Long Service Corporation
Annual Report 2015/2016




Long Service
b CORPORATION

Head Office

Level 1, 19-21 Watt Street Gosford NSW 2250
Mail

Locked Bag 3000, Central Coast MC NSW 2252
Telephone

1314 41

Internet Address
www.longservice.nsw.gov.au

Email

info@longservice.nsw.gov.au

Hours

8:30am to 5:00pm Monday to Friday

This annual report was produced wholly by Long Service
Corporation officers.

There were no external production costs and the annual
report is available in electronic format only.

This annual report can be accessed on the Long Service
Corporation website.

Annual Report 201516



L etter to the Minister

Parliament House
Macquarie Street
SYDNEY NSW 2000

The Hon Gladys Berejiklian MP
Minister for Industrial Relations

Dear Minister

In accordance with theAnnual Reports (Statutory Bodies) Act 1984submit for your
information and presentation to Parliament, the Annual Report for the Long Service
Corporation for the financial year ended 30 June 2@l

Sincerely,

k-

Rob Whitfield
Chief Executive Officer
31st October 2016
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About Us

Established in 1982 to administer theBuilding and Construtton Industry Long Service
Payments Act 198&he Corporation provides a portable long service payments scheme to
building and construction workers in NSW.

With the introduction of the Long Service Corporation Act 20%hd the Contract Cleaning
Industry (Portable Long Servic&chemd.eavd Act 201th OEA #1 OPT OAOQET 1
the Building and Construction Industry Long Service PaymeniSorporation to the Long
Service Corporation.

As at 30 June 201@he Long Service Corporation provideportable long service schemes to
approximately 332,615 active workers and29,943 active employers in the building and
construction industry and 59,426 active workers and777 active employers in the contract
cleaning industries.

The Long Service Caoration has a diverse range of stakeholders the building and
construction industry and the contract cleaning industry. The Corporation engages with the
New South Wales community, government, employers, workers and third parties. The
Corporation monitors its engagement through a stakeholder engagement model program,
customer satisfaction surveys and feedback.

Stakeholders Key Issues

NSW Community U Levy Payers: Levy paymentf 0.35% onall building and
construction work $25,000 and aboveand1.7% of ordinary

(Levy payers and general wages for the contract cleaning scheme

community) U General Community: Information about levy rate and why we
have it

Workers U  Workers: membership, recording service, claiming

entitlements; other scheme related information and advice

(Workers, self employed workers, | (i Self employed workers: registration, recording service,

trade unions) claiming entitlements, information and advice

U Trade Unions: worker advocacy, scheme coverage, scheme
entitlements and Industry Committee memlership.

Employers U Employers: Responsibilities under the Acts; registration,
lodging worker service, returns, claiming entitlements,

(Employers, employer compliance, levy payment plans/queries

groups/industry associations) U Employer Groups: Employer advooey, scheme coverage,
scheme entitlements and Industry Committee membership

Third Parties U Private Certifiers: regulation, policy and payment
arrangements within the building and construction scheme

(Private Certifiers, Suppliers, U Suppliers: policy, procedures and payment arrangements

Interstate schemes, Tax Agents) | i Interstate Schemes: National Reciprocal Agreement (NRA),
national cooperation initiatives

U Tax Agents: submitting returns for self employed workers in
the building and construction scheme.

Gowernment U Local Government Councils: Levy collection agent, scheme
information for the building and construction scheme

(Local Government Councils, U Government Agencies contracting work in both industries:

Government agencies) Responsibilities under the Acts
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Our Functions and Services

OUR FUNCTIONS

U Ensuring industry workers are registered in the scheme and recording service.

U Ensuring industry employers are aware of their obligations and complying with the
scheme.

U Collecting the long service levy and managg the fund.

Paying claims to workers and employers.

U Marketing the scheme to the participating NSW industries.

c:

OUR S&ERVICES

The Services provided by the Corporation include:

U Helpline operating from 8:30amz 5:00pm Monday to Friday;

U Interpreter services offering support to our many workers and employers from non
English speaking backgrounds;

U Face to face customer service from owffice locatedat Gosford,;

U Field advisory servicesz inspectors are available to do site and office visits to employers

to explain long service obligations, benefits and coverage queries;

Presentations at industry events including trade evenings or association meetings;

Advisory service to other industry stakeholders such as accountancy firms;

U Provision of anelectronic return for councils.

cC: C:

OURVALUES

Our staff work within a framework of clear values:
U Be professional

0 Show respect

U Earn trust

U Be honest

U Be fair

OURVISION

To increase involvement and retention of workers in participating NSW industries by
providing portable Long Serviceentitlements.

OURMISSION
Leverage technology to deliveuser-friendly and effective portable long service schemes.

O050A0 &OEAT AT U8 EO AAZEIT AA ET OAI AGETT O ,3#
touch and self service (online) thus imprioyg the customer experience.
OnwEEAAOEOAG EO AAEET AA ET OAI AGEIT O1 OAOOGEAA

and time efficient

LSCAnnual Report 201516 6



Corporate Plan 2015/2016
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VISION
An online self-service
delivery model which answers
the needs of all our stakeholders

MISSION
Leverage technology to deliver
user-friendly and effective
Portable long service schemes
and to increase membership
of those schemes.

St ok
"0ng Financial Manage™®
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Chi ef Executi ve Of f I

| was delighted to complete my first full year in the role of Abf Executive Officer (CEO) of
Long Service Corporation (LSC). | am pleased to report that the Corporation has made a
number of significant improvements across key areas of its business over the past year.

People engagement was a key focus during the yeaith a number of workshops and training
events conducted including an all team Positive Organisation seminar in May 2016.
Revitalising the LSC culture and driving engagement is integral to Treasury G@xle z being
sought after for the quality of our peope and our advice

The Long Service Corporation continues to benefit from the establishment of its own
Investment Fund within TCorp, now valued at just undef1.1 billion. The Corporation
recorded a surplus of $48.2 million for the financial year and coirtues to strengthen its
financial position with equity now at $241.6 million.

The LSC Investment Fund return of 2.7 per cent or $28.8 million was slightly below bench
mark of three per cent. Levy revenue increased by 14.6 per cent to $165.6 million, ands
offset by an increase in total expenses of 11.5 per cent to $147.8 million.

Improvements to the LSC website and the use of social media and other electronic
communication methods have resulted in better engagement with our customers. This has led
to service improvements such as a significant decrease in missing service requests from
workers, improved employer compliance rates and more accurate registration information.
User surveys of the new worker portal launched in September 2015 show a 58 percent
customer satisfaction rate with how easy the portal is to use. We will continue to work on
improving customer experience with our services.

| would like to thank members of both the Buildingand Construction and Contract Cleaning
Industry Committees for their contribution to the Corporationd lusiness. | would also thank
the LSCteam for their continued commitment and drive to provide excellent service to our
customers and stakeholders.

We are excited to announce the appointment of Kathykuta asthe new Director of LSCfrom
1 August 2016 Kathy is a respected leader and strategist working most recently within

P z A~ x N =

C

e

4 0AAOO0OUBO #1 i1 AOAEAT ' OI OP8 +AOEU AOET CO A O

service and working collaborativelywith our stakeholders. Undd O + AOEU6 O AEOAAOQE

confident LSC will deliver great outcomes for our customers.

Rob Whitfield

Lk

Chief Executive Officer
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Principal Officers (at 30 June 2016)

Rob Whitfield

BCom, Grad Dip Banking, Grad Dip Fin
Secretary

NSW Treasury

Chief Executive Officer

Long Service Corporation

Vicki Telfer

BSc, DipEd, MPA, MALP, MAICD
Executive Director

NSW Industrial Relations

Scott Warr!
BA, MMGT
Director

Sam Sooialé
BIT, C Mgr, MBA
Deputy Director

Eric Hartge
McomPA, FIPA
Financial Qatroller

Paul Stalling
Dip Financial Markets, Dip Project Management
ManagerStrategy, Policy and Planning

Monica Hu
HDIpSA, MBA, MIS, MACS (Snr) CP
Business Systems Manager

1 position amended to Senior Executive Band 1 from 1 August 2016 under Government Sector Employment Act 2013.
Scott Warr vacated position on 29 July 2016Position filled by new incumbent Kathy SkutCommerce (Hons), MA Economics
from 1 August 2016

2 Position deleted 15 July 2016
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Organisational Structure

MINISTER FOR INDUSTRIAL RELATIONS

CHIEF EXECUTIVE OFFICER (SECRETARY OF NSW TREASURY)

EXECUTIVE DIRECTOR INDUSTRIAL RELATIONS

DIRECTOR LONG SERVICE CORPORATION

DEPUTY DIRECTOR/ FINANCIAL
CHIEF OPERATING OFFICER CONTROLLER

CUSTOMER SERVICES OPERATIONS
COORDINATION

SERVICE UPDATES

REGISTER AND LEVIES LEVIES

REGISTER 1

COMPLIANCE

MARKETING

BUSINESS

STRATEGY & POLICY

CLAIMS

REGISTER 2
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Director@ Report

In the 2015/2016 financial year, under the stewardship of Scott Warr our former Directoythe
Corporation continued to administer both theBuilding and Construction Industry Long Service
Payments Act 198@&nd the Contract Cleaning Industry (Portable lng Service Leave Scheme)
Act 2010to an excellent standard. Whilst meeting its statutory obligations, the Corporation
focused on consolidating the improvement in its financial position.

