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Note 1:  Summary of  Signif icant  Accounting Pol ic ies 

1.1 Basis of  Account ing
The financial statements are required by clause 1(b) of Schedule 1 to the
Commonwealth Authorities and Companies Act 1997 and are a general purpose
financial report.

The statements have been prepared in accordance with:

• Finance Minister’s Orders (being the Commonwealth Authorities and
Companies Orders (Financial Statements for reporting periods ending on or
after 30 June 2004);

• Australian Accounting Standards and Accounting Interpretations issued by the
Australian Accounting Standards Board;

• other authoritative pronouncements of the Board; and 
• the Consensus Views of the Urgent Issues Group. 

The statements have been prepared having regard to: 

• The Explanatory Notes to Schedule 1 issued by the Department of Finance
and Administration; and

• Finance Briefs issued by the Department of Finance and Administration. 

The Statements of Financial Performance and Financial Position have been
prepared on an accrual basis and are in accordance with historical cost conven-
tion, 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. 

Assets and liabilities are recognised in the Statement of Financial Position when
and only when it is probable that future economic benefits will flow and the
amounts of the assets or liabilities can be reliably measured. Assets and liabili-
ties arising under agreements equally proportionately unperformed are however
not recognised unless required by an accounting standard. Liabilities and assets
that are unrecognised are reported in the Schedule of Commitments. 

Revenues and expenses are recognised in the Statement of Financial
Performance when and only when the flow or consumption or loss of economic
benefit has occurred and can be reliably measured. 

1.2  Changes in  Account ing Pol icy 

The accounting policies used in the preparation of these financial statements are
consistent with those used in 2002–03.

In 2002-03 the Finance Minister’s Orders introduced an impairment test for non-
current assets which were carried at cost and not subject to AAS10 Recoverab le
Amount  o f  Non-Current  Asse ts. In 2003-04, the impairment test provisions of the
FMOs have been extended to cover non-current assets carried at deprival value.
There is no indication of impairment for any assets recognised in the financial
statements.
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1.3  Revenue 

The revenues described in this Note are revenues relating to the core operating
activities of the Institute. 

Revenue from the sale of goods is recognised upon the delivery of goods to
customers. 

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

Revenue from disposal of non-current assets is recognised when control of the
asset has passed to the buyer.

Revenue from the rendering of a service is recognised by reference to the stage
of completion of the contract to provide the service. The stage of completion is
determined according to the proportion that costs incurred to date bear to the
estimated total costs of the transaction.

Receivables for goods and services are recognised at the nominal amounts due
less any provisions for bad and doubtful debts. Collectability of debts is reviewed
at balance date. Provisions are made when collectability of the debt is judged to
be less rather than more likely.

Revenues f rom Government  –  Output  Appropr ia t ions

The full amount of the appropriation for departmental outputs for the year is
recognised as revenue. 

Resources Received Free of  Charge 

Services received free of charge are recognised 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 as revenue at their fair value when the asset qualifies for recognition. 
Services are provided free of charge to support the Australian Indigenous
Leadership Centre Ltd, the Australian Indigenous Cultural Network and Ngiya –
the National Institute for Indigenous Law, Policy and Practice. The fair value of
these services in 2003–04 was $34,000 (2002–03 $99,860)

1.4  Transact ions by the Government  as Owner

Equity In ject ions

Amounts appropriated by the Parliament as equity injections are recognised as
‘contributed equity’ in accordance with the Finance Minister’s Orders.
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1.5  Employee Benef i ts

Benef i ts  

Liabilities for services rendered by employees are recognised at the reporting
date to the extent that they have not been settled.

Liabilities for wages and salaries (including non-monetary benefits), annual leave
and sick leave are measured at their nominal amounts. Other employee benefits
expected to be settled within 12 months of the reporting date are also measured
at their nominal amounts.

The nominal amount is calculated with regard to the rates expected to be paid
on settlement of the liability. 

All other employee benefit liabilities are measured as the present value of the
estimated future cash outflows to be made in respect of services provided by
employees up to the reporting date, using a short-cut methodology to estimate
the present value.

Leave  

The liability for employee entitlements includes provision for annual leave and
long service leave. 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 Institute is estimated to be less than the annual entitlement for sick leave. 

