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Notes to the financial statements

1

(a)

(b)

(<)

Statement of significant accounting policies

The significant policies which have been adopted in the preparation of this financial report are:
Basis of preparation

The financial reportis a general purpose financial report which has been prepared in accordance with
Accounting Standards, Urgent Issues Group Consensus Views, other authoritative pronouncements

of the Australian Accounting Standards Board and the Corporations Act 2001.

It has been prepared on the basis of historical costs and except where stated, does not take into
account changing money values or fair values of assets.

These accounting policies have been consistently applied by each entity and, except where stated,
are consistent with those of the previous year.

Principles of consolidation

Controlled entities

The financial statements of the controlled entity are included in the consolidated financial
statements from the date control commenced until the date control ceases.

Transactions eliminated on consolidation

Unrealised gains and losses and inter-entity balances resulting from transactions with the controlled
entity are eliminated in full on consolidation.

Revenue recognition

Revenues are recognised at fair value of consideration received net of the amount of goods and
services tax (GST) payable to the taxation authority. Exchanges of goods or services of the same
nature and value without any cash consideration are not recognised as revenues.

Sale of goods

Revenues from the sale of goods is recognised (net of rebates, returns, discounts and other
allowances) when the control of the goods passes to the customer.

Rendering of services
Revenue from rendering of services is recognised in the period in which the service is provided.
Interest revenue

Interest revenue is recognised as it accrues, taking into account the effective yield on the financial
asset.
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1
(c)

Statement of significant accounting policies (continued)
Revenue recognition (continued)
Sale of non-current assets

The gross proceeds of non-current asset sales are recognised as revenue at the date control of the
asset passes to the buyer, usually when an unconditional contract of sale is signed.

The gain or loss on disposal is calculated as the difference between the carrying amount of the
asset at the time of disposal and the net proceeds on disposal (including incidental costs).

Government funding

Government funding comprises grants for ongoing funding and specific purposes. These are
recognised as income in the statement of financial performance in the period to which the funding
relates to the extent that expenditure has been incurred in accordance with the terms and
conditions attaching to individual government grants.

Where funding in a period exceeds related expenditure, unspent amounts are either:

e Deferred and recognised as unearned income in the statement of financial position if they
are repayable to related government bodies under the terms and conditions of the funding;

o Deferred and recognised as unearned income in the statement of financial position if
amounts are not repayable but related expenditure has not yet been incurred in accordance
with the terms and conditions of the funding; or

e Recognised as income if amounts are not repayable and no obligation exists to incur
expenditure in accordance with specified terms and conditions.

Amounts deferred are presented within “"Current liabilities - Other”.
Donations

Donations are recognised as they are received or, where special terms and conditions attach to
these, in accordance with those terms and conditions.

Unit trust income
Unit trust investments are valued at the redemption price at balance date based on the market

value of the underlying investments. Changes in the redemption price are recognised as revenue
or expenses in the statement of financial performance in the period that changes occur.

14
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(c)

(d)

(e)

Statement of significant accounting policies (continued)

Revenue recognition (continued)
Contribution of assets

Contributions of assets and contributions to assist in the acquisition of assets being non-reciprocal
transfers, are recognised as revenue at the fair value of the asset received when Northcott gains
control of the contribution.

Estates and bequests

Estates and bequests received are recognised as income by the consolidated entity in accordance
with the terms and conditions of the bequests. Where no specific terms and conditions exist,
these are recognised as income as follows:

(i) Cash distributions from estates at time of receipt; and

(ii) Shares, real property and other securities at the estimated market value when title passes
to Northcott.

Goods and services tax

Revenues, expenses and assets are recognised net of the amount of goods and services tax
(GST), except where the amount of GST incurred is not recoverable from the taxation authority.
In these circumstances, the GST is recognised as part of the cost of acquisition of the asset or as
part of the expense.

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

The net amount of GST recoverable from, or payable to, the taxation authority is included as a
current asset or liability in the statement of financial position.

Cash flows are included in the statement of cash flows on a gross basis. The GST components of
cash flows arising from investing and financing activities which are recoverable from, or payable
to, the taxation authority are classified as operating cash flows.

Foreign currency transactions

Foreign currency transactions are translated to Australian currency at the rates of exchange ruling
at the dates of the transactions. Amounts receivable or payable in foreign currencies at reporting
date are translated at rates of exchange ruling on that date. Exchange differences relating to
amounts receivable or payable in foreign currencies are brought to account ass exchange gains
or losses in the statement of financial performance in the financial year in which the exchange
rates change.
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(f)

(g9)

(h)

Statement of significant accounting policies (continued)
Acquisitions of assets

All assets acquired, including property, plant and equipment are initially recorded at their cost
of acquisition at the date of acquisition, being the fair value of the consideration provided plus
incidental costs directly attributable to the acquisition.