The Building and Construction Industry (BCI) scheme alone saw clainaypments totalling
$73 million madeto 11,179 workers or their representatives and $156 million in levies being
collected. The Contract Cleaning Industry (CCIl) scheme h&10 million in levy collected this
year and 253 claim payments valued a$341,000. Staff responded toapproximately 113,000
enquiries.

Highlights

An increase in levy revenue is a result of continued growth in the building and construction
industry of which $6.7 million is attributable to OE A # 1 O Pdoraphadde hcliviies.

Progresshas been made in relation to transitioning activities from paper to online. The
collection of email addresses was a crucial component of this as a driver to this reform. Since
the last financial year, we have increased the number of member email addres$ss151 per
cent and now have nearly 90,000 email addresses on the database.
4EA #1 OPT OAOQET 1 IBeéve Sydtem (NIISOeAdGaviehtData Centre (GovDC)
information technology projects commenced in earnest. Requests for tender were released
for;
 StageOneof NILSOEA OADPI AAAT AT O T £/ OEA #1 OP1T OAOQEIT 1
Microsoft Dynamics AX7
 The NSWGovDCproject to move the# T OB 1 O A (hfastiudiute apd4ystems out
from the Department of Finance, Services and Innovatiosiata centre into a purpose-
built centralised NSW Government data centre.

Once contracts are signed, work will commence for both projects in the coming year.

| would like to thank Scott Warr for his considerable contribution to the achievements of the
Corporation. The new financial year brings with it many challenges and opportunities for the
Corporation to build on the good work and excellent achievements of 2015/2016. | look
forward to working in collaboration with our industry and other business partners to deliver
improved services to workers and employers.

P

Kathy Skuta
Director
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The Building and Construction Industry
Long Service Payments Committee

(Referred to as Industry Commitee)

The Industry Committee is constituted under
the Building and Construction Indusy Long
Service Payments Act 1986 is an advisory
and appellate body, consistingf ten part-
time members appointed by the Minister and
chaired by the Chief Executive Officer. The
Industry Committee is empowered under
Section 9 of the Act to advise on
administration of the Act including matters
concerning publicity, the investment of funds
and the rate of the long service levy.

The Industry Committee decides appeals
lodged against Corporation decisions to:

U Reject an application for registration in
the scheme made on behalf of or by
workers

Cancel registrations of workers in the
scheme

Refuse service credits to registered
workers

The Industry Committee also decides appeals
lodged by levy payers in respect of:

0 An assessment made of the amount of a
long sewvice levy due in respect of the
erection of a building

A direction given, or refusal to give such
direction, in relation to interest payable on
a long service levy not paid before the due
date, or extension of time for payment of a
long service levy

Apart from its legislated functions, the

#1 11 EOOAA Al 61 AAOO ¢
relation to customer service standards and
helps ensure the quality and effectiveness of
OAOOGEAAOG 1 AAO AOGOGOT T/

This year the Industry Committee met on
three occasias.

During the year the Committee continued to
provide support and advice to the
Corporation regarding issues such as:

Clarification of key definitions for Scheme
coverage

The eligibility of Supervisors in the Scheme
Scheme coverage of workers involvedithe
manufacture of aluminium windows

u Potential future legislative changes

i 4EA #1 OPT OAOEI 160

c:

ET
Appeals

Sections 4954 of the Act empower the

Industry Committee to determine appeals
lodged by workers, employers and levy payers
in resped of certain Corporation decisions.
Appeals are considered and determined on the
basis of documentary evidence submitted by
the parties involved.

There were no new appeals lodged by levy
payers in the 2015/2016 financial year
however one appeal held ovefrom the
2014/2015 financial year was determined.No
appeals were lodged by employers.

The Committee heard and gave consideration

to 289 appeals lodged by workers, including a

number of appeals held over from the previous
financial year.
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BCIINDUSTRYCOMMITTEE

CHAIRPERSON

Vicki Telfer
BSc, DipEd, MPA, MALP, MAICD

Executive Director NSW Industrial Relations
(NSWIR)

Meeting attendance: 3 out of 3

MEMBERS NOMINATED BYHE UNIONSNSW

Keryn McWhinney
Dip Ind Law

SeniorIndustrial Officer/Coordinator

Manager, Wage Claims Industrial Department
Construction Forestry Mining Energy Union
(CFMEV),

(Construction & General Division) NSW Branch

Meeting attendance: 3 out of 3

Paul Farrow

Aircraft Maintenance Engineer
National Organiser,
Australian Workers Union NSW

Meeting attendance: 3 out of 3

Robyn Fortescue
BA

Assistant State Secretary
Australian Manufacturing Workers Union
(AMWU)

Meeting attendance: 3 out of 3

MEMBERS DIRECTLY APRETED BY THEMINISTER

David Bare
BE (Mat.) Business Management Certificate
(General Management)

Executive Director,
NSWz Housing Industry Australia (HIA)

Meeting attendance: 3 out of 3

Melissa Adler
BCom, LLB

Executive Director Workplace Relations
Housing Industry Association (HIA)

Meeting attendance: 2 out of 3

MEMBERS DIRECTLY RPOINTED BY THEMINISTER
(CONT)

David Castledine
B. Eng, LL,B, GAICD

CEO
Civil Contractors Federation (CCF) NSW

Meeting attendance: 1 out of 3

Therese Lauriola
Dip Project Management

Chief Executive Officer
Master Painters Association (MPA)

Meeting attend ance: 1 out of 3

MEMBERS NOMINATE JOINTLY BY THEMASTER
BUILDERSASSOCIATIONMBA) OFNSWAND THE
AUSTRALIANFEDERATION OFEMPLOYERS AND
INDUSTRIESAFEI)

Brian Seidler
B.BuILD

Executive Director,
Master Builders Association of NSW (MBA)

Meeting attendan ce: 3 out of 3

Paula Thomson
B Law/Business

Senior Workplace Relations Consultant,
Australian Federation of Employers and
Industries (AFEI)

Associate Solicitor AFEI Legal

Meeting attendance: 3 out of 3

Beverly Glover
Dip Management

Secretarylndustrial Relations Department

Master Builders Association of NSW (MBA NSW)

Meeting attendance: 3 out of 3
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The Contract Cleaning Industry
Long Service Leave Committee

(Referred to as Industry Commitee)

The Industry Committee is constituted under
the Contract Cleaing Industry (Portable Long
Service Leave Scheme) Act 20110s an
advisory and appellate body, consisting of
eight part-time members appointed by the
Minister and chaired by the Chief Executive
Officer. The Industry Committee is
constituted under Secton 9 of the Actand is
empowered to determine appeals under
S77-84 of the Act.

The Industry Committee decides appeals
lodged by workers against Corporation
decisions to:

U Reject an application for registration in
the scheme made on behalf of or by

worker s

Cancel registrations of workers in the
scheme

Apply a limitation to the minimum and
maximum rates of pay used to claim

The Industry Committee also decides appeals
lodged by employers against Corporation
decisions to:

U Reject an application for registraton in
the scheme by an employer

U Cancel registration of employers in the
scheme

U Refuse or reject an application to register
a worker

U Refuse to grant an exemption or
revocation of an exemption from lodging a
return

U Refuse to grant an extension of time to
pay a levy

U Refuse to waive or reduce interest on
unpaid levies

U Make an assessment on an unpaid levy

Apart from its legislated functions, the

#1 11 EOOAA Al 61 AAOO .
relation to customer service standards and
helps ensure the quality anceffectiveness of
OAOOGEAAO 1 AAO ABOOI I,

This year the Industry Committee met ortwo
occasions

During the year the Committee continued to
provide support and advice to the
Corporation regarding issues such as:

Increasing the capacity for availabity of
information to workers and employers of
non English speaking backgrounds

U Conducting benchmarking of like schemes
at the five year fund establishment mark
to compare both employer and worker
statistics

U Workers reaching the four year gap
period

U Devdoping and supporting the Cleaning
Accountability Framework certification
process. This Framework establishes gab
standards within the industry

U Ensuring the process for payment of
worker claims is viable and compliant

U Legislative review.

Appeals

Sectiors 77-84 of the Contract Cleaning
Industry (Portable Long Service Leave Schen
Act 2010empowers the Contract Cleaning
Industry Long Service Leave Committee to
determine appeals lodged by workers and
employers in respect of certain Corporation
decisions. Apeals are considered and
determined on the basis of documented
evidence submitted by the parties involved.

