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RESPONSIBILITY
STATEMENT OF 

The Director-General of the Ministry of Agriculture and Forestry, in terms of the Public Finance 

Act 1989, is responsible for the preparation of the Ministry’s financial statements, statement of 

service performance and non-departmental statements and schedules, and the judgements made in 

the process of producing these financial statements and schedules.

The Director-General has responsibility for establishing and maintaining, and he has established 

and maintained, a system of internal control procedures that provide reasonable assurance as to the 

integrity and reliability of financial reporting.

In the opinion of the Director-General of the Ministry of Agriculture and Forestry:

	 The Ministry’s financial statements and statement of service performance fairly reflect the 

financial position and operations of the Ministry for the year ended 30 June 2006.

 	The non-departmental statements and schedules fairly reflect the assets, liabilities, contingencies 

and commitments managed by the Ministry on behalf of the Crown as at 30 June 2006 and 

revenues and expenses managed by the Ministry on behalf of the Crown for the year ended on 

that date.

Signed	 Countersigned

M A Sherwin	 A S Frost 

Director-General	 Chief Financial Officer
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RESPONSIBILITY Audit Report
To the Readers of the Ministry of 

Agriculture and Forestry’s Financial 

Statements

for the year ended 30 June 2006

The Auditor-General is the auditor of Ministry 

of Agriculture and Forestry (the Ministry). 

The Auditor General has appointed me, John 

O’Connell, using the staff and resources of 

Audit New Zealand, to carry out the audit of 

the financial statements of the Ministry, on his 

behalf, for the year ended 30 June 2006.  

Unqualified opinion

In our opinion the financial statements of the 

Ministry on pages 36 to 69 and pages 75 to 109:

	 comply with generally accepted accounting 

practice in New Zealand; and

	 fairly reflect:

–	the Ministry’s financial position as at 

30 June 2006;

–	the results of its operations and cash flows 

for the year ended on that date; 

–	 its standards of delivery performance 

achieved, as compared with the forecast 

standards outlined in the statement of 

forecast service performance adopted at 

the start of the financial year and its actual 

revenue earned and output expenses 

incurred, as compared with the forecast 

revenues and output expenses outlined 

in the statement of forecast service 

performance adopted at the start of the 

financial year;

–	  the schedules of non-departmental activities 

on pages 99 to 109 fairly reflect the assets, 

liabilities, revenues, expenses, contingencies, 

commitments and trust monies managed by 

the Ministry on behalf of the Crown for the 

year ended 30 June 2006. 

The audit was completed on 27 September 2006, 

and is the date at which our opinion is expressed.

The basis of our opinion is explained below. In 

addition, we outline the responsibilities of the 

Director-General and the Auditor, and explain 

our independence.

Basis of opinion

We carried out the audit in accordance with 

the Auditor-General’s Auditing Standards, 

which incorporate the New Zealand Auditing 

Standards.

We planned and performed the audit to obtain 

all the information and explanations we 

considered necessary in order to obtain 

reasonable assurance that the financial 

statements did not have material misstatements, 

whether caused by fraud or error.

Material misstatements are differences or 

omissions of amounts and disclosures that 

would affect a reader’s overall understanding 

of the financial statements. If we had found 

material misstatements that were not 

corrected, we would have referred to them in 

our opinion.

The audit involved performing procedures to 

test the information presented in the financial 

statements. We assessed the results of those 

procedures in forming our opinion.

Audit procedures generally include:

 	determining whether significant financial 

and management controls are working and 

can be relied on to produce complete and 

accurate data;
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 	verifying samples of transactions and 

account balances;

 	performing analyses to identify anomalies 

in the reported data;

 	reviewing significant estimates and 

judgements made by the Director-General;

 	confirming year-end balances;

 	determining whether accounting policies 

are appropriate and consistently applied; 

and

 	determining whether all financial statement 

disclosures are adequate.

We did not examine every transaction, nor do 

we guarantee complete accuracy of the financial 

statements or statement of service performance.

We evaluated the overall adequacy of the 

presentation of information in the financial 

statements. We obtained all the information 

and explanations we required to support our 

opinion above.

