

	 303,172 
	Balance at 1 July
	282,901 

	 5,765 
	Surplus/(deficit)
	5,943 

	37,981 
	Capital contribution
	1,820 

	(58,252)
	Capital withdrawal
	(19,825)

	(5,765)
	Repayment of surplus
	(5,943)

	 282,901 
	General funds at 30 June
	264,896 

	
	Revaluation reserves
	

	 26,123 
	Balance at 1 July
	31,427 

	 5,304 
	Revaluations
	4,448 

	 31,427 
	Revaluation reserves at 30 June
	35,875 

	 314,328 
	Total taxpayers’ funds
	 300,771


Note 15: Reconciliation of net surplus/(deficit) to net cash from operating activities

	ACTUAL

2010

$000
	
	ACTUAL

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000

	5,765 
	Net surplus/(deficit) after tax
	5,943 
	- 
	- 

	
	Add/(less) non-cash items
	
	
	

	27,477 
	Depreciation
	33,256 
	34,292 
	34,197 

	36,060 
	Amortisation
	32,338 
	31,342 
	40,073 

	63,537 
	Total non-cash items
	65,594 
	65,634 
	74,270 

	
	Add/(less) items classified as investing or financing activities
	
	
	

	240 
	(Gains)/losses on disposal property, plant and equipment
	(475)
	- 
	- 

	240 
	Total items classified as investing or financing activities
	(475)
	- 
	- 

	
	Add/(less) working capital movements
	
	
	

	(3,770)
	(Increase)/decrease in accounts receivable
	(67,202)
	- 
	- 

	(201)
	(Increase)/decrease in prepayments
	(2,099)
	- 
	- 

	26,649 
	Increase/(decrease) in accounts payable
	(22,134)
	- 
	- 

	(1,469)
	Increase/(decrease) in capital charge
	- 
	- 
	- 

	2,568 
	Increase/(decrease) in provision for employee entitlements
	3,154 
	- 
	- 

	(8,389)
	Increase/(decrease) other provisions
	(1,595)
	- 
	- 

	15,388 
	Net movements in working capital items
	(89,876)
	- 
	- 

	
	Add/(less) movements in non-current liabilities
	
	
	

	1,402 
	Increase/(decrease) in provision for employee entitlements
	2,990 
	- 
	- 

	1,402 
	Net movements in non-current liabilities
	2,990 
	- 
	- 

	86,332 
	Net cash inflow from operating activities
	(15,824)
	65,634
	74,270


Note 16: Related party transactions 

All related party transactions have been entered into on an arm’s-length basis.

The Ministry is a wholly-owned entity of the Crown. The Government significantly influences the role of the Ministry as well as being its major source of revenue.

Significant transactions with government-related entities

The Ministry has received funding from the Crown of $1,187 million (2010: $1,173 million) to provide services to the public for the year ended 30 June 2011.

Collectively, but not individually, significant transactions with government-related entities

In conducting its activities, the Ministry is required to pay various taxes and levies (such as GST, FBT, PAYE, and ACC levies) to the Crown and entities related to the Crown. The payment of these taxes and levies, other than income tax, is based on the standard terms and conditions that apply to all tax and levy payers. The Ministry is exempt from paying income tax.

The Ministry also purchases goods and services from entities controlled, significantly influenced, or jointly controlled by the Crown. Purchases from these government-related entities for the year ended 30 June 2011 totalled $108.030 million (2010: $107.840 million). These purchases included the purchase of electricity from Genesis Energy and Meridian Energy, air travel from Air New Zealand, legal services from the Crown Law Office, postal services from New Zealand Post and vocational skills training from the Tertiary Education Commission.

Transactions with key management personnel

Key management personnel compensation
	ACTUAL

2010

$000
	
	ACTUAL

2011

$000

	 3,508 
	Salaries and other short-term employee benefits
	 3,143 

	 74 
	Post-employment benefits
	78 

	 - 
	Other long-term benefits
	- 

	 - 
	Termination benefits
	- 

	 3,582 
	Total key management personnel compensation
	 3,221


Key management personnel compensation includes the remuneration for the Chief Executive and the nine members of the Senior Management Team. The above table also includes the remuneration paid to staff who acted in senior management roles during the year.