There were no appeals lodged this financial
year.
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CCIINDUSTRYCOMMITTEE

CHAIRPERSON

Vicki Telfer
BSc, DipEd, MPA, MALP, MAICD

Executive Director NSW Industrial Relations
(NSWIR)

Meeting attendance: 2 out of 2

MEMBERS NOMINATED BYHE UNIONSNSW

Emma Maiden
BA Economics, Dip Law

Assistant Secretary Unions NSW

Meeting attendance: 2 out of 2

Georgia Potter -Butler
LLB/BA Barrister and Solicitor NZ

Industrial Officer, Unions NSW
Meeting attendance: 2 out of 2

MEMBERS NOMINATED BYJNITED VOICE
Mark Boyd

Secretary,
Unions NSW

Meeting attendance: 2 out of 2

Mel Gatfield
BA Industr ial Relations/Political Science

Branch Secretary

Meeting attendance : 1 out of 2

MEMBERS NOMINATED BYHE BUILDING SERVICE
CONTRACTORSASSOCIATION ORAUSTRALIA
(BSCAA)

Ravindra Naidoo
BA (Hons) Economics, CPA

Financial Controller Quad Services,

Meeting attendance: 2 out of 2

Barbara Connolly
BA

Executive Director BSCAANSW Division
National Officer BSCAA Ltd

Meeting attendance: 2 out of 2

MEMBERS NOMINATED BYHE AUSTRALIAN
CLEANINGCONTRACTORSALLIANCE(ACCA)

John Laws
Cert IV Assessment, Cert IV Finance
Broking, Cert Personnel Administration

Executive Director AC@,
Registered Catract Cleaning Manager

Meeting attendance: 1 out of 2

Natalie Stephens

General Manager Procare Property Services
Pty Ltd,
Vice President ACCA

Meeting attendance: 1 out of 2
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Good Governance

The Long Service Corporation hasisurance in place to cover all its assets and major riskss
insurance policies include workers compensation, building contents (including office
equipment), motor vehicles and public liability. These policies are with the NSW

T OAOT | Ainddiéar@e séhdnhe Ahe Treasury Managed Fund.

47 [T ETEIi EOA OEA 1T EEAIEEITA AT A EIi PAAO 1T £ xI OE
compensation risks are actively managed with premptive workplace inspections, early

intervention and aWork Health & Safety Committe. The Treasury Managed Fund Premium

Incentive Scheme encourages effective risk managemeAgencies that manage risk will

receive lower premiums, while those with poor risk management are penalised.

Audit and Risk Committee (AR C)

The Corporation has its ownndependent Audit and Risk Committeecomprising of a Chair
and two Members.The Committee met regularly to monitor identified risks and oversee
audits and reviews of the activities of the Corporation.

For further detail please refer to the Report from the Audit and Risk Committee on pag&.1

Business Continuity Management and Planning (BCM and BCP)

During the course of the yearthe Corporation updated its BCP plan to be included as part of
incident. In May 2016, 0EA #1 OP1 OA CaBsedsdil @gaihstiife Intevhadional
Organisation for Standardisation 1S022301:2012 Business Continuity Management by an
external business continuily expert to identify any gaps4 EA #1 OBT OAOET 160 A
AT 1T OET OEOU | AT ACAT AT O OUOOATI AO DPAOO T AnoOEA i
low scores.

Compliance, Risk, Assurance Management System

In April 2016, Treasuryimplemented the PROTECHT BEM compliance, risk, assurance

management software system (CRAMS). The system integate OAAOOOUSG O AT A OEA
#1 OPT OAOET 160 Aii Pl EAT AAh OEOE dthehepoitiogr@OAT A A
approval processes. CRAMS will algwovide a standardised nechanism for analysing and

reporting risks across the Corporation. The new system includesn automated internal audit

issue tracker; gifts and benefits register and private/conflict oE T O A @idclogbr@egister-
replacing the current manually comgled systems. It also has capacityto distribute, compile

AT A OADPT OO0 11 OEA #1 OPT OAOET 160 1TAx Al i DI EATA
Risk Assessment

Risk workshops were conducted with the management team to identify and assess the

I Al OEOEO Al
been conducted as part of the NILS and Gov DC information technology frdf 006 CT OAOT A
arrangements.
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Report from the Audit & Risk Committee

Dear Secretary
In compliance with TPP 15-03, the Audit and Risk Committee of the NSW Long Service Corporation
(LSC) aims to:

o assess risks arising from the operations of LSC and the adequacy of measures in place to
control those risks

e liaise with external audit
o assure the integrity of LSC’s external financial reporting and internal management reporting

e oversee the internal audit function, risk management, corporate governance, and other
internal assurance processes that operate within LSC.

LSC’s Audit & Risk Committee, which first met in September 2013, continued its operations without
any personnel change throughout 2015-16. It reports to the Chief Executive Officer of LSC, which
position is held by the Secretary, Treasury.

Committee Membership

The Committee is constituted in compliance with NSW policy TPP 15-03.
Current membership:

e Victor Lewis (independent Chair from July 2013)
L ]

Felicity Barr (independent member from July 2013. Term extended in February 2015 to 31
July 2019)

e Neal O'Callaghan (independent member from July 2013)

Committee Meetings

The Committee met on six occasions during 2015-16. Member attendance was excellent, with all
members attending all meetings. During the course of the year the Committee monitored matters
including:

e The ongoing process of implementing of the New Integrated Leave System (NILS)

e LSC’s movement away from its shared service provider (Safety & Return to Work Services)
which included moving payroll in-house and the ongoing process of data migration to the
Government Data Centre

e Development of the LSC Corporate Plan for 2015-2018

o LSC'’s financial statements for 2014-15 and its early close statements for 2015-16

e Issues and risks arising in the development of the 2014-15 financial statements

o Data security and data cleansing issues preparatory to the Corporation’s move to a new
information and knowledge management system (NILS) in 2016-17

e Reviews and recommendations concerning LSC investment strategy, the rate of the Long
Service Levy and the viability of the Fund.

Internal Audit Program

The Committee oversees audits and reviews of the activities of the Long Service Corporation, as
scheduled in the annual internal audit plan. The areas to be audited are determined based on
exposure to potential strategic or operating risks.

The following reports on internal audits and reviews were reviewed by the Committee and
commended to the Secretary in 2015-16:

11a ARC Annual Report to CEO 2015-16.docx
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e Fraud Risk and Corruption Control Review

o LSC IT Security Phase 2 Penetration Test Report

e Follow-up Audit on Agreed Recommendations from Previous Internal Audits
e Review of the LSC Payroll

e Review of transitional projects, including data transition from WorkCover to GovDC, LSC
move to Treasury HR and Lidcombe office move to Parramatta.

The following audits were completed and awaiting management for responses as at 30 June 2016:

e BCl and CCI claims process review.

At each meeting the Committee monitors the appropriateness and timeliness of management
responses to completed internal audits and reviews, and to Audit Office management letters.

Progress in Addressing the Recommendations Made in Internal Audit Reports and in External
Audit’s Management Letters

Progress against these recommendations is examined at every meeting, and audited at the end of the
financial year. The Committee may seek interim updates on any risk or identified gap of special
concern.

As at 30 June 2016, there were 51 Internal Audit recommendations still waiting to be finalised. 3 of

these have a High risk rating, 5 have a Significant rating and the rest are rated Moderate or Low or
are not rated.

From the AO 2014-15 Management Letter, 5 recommendations were still open at 30 June 2016. All
of these were rated Moderate, Low or not rated. There is a further AO recommendation in relation to
an independent review of LSC's compliance with the NSW Government's disaster recovery
requirements, which is not rated.

In addition to the above, there are 7 recommendations from private contractors which are rated as
Moderate, Low or not rated.

Victor Lewis
Independent Chair
Long Service Corporation Audit and Risk Committee

11a ARC Annual Report to CEO 2015-16.docx
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Internal Audit and Risk Management Attestation Statement for the
2015-2016 Financial Year for Long Service Corporation (LSC)

I, Robert Whitfield am of the opinion that the LSC has internal audit and risk management
processes in operation that are compliant with the eight core requirements set out in the Internal
Audit and Risk Management Policy for the NSW Public Sector, specifically:

Core Requirements For each requirement,
please specify whether

compliant, non-compliant, or

in transition

Risk Management Framework

1.1 The agency head is ultimately responsible and accountable for risk Compliant
management in the agency

1:2 A risk management framework that is appropriate to the agency has been Compliant
established and maintained and the framework is consistent with AS/NZS ISO
31000:2009

Internal Audit Function

2.1 An internal audit function has been established and maintained Compliant

2.2 The operation of the internal audit function is consistent with the International =~ Compliant
Standards for the Professional Practice of Internal Auditing

2.3 The agency has an Internal Audit Charter that is consistent with the content of = Compliant
the ‘model charter’

Audit and Risk Committee

3.1 An independent Audit and Risk Committee with appropriate expertise has Compliant
been established

3.2 The Audit and Risk Committee is an advisory committee providing assistance Compliant
to the agency head on the agency’s governance processes, risk management
and control frameworks, and its external accountability obligations

3.3 The Audit and Risk Committee has a Charter that is consistent with the content Compliant
of the *‘model charter’

Membership
The chair and members of the Audit and Risk Committee are:

* Independent Chair, Victor Lewis, appointed July 2013 to 30 June 2017,

e Independent member Felicity Barr, appointed July 2013, extended in February 2015 to 31 July
2019

* Independent member Neal O’Callaghan, appointed July 2013, extended in July 2016 to 1
August, 2020

RoBert Whitfield—

Chief Executive Officer
Date: 23 August 2016

Vifginia Tinson Aman Chand
Director of Risk Chief Audit Executive
Telephone: 02 9228 3783 Telephone: 02 9228 3621

TPP15-03 Internal Audit and Risk Management Policy for the NSW Public Sector
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DIGITAL INFORMATIONSECURITYPOLICY(DISP) COMPLIANCEATTESTATION
STATEMENTFORTHE 2015 -2016 FINANCIALYEAR

DIGITAL INFORMATION SECURITY POLICY (DISP) COMPLIANCE ATTESTATION
STATEMENT FOR THE 2015 2016 FINANCIAL YEMR

I, Rob Whitfield, am of the opinion that the Long Service Corporation had an Infornian
Security Management System (ISMS) in place during the 202516 financial year that is
consistent with the Core Requirements set out in the NSW Government Digital Information
Security Policy.