The leave liabilities are calculated on the basis of employees’ remuneration,
including the Institute’s employer superannuation contribution rates to the 
extent that the leave is likely to be taken during service rather than paid out on
termination. 

The non-current portion of the 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 at 30 June 2004. The estimate of the present value of
the liability takes into account attrition rates and pay increases through
promotion and inflation. 

Separat ion and redundancy 

Provision is made for separation and redundancy benefit payments. AIATSIS has
developed a detailed formal plan for the terminations and has informed those
employees affected that it will carry out the terminations.

Superannuat ion 

Most Institute employees are members of the Commonwealth Superannuation
Scheme or the Public Sector Superannuation Scheme. The liability for their
superannuation benefits is recognised in the financial statements of the
Australian Government and is settled by the Australian Government in due
course. 
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AIATSIS makes employer contributions to the Australian Government at rates
determined by an actuary to be sufficient to meet the cost to the Government of
the superannuation entitlements of the Institute’s employees. Some employees
are members of private schemes; AIATSIS contributes to these schemes at
agreed levels, which are at least equal to the minimum employer contributions.

The liability for superannuation recognised as at 30 June represents outstanding
contributions for the final fortnight of the year. 

1.6 Grants 

Most grant agreements require the grantee to perform services, provide facilities,
or meet eligibility criteria. In these cases, the Institute recognises grant liabilities
only to the extent that the services required have been performed or the eligibil-
ity criteria have been satisfied by the grantee.

In cases where grant agreements are made without conditions to be monitored,
liabilities are recognised on signing of the agreement.

1.7  Cash 

Cash means notes and coins held, and any deposits held at call with a bank or
financial institution, plus cash equivalents. Cash equivalents are term deposits
with a bank for periods of less than 3 months. Cash is recognised at its nominal
amount. Interest is credited to revenue as it accrues.

1.8  Investments

Term deposits of 3 months or longer are classified as investments under s18 of
the Commonwea l th  Author i t ies and Companies Ac t  1997 (CAC Act).  They are
recognised at cost. Interest is payable on maturity.

1.9  Acquisi t ion of  A s s e t s

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. 

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. 

1.10 Property (Land, Bui ldings and Infrastructure) ,  Plant and Equipment 

Asset recogni t ion threshold 

Purchases of property, plant and equipment are recognised initially at cost in the
Statement of Financial Position, 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 which are significant in total). 
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Revaluat ions 

Land, buildings, infrastructure, plant and equipment (P & E) are carried at cost or
valuation. Revaluations undertaken up to 30 June 2002 were done on a deprival
basis; revaluations since that date are at fair value. This change in accounting
policy is required by Australian Accounting Standard AASB 1041 Revaluat ion of
Non-Current  Asse ts. The effect of this change in 2003-04 is immaterial. 

Valuations are as at 30 June (Library rare books collection) and 6 May (Artworks
and artefacts).

Fair and deprival values for each class of assets are determined as shown
below.
Asset  C lass Fai r  Value Measured at : Depr ival  Value Measured at :

Land Market selling price Market selling price
Building Market selling price Depreciated replacement 

cost
Leasehold Depreciated replacement Depreciated replacement
Improvements cost cost
Plant & Equipment Market selling price Depreciated replacement 

cost

Under both deprival and fair value, assets which are surplus to requirement are
measured at their net realisable value. At 30 June 2004 AIATSIS the net realis-
able value of surplus assets was $600.  (30 June 2003: $0)

Frequency

Land, buildings, infrastructure, plant and equipment have been revalued on a
progressive basis over a three year cycle in previous years. In 2003–04, the
planned revaluations of the AIATSIS building and Library rare books collection
were deferred until 2004–05. This was because of the uncertainty over the
effects of prospective valuation requirements under the Australian Equivalents to
International Financial Reporting Standards, and is allowed under the Finance
Minister’s Orders. Whilst the effect of the delayed revaluation can’t be reliably
estimated, it is most likely to have understated the value of assets in light of
increased building costs since 2001.

The Institute acquired a new building in March 2001; the building and related
property, plant and equipment are carried at cost pending revaluation. Art and
artefacts were revalued in 2002–03 by Wally Caruana from Caruana Fine Art.
The library rare book collection was revalued in 2000–01 by the Australian
Valuation Office. All other P&E assets are measured at cost. 