Costs incurred on assets subsequent to initial acquisition are capitalised when it is probable that
future economic benefits in excess of the originally assessed performance of the asset will flow to
the consolidated entity in future years, otherwise, such costs are expensed as incurred.

Expenditure is only recognised as an asset when the entity controls future economic benefits as a
result of the costs incurred that are probable and can be measured reliably.

Depreciation and amortisation
Complex assets

The components of major assets that have materially different useful lives, are effectively
accounted for as separate assets, and are separately depreciated.

Useful lives
All non current assets, except freehold land, have limited useful lives and are depreciated or
amortised using the straight-line method over their estimated useful lives, taking into account

estimated residual values.

Assets are depreciated or amortised from the date of acquisition or, in respect of internally
constructed assets, from the time an asset is completed and held ready for use.

Depreciation and amortisation rates and methods are reviewed annually for appropriateness.
When changes are made, adjustments are reflected prospectively in current and future periods
only.

The depreciation/amortisation rates for each class of asset are as follows:

2005 2004
Buildings 2.5% to 3.7% 2.5% to 3.7%
Leasehold improvements 33.3% 33.3%
Plant and equipment 10% to 22.5% 10% to 22.5%

Investments

Investments in shares are carried at the lower of cost and recoverable amount. Investments in
unit trusts are carried at redemption value. Short term deposits are included as a non-current
investment where they are not used in the cash management function of the business.

Carrying amounts of investments approximate their net fair value.

16
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(k)

Statement of significant accounting policies (continued)
Provisions

A provision is recognised when a legal, equitable or constructive obligation exists as a result of a
past event and it is probable that a future sacrifice of economic benefits will be required to settle
the obligation, the timing or amount of which is uncertain.

Carrying amounts of provisions approximate their net fair value.

Employee benefits

Wages, salaries and annual leave

Liabilities for employee benefits for wages, salaries and annual leave represent present obligations
resulting from employees’ services provided to reporting date, calculated at undiscounted
amounts based on remuneration wage and salary rates that the consolidated entity expects to
pay as at reporting date including related on-costs, such as workers compensation insurance and
superannuation.

Non-accumulating non-monetary benefits are expensed on the net marginal cost to the consolidated
entity as the benefits are taken by employees.

Carrying amounts of provisions for wages, salaries and annual leave approximate their net fair
value.

Long service leave

The provision for employee benefits to long service leave represents the present value of the
estimated future cash outflows to be made resulting from employees’ services provided to
reporting date.

The provision is calculated using expected future increases in wage and salary rates including
related on-costs and expected settlement dates based on turnover history and is discounted using
the rates attaching to national government bonds at reporting date which most closely match the
terms of maturity of the related liabilities. The unwinding of the discount is treated as a long
service leave expense.

Carrying amounts of provisions for long service leave approximate their net fair value.
Superannuation plan

Northcott contributes to various defined benefits and defined contribution superannuation funds.
Such contributions are recognised as an expense as they are made. Further information is set
out in Note 19 (iii).

Taxation

The consolidated entity is exempt from income tax under the Income Tax Assessment Act,
1997, as amended.
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Statement of significant accounting policies (continued)

Payables

Liabilities are recognised for amounts to be paid in the future for goods or services received,
whether or not billed to the consolidated entity. Trade accounts payable are normally settled

within 60 days.

Carrying amounts of payables approximate their net fair value.

Receivables
Trade debtors

The collectability of debts is assessed at reporting date and specific provision is made for any
doubtful debts. Trade debtors to be settled within 60 days are carried at amounts due.

Carrying amounts of receivables approximate their net fair value.
Other non-current debtors

Where payment terms for disposed assets are deferred for more than 12 months, the receivable is
discounted to its present value. The unwinding of the discount is recognised as interest income.

Unearned income

As set out in note 1(c), where funding in a period exceeds related expenditure, unspent
amounts are either:

. Deferred and recognised as unearned income in the statement of financial position if
they are repayable to related government bodies under the terms and conditions of the
funding;

. Deferred and recognised as unearned income in the statement of financial position if

amounts are not repayable but related expenditure has not yet been incurred in accord
ance with the terms and conditions of the funding; or

. Recognised as income if amounts are not repayable and no obligation exists to incur
expenditure in accordance with specified terms and conditions.