Risks to the digital information and digital information g/stems of the Long Service
Corporation have been assessed against the ISMS being developed in accordance with the
NSW Government Digital Information Security Policy.

The controls in place to mitigate identified risks to the digital information and digital

information systems of the Long Service Corporation are adequate, subject to deficient
passwordcontrolsil T T T A T &£ OEA 1T OCAT EOAOEI 180 xAA ADPDI
assessmentActions to strengthen password controls have subsequently bearompleted.

L

Rob Whitfield
Chief Executive Officer
Long Service Corporation
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FINANCIAL PERFORMANCE SUMMARY

REVENUE AND EXPENSES

During the financial year, revenue from all sources amounted to $196.0 million, whilst expenditure

amounted to $147.8 million. This resulted in a net result of $48.2 million.

The actual net result was greater than budget by $26.8 million, primarily due to the following:

» Decreased return on TCorp Hour-Glass investment facilities, including LSCIFT

» Increased collection of levies from both Schemes
» Decreased Finance Cost due to changes in discount rate
+ Decreased Finance Cost due to unwinding of discount rate

« Decreased Long Service expense

* Increased Personnel services expenses
* Increase in Consulting and Contractor expenses

* Increased other expenses

BUDGET FORECAST AND RESULT

Expenses excluding losses
Operating expenses
Personnel services
Other operating expenses
Depreciation and amortisation
Finance costs
TOTAL EXPENSES EXCLUDING LOSSES

Revenue

Investment revenue

Retained taxes, fees and fines
Other revenue

Total Revenue

NET RESULT

$'000
(40,356)
54,020
1,056
17,276
(4,511)
(677)
48
26,760
Actual Budget Budget
2015/2016 2015/2016 2016/2017
$'000 $'000 $'000
11,992 7,481 7,606
74,869 91,827 105,551
152 165 175
60,781 61,837 60,137
147,794 161,310 173,469
30,231 71,055 71,176
165,630 111,610 133,518
140 92 102
196,001 182,757 204,796
48,207 21,447 31,327
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FINANCIAL TRENDS

Expenses excluding losses
Operating expenses
Personnel services
Other operating expenses
Depreciation and amortisation
Finance costs
TOTAL EXPENSES EXCLUDING LOSSES

Revenue

Investment revenue

Retained taxes, fees and fines
Other revenue

Total Revenue

Gain/(loss) on disposal

NET RESULT (DEFICIT)SURPLUS

FINANCIAL POSITION

Actual Actual Actual Actual Actual
2011/2012 2012/2013 2013/2014 2014/2015 2015/2016
$'000 $'000 $'000 $'000 $'000
12,448 3,370 6,779 7,514 11,992
82,362 126,646 66,623 68,151 74,869
641 226 224 233 152
61,211 (31,952) 53,416 56,684 60,781
156,662 98,290 127,042 132,582 147,794
(2,989) 121,652 97,659 94,436 30,231
80,193 110,883 121,374 144,498 165,630
2 18 87 112 140
77,206 232,553 219,120 239,046 196,001
4 - - 15 -
(79,452) 134,263 92,078 106,479 48,207

The principal assets continue to be investments of $1137.7 million in TCorp Long Term Growth Facility and the
principal liabilities are the estimates for the Provision for Scheme Liabilities of $927.1 million as assessed by
actuarial consultants. Equity improved significantly by $48.2 million from an accumulated funds of $193.4 million at
30 June 2015 to accumulated funds of $241.6 million as at 30 June 2016. Please refer to Note 15 to the Financial

Statements for details of significant non cash gains affecting this year's result.

INVESTMENTS

The Corporation invested its funds in the "Long Term Growth" Long Service Corporation Facilities Trust
administered by NSW Treasury Corporation (TCorp) utilising external managers under contract to TCorp.

The following table shows the movement in funds within these facilities and indicates the rate of return compared

with the benchmark return.

FUND CATEGORIES
Long term growth
Cash

TOTAL

BALANCE ON HAND INVESTMENT
AS AT PERFORMANCE
30 JUNE 30 JUNE
2015 2016 INCOME RETURN
$'000 $'000 $'000 %
999,078 1,137,719 28,778 2.70%
462 - 3 0.00%
999,540 1,137,719 28,781

BENCH
MARK

RETURN
%

3.00%
0.00%
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FINANCIAL PERFORMANCE SUMMARY

ACCOUNTS PAYABLE PERFORMANCE

Current
(within
due date)
Aged analysis at end of each quarter $'000
All suppliers
Sep-15 578,269
Dec-15 651,866
Mar-16 364,709
Jun-16 852,143
Small business suppliers
Sep-15 23,313
Dec-15 16,788
Mar-16 20,303
Jun-16 27,256

Less than
30 days
overdue
$'000

Between Between 61

30 and 60
days

overdue

$'000

and 90
days
overdue
$'000

More than
90 days
overdue
$'000

Note: Although Small business registration with the Corporation commenced in January 2012 in accordance with
NSWTC 11/12, payments have been tracked from July 2011. A small business is defined as an Australian or New
Zealand business with annual turnover of less than $2 Million dollars.

Accounts due or paid within each quarter
Measure
All suppliers
Number of accounts due for payment
Number of accounts paid on time
Actual percentage of accounts paid on time
(based on number of accounts)
Dollar amount of accounts due for payment
Dollar amount of accounts paid on time
Actual percentage of accounts paid on time
(based on $)
Number of payments for interest on overdue
accounts
Interest paid on overdue accounts
Small business suppliers
Number of accounts due for payment
Number of accounts paid on time
Actual percentage of accounts paid on time
(based on number of accounts)
Dollar amount of accounts due for payment
Dollar amount of accounts paid on time
(based on $)

Number of payments for interest on overdue
accounts

Interest paid on overdue accounts

Commentary

Sep-15

195
195

100%
578,269
578,269

100%

Nil
Nil

42
42

100%
23,313
23,313

100%

Nil
Nil

Dec-15

197
197

100%
651,866
651,866

100%

Nil
Nil

35
35

100%
16,788
16,788

100%

Nil
Nil

Mar-16

208
208

100%
364,709
364,709

100%

Nil
Nil

28
28

100%
20,303
20,303

100%

Nil
Nil

Jun-16

281
281

100%
852,143
852,143

100%

Nil
Nil

34
34

100%
27,256
27,256

100%

Nil
Nil

The Corporation has a policy of payments to all suppliers within 14 days from receipt of a correctly rendered invoice.
This is better than the Government directive of 30 days per NSWTC11/12.

The Corporation has not been required to make interest payments to small business in the financial year.

LSCAnnual Report 201516

23



Long Service Corporation
Financial Statements

Statement by Chief Executive Officer 25
I ndependent Auditords report 26
Statement of comprehensive income 28
Statement of financial position 29
Statement of changes in equity 30
Statement of cash flows 31
Notes to the financial statements 32
Controlled Entity Financial Statements - LSCIFT 63

LSCAnnual Report 201516 24



LONG SERVICE CORPORATION
FINANCIAL STATEMENTS FOR THE PERIOD ENDED 30 JUNE 2016

STATEMENT BY CHIEF EXECUTIVE OFFICER
LONG SERVICE CORPORATION

Under Section 41C of the Public Finance and Audit Act, 1983, 1 state that in my opinion:
The accompanying financial statements and notes thereto exhibit a true and fair
view of the financial position and financial performance of the Long Service Corporation as
at 30 June 2016.
The financial statements have been prepared in accordance with the provisions of applicable
Australian Accounting Standards (which include Australian Accounting Interpretations), the
Public Finance and Audit Act 1983, the Public Finance and Audit Regulation, 2015 and the

Treasurer’s Directions.

Further, I am not aware of any circumstances that would render any particulars included in
the financial statements to be misleading or inaccurate.

k

Robert Whitfield
Chief Executive Officer, Long Service Corporation

Dated 16 September 2016 at Sydney
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INDEPENDENT AUDITOR’S REPORT

Long Service Corporation

To Members of the New South Wales Parliament
Opinion

| have audited the accompanying financial statements of Long Service Corporation (the Corporation)
which comprise the statement of financial position as at 30 June 2016, the statement of comprehensive
income, statement of changes in equity and statement of cash flows, for the year then ended, notes
comprising @ summary of significant accounting policies and other explanatory information.