Assets in each class acquired after the commencement of a revaluation are
recorded at cost until the next revaluation.

Conduc t

Revaluations are conducted by independent qualified valuers. 
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Deprec ia t ion

Depreciable property plant and equipment assets are written-off to their
estimated residual values over their estimated useful lives to the Institute using,
in all cases, the straight line method of depreciation. 

Depreciation rates (useful lives) and methods are reviewed at each reporting
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 rates applying to each class of depreciable asset are based on the
following useful lives:

2 0 0 4 2 0 0 3

Building 40 to 70 years 40 to 70 years
Major plant and equipment items 5 to 20 years 5 to 20 years
Minor plant and equipment items, 2 to 5 years 2 to 5 years
mainly  office equipment.
Library rare book collection 50 years 50 years

Art and artefacts are not depreciated due to their indefinite lives.

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

1 . 11 Intangibles

The Institute’s intangibles at 30 June 2004 comprise of software licences and
associated implementation costs, a registered trademark and internally-
developed software. At 30 June 2003 they comprised a registered trademark
and internally-developed software. The assets are carried at cost.

All intangible assets were assessed for indications of impairment as at 30 June
2004. None were found to be impaired. 

Intangible assets are amortised on a straight-line basis over their anticipated
useful lives. 

Useful lives are:
2 0 0 4 2 0 0 3

Internally-developed software and 3 to 7 years 5 years
software licences
Trade marks 5 years 5 years

1.12 Inventories 

Inventories held for resale are valued at the lower of cost and net realisable
value. 
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Inventories not held for resale are valued at cost, unless they are no longer
required, in which case they are valued at net realisable value. 

Costs incurred in bringing each item of inventory to its present location and
condition are assigned as cost of direct materials plus attributable costs that are
capable of being allocated on a reasonable basis. 

1 .13  Taxat ion

The Institute is exempt from all forms of taxation except fringe benefits tax and
the goods and services tax (GST). 

Revenues, expenses and assets are recognized net of GST:

• except where the amount of GST incurred is not recoverable from the
Australian Taxation Office; and

• except for receivables and payables.

1.14 Capital  usage charge

Until 30 June 2003 a Capital Use Charge was imposed by the Government on
the net assets of the Institute. The Charge is accounted for as a dividend to
Government. During 2003–04 a payment was made to discharge the liability
accrued in 2002–03.

1.15 Insurance

The Institute has insured for risks through the Government’s insurable risk
managed fund, ‘Comcover’. Workers’ compensation is insured through Comcare
Australia.

Note  2 :  Economic  Dependency

AIATSIS was established by section 4 of the Austral ian Inst i tute of Abor ig inal
a n d  Torres Strai t  Is lander Studies Ac t  1989 and is controlled by the
Commonwealth of Australia. 

The Institute is dependent on appropriations from the Parliament of the
Commonwealth for its continued existence and ability to carry out its normal
activities. 

Note 3:  Events Occurr ing After  Report ing Date

The Institute is not aware of any events occurring after the reporting date which
materially affects its future viability.
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Note 21:  Adopt ion of  Austral ian Equivalents to International  Financial
Report ing Standards f rom 2005-06

The Australian Accounting Standards Board has issued replacement Australian
Accounting Standards to apply from 2005-06. The new standards are the
Australian Equivalents to International Financial Reporting Standards (IFRSs)
which are issued by the International Accounting Standards Board.

The new standards cannot be adopted early. The standards being replaced are
to be withdrawn with effect from 2005-06, but continue to apply in the meantime.

The purpose of issuing Australian Equivalents to IFRSs is to enable Australian
entities reporting under the Corporations Act 2001 to be able to more readily
access overseas capital markets by preparing their financial reports according to
accounting standards more widely used overseas.

It is expected that the Finance Minister will continue to require compliance with
the Accounting Standards issued by the AASB, including the Australian
Equivalents to IFRSs, in his Orders for the Preparation of Authorities’ financial
statements for 2005-06 and beyond.

The Australian Equivalents contain certain additional provisions which will apply
to not-for-profit entities, including AIATSIS. Some of these provisions are in
conflict with the IFRSs and therefore AIATSIS will only be able to assert compli-
ance with the Australian Equivalents to the IFRSs.