Amounts deferred are presented within “Current liabilities - Other”.

Inventories

Inventories of raw materials, parts, supplies and work in progress expended and assembled by
Northcott are valued using the weighted average cost method and are carried at the lower of cost
or net realisable value.

Costs includes direct materials, direct labour and other direct costs necessary to bring inventories

to their present location and condition, based on normal operating capacity of the production
facilities.
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(p)

(q)

(r)

Statement of significant accounting policies (continued)
Leased assets

Leases under which the consolidated entity assumes substantially all the risks and benefits of
ownership are classified as finance leases. Other leases are classified as operating leases.

Operating leases

Payments made under operating leases are expensed on a straight line basis over the term of the
lease, except where an alternative basis is more representative of the pattern of benefits to be
derived from the leased property.

Recoverable amount of non-current assets valued on cost basis

The carrying amounts of non-current assets valued on the cost basis are reviewed to determine
whether they are in excess of their recoverable amount at reporting date. If the carrying amount
of a non-current asset exceeds its recoverable amount, the asset is written down to the lower
amount. The write-down is expensed in the reporting period in which it occurs.

Where a group of assets working together supports the generation of cash inflows, recoverable
amount is assessed in relation to that group of assets.

In assessing recoverable amounts of non-current assets the relevant cash flows have been
discounted to their present value.

Use and revision of accounting estimates

The preparation of the financial report requires the making of estimations and assumptions that
affect the recognised amount of assets, liabilities, revenues and expenses and the disclosure of
contingent liabilities. The estimates and associated assumptions are based on historical evidence
and various other factors that are thought to be reasonable under the circumstances, the results of
which form the basis of making the judgements about carrying values of assets and liabilities that
are not readily apparent from other sources. Actual results may differ from these estimates.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the revision
affects only that period, or in the period of the revision and future periods if the revision affects
both current and future periods.
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Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
Revenue from ordinary
activities
Revenue from operating activities
Government funding 7,804,434 6,664,618 7,804,434 6,664,618
Revenue from estates and
bequests 1,398,066 3,571,503 1,398,066 3,571,503
Revenue from sale of goods 2,531,073 2,714,475 2,531,073 2,714,475
Distributions received and
receivable from unit trust holdings 2,105,708 1,867,622 2,105,708 1,867,622
Donations 1,474,968 1,229,545 1,431,575 1,167,341
Revenue from rental and
accommodation 444,301 691,852 444,301 691,852
Dividends received from
other parties 1,982 174,247 1,982 174,247
Interest received and receivable
from other parties 109,654 100,432 3,120 980
Revenue from royalties 20,123 19,200 20,123 19,200
Revenue from rendering of
services - 3,498 - -
Other revenue 699,340 994,091 716,537 980,270
Total revenue from operating
activities 16,589,649 18,031,083 16,456,919 17,852,108
Revenue from outside operating
activities
Donations / grants for new
Northcott building - 2,256,146 - 2,256,146
Proceeds from sale of non-current
assets 774,744 3,506,319 774,744 1,615,748
Total revenue from outside
operating activities 774,744 5,762,465 774,744 3,871,894
Total revenue from ordinary
activities 17,364,393 23,793,548 17,231,663 21,724,002
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(a)

(b)

Net (deficit) /surplus from

ordinary activities

Individually significant items
charged/(credited) in the net
(deficit)/ surplus from

ordinary activities

Donations/grants for new

Northcott building

Net (deficit)/surplus has
been arrived at after charging/
(crediting) the following items:

Depreciation and amortisation of:
Buildings and leasehold property

Leasehold improvements
Plant and equipment

Net expense from movements

in provisions for:
Inventory obsolescence
Employee benefits

Net bad and doubtful debt
expense including movements
in provision for doubtful debts