In my opinion, the financial statements:

. give a true and fair view of the financial position of the Corporation as at 30 June 2016, and of
its financial performance and its cash flows for the year then ended in accordance with
Australian Accounting Standards

. are in accordance with section 41B of the Public Finance and Audit Act 1983 (PF&A Act) and
the Public Finance and Audit Regulation 2015

My opinion should be read in conjunction with the rest of this report

Basis for Opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of my report.

| am independent of the Corporation in accordance with the auditor independence requirements of:

. Australian Auditing Standards

. ethical requirements of the Accounting Professional and Ethical Standards Board's APES 110
‘Code of Ethics for Professional Accountants’ (the Code).

| have also fulfilled my other ethical responsibilities in accordance with the Code.

The PF&A Act further promotes independence by ensuring the Auditor-General and the Audit Office of
New South Wales are not compromised in their roles by:

. providing that only Parliament, and not the executive government, can remove an
Auditor-General
. mandating the Auditor-General as auditor of public sector agencies, but precluding the provision

of non-audit services.

| believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion
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The Chief Executive Officer’s Responsibility for the Financial Statements

The Chief Executive Officer is responsible for preparing financial statements that give a true and fair view
in accordance with Australian Accounting Standards and the PF&A Act, and for such internal control as
the Chief Executive Officer determines is necessary to enable the preparation of financial statements that
give a true and fair view and are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Chief Executive Officer must assess the Corporation’s ability to
continue as a going concern unless the Corporation will be dissolved by an Act of Parliament or otherwise
cease operations. The assessment must include, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting.

Auditor’s Responsibility for the Audit of the Financial Statements

My objectives are to:

. obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error
. issue an Independent Auditor's Report including my opinion.

Reasonable assurance is a high level of assurance, but does not guarantee an audit conducted in
accordance with Australian Auditing Standards will always detect material misstatements. Misstatements
can arise from fraud or error. Misstatements are considered material if, individually or in aggregate, they
could reasonably be expected to influence the economic decisions users take based on the financial
statements.

A further description of my responsibilities for the audit of the financial statements is located at the
Auditing and Assurance Standards Board website at: http://www.auasb.gov.au/Home.aspx.
The description forms part of my auditor’s report.

My opinion does not provide assurance:

. that the Corporation carried out its activities effectively, efficiently and economically

. about the assumptions used in formulating the budget figures disclosed in the financial
statements

. about the security and controls over the electronic publication of the audited financial

statements on any website where they may be presented.

A Oyetunji
Director, Financial Audit Services

28 September 2016
SYDNEY
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FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2016
LONG SERVICE CORPORATION

Statement of comprehensive income for the year ended 30 JUNE 2016

Expenses excluding losses
Operating expenses
Personnel services
Other operating expenses
Depreciation and amortisation
Finance costs
TOTAL EXPENSES EXCLUDING LOSSES

Revenua
Investment revenue:
Retained taxes, fees and fines

Other revenue
Total Revenue

Gainf{loss) on disposal

MET RESULT

Other comprehensive income
Total other comprehsive income

TOTAL COMPREHENSIVE INCOME

The accompanying notes form part of these financial statements.

2(a)
2(b)
2(c)
2(d)

3(a)
3(b)
3c)

Actual Budget  Actual
2016 2016 2015
$'000 $'000 $'000
11,992 7,481 7.514
74869 01827 68,151
152 165 233
60,781 61837 56,684
147,794 161,310 132,582
30,231 71055 94,436
165,630 111,610 144,498
140 g2 112
196,001 182,757 239,046
. - 15
48207 21447 106,479
48,207 21,447 106,479
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FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2016
LONG SERVICE CORPORATION

Statement of financial position as at 20 JUNE 2016

ASSETS

Current Assets

Cash and cash equivalents
Recaivablas

Total Current Assets

Non-Current Assets
Financial assets at fair value
Property, plant and equipment
- Plant and equipment
Intangibla assets

Total Mon-Current Assets

Total Assets

LIABILITIES

Current Liabilities
Payables

Provisions

Total Current Liabilities

Non-Current Liabilities
Provisions

Total Non-Current Liabilities
Total Liabilities

MNet Assets

EQUITY
Accumulated Funds
Total Equity

Tha accompanying notes form part of these financial statemants.

Motes

1"
12

12

Actual Budget Actual
2016 2016 2015
$000 £'000 £'000

36,805 45,743 65,714
8,731 8,853 7,889

46,516 54,508 73,703

1,137,719 1,113,723 988,078
63 404 164

156 3,525 141
1,137,938 1,117,652 999,383
1,184,474 1,172,248 1,073,086
1,914 5,505 1,705
802,584 528,304 573,786
B04. 898 533.808 575,491
137,928 436,698 304,154
137,928 436,696 304,154
942,826 970,505 879,645
241,648 201,743 183,441
241,648 201,743 183,441
241,648 201,743 183 441
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FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2016
LONG SERVICE CORPORATION

Statement of changes in equity for the year ended 30 JUNE 2016

Balance at 1 July 2015

MNet result for the year

Other comprehensive income:

Total other comprehensive income for the year

Total comprehensive income for the year

Balance at 30 June 2016

Balance at 1 July 2014

Met result for the year

Other comprehensive income:

Total other comprehensive income for the year

Total comprehensive income for the year

Balance at 30 June 2015

The accompanying notes form part of these financial statements.

Accumulated
Funds

193,441

48,207

48,207

241,648

86,962

106,479

106,479

193,441
I
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FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2016

LONG SERVICE CORPORATION

Statement of cash flows for the year ended 30 JUNE 2016

CASH FLOWS FROM OPERATING ACTIVITIES
Payments

Personnel services

Other

Total Payments

Receipts

Interest received

Retained taxes, fees and fines
Other

Total Receipts

MET CASH FLOWS FROM OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sale of plant and equipment
Purchases of plant and equipment

Purchases of investments

Other

MET CASH FLOWS FROM INVESTING ACTIVITIES

MET INCREASENDECREASE) IN CASH

Opening cash and cash equivalents

CLOSING CASH AND CASH EQUIVALENTS

Actual Budget Actual

2016 2016 2015

Notes $'000 $'000 $'000
(7.707) (7.481) (6.990)

(77673)  (79.075)  (72.451)

(85,380)  (86,556)  (79,441)

708 2,043 1,921

164,256 111,916 144,828

1,436 1,236 1,026

166,400 115,195 147,775

17 81,020 28,639 68,334
. 7 18

(3) (290) (56)

(109,863)  (31,226)  (76,800)

(63) (2,989) (74)

(109,929)  (34,498)  (76,912)

(28,909) {5,859) (8,578)

65,714 51,602 74,292

5 36,805 45,743 65,714

The accompanying notes form part of these financial statements.
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FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2016
LONG SERVICE CORPORATION

{a)

(b

Motes to the financial statements

Summary of Significant Accounting Policies
Reporting entity

The Long Service Corporation (Corporation) is a NSW govemment entity. The Corporation is a not-for-
profit entity (as profit is not its principal objective) and it has no cash generating units. The Corporation
is consolidated as part of the NSW Total State Saclor Accounts.

The Corporation has its principal office at 19-21 Walt Streat, Gosford, and administers the Buiiding
and Construction Industry Long Service Payments Act 1986 and Contract Cleaning Industry (Porfable
Long Service Leave Scheme) Act 2010 . These Acls provide portable long service payments schemes
o building and construction workers and contract cleaning workars in NSW.

The Corporation holds 100% of units issued by the Long Saervice Conporation Investment Facility Trust
(LSCIFT), an Hour-Glass investment facility managed by the New South Walas Treasury Corporation
(TCorp) at its principal office at Leval 22, Governor Phillip Tower, 1 Farrer Place, Sydney. Tha
Corporation controls the LSCIFT, making the Corporation a parent entily for reporting purposes.

Thesa financial statements for the year ended 30 June 2016 have been authorsed for issuea by the
Chief Executive Officer on 16 September 2016.

Basis of praparation

The Corporation’s financial statements are general purpose financial statements which have been

prepared on an accruals basis and in accordance with:

. applicable  Australian  Accounting  Standards  (which  include  Australian  Accounting
Interpretations)

. the requirements of the Public Finance and Audid Act 1953 and Public Finance amd Auvdit
Regulation 2015, and

. the Financial Reporting Directions published in the Financial Reporing Code for NSW Geaneral
Government Sactor Entities or issued by the Treasurer.

The Corporation’s financial statements are saparate financial statements in accordance with AASE

127 "Separate Financial Statements’. The Corporation has applied the exemption from producing

consolidated financial statements available under paragraphes 4(a) and Ausd. 1 of AASE 10

‘Conzolidated Financial Statements”.