Responsibilities of the Director-General and the Auditor

The Director-General is responsible for 

preparing financial statements in accordance 

with generally accepted accounting practice in 

New Zealand. The financial statements must 

fairly reflect the financial position of the 

Ministry as at 30 June 2006 and the results of 

its operations and cash flows for the year 

ended on that date. The statement of service 

performance must fairly reflect, for each class 

of outputs, the Ministry’s standards of delivery 

performance achieved and revenue earned 

and expenses incurred, as compared with the 

forecast standards, revenue and expenses 

adopted at the start of the financial year. In 

addition, the schedules of non-departmental 

activities must fairly reflect the assets, 

liabilities, revenues, expenses, contingencies, 

commitments and trust monies managed by 

the Ministry on behalf of the Crown for the 

year ended 30 June 2006. The Director-

General’s responsibilities arise from sections 

45A and 45B and 45(1)(f) of the Public 

Finance Act 1989. 

We are responsible for expressing an 

independent opinion on the financial 

statements and reporting that opinion to you. 

This responsibility arises from section 15 of 

the Public Audit Act 2001 and section 45D(2) 

of the Public Finance Act 1989.

Independence

When carrying out the audit we followed the 

independence requirements of the Auditor 

General, which incorporate the independence 

requirements of the Institute of Chartered 

Accountants of New Zealand.

In addition to the audit we have carried out 

assignments to provide assurance on the FMIS 

implementation and a Biosecurity tender 

process which are compatible with those 

independence requirements. Other than the 

audit and these assignments, we have no 

relationship with or interests in the Ministry. 

 

John O’Connell 

Audit New Zealand 

On behalf of the Auditor-General 

Wellington, New Zealand
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STATEMENT OF 

ACCOUNTING POLICIES
The Reporting Entity

The Ministry of Agriculture and Forestry is a 

government department as defined by section 

2 of the Public Finance Act 1989.

These are the financial statements of the 

Ministry of Agriculture and Forestry prepared 

pursuant to the Public Finance Act 1989.

In addition, the Ministry has reported the 

Crown activities and trust monies which it 

administers.

Measurement System

The financial statements have been prepared 

on an historical cost basis modified by the 

revaluation of certain fixed assets as identified 

in the specific accounting policies below.

Accounting Policies

The following particular accounting policies, 

which materially affect the measurement of 

financial results and financial position, have 

been applied.

Budget Figures

The budget figures are those presented in the 

Budget Day Estimates (Main Estimates) and 

those amended by the Supplementary 

Estimates (Supp. Estimates) and any transfer 

made by Order in Council under section 

26A of the Public Finance Act 1989.

Revenue

The Ministry derives revenue through the 

provision of outputs to the Crown and for 

services to third parties. Such revenue is 

recognised when earned and is reported in the 

financial period to which it relates.

Unearned Revenue

Unearned revenue is revenue received in the 

current accounting period relating to services 

the Ministry will provide in future accounting 

periods.

Cost Allocation

The Ministry has determined the cost of 

outputs using the cost allocation system 

outlined below.

Direct costs are charged directly to significant 

activities. Indirect costs are charged to 

significant activities based on cost drivers and 

related activity/usage information.

Direct costs are those costs directly attributed 

to an output. Indirect costs are those costs 

which cannot be identified in an economically 

feasible manner, with a specific output.

Direct costs are charged directly to outputs. 

Depreciation and capital charge are charged 

on the basis of asset use. Indirect costs are 

assigned to business groups based on various 

cost drivers including assessed charges and 

usage, personnel numbers and estimated 

allocation of time.

Debtors and Receivables

Receivables are recorded at estimated 

realisable value after providing for doubtful 

and uncollectable debts.

Leases

Leases which effectively transfer to the 

Ministry substantially all the risks and benefits 

incidental to ownership of the leased items are 

classified as finance leases. These are 
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capitalised at the lower of the fair value of the 

asset or the present value of the minimum 

lease payments. The leased assets and the 

corresponding lease liabilities are recognised 

in the Statement of Financial position. 

The leased assets are depreciated over the 

period the Ministry is expected to benefit 

from their use. The interest expense 

component of finance lease payments is 

recognised in the Statement of Financial 

Performance. 