Key management personnel compensation excludes the remuneration and other benefits received by the Minister of Social Development. The Minister’s remuneration and other benefits are not received only for her role as a member of the key management personnel of the Ministry. The Minister’s remuneration and other benefits are set by the Remuneration Authority under the Civil List Act 1979 and are paid under Permanent Legislative Authority, and are not paid by the Ministry of Social Development.

Related party transactions involving key management personnel (or their close family members):

· Related parties of key management personnel who are in receipt of statutory benefits, pensions or student loans are receiving them based on their own entitlements and eligibility criteria to such benefits, pensions or student loans.

No provision has been required, nor any expense recognised, for the impairment of receivables from related parties.
Note 17: Events after the balance sheet date

No significant events, which may have had an impact on the actual results, have occurred between year-end and the signing of the financial statements.

Note 18: Financial instrument risks

The Ministry’s activities expose it to a variety of financial instrument risks, including market risk, credit risk and liquidity risk. The Ministry has a series of policies to manage the risks associated with financial instruments and seeks to minimise its exposure from financial instruments. These policies do not allow any transactions that are speculative in nature to be entered into.

Market risk

Currency risk

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of changes in foreign exchange rates.

The Ministry purchases some capital equipment internationally and is exposed to currency risk arising from various currency exposures, primarily from the US and Australian dollars. Currency risk arises from future capital purchases and recognised liabilities, which are denominated in a foreign currency.

As at 30 June 2011 there were no significant foreign exchange exposures that required a sensitivity analysis to be prepared.

Interest rate risk

Interest rate risk is the risk that the fair value of a financial instrument or the cash flows from a financial instrument will fluctuate, due to changes in market interest rates.

The Ministry has no interest-bearing financial instruments and, accordingly, has no exposure to interest rate risk.

Credit risk

Credit risk is the risk that a third party will default on its obligation to the Ministry, causing the Ministry to incur a loss.

In the normal course of the Ministry’s business, credit risk arises from debtors, deposits with banks and derivative financial instrument assets.

The Ministry is only permitted to deposit funds with Westpac, a registered bank, and to enter into foreign exchange forward contracts with the New Zealand Debt Management Office. These entities have high credit ratings. 

For its other financial instruments, the Ministry does not have significant concentrations of credit risk. The Ministry’s maximum credit exposure for each class of financial instrument is represented by the total carrying amount of cash and cash equivalents, net debtors (refer Note 7), and derivative financial instrument assets. There is no collateral held as security against these financial instruments, including those instruments that are overdue or impaired.

Liquidity 

Liquidity risk is the risk that the Ministry will encounter difficulty raising liquid funds to meet its commitments as they fall due.

In meeting its liquidity requirements, the Ministry closely monitors its forecast cash requirements with expected cash draw-downs from the New Zealand Debt Management Office. The Ministry maintains a target level of available cash to meet liquidity requirements.

Financial Instrument risks

Classes and categories of financial assets

	as at 30 June 2010

Designation
	
	as at 30 June 2011

Designation

	Amortised cost

$000
	Loans & receivables

$000
	Held for trading

$000
	Fair value through P&L

$000
	Total

$000
	
	Amortised cost

$000
	Loans & receivables

$000
	Held for trading

$000
	Fair value through P&L

$000
	Total

$000

	-  
	127,028 
	-  
	-  
	127,028 
	Cash and cash equivalents
	 -   
	 43,432 
	 -   
	 -   
	 43,432 

	-  
	7,479 
	-  
	-  
	7,479 
	Trade and other receivables
	 -   
	 74,681 
	 -   
	 -   
	 74,681 

	-  
	134,507 
	-  
	-  
	134,507 
	Total financial assets by designation
	 -   
	 118,113 
	 -   
	 -   
	118,113 


Classes and categories of financial liabilities

	as at 30 June 2010

Designation
	
	as at 30 June 2011

Designation

	Amortised cost

$000
	Held for trading

$000
	Fair value through P&L

$000
	Total

$000
	
	Amortised cost

$000
	Held for trading

$000
	Fair value through P&L

$000
	Total

$000

	97,804 
	-  
	-  
	97,804 
	Accounts payable
	 75,672 
	 -   
	 -   
	 75,672 

	97,804 
	-  
	-  
	97,804 
	Total financial liabilities by designation
	 75,672 
	 -   
	 -   
	 75,672 