The Corporation accounts for its invesiment in its subsidiary, the LSCIFT, by initially measuring the
investmant at fair valua and subsequently classifying the investment as measured at fair value on the
basis of the Corporation's business modeal for managing the investment. Gains or losses are
recognised in profit or loss.

Plant and equipment, and financial assats at Yair valua through profit or loss' are measured at fair
valua. Other financial stalement items are prepared in accordance with the historical cost convention
axcapl whera specified otherwise.

Judgements, key assumplions and eslimations managemen! has made are disclosed in the relevant
noles to the financial statements.

All amounts are rounded 1o the neares! one thousand dollars and are expressed in Australian
curmancy.
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fe)  Statemeant of compliance

The financial statements and notes comply with Australian Accounting Standards, which include
Australian Accounting Interpretations.

{d)  Insurance

The entity’s insurance aclivities are conducted through the NSW Treasury Managed Fund Scheme of
self insurance for Govermnment antities. The expense (premium) is determined by the Fund Manager
based on pas! claim experience.

{&)  Accounting for the Goods and Saervices Tax (GST)

Ineome, expanses and assels anre recognised net of the amount of GST, excapl that the:

amount of GST incurred by the entity as a purchaser that is not recoverable from the Australian
Taxation Office is recognised as part of an assel’s cost of acquisition or as part of an item of
axpansa and

recaivables and payables are stated with the amount of GST included.

Cash flows are included in the statement of cash flows on a gross basis. However, the GST
componants of cash flows arising from investing and financing activilies which are recoverable from, or
payable 1o, the Australian Taxation Office are classified as operating cash flows.

N Income Recognition

Income s maasured at the fair value of the consideration or contribution received or receivable.
Additional comments regarding the accounting policies for the recognition of income are discussed
Ierhomw.

(i)

(ii)

(i)

Investment Revenuea

Mew South Wales Treasury Corporation (TCorp) administers the Corporation’s investment funds
through its Hour-Glass Investment Facilities. Investmeant income comprises interest and
changes in the unit value of the Corporation's investments in TCorp Hour-Glass investment
facilities, including the LSCIFT.

Imtarest income is recognisad using the effective interest method as set oul in AASE 139
Financial Instruments: Recognition and Measurement.

Reatained laxes, feas and fines
Long sarvice levy income

In relation o the Building and Construction Industry a levy is applied at the rate of 0.35% on the
cost of building and construction of $25,000 or above. Long Service Levy income is recognised
when il is received of receivable by the Corporation or the Local Govermmant Councils acting in
their capacity as agenis.

In relation o the Contract Cleaning Industry, a levy is applied at the rate of 1.7% of the cost of
wages paid to workers in that industry. Employers are required to lodge refums on a quarierly
basis. Long service levy income is recognised as these returns are lodged with the Corporation
on an accruals basis, e.g. incomea applicable to employer retums received in July for the June
guarter are recognised as levy iNcome in June.

Other Revenue
Other revenue consists of miscellaneous income thal is recognised as il accrues,

() Assels

(i)

Acquisiions of assats

Assals acquired are initially recognised at cosl. Coslt is the amount of cash or cash equivalents
paid or the fair value of the other consideration given to acquire the asset at the time of its
acquisition or construction or, whare applicable, the amount attributed lo that assel when initially
recognised in accordance with the requiraments of other Australian Accounting Standards.

Assals acquired al no cost, or for nominal consideration, are initially recognised al their fair
value at the date of acquisition.
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(i)

(i)

(iv)

(v)

(vi)

(i)

(i)

Fair value is the prica thal would be received 1o sell an assal in an ordery iransaction between
marketl participants at measurement date.

Where paymenlt for an assel is deferred beyond normal cradil terms, ils cost is the cash price
equivalent; i.e. deferred payment amount is effectively discounted over the period of credit.

Capitalisation thresholds

Planit, equipment and intangible assats costing $5,000 and above individually (or forming part of
a network costing maore than 85 000) are capitalised.

Revaluation of plant and equipment

Physical non-current assals are valued in accordance with the “Valuation of Physical Non-
Current Assals at Fair Value® Policy and Guidelines Papar (TPP 14-01). This policy adopts fair
value in accordance with AASE 13 Fair Value Measurement and AASB 116 Property, Flant and
Equiprmant .

All of the Corporalion's assels are non-specialised assels with shor useful lives and are
measurad at depraciated historical cost, as an approximation of fair value. The Corporation has

aszessad thal any difference between fair value and deprecated historical cost is unlikely to bea
material. Also refer Note 10 for further information regarding fair value.

Impairmant of plant and equipment

As a nol-for-profit antity with no cash generating units, impairmant under AASE 136 Impaimmeant
of Assets is unlikely to arise. As property, plant and equipment is carried at fair value or an
amounl that approsdrmates fair value, impairment can only arsa in the rare dreumslances such
as where the costs of disposal are material. Specifically, impairmant is unlikely for not-for-profit
anliies given that AASE 136 modifies the recoverable amount test for non-cash genarating
asszels for nol-for-profit entities o the higher of fair value less costs of dispesal and depreciated
raplacement cost, where depreciated replacement cost is also fair value.

Depreciation of plant and equipment

Depreciation is provided for on a straight-line basis for all depreciable assets so as 1o write off
the depreciable amount of each assel as it is consurmed over its useful life to the Corporation.

All material separalaly identifiable components of assels are depracialed over their useful lives.

Motor vehicles and plant and equipment are depreciated over five years and computer
equipment is depreciated over thres years. The Corporation's leasehold improvements ane
considerad 1o have a useful life equivalent to the un-axpired period of the leasa.

Maintenance
Day-to-day servicing costs or maintenance are chargad as expensaes as incurmad, excapl whare

they relate to the replacement of a part or component of an assetl, in which case the cosls are
capitalised and depreciated.

Leasad assels

Operating lease payments are recognised as an expeansa on a skraight line basis over the lease
tarm.

Exisling operating leases relate to leasing premisas at 19-21 Wall Street, Gosford, 2-10
Valentine Avenue Parramalla and small iterns of plant and equipment.

The Corporation i nol a party to any finance lease.

Intangible assals

The entity recognises intangible assats only if it is probable thal future economic benefits will
flow to the entity and the cost of the assal can be measured raliably. Intangible assels ara

measurad initially at cost. Where an assel is acquired at no or nominal cost, the cost is its fair
value as al the date of acguisition.

The useful lives of intangible assels are assessed o be finite.
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(i)

(x)

Intangible assets are subsaquently measurad at fair value only if there is an active market. As
there is no active market for the enlity's intangible assels, the assals are carmed al cosl lass any
accumulated amortisation and impairmeant losses.

The entity’s intangible assels which comprise computer software are amortised using the
straight line method over a period of three or five years.

Intangible assals are tested for impairment where an indicator of impairment exists. If the
recoverable amount is less than its carrying amount, the carmying amount is reduced 1o
recoverable amount and the reduction is recognised as an impairment loss.

Recaivables

Recaivables are non-denvative financial assats with fixed or determinable payments thal are not
guoted in an active markel. These financial assets are recognised initially at fair value.
Subsequent measurament is al amortised cost using the aeffective interast method, less an

allowance for any impairmeant of recaivables. Any changes are recognisad in the nel resull for
the year when impaired, derecognised or through the amortisation process.

Short-lerm receivables with no stated interest rale are measured at the original invoice amount
where the effect of discounting is immaterial.

Investmants

Investmeants are intially recognised at fair value plus, in the case of investmants nol at fair value
through profit or loss, transaction costs. The antity determines the classification of its financial
assels after initial recognition and, when allowed and appropriate, re-evaluates this at each
financial year and.

Fair walue through profit or loss - Tha enlily subsequently measures investments dassified as
‘hedd for trading’ or designated upaon initial recognition ‘at fair value through profit or loss' at fair
value. Financial assels are classified as "held for rading’ if they are acquired for the purpose of
selling in the near term. Gains or losses on these assets are recognised in the net result for the

year.

With the exceplion of the LSCIFT, Hour-Glass Investment Facilities are designated at fair value
through profit or loss as these financial assels are managed and their performance is evaluated
on a fair value basis, in accordance with a documented risk managament slrategy, and
information about these asseals is provided internally on thal basis 1o the entity's key
managament parsonnel.

The risk managemeant strateqy of the Corporation has been developed consistent with the
investmenl powers granted under the provision of the Public Authorities (Financial
Arrangements) Act 1987 No 33.

The accounting treatment applied to the LSCIFT Hour-Glass investment facility described in
Mote 1(b) is effectively the same as thal applied to other Hour-Glass investment facilities, that is,
carried al fair value wilth movemnents in fair value recognised in profit or loss.

Hour-Glass cash facdiliies are distinet fram Hour-Glass invastment faciliies.

The movameant in the fair value of the Hour-Glass investment facilities, including LSCIFT,
incorporates distributions recaived as well as unrealised movements in fair value and is reported
in the lire item ‘investment revenoe’.