Operating lease rental expense:
Minimum lease payments

(Profit)/loss on disposal of:
Property, plant and equipment

Investments

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
- (2,256,146) - (2,256,146)
395,188 208,560 395,188 208,560
330 1,037 330 1,037
603,865 657,153 603,680 657,153
999,383 866,750 999,198 866,750
23,414 - 23,414 -
78,715 (126,974) 78,715 (126,974)
(12,409) 18,390 (12,409) 18,390
116,775 104,711 116,775 104,711
(140,465) 325,048 (140,465) 325,048
15,967 (33,030) 15,967 (33,030)
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Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
4 Auditor’'s remuneration
Audit services
Auditors of Northcott
KPMG Australia
- audit and review of financial report 39,400 37,500 33,850 32,500
Other services
Auditors of Northcott
KPMG Australia
- other assurance services 24,000 23,000 24,000 23,000
63,400 60,500 57,850 55,500
5 Cash assets
Cash on hand 12,743 11,243 12,398 10,898
Cash at bank 498,476 323,485 493,552 31,702
Short term deposits 615,102 77,549 - -
1,126,321 412,277 505,950 42,600
Cash at bank earns interest at a
weighted average rate of 0.1%
(2004: 0.3%). Bank short term
deposits mature within 60 days and
earn interest at a weighted average
interest rate of 3.2% (2004: 4.4%).
6 Receivables
Current
Trade debtors 558,599 782,723 558,599 782,723
Less: Provision for doubtful debts (83,591) (96,000) (83,591) (96,000)
475,008 686,723 475,008 686,723
Other debtors 211,217 204,070 - -

686,225 890,793 475,008 686,723

All current receivables are non interest bearing.

22
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Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
6 Receivables (continued)
Non-current
Other debtors 1,419,148 1,556,086 - -
Non-current receivables have
been discounted to
their present value using a
discount rate of 5.0%.
7 Inventories
Raw materials, supplies and
parts — at cost 534,152 564,028 534,152 564,028
Less: Provision for inventory
obsolescence (63,414) (40,000) (63,414) (40,000)
470,738 524,028 470,738 524,028
Work in progress — at cost 10,042 121,306 10,042 121,306
480,780 645,334 480,780 645,334
8 Other current assets
Prepayments and other assets 437,799 788,316 436,099 788,316
9 Other financial assets
Non-current
Government and semi-government
securities at cost 200 200 200 200
Holdings in unit trusts at redemption
value* 9,113,479 10,972,279 9,113,479 10,972,279

9,113,679 10,972,479 9,113,679 10,972,479

Holdings in unit trusts are in
pooled funds managed by major
merchant banks.
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10

Property, plant and equipment

Freehold land - at cost

Buildings - at cost
Less: Accumulated depreciation

Leasehold improvements - at cost
Less: Accumulated amortisation

Plant and equipment - at cost
Less: Accumulated depreciation

Total property, plant and
equipment - net book value

Consolidated

2005 2004
$ $
2,253,531 2,253,531

Northcott
2005 2004
$ $
2,253,531 2,253,531

15,871,698 15,782,586
(1,070,697)

(675,509) (1,070,697)

15,871,698 15,782,586

(675,509)

14,801,001 15,107,077

14,801,001 15,107,077

79,455 79,455 79,455 79,455
(79,455) (79,125) (79,455)  (79,125)

- 330 - 330

5,228,369 5,325,073 5,226,422 5,325,073

(2,851,215) (2,922,262) (2,851,030) (2,922,262)

2,377,154 2,402,811

2,375,392 2,402,811

19,431,686 19,763,749

19,429,924 19,763,749

During the year an independent valuation of land and buildings was carried out on the basis of

open market values for existing use resulting in a valuation of $27,095,000, which is in excess of
the carrying amount as at 30 June 2005. As a result, the carrying amount of land and buildings
has not been adjusted to reflect this valuation.

Reconciliations

Reconciliations of the carrying amounts for each class of property, plant and equipment are set

out below:

Freehold land

Carrying amount at beginning
and end of year

Carrying amount at end of year

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
2,253,531 2,253,531 2,253,531 2,253,531
2,253,531 2,253,531 2,253,531 2,253,531
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10

Property, plant and equipment

(continued)
Reconciliations (continued)

Buildings

Carrying amount at beginning
of year

Additions

Transfers from capital work
in progress

Disposals

Depreciation

Carrying amount at end of year

Leasehold properties
Carrying amount at beginning
of year

Disposals

Carrying amount at end of year

Leasehold improvements
Carrying amount at beginning
of year

Additions

Disposals

Amortisation

Carrying amount at end of year

Plant and equipment
Carrying amount at beginning
of year

Additions

Transfer from inventory
Disposals

Depreciation

Carrying amount at end of year

Capital work in progress

Carrying amount at beginning of year

Additions
Transfer to buildings

Carrying amount at end of year

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $

15,107,077 1,862,674 15,107,077 1,862,674
89,112 - 89,112 -

- 13,522,082 - 13,522,082
- (69,119) - (69,119)
(395,188) (208,560) (395,188) (208,560)
14,801,001 15,107,077 14,801,001 15,107,077
- 1,890,572 - -