Leases where the lessor effectively retains 

substantially all the risks and benefits of 

ownership of the leased item are classified as 

operating leases. Operating lease expenses are 

recognised on a systematic basis over the 

period of the lease.

Property, Plant and Equipment

Land and buildings are stated at fair value as 

determined by an independent registered 

valuer. Fair value is determined using market-

based evidence. Land and buildings are 

revalued at least every five years. Additions 

between revaluations are recorded at cost.

The results of revaluing land and buildings are 

credited or debited to an asset revaluation 

reserve for that class of asset. Where a 

revaluation results in a debit balance in the 

revaluation reserve, the debit balance will be 

expensed in the Statement of Financial 

Performance.

All other property, plant and equipment, or 

groups of assets forming part of a network 

which are material in aggregate, costing more 

than $5,000 are capitalised and recorded at 

cost. Any write-down of an item to its 

recoverable amount is recognised in the 

Statement of Financial Performance.

Depreciation

Depreciation is provided on a straight line 

basis on all fixed assets, other than freehold 

land and items under construction, at a rate 

which will write off the cost (or valuation) of 

the assets to their estimated residual value 

over their useful lives.

The useful lives and associated depreciation 

rates of major classes of assets have been 

estimated as follows:

The cost of lease improvements is capitalised 

and depreciated over the unexpired period of 

the lease or the estimated remaining useful 

lives of the improvements, whichever is 

shorter.

Items under construction are not depreciated. 

The total cost of a capital project is transferred 

to the appropriate asset class on its completion 

and then depreciated.

Inventory

Inventory held for distribution is valued at the 

lower of cost and current replacement value. 

Inventory held for use in the provision of 

goods and services is valued at the lower of 

 Depreciation

Buildings	 50 years	 (2%)

Leasehold improvements	 2–12 years	 (8–50%)

Plant and equipment	 3–10 years	 (10–33%)

Lease plant and equipment	 3 years	 (33%)

Motor vehicles	 4–8 years	 (12–25%)
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cost (assigned to inventory quantities on hand 

at balance date using the first in first out 

(FIFO) basis) or net realisable value. 

Full provision is made for obsolescence where 

applicable.

Employee Entitlements

Provision is made in respect of the Ministry’s 

liability for annual, long service and 

retirement leave. Annual leave and other 

entitlements expected to be settled within 

12 months of reporting date, are measured at 

nominated values on an actual entitlement 

basis at current rates of pay.

Entitlements payable beyond 12 months, such 

as long service and retiring leave, have been 

calculated on an actuarial basis based on the 

present value of expected future entitlements.

Statement of Cash Flows

Cash means cash balances on hand, held in 

bank accounts, and deposits with the 

New Zealand Debt Management Office.

Operating activities include cash received 

from all the Ministry’s income sources and 

record cash payments made for the supply of 

goods and services.

Investing activities are those activities relating 

to the acquisition and disposal of non-current 

assets.

Financing activities comprise capital 

injections by, and repayment of capital to, 

the Crown.

Foreign Currency

Foreign currency transactions are converted 

into New Zealand dollars at the exchange rate 

at the date of the transaction. Where a 

forward exchange contract has been used to 

establish the price of a transaction, the 

forward rate specified in that foreign exchange 

contract is used to convert that transaction to 

New Zealand dollars. 

Consequently, no exchange gain or loss 

resulting from the difference between the 

forward exchange contract rate and the spot 

exchange rate on date of settlement is 

recognised.

Monetary assets and liabilities are translated 

to New Zealand dollars at the closing 

exchange rate. The resulting unrealised 

exchange gain or loss is recognised in the 

Statement of Financial Performance. 

Other exchange gains or losses, whether 

realised or unrealised, are recognised in the 

Statement of Financial Performance in the 

period to which they relate.

Financial Instruments

The Ministry is party to financial instruments 

as part of its normal operations. 

These financial instruments include bank 

accounts, debtors, creditors and foreign 

currency forward contracts. The Ministry 

enters into the foreign currency forward 

contracts to hedge currency transactions. 

Any exposure to gains or losses on those 

contracts is generally offset by a related loss or 

gain on the item being hedged. Apart from 

foreign currency forward contracts, all 

financial instruments are recognised in the 
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Statement of Financial Position and all 

revenues and expenses in relation to financial 

instruments are recognised in the Statement 

of Financial Performance.