Purchases or sales of invesimants under contract that require delivery of the assetl within the
timeframe established by convention or regulation are recognised on the trade date; i.e. the date
the entity commils to purchase or sall the asset

The fair value of invesimenls thal are traded al fair value in an active market is determined by
referance to quoted current bid prices at the close of business on the statement of finandcial
position date.
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fh)

(»d)

(i)

e ]

Impairmant of financial assets

All financial assals, excepl thosa measured at fair value through profil and loss, are subject 1o
an annual review for impairmenl An allowance for impairmeant is established when there is
objective evidence that the entity will not be able to collect all amounts due.

For financial assets carried at amortised cost, the amaount of the allowancs is the difference
betwean the assel's carrying amount and the present value of estimated future cash flows,
discounted at the effective interest rate. The amount of the impairment loss is recognised in the
net result for the year.

Da-recognition of financial assets and financial liabilities

A financial asset is derecognised when the contractual rights 1o the cash flows from the financial
assals expire; or if the antily transfers the financial asset:

» where substantially all the risks and rewards have been fransferred or

« where the antity has not transferred substantially all the risks and rewards, if the enlity has not
relained control.

Where the enlity has neither transferred nor retained substantially all the risks and rewards or
fransfermad control, the assal is recognised 1o the extent of the entity’s continuing involament in
the assal

A financial liability is derecognised when the obligation specified in the contract is discharged or
cancelied or expires.
Olher Assels

Other azsels are recognised on a hisloric cost basis.

Liabilities

(i)

(i)

(i)

(iv)

Payables

Thesa amounts reprasent liabilities for goods and services provided o the entity and olher
amounts. Payables are recognised inilially at fair value. Subsequent measurement is al
amortised cost using the effective inlerest mathod. Short-lerm payables with no stated interest
rale are measurad at the original invoice amount whera the effect of discounting is immatarial.

Prowvision for Scheme Liabilities

The liability is determined by annual actuaral valuation. The assumptions used in arriving at that
valuation are set out in note 12(b).

Finance costs

Schema liabiliies are valued using AASE 137 Provisions, Contingent Liabiities and Contingeant
Assels which provides that the increase in a provision resulting from the unwinding of the
discount rate is o be recognised as a borrowing cost.

Provision for Levy Refund

The liability is detarmined from assumplions based on past experience of the Corporation's levy
refunds resulting from requests for datermination of the leviable costs.

Parsonnel Sarvices

The Corporation’s staff and human resource administration were provided by NSW Treasury.
Payroll processing is paformed by the Corporation.

The NSW Treasury is not a Special Purpose Servica Entity controlled by the Corporation. bn
aceordance with NSW Treasury Circular 15/07 “Financial Reporting and Annual Reporting
Requirements arising from parsonnel servica arrangemants”, a liability represanting the lotal
armount payable to NSW Treasury is recognised in the Statement of Financial Position.

LSCAnnual Report 201516

36



i)

As the Corporation is not the employer, the disdosure requirements of AASE 119 Employes
Benefits in respect of employes benelits do not apply. However, for clarity and transparency, the
Personnel Services Provision is disaggregated in the notes to the financial statements into its
major componants which include Annual Leave, Long Service Leave and Unfunded
Superannuation.

(a) Salaries and wages, recreation leave, sick leave and on-costs

Salanes and wages (including non-monetary benefits) and paid sick leave that are expacled 1o
be sattled wholly within 12 months after the end of the period in which the employees render the
sarvice are recognised and measured at the undiscounted amount of the beneafits.

Annual leave is nol expected o be settled wholly before twealve months after the end of the
annual reporting period in which the employees render the related service. As such, il is required
1o be measurad al present value in accordance with AASE 119 Employes Benefits (although
short-cul methods are parmitied).

Actuarial advice oblained by Treasury has confirmed that using the nominal annual leave
balance plus the annual leave entilernents accrued while taking annual leave (calculated using
7.9% of the nominal value of annual leave) can be used o approximate the prasant value of tha
annual leave liability. The Corporation has assessed the actuarial advice based on the
Corporations circumstances and has delermined that the effect of discounting is immaterial o
annual leave.

Unusad non-vesting sick leave does not give rise 1o a liability as it is not considerad probable
that sick lsave taken in the fulure will be greater than the banalits accrued in the future.

(b} Long sarvice leave and superannuation

Long sarvice leave s measurad at presant valua in accordance with AASE 119 Employes
Benefits . This is basad on the application of certain factors (specified in NSWTC 15/09) 1o
amployees with five or more years of servica, using current rates of pay. Thesa factors wene
determined based on an actuarnial review o approximate presant value.

The superannuation axpensa for the financial year is determined by using the formula specified
in the Treasurar's Directions. The expense for certain superannuation schemes (iLa. Basic
Benalit and First State Super) is calculated as a percantage of the employees' salary. For other
superannuation schemes (e Stale Superannuation Scheme and Stale Authorities
Superannuation Schemsa), the expense is calculated as a multiple of the employesas”
contributions.

(c) Consequential on-costs

Consaquential costs to employment are recognised as liabilities and expenses whare the
amployee benalits to which they relale have been recognised. This includes outstanding
amounts of payroll tax, workers' compensation insurance premiums and fringe benefits tax.

Fair value hierarchy

A number of the Corporation®s accounting policies and disclosures require the measurement of fair
valuas for both financial and non-financial assets and liabilities. Whean meaasuring fair valua the
valuation technigue used maximises the use of relevant observable inputs and minimises the use of
unobsarvable inputs. Under AASE 13 Fair Valve Measurement , the Corporation categorises, for
disclosure purposes, the valuation lechniques based on the inpuls used in the valuation lechniques as
follows:

Level 1 - quoted prices in active markels for identical assets / iabilities thal the Corporation can
access at the measurement date.

Level 2 - inputs other than quoted prices included within Level 1 that are observable, aither
direclly or indirectly.

Level 3 - inputs thal are not based on cbsarvable market data (uncbservable inputs).

The Corporation recognises ransfers between levels of fair value hierarchy al the end of the reporting
period during which the change occumed.

Refer Mote 10 and Note 15(e) for further disclosuras regarding fair value measurermeants of financial
and non-financial assels.
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ik

il

(m)

(n)

Equity
Accumulated Funds
The category "Accumulated Funds' includes all current and prior period retained funds and losses.

Budgetad amounts

The budgeted amounts are drawn from the onginal budgeted financial statemeants prasanted to
Parliament in respact of the reporting period. Subsequent amendments to the original budget (e.g.
adjustmeants for transfers of functions betwean entities as a resull of Administrative Arrangements
Orders) ara not reflected in the budgeted amounts. Major variances bebween the original budget
amounts and the actual amounts disclosed on the primary financial statements are explained in Note
15.

Comparative information

Excepl when an Australian Accounting Standard permils or requires othersise, comparative
infarmation is disciosed in respect of the previous period for all amounts reported in the financial
staterneants.

Going Concem

The Corporation has adopted the going concern basis, as it is cash flow positive and has adequate
resources 1o pay its liabiliies as and when they become payable. In addition to this the Governmeant
has the ability o alter the levy rates and legislation in order to increase revenue sireams.

An actuarial review was conducted by Professional Financial Solutions in June 2016. The review
estimates thal the Corporation will remain in surplus in the forward years.

Changes in accounting policies, including new and revised Australian Accounting Standards

{i) Effective for the first timea in 201516

The Corporation has adopted all new, revised or amendead Standards and Interpratations ssued
by the Australian Accounting Standards Board ("AASE") thal are relevant and effective for the

current raporting year.

The adopticn of thesa Standards and Interpretations did not have any impaecl on the financial
performance or position of the Corporation.

Any impacts on the accounting policies of the Corporation fram the adoption of these accounting
standards and inlerpretations are disclosed in the relevant accounting policy.

*+  AASE 2015-3 regarding materiality
(i) lzsued but not yet effective

Cartain new standards and interpretations have recently been issued or amendad but are not yeat
affective for the curmant reporting year. IL s considerad impraclicable to presantly determine the
impact of adopting those new standards and interpretations

The following new Accounting Standards have not been applied and are not yel effective:

+  AASE 9 AASE 2014-7 regarding financial instruments.
+  AASH 1057 and AASE 2015-9 Application of Australian Accounting Standards

« AASE 20151 regarding annual improvameants to Australian Accounting Standards 2012-2014
cycle

+  AASH 20152 regarding amendments to AASE 101 (disclosure initiative)

«  AASE 2015-6 Amendments lo Auslralian Accounting Standards - Extending Related Party
Disclosure ko Nol-for-Profit Public Saclor Entities
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FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 JUNE 2016
LONG SERVICE CORPORATION

MNotes to the financial statements

2. Expenses Excluding Losses

(a)

Personnel services expenses

The Corporation received personnel services from NSW Treasury to resource the Corporation. The
Corporation recognises the relevant employee related expenses associated with this arrangement as
follows:

2016 2015

$'000 $'000
Salaries and wages (including annual leave) 5968 5,868
Salaries - voluntary redundancy 242 3
Superannuation — defined benefit plans * 4457 474
Superannuation = defined contribution plans 494 468
Long service leave 421 325
Payroll tax and fringe benefits tax 394 363
Workers' compensation insurance 16 13
Total Personnel services axpense 11 7,514