- (1,890,572) - -

330 1,311 330 1,311

- 236 - 236

- (180) - (180)

(330) (1,037) (330) (1,037)

- 330 - 330
2,402,811 2,091,409 2,402,811 2,091,409
1,212,487 1,837,410 1,210,540 1,837,410
- 225,850 - 225,850
(634,279) (1,094,705) (634,279) (1,094,705)
(603,865) (657,153) (603,680) (657,153)
2,377,154 2,402,811 2,375,392 2,402,811
- 9,227,769 - 9,227,769

- 4,294,313 - 4,294,313

(13,522,082)

(13,522,082)
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Consolidated Northcott
Note 2005 2004 2005 2004
$ $ $ $
11 Payables
Trade creditors and accruals 1,477,935 2,312,537 1,502,355 2,304,118
Ruth Marion Fardell Scholarship 30,000 - - -

1,507,935 2,312,537 1,502,355 2,304,118

All payables are non interest bearing.
12 Provisions

Current
Employee benefits 1,329,732 1,187,537 1,329,732 1,187,537

Non-current
Employee benefits 101,294 164,774 101,294 164,774

Number of employees at year end 437 427 437 427

13 Other liabilities

Current
Unearned income - government
grants 1,534,458 2,789,818 1,504,488 2,789,818

All other liabilities are non interest bearing.
14 General accumulated funds

General accumulated funds at

beginning of the financial year 2,015,265 1,069,354 (106,149) (926,995)
Net operating (deficit)/surplus

for the year (352,149) 3,510,830 (449,383) 3,385,765
Transfer to allocated capital

funds 15 - (1,810,705) - (1,810,705)
Transfer from/(to) estates and

bequests reserve 17 323,132 (754,214) 323,132 (754,214)

General accumulated funds at end
of the financial year 1,986,248 2,015,265 (232,400) (106,149)
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15

16

17

Note Consolidated
2005 2004

$ $
Allocated capital funds

Balance at beginning of the
financial year 17,122,994 15,312,289
Transfer from general

accumulated funds 14

1,810,705

Northcott

2005
$

2004
$

17,122,994 15,312,289

1,810,705

Balance at end of the
financial year 17,122,994 17,122,994

17,122,994 17,122,994

In accordance with Northcott’s
long term requirements the Board
has set aside from general
accumulated funds a reserve to
provide for the replacement of
property, plant and equipment.

Services development fund

Balance at beginning and end of
the financial year 5,350,000 5,350,000

5,350,000

5,350,000

In accordance with Northcott’s
long term requirements the Board
has set aside from general
accumulated funds a special
reserve to provide funding for

the acquisition and development
of facilities to enhance services to
persons with disabilities.

Estates and bequests reserve

Balance at beginning of the
financial year 4,086,109 3,331,895
Transfer (to) / from general
accumulated funds 14 (323,132) 754,214

4,086,109

(323,132)

3,331,895

754,214

Balance at end of the financial year 3,762,977 4,086,109

3,762,977

4,086,109

In accordance with Northcott’s long
term requirements the Board has set
aside from general accumulated funds
a special reserve to provide a fund to
equalise the effect of major variations
in the level of income from estates and
bequests.
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(a)

(b)

19

()

Additional financial instruments disclosure
Interest rate risk

The consolidated entity’s exposure to interest rate risk on financial assets and liabilities is limited
to cash balances which earn interest at a weighted average interest rates of 0.1% (2004: 0.3%)
and short term deposits which earn interest at a weighted average rate of 3.2% (2004: 4.4%).
Northcott also holds Government securities which mature within 5 years and pay a weighted
average interest at 6% (2004: 6%).

Credit risk exposure

Credit risk represents the loss that would be recognised if counter parties failed to perform as
contracted.

Recognised financial instruments

The credit risk on financial assets, excluding investments of the consolidated entity, which
have been recognised in the statement of financial position, is the carrying amount, net of any
provision for doubtful debts. The company minimises concentrations of credit risk by undertaking
transactions with a large number of customers and is not materially exposed to risks associated
with any individual customer.

Investments in shares have been recognised in the statement of financial position at the lower
of cost and recoverable amount. Holdings in unit trusts are carried at redemption value as
determined by reference to the exit unit price calculated by the respective institutions. The
company minimises its investments risks by only investing in managed funds held by reputable
fund managers and by maintaining a spread of investments with several fund managers.