Foreign currency risk management

	as at 30 June 2010
	
	as at 30 June 2011

	NZD

NZ$000
	AUD

NZ$000
	Other

NZ$000
	Total

NZ$000
	
	NZD

NZ$000
	AUD

NZ$000
	Other

NZ$000
	Total

NZ$000

	126,868 
	160 
	-  
	127,028 
	Cash and cash equivalents
	 43,000 
	 432 
	 -   
	 43,432 

	7,479 
	-  
	-  
	7,479 
	Trade and other receivables
	 74,681 
	 -   
	 -   
	 74,681 

	134,347 
	160
	-  
	134,507 
	Total financial assets
	117,681 
	 432 
	 -   
	118,113 

	97,804 
	-  
	-  
	97,804 
	Accounts payable
	 75,672 
	 -   
	 -   
	 75,672 

	97,804 
	-  
	-  
	97,804 
	Total financial liabilities
	 75,672 
	 -   
	 -   
	 75,672 


Australian cash and cash equivalents is used to pay Australian creditors direct in Australian currency.
Credit risk management

	as at 30 June 2010
	
	as at 30 June 2011

	AAA

$000
	AA

$000
	A

$000
	Non-rated

$000
	Total

$000
	
	AAA

$000
	AA

$000
	A

$000
	Non-rated

$000
	Total

$000

	-  
	126,980 
	-  
	48 
	127,028 
	Cash and cash equivalents
	 -   
	 43,377 
	 -   
	 55 
	 43,432 

	-  
	-  
	-  
	7,479 
	7,479 
	Trade and other receivables
	 -   
	 -   
	 -   
	 74,681 
	 74,681 

	-  
	126,980 
	-  
	7,527 
	134,507 
	Total financial assets
	 -   
	 43,377 
	 -   
	 74,736 
	 118,113 


The non-rated portion of cash and cash equivalents is the Ministry’s petty cash fund.

Concentration of credit exposure by geographical area
	as at 30 June 2010
	
	as at 30 June 2011

	New Zealand

$000
	Australia
$000
	Europe

$000
	Other

$000
	Total

$000
	
	New Zealand

$000
	Australia

$000
	Europe

$000
	Other

$000
	Total

$000

	126,868 
	160 
	-  
	-  
	127,028 
	Cash and cash equivalents
	 43,000 
	 432 
	 -   
	 -   
	 43,432 

	7,479 
	-  
	-  
	-  
	7,479 
	Trade and other receivables
	 74,681 
	 -   
	 -   
	 -   
	 74,681 

	134,347 
	160 
	-  
	-  
	134,507 
	Total financial assets
	 117,681 
	 432 
	 -   
	 -   
	118,113 


Liquidity risk management

	as at 30 June 2010
	
	as at 30 June 2011

	Carrying value

$000
	Contractual cash flows

$000
	0-12 months

$000
	1-2 
years

$000
	> 2 years

$000
	
	Carrying value

$000
	Contractual cash flows

$000
	0-12 months

$000
	1-2 
years

$000
	> 2 years

$000

	97,804 
	97,804 
	97,804 
	-  
	-  
	Accounts payable
	 75,672 
	 75,672 
	 75,672 
	 -   
	 -   

	97,804 
	97,804 
	97,804 
	-  
	-  
	Total financial liabilities
	 75,672 
	 75,672 
	 75,672 
	 -   
	 -  


Note 19: Capital management

The Ministry’s capital is its equity (or taxpayers’ funds), which comprises general funds and revaluation reserves. Equity is represented by net assets.

The Ministry manages its revenues, expenses, assets, liabilities and general financial dealings prudently. The Ministry’s equity is largely managed as a by-product of managing income, expenses, assets, liabilities, and the Ministry’s compliance with the Government Budget processes, Treasury Instructions and the Public Finance Act 1989.

The objective of managing the Ministry’s equity is to ensure the Ministry effectively achieves its goals and objectives for which it has been established, while remaining a going concern.
Note 20: Major budget variations

Explanations for major variances from the Ministry’s estimated figures in the Forecast Financial Statements are as follows:

	
	NOTES
	ACTUAL

2011

$000
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000
	MAIN ESTIMATES VS ACTUAL

VARIANCE

2011

$000

	Statement of Financial Position
	
	
	
	
	

	Taxpayers’ funds
	
	
	
	
	

	General funds
	(a)
	264,896 
	282,901 
	264,896 
	18,005 

	Assets
	
	
	
	
	