The amount of Personnel services expense that has been capitalised, and therefore excluded from
the above is $24 486 (2015 534,045)

* Superannuation — defined benefit plans
Defined benefit plans — coniributions 244 243
Defined benefit plans = liability adjustments 4213 231
Total Superannuation = defined benefit plans 4,457 474

Superannuation net actuarial loss of $4.3 million (2015: $1.4 m loss) in respect of personnel who are
members of defined benefit superannuation plans, are recognised directly in the Net Result. The
actuarial loss was impacted by a decrease in the discount rate used to determing the present value of
the defined benefit obligations. AASE 119 together with TC 11117 mandate the yield on Commonwealth
Bond (10yr) as the discount rate This rate decreased from 3.01% at 30 June 2015 to 1.99% at 30 June
2016.
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(b)

(c)

Other operating expenses including the following:

Motes
Auditors remuneration - audit of financial statements
Long service expense
Claims paid
Liability expense
12 (b)

Operating lease rental expense

- minimum lease payment
Insurance

Consultants

Contractors

Computing

Marketing

Travel

Oecupancy - outgoings, electricity, cleaning and maintenance
Long service levy commissions
Service agreements

Other administrative expenses
Total other operating expenses

Depreciation and amortisation expense

Depreciation

= Plant and equipment

= Computer equipment

= Motor vehicles

= Leasehold improvemants

Amortisation
= Computer software

Total depreciation and amortisation expense

2016 2015
§'000 §'000
87 77
73,013 69,419
(2,026) (4.428)
70,987  64.991
368 353

11 10
679 167
231 103
T43 730

89

27 33
152 155
512 497
119 169
871 777
74,869 68,151
[ 7

49 64

15 18

34 138
104 227
48 &

48 &
152 233
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(d} Finance costs

2016 2015
Motes £'000 $'000
Unwinding of discount rate 12 (b) 60,781 36,684

60,781 56684

Refer Mote 12{b}i) for detail on changes to the discount rate used for the 2016 and 2015 years.

3. Rewvenue
{a) Investment revenue

Interest revenue from financial assets not at fair value through profit or loss
= Bank interest 1,450 2235

Interest revenue from financial assets not at fair value through profit or loss
= TCorp cash facility 3 12

Fair value movements from financial assets at fair value - TCorp Hour-
Glass investment facilities, including LSCIFT 28,778 92,189
30,231 04 438

(b} Retained taxes, fees and fines

Long service kevy income 167,282 145,784
Long sarvice kevy refunds (1,662) (2,286)
1 144 498
() Other revenue
Miscellaneous income 140 112
140 112

4. Gain/{Loss) on disposal

Gain / (Loss) on disposal of plant and equipment - 15

5. Cuwrrent Assels - Cash and Cash Equivalents

Cash at bank and on hand 36,805 65,252

Short Term Deposit
TCorp Hour-Glass cash facility = 462
36,805 63,714

For the purpose of the statement of cash flows, cash and cash equivalents include cash at bank, cash on
hand and TCorp Hour-Glass cash facility.
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Cash and cash equivalent assets recognised in the statement of financial position are reconciled at the
end of the financial year to the statement of cash flows as follows:

2016 2015
$'000 $'000
Cash and cash equivalents {per statement of financial position) 36,805 65,714
Closing Cash and cash equivalents (per statement of cash flows) 36,805 65,714

Refer Mote 19 for details regarding credit risk, liguidity risk and market rigk arizing from financial
instruments.

Current Assels - Receivables

Current
Retained taxes, fees and fines 8,754 7471
Other 911 439
Less: Allowance for impairment (53) (33)
Prepayrments 119 112
9,731 7,989
Movement in the allowance for impairment
Balanoe at 1 July (33) {10
Amounts written off 25 1
{Increase) [ decrease in allowance recognised in profit and loss (45) (24}
Balance at 30 June (53) (33)

Refer Mote 19 for details regarding credit rizk, liquidity risk and market rizk arizsing from financial
instruments.

Non-Current Assets - Financial Assels at Fair Value
Non-Currant
TCorp - Hour-Glass investment facility trust - LSCIFT 1,437,719 999078

1,137,719 999,078

Refer Mote 19 for further information regarding fair value measurement, credit risk, liguidity risk and
market risk arising from financial instruments.
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8. Non-Current Asseis - Plant and Equipment

Plart and Leaschold Computer Maobar
Eguipment Improvements Equipmernt Vehicles Total
$'000 $'000 $°000 $'000 $'000
At 1 July 2015 - fair value
Gross carrying amount 336 1,122 210 99 1,767
Accumulated depreciation and impairment (324) {1,088) (138) (53) {1,603)
Met carrying amount 12 34 T2 46 164
At 30 June 2016 - fair value
Gross carmying amount 282 961 205 99 1,547
Accumulated depreciation and impairment (274) {961) (181) (68)  (1,484)
Mt carrying armount 8 - 24 31 63

Reconciliation

A reconciliation of the carrying amount of each class of plant and equipment at the beginning and end of
the current reporting period is set out balow:

Year ended 30 June 2016

Met carrying amount at start of year 12 34 T2 46 164
Additions 2 1 3
Disposzals -
Adjustments for disposals =
Depreciation axpense {6) {34) {439} {15) {104)
Met carrying amount at end of year 8 = 24 3 63
Plant and Leasehold Computer
Eguipment Improvements Equipment Motor Vehicles Total
$'000 $'000 000 $000 $'000
At 1 July 2014 - fair value
Gross carrying amount 337 1,122 191 110 1,760
Accumulated depreciation and impairment (318) (950) {75) 79y (1,422)
Mt carrying amount 19 172 116 31 338
At 30 June 2015 - fair value
Gross carrying amount 336 1,122 210 99 1,767
Accumulated depreciation and impairment (324) (1,088) {138) (53) (1,603)
Met carrying amount 12 34 72 48 164
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Reconcillation

A reconciliation of the carrying amount of each class of plant and equipment at the beginning and end of

the previous reporting period is set out below:

Plantand  Leaschald Computer Mator
Equipment improvements Equipment Vehicles Total
$'000 $'000 $°000 $'000 $'000
Year ended 30 June 2015
Met carrying amount at start of year 19 172 116 31 338
Additions - 20 36 58
Disposals - - - (48) (48)
Adjustments for disposals - - - 45 45
Depreciation expense (7) (138) {B4) (18) (227)
Met carrying amount at end of year 12 34 T2 48 164

Further details regarding the fair value measurement of plant and equipment are disclosed in Note 10.

Intangible Assets
Software

At 1 July 2015

Cost (gross carrying amount)
Accumulated amortisation and impairment
Met carrying amount

At 30 June 2016

Cost (gross carrying amount)
Accumulated amortization and impairment
Met carrying amount

Year ended 30 June 2016
Met carrying amount at start of year
Additions - externally acquired

= internally developed
Dispozals
Adjustments for disposals
Amartisation
Met carrying amount at end of year

156

141
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10.

At 1 July 2014

Cost (gross carrying amount)
Accumulated amortization and impairment
Met carrying amount

At 30 June 2015

Cost (gross carrying amount)
Accumulated amortization and impairment
MNet carrying amoumnt

Year ended 30 June 2015
Met carrying amount at start of year
Additions - externally acquired

- internally developed
Disposals
Adjustments for disposals
Amaortisation
Met carrying amount at end of year

Fair value measurement of Non-Financial Assets

s'0o0

2,349

(2,276)
T3

2423
(2, 282)
141

T3
40

All of the Corporation's Plant and Equipment assets are measured at historical cost less accumulated
depreciation as a surrogate for fair value because the assets are non-specialised assets and any
difference babween fair value and depreciated historical cost is unlikely to be material.

The fair value measurement base for these assets do not require fair value hierachy disclosure.
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11. Current Liabilities - Payables

12

Currant
Personnel Services
- Accrued salaries, wages and on costs

Creditors and other accruals
Long Service Payments
Long Service Levy commissions

Refer Mote 19 for details regarding credit risk, liguidity risk and market risk arising from financial

instruments.

Current / Non-Current Liabilities - Provisions

Current Mote
Other Provisions
Personnel services
- Annual leave *
- Long service leave **
12(a)(i)
Scheme liability *** 12({b){i)
Provision for levy refund 12(e)(i)

2016 2015
$'000 $°000
242 265
242 265
603 407
1,011 o82
58 51
1,914 1,705
617 B30
2,492 2421
3,109 3,051
799,761 570,530
114 205
799,875 570,735
802,984 573786

* The current Other Provisions Personnel services included 362,443 (2015: $87,153) of annual leave

entitlements accrued but not expected to be taken within 12 months

** The current Other Provizions Personnel services included 51.5 million (2015: $1.3 millicn) of long
service leave entittements accrued but not expected to be taken within 12 months

*** The current Other Provisions includes S799.7 million (2015: 3570.0 million) for scheme liability and
although this amount represents the value for which the Corporation does not have an unconditional
right to defer settlement for at least twelve months, the Corporation only expects to pay claims of $77.1

millicn over the next twelve months.
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