Commitments and contingent liabilities

The estimated maximum amount of commitments and contingent liabilities not provided for in
the financial statements as at 30 June 2005 are:

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $

Non-cancellable operating lease
expense commitments
Future operating lease rentals not
provided for in the financial
statements and payable:
Not later than one year 116,775 104,711 116,775 104,711
Later than one year but not later
than five years 98,500 225,387 98,500 225,387

215,275 330,098 215,275 330,098

The consolidated entity leases property under non-cancellable operating leases expiring from one
to five years. Leases generally provide the consolidated entity with a right of renewal at which
time all terms are renegotiated.
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(i)

(iii)

20

21

22

Commitments and contingent liabilities (continued)

Superannuation commitments

Northcott contributes to three superannuation funds as required to meet the defined benefits of
one fund and the accumulation benefits of the other two as required to meet the Superannuation
Guarantee Charge. Due to the arrangement with the New South Wales State Government,
Northcott is not liable for any shortfall in the defined benefit fund.

Property subsidies

Northcott has received government building subsidies over past years to assist in the building of
Northcott facilities. These subsidies amounting to $640,372 have been credited against the book
value of the fixed assets acquired.

Under the terms of the subsidies granted, in the event of Northcott selling the buildings or upon
the cessation of activities in relation to such buildings, Northcott may be required to repay some or
all of the appropriate subsidy. It is not possible to quantify the amount, if any, of any repayment
which may fall due in future years.

Segment reporting

Northcott is engaged in the provision of services to persons with disabilities and operates wholly
within New South Wales.

Company limited by guarantee

The liability of members is limited to 50 cents upon the winding up of Northcott.

Related parties

Directors

The names of each person holding the position of Director during the financial year were Mr PJ
Cave, Mr CF Moore, Mr R Blaiklock, Ms U Bonzol, Mr M Briggs, Mr B Downie, Dr C Janssen, Mr AW
Stevenson, Ms A Sullivan, Mr JF Surian, Dr HEC Taylor and Dr MT Westbrook.

All positions are honorary and accordingly the Directors received no remuneration.



Lo
no

northcoftt

Notes to the financial statements (continued)

22

23

24

()

Related parties (continued)
Directors (continued)

From time to time Directors of Northcott, or their Director related entities, may purchase from or
supply goods and services to Northcott. These dealings are on the same terms and conditions as
those entered into by other Northcott employees, customers and suppliers.

During the year there were no transactions with Directors of Northcott or their Director related
entities.

Consolidated
entity interest
2005 2004
% %
Controlled entities
Particulars in relation to
controlled entities

Name

Parent entity
The Northcott Society

Controlled entity
SpineCare Foundation 100 100

Notes to the statements of
cash flows

Reconciliation of cash

For the purposes of the statements
of cash flows, cash includes cash on
hand and at bank and short term
deposits. Cash at the end of the
financial year as shown in the
statements of cash flows is
reconciled to the related items in
the statements of financial

position as follows:

Cash at bank and on hand 511,220 334,728 505,950 42,600
Short term deposits 615,101 77,549 - -

1,126,321 412,277 505,950 42,600
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(i)

25

Notes to the statements of
cash flows (continued)

Reconciliation of net cash
(used in)/provided by
operating activities to net
(deficit) /surplus

Net (deficit)/surplus

Add items classified as investing
activities:

(Profit)/loss on sale of property,
plant and equipment
(Profit)/loss on sale / disposal
of shares

Distributions from unit trust
holdings reinvested in units

Add/(less) non-cash items:

Depreciation/amortisation
Amounts set aside to provisions

Net cash (used in)/provided by
operating activities before change
in assets and liabilities

Change in assets and liabilities
during the financial year:
Decrease/(increase) in receivables
Decrease/(increase) in other
current assets

Decrease/(increase) in inventories
(Decrease)/increase in creditors
and accruals

(Decrease)/increase in government
grant advances

Net cash (used in)/provided by
operating activities

Subsequent events

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $

(352,149) 3,510,830 (449,383) 3,385,765
(140,465) 325,048 (140,465) 325,048
15,967 (33,020) 15,967 (33,030)
(2,105,708) (1,861,843) (2,105,708) (1,861,843)
999,383 866,750 999,198 866,750
89,720 (115,974) 89,720 (115,974)
(1,493,252) 2,691,791 (1,590,671) 2,566,716
128,915 (196,127) 224,124 (101,725)
350,517 (451,289) 352,217 (451,289)
141,140 (158,089) 141,140 (158,089)
(804,603) 10,552 (801,764) (935)
(1,255,360) 830,697 (1,285,330) 830,697
(2,932,643) 2,727,535 (2,960,284) 2,685,375

International Financial Reporting Standards

For reporting periods beginning on or after 1 January 2005, the company must comply with
Australia equivalents to International Financial Reporting Standards (AIFRS) as issued by the

Australian Accounting Standards Board.