Except for those items covered by a separate 

accounting policy all financial instruments are 

shown at their estimated fair value.

Goods and Services Tax (GST)

The Statement of Trust Monies is inclusive of 

GST. The Statement of Financial Position is 

exclusive of GST, except for Creditors and 

Payables and Debtors and Receivables which 

are GST inclusive. All other statements are 

GST exclusive.

The amount of GST owing to or from the 

Inland Revenue Department at balance date, 

being the difference between Output GST and 

Input GST, is included in Creditors and 

Payables or Debtors and Receivable 

(as appropriate).

Taxation

Government departments are exempt from 

the payment of income tax in terms of the 

Income Tax Act 1994. Accordingly, no charge 

for income tax has been provided.

Commitments

Future expenses and liabilities to be incurred 

on contracts entered into at balance date are 

disclosed as commitments to the extent there 

are equally unperformed obligations.

Contingent Liabilities

Contingent liabilities are disclosed at the point 

at which the contingency is evident.

Taxpayers’ Funds

This is the Crown’s net investment in the 

Ministry.

Changes in Accounting Policies

The Ministry has changed its accounting 

policy for GST to comply with the Public 

Finance Amendment Act 2004. 

Appropriations are accounted for on a GST 

exclusive basis with effect from 1 July 2005.

All policies, other than noted above, have 

been applied on a basis consistent with the 

previous year.
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 For the year ended 30 JUNE 2006

financial performance
statement of

The accompanying accounting policies and notes form part of these financial statements. 

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   Revenue				  

	 137,273	 Crown		  147,345	 159,178	 156,355

	 81,256	 Other	 1	 84,025	 84,499	 80,157

	 218,529	 Total operating revenue		  231,370	 243,677	 236,512

		   Expenditure				  

	 107,171	 Personnel costs	 2	 112,628	 117,008	 119,834

	 100,474	 Operating costs	 3	 107,788	 116,529	 108,134

	 7,360	 Depreciation	 4	 9,102	 8,900	 8,704

	 312	 Capital charge	 5	 1,852	 1,240	 1,241

	 (66)	 Other expenses	 6	 60	 60	 36

	 215,251	 Total expenses		  231,430	 243,737	 237,949

	 3,278	 Net surplus/(deficit)		  (60)	 (60)	 (1,437)
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TAXPAYERS’ FUNDS
STATEMENT OF MOVEMENTS IN

 For the year ended 30 JUNE 2006

The accompanying accounting policies and notes form part of these financial statements. 

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

	 3,907	 Taxpayers’ funds as at 1 July		  16,597	 15,512	 15,512

	 3,278	 Net surplus/(deficit)		  (60)	 (60)	 (1,437)	

	 3,278	 Total recognised revenues 		  (60)	 (60)	 (1,437) 

		  and expenses for the year

	 (3,278)	 Provision for repayment of 	 17	 -	 -	 (14) 

		  surplus to the Crown

	 11,605	 Capital contributions	 7	 10,626	 10,626	 10,626

	 -	 Capital withdrawal		  (595)	 (595)	 (595)

	 15,512	 Taxpayers’ funds as at 30 June		  26,568	 25,483	 24,092
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 AS AT 30 JUNE 2006

fINANCIAL pOSITION
STATEMENT OF 

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   TAXPAYERS’ FUNDS 				  

	 15,194	 General funds	 7	 26,250	 25,165	 23,730

	 318	 Revaluation reserve	 7	 318	 318	 362

	 15,512	 Total taxpayers’ funds		  26,568	 25,483	 24,092

	               Represented by:

		   CURRENT ASSETS				  

	 33,083	 Cash 		  13,756	 10,082	 10,908

	 11,548	 Debtors and receivables	 8	 12,416	 11,436	 15,041

	 304	 Inventory	 9	 2,650	 3,400	 3,397

	 753	 Prepayments		  400	 400	 852

	 45,688	 Total current assets		  29,222	 25,318	 30,198

		   NON-CURRENT ASSETS				  

	 1,143	 Debtors and receivables	 8	 -	 -	 2,792

	 25,527	 Property, plant and equipment	 10	 44,009	 49,363	 47,530

	 26,670	 Total non-current assets		  44,009	 49,363	 50,322

	 72,358	 Total assets		  73,231	 74,681	 80,520

		   CURRENT LIABILITIES				  

	 21,185	 Creditors and payables	 11	 21,161	 20,781	 22,529

	 8,351	 Employee entitlements	 12	 8,250	 8,600	 8,817

	 10,552	 Unearned revenue	 13	 7,500	 7,880	 11,060

	 2,538	 Provisions	 14	 776	 650	 405

	 2,095	 Finance lease liability	 15	 1,555	 2,095	 1,921

	 3,278	 Provision for repayment of 	 17	 -	 -	 14 

		  surplus to the Crown

	 47,999	 Total current liabilities		  39,242	 40,006	 44,746

		   NON-CURRENT LIABILITIES				  

	 6,839	 Employee entitlements	 12	 7,000	 7,250	 7,681

	 366	 Provisions	 14	 386	 300	 300

	 1,642	 Finance lease liability	 15	 35	 1,642	 3,701

	 8,847	 Total non-current liabilities		  7,421	 9,192	 11,682

	 56,846	 Total liabilities		  46,663	 49,198	 56,428

	 15,512	 Net assets		  26,568	 25,483	 24,092

The accompanying accounting policies and notes form part of these financial statements. 
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CASH FLOWS
statement of 

 For the year ended 30 JUNE 2006

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

		   OPERATING ACTIVITIES 				  

		  Cash was provided from: 				  

		  Supply of outputs to				  

	 143,494		  ›	 Crown		  147,345	 160,966	 153,430

	 83,643		  ›	 Customers		  84,015	 81,284	 78,808

		  Cash was applied to:				  

		  Produce outputs				  

	 (105,713)		  ›	 Personnel		  (112,128)	 (116,348)	 (118,526)

	 (97,374)		  ›	 Operating		  (109,004)	 (121,570)	 (112,249)

	 (462)		  ›	 Net GST received/(paid)		  -	 -	 (306)

	 (312)		  ›	 Capital charge		  (1,852)	 (1,240)	 (1,241)

	 (39)	 Other expenses		  (60)	 (60)	 (36)

	 23,237	 Net cash inflow/(outflow)		  8,316	 3,032	 (120)  

		  from operating activities

	                INVESTING ACTIVITIES				  

		  Cash was provided from:				  

	 518	 ›	 Sale of property, plant 		  600	 600	 677 

			   and equipment

		  Cash was disbursed for:				  

	 (8,984)	 ›	 Purchase of property,  		  (23,552)	 (33,386)	 (29,485) 

			   plant and equipment

	 (8,466)	 Net cash inflow/(outflow) 		  (22,952)	 (32,786)	 (28,808) 

		  from investing activities

		   FINANCING ACTIVITIES				  

		  Cash was provided from:

	 11,605	 ›	 Capital contribution 		  10,626	 10,626	 10,626 

			   from Crown

		  Cash was disbursed to:				  

	 (10,503)	 ›	 Payment of surplus to Crown	 	 (7,400)	 (3,278)	 (3,278)

	 -	  ›	 Repayment of capital to the Crown	 (595)	 (595)	 (595)

	 1,102	 Net cash inflow/(outflow) 	 	 2,631	 6,753	 6,753 

		  from financing activities

	 15,873	 Net increase (decrease) in cash held		  (12,005)	 (23,001)	 (22,175)

	 17,210	 Add opening cash 		  25,761	 33,083	 33,083

	 33,083	 Closing cash		  13,756	 10,082	 10,908

The accompanying accounting policies and notes form part of these financial statements. 
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 AS AT 30 JUNE 2006

 AS AT 30 JUNE 2006

Statement of  

Commitments
The Ministry has long-term leases on premises throughout New Zealand. The amounts disclosed below as 

future commitments are based on the current rental rates. Other operating leases include lease payments for 

facsimile machines and photocopiers.

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   OPERATING COMMITMENTS 

		  Accommodation leases:	

	 7,999	 Not later than one year	 7,020

	 7,195	 Later than one