Existing AASB standards that have no IFRS equivalent will continue to apply.

Accounting Standard AASB 1047 Disclosing the Impact of  Adopt ing Aust ra l ian
Equivalents to  IFRSs requires that the financial statements for 2003–04 disclose:

• an explanation of how the transition to the Australian Equivalents is being
managed, and

• a narrative explanation of the key differences in accounting policies arising
from the transition.

The purpose of this Note is to make these disclosures.
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Management of  the t ransi t ion to AASB Equiva lents  to  IFRSs

AIATSIS has taken the following steps in preparation towards the implementation
of Australian Equivalents:

• The Institute’s Audit Committee is tasked with oversight of the transition to
and implementation of the Australian Equivalents to IFRSs. The Chief
Finance Officer (CFO) is formally responsible for the project and reports to
the Audit Committee on progress.

• The CFO will identify systems changes necessary to be able to report 
under the Australian Equivalents, including those necessary to enable
capture of data under both sets of rules for 2004–05, and the testing 
and implementation of those changes.

• Preparation of a transitional balance sheet as at 1 July 2004, under
Australian Equivalents, during the 2004–05 year.

• Preparation of an Australian Equivalent balance sheet at the same time as
the 30 June 2005 statements are prepared.

• Meeting reporting deadlines set by Finance for 2005–06 balance sheet
under Australian Equivalent Standards. 

Major changes in account ing pol icy

Changes in accounting policies under Australian Equivalents are applied 
retrospectively i.e. as if the new policy had always applied. This rule means 
that a balance sheet prepared under the Australian Equivalents must be made
as at 1 July 2004, except as permitted in particular circumstances by AASB 1
First- t ime Adopt ion of  Austral ian Equivalents to Internat ional Financial  Report ing
Standards. This will enable the 2005–06 financial statements to report 
comparatives under the Australian Equivalents also.

Changes to major accounting policies are discussed in the following paragraphs.

Property  p lant  and equipment

It is expected that the Finance Minister’s Orders will require property plant and
equipment assets carried at valuation in 2003-04 to be measured at up-to date
fair value from 2005-06. This differs from the accounting policies currently in
place for these assets which, up to and including 2003-04, have been revalued
progressively over a 3-year cycle and which currently include assets at cost (for
purchases since the commencement of a cycle) and at deprival value (which will
differ from their fair value to the extent that they have been measured at 
depreciated replacement cost when a relevant market selling price is available).

However, it is important to note that the Finance Minister requires these assets
to be measured at up-to-date fair values as at 30 June 2005. Further, the 
transitional provisions in AASB 1 will mean that the values at which assets are
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carried as at 30 June 2004 under existing standards will stand in the transitional
balance sheet as at 1 July 2004.

Intangible Asse ts

AIATSIS currently recognises internally-developed software assets on the cost
basis. 

Impairment  of  Non-Current  Asse ts

The Institute’s policy on impairment of non-current assets is at note 1.2. Under
the new Australian Equivalent Standard, these assets will be subject to assess-
ment for impairment and, if there are indications of impairment, measurement of
any impairment (impairment measurement must also be done, irrespective of
any indications of impairment, for intangible assets not yet available for use).
The impairment test is that the carrying amount of an asset must not exceed the
greater of: 

(a) its fair value less costs to sell and 

(b) its value in use. ‘Value in use’ is the net present value of net cash inflows for
for-profit assets of the Authority and depreciated replacement cost for other
assets which would be replaced if AIATSIS was deprived of them.

The impairment test is not expected to have a material impact on AIATSIS
assets.

Employee Benef i ts

The provision for long service leave is measured at the present value of
estimated future cash outflows using market yields as at the reporting date on
national government bonds.

Under the new Australian Equivalent standard, the same discount rate will be
used unless there is a deep market in high quality corporate bonds, in which
case the market yield on such bonds must be used.

Financia l  Instruments

Financial assets and liabilities are likely to be accounted for as ‘held at fair value
through profit and loss’ or available-for-sale where the fair value can be reliably
measured (in which case, changes in value are initially taken to equity). Fair
values will be published prices where an active market exists or by appraisal.

Cash and receivables are expected to continue to be measured at cost

Financial assets, except those classified as ‘held at fair value through profit and
loss’, will be subject to impairment testing.