This financial report has been prepared in accordance with Australian Accounting Standards and
other financial reporting requirements (Australian GAAP) applicable for reporting periods ended

30 June 2005.
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Subsequent events (continued)
Management of transition to AIFRS

The Company has commenced its assessment of the impact of adopting AIFRS. This assessment
is not yet fully completed however, at this stage, the Company has not identified any differences
between Australian GAAP and AIFRS which are believed to have a material impact on the financial
statements.

The company is expected to be in a position to fully comply with the requirements of AIFRS for
the financial year ending 30 June 2006.

Potential impact of AIFRS

The differences between Australian GAAP and IFRS identified to date as potentially having an
impact on the company’s financial performance and financial position are summarised below. The
summary should not be taken as an exhaustive list of all the differences between Australian GAAP
and AIFRS.

The impact of transition to AIFRS is based on AIFRS standards that management expect to be in
place when preparing the first complete AIFRS financial report (being the year ending 30 June
2006). Only a complete set of financial statements and notes together with comparative balances
can provide a true and fair presentation of the company’s financial position, results of operations
and cash flows in accordance with AIFRS.

No attempt has been made to identify all disclosure, presentation or classification differences
that would affect the manner in which transactions or events are presented or to quantify the
effects of the differences set out below. There is a significant amount of judgement involved in the
preparation of the adjustments between current Australian GAAP and AIFRS. Consequently the
final adjustments presented in the first financial report prepared in accordance with AIFRS may
vary materially from the information provided in this note.

Revisions to the selection and application of the AIFRS accounting policies may be required as a
result of:

e Changes in financial reporting requirements that are relevant to the Company’s first
complete AIFRS financial report arising from new or revised accounting standards or
interpretations issued by the Australian Accounting Standards Board subsequent to the
preparation of the 30 June 2005 financial report;

e Additional guidance on the application of AIFRS in a particular industry or to a particular
transaction; and

e Changes to the Company’s operations.

The key potential implications of the conversion to AIFRS identified to date are as follows:

Differences identified Potential nature of impact

Employee benefits Additional assets and liabilities will be included in the balance sheet
(superannuation) as the defined benefit plan surplus/deficit is recognised.

Net fund obligations Employee expenses will increase due to the recognition of ‘current
and plan assets are service costs’. In addition, actuarial gains and losses will be recognised
recognised in the directly in the income statement in the period in which they occur,
consolidated entity’s increasing the volatility of the reported net surplus/deficit.

balance sheet. The exemption available in AASB 1 to permit the recognition of

brought forward unrecognised actuarial gains and losses in full
through retained earnings on transition to AIFRS will be adopted.
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25 Subsequent events (continued)

Potential impact of AIFRS (continued)

Differences identified

Financial instruments

Classification of investments
may alter recognition of
investment income.

Impairment

Discounting is required in
assessing recoverable amount.

Impairment testing required at
an asset or cash generating unit
level.

Revenue

There may be instances where
the timing of recognition of
revenue may differ.

Potential nature of impact

Northcott expects to take advantage of the election in AASB 1
not to restate comparative for AASB 132 Financial Instruments:
Disclosure and Presentation and AASB 138 Financial Instruments:
Recognition and Measurement. There are no expected
adjustments in relation to these standards for 1 July 2004 of the
financial year ended 30 June 2005 as current Australian GAAP is
expected to continue to apply.

As at 1 July 2005, the expected adjustments are:

o Classification of investments in managed funds
under AIFRS will need to be considered; and

o If investments are designated as ‘available for
sale’, these will need be carried at fair value. Any
future movements in fair value will be recorded
against reserves.

Impairment testing is required to be performed at an asset
or cash generating unit level, which is at a lower level than
performed previously. The impact of a more rigorous impairment
test may result in additional write downs either on transition
or on going. Any write downs will also impact the on going
depreciation charge (where applicable).

On transition, other assets are tested where there is an indicator
of impairment, or where previously the impact of discounting
had not been included in assessing recoverable amount. A formal
calculation is performed which may result in a reduction in the
value of non-current assets adjusted against retained earnings.
This may also reduce the on-going depreciation charge.

Revenue is only recognised when the significant risks and
rewards have been transferred and the vendor has retained no
continued managerial involvement or control over the goods.