	Crown Receivable
	(b)
	69,000 
	- 
	- 
	(69,000)

	Property, plant and equipment
	(c)
	303,502 
	340,383 
	310,171 
	36,881 

	Intangible assets
	(d)
	46,635 
	68,628 
	42,002 
	21,993 

	Statement of Cash Flows
	
	
	
	
	

	Cash flows from financing activies
	
	
	
	
	

	Capital withdrawal from the Crown
	(e)
	(19,825)
	- 
	(19,825)
	19,825


Statement of Financial Position

a)
General funds were lower due to capital repayment of $16.175 million and repayment of $3.650 million for the Growing up in New Zealand Study. The offsetting balance of $1.820 million relates to the transfer of the Te Hurihanga building from Vote Justice.

b)
Crown Receivable relates to funds that the Ministry has not drawn down for 2011, partly due to timing delays on capital projects and partly to the draw-down process changing to the 1st of the month.

c)
The Property, plant and equipment balance was lower due to a combination of savings and the timing of the completion of IT projects and property fit-outs.

d)
The Intangible assets balance was lower due to the timing of the completion of a number of work in progress software development projects.

Statement of Cash Flows

e)
The Capital withdrawal from the Crown variance relates to the capital repayment of $16.175 million and the repayment of $3.650 million for the Growing up in New Zealand Study. 

Changes in appropriations

The table below summarises the material changes in appropriations between the Main Estimates and the final Supplementary Estimates for the 2010/2011 financial year.

	
	MAIN

ESTIMATES

2011

$000
	SUPPLEMENTARY

ESTIMATES

2011

$000
	VARIANCE

2011

$000
	EXPLANATION

	VOTE SOCIAL DEVELOPMENT
	
	
	
	

	Care and Protection Services
	315,885 
	328,344 
	12,459 
	The increase was due to:

-
a fiscally neutral transfer to accurately reflect the appropriation cost 
($9.950 million)

-
S26A adjustment to meet backdated liabilities to current and former staff and to providers ($2.6 million).

	Tailored Sets of Services to Help People into Work or Achieve Independence
	431,130 
	 445,225 
	14,095 
	The increase was due to:

-
a fiscally neutral transfer of additional costs related to Canterbury Earthquake ($7.531 million)

-
a transfer from Vote Revenue for the Service Transformation business case 
($3 million)

-
a fiscally neutral transfer to fund Future Focus operational costs ($2.85 million)

-
drawing down funding from the GST compensation contingency for system changes ($1.6 million)

-
a fiscally neutral transfer of administration funding for Reconfigured Training Opportunities ($1 million).

This was offset by:

-
a fiscally neutral transfer to accurately reflect the appropriation cost 
($2.845 million).

	Vocational Skills Training
	85,635 
	69,040 
	(16,595)
	The decrease relates to a decision about Reconfiguring Training Opportunities with some of the funding transferred to Employment Assistance.

	Ministry of Social Development - Capital Expenditure PLA
	 75,356 
	 61,439 
	(13,917)
	The decease was due to:

-
lower than estimated cost of building the new Youth Justice facility in the 
Bay of Plenty.


� Remeasurements relates to movement in the unvested long service leave provision due to changes in discount rates.


� This includes adjustments made in the Supplementary Estimates and transfers made under section 26A of the Public Finance Act 1989.


� This includes adjustments made in the Supplementary Estimates and transfers made under section 26A of the Public Finance Act 1989.


�   Client financial plan costs includes monies paid for the provision of the care and protection of children and young persons, and the provision of programmes and services to support the resolution of behaviour and relationship difficulties. A portion of these costs is used to support statutory processes to promote opportunities for family/whänau, hapü/iwi and family groups to consider care and protection and youth justice issues and to contribute to a decision-making process that often removes the need for Court involvement.


�   Non-specific client costs, includes costs which cannot be attributed to a specific client. It includes costs for maintaining an infrastructure that supports the Ministry to meet its legal and support obligations for the care and protection of children and young persons and the casework resolution process. The costs can be grouped into four main categories:


Family home costs including bed availability allowances, family home supplies and foster parent resettlement grants.


Residential costs including programmes and client costs. 


Costs for Care and Protection resource panels of external advisors mandated by the Children, Young Persons, and Their Families Act 1989 to advise on procedures.


External provider contract costs for specific programmes run by non-government organisations to help children and young people.
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