Revenue is measured at the fair value of the consideration
received, taking into account any trade discounts or volume
rebates. The amount of revenue recognised is discounted to
present value where payment exceeds beyond normal credit
terms. Any interest free period in excess of six months is taken
into account in assessing the fair value of revenue.

Additionally, guidance is provided on identifying the components
of transactions to which the revenue recognition criteria should be
applied separately. This may result in revenue being recognised
progressively over support/ maintenance periods in addition to
upfront recognition in relation to the provision of goods.
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Potential impact of AIFRS (continued)

Differences identified

Revenue (continued)

Presentation and
disclosure of profit/loss
on disposal of non current
assets on a net basis.

Leases

Classification of leases.

Identification of all lease
agreements.

Disclosures

The primary statements include a
statement of changes in equity.

Extraordinary items are no longer
disclosed.

Potential nature of impact

Under current Australian GAAP, profit on disposal of non-current
assets is disclosed on a gross basis with disposal revenues and
carrying amounts of assets being disclosed separately within
revenues and expenses respectively in the statement of financial
performance.

Under AIFRS, the net profit/loss on disposal will be presented
as revenue in the income statement.

The determination of whether a lease is classified as a finance
lease or an operating lease is based on substance over form and
no longer includes quantitative guidelines. As a result certain
leases may be reclassified from operating to finance, increasing
assets and liabilities.

Certain agreements which are not in the legal form of a lease
may include a lease element. This may impact the revenue
recognition policy in respect of these agreements.

Certain items which are recognised directly in equity will be
disclosed in the new statement of changes in equity.

The nature and amounts of material items will be disclosed
separately either on the face of the income statement or in the
notes.
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(i)

Additional information to be furnished under the Charitable Fundraising

Act, 1991

Fundraising appeals conducted during the financial year

Fundraising appeals conducted during the financial year included mail appeals and various other
sundry fundraising projects and general receiving of indirectly solicited donations and bequests.

Results of fundraising appeals
Gross proceeds from fundraising
Less: Direct costs of fundraising
appeals

Net surplus obtained from
fundraising appeals

Application of net surplus

obtained from fundraising appeals

Distributions (expenditure on
direct services)
Recurrent administration expenses

The shortfall between the net
surplus available from fundraising
appeals and total expenditure
was provided from the following
sources:

Government grants

Investment income

Revenue from sale of goods and
services

Other income

Transfer from/(to) general
accumulated funds

Consolidated Northcott
2005 2004 2005 2004
$ $ $ $
2,873,034 4,801,048 2,829,641 4,738,844
(635,159) (698,639) (630,590) (697,988)
2,237,875 4,102,409 2,199,051 4,040,856
12,703,951 13,210,268 12,709,132 13,230,590
3,602,688 2,867,492 3,566,580 2,793,911
16,306,639 16,077,760 16,275,712 16,024,501
7,804,434 6,664,618 7,804,434 6,664,618
2,217,344 2,142,301 2,110,810 2,042,849
2,975,374 3,406,327 2,975,374 3,406,327
719,463 3,272,935 736,660 3,255,616
352,149 (3,510,830) 449,383 (3,385,765)
14,068,764 11,975,351 14,076,661 11,983,645
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(iii)

Additional information to be furnished under the Charitable Fundraising

Act, 1991 (continued)

Comparisons of certain
monetary figures and
percentages

Total cost of fundraising /
gross income from fundraising

Net surplus from fundraising /
gross income from fundraising

Total cost of services / total
expenditure

Total cost of services /total
income received from
operating activities

Consolidated

2005
$

635,159
2,873,034

2,237,875
2,873,034

12,703,951
16,306,639

12,703,951
16,589,649

2004
% $

22 698,639
4,801,048

78 4,102,409
4,801,048

78 13,210,268
16,077,760

77 13,210,268
18,031,083

2005
% $

15, 630,590
2,829,641

85 2,199,051
2,829,641

82 12,709,132
16,275,712

7312,709,132
16,456,919

%

22

78

78

77

Northcott

2004
$

697,988
4,738,844

4,040,856
4,738,844

13,230,590
16,024,501

13,230,590
17,852,108

%

15

85

83

74

36






THE FUTURE 1is rich with promise. It is more
than a hope, less than a prophecy, to discern a
very splendid edifice erected upon the
foundation that the Rotary Club of Sydney has
laid faithfully and so well.

Report on the activity of the club on behalf of crippled children - July to
December 1929 Rotary Club of Sydney (Community Service Committee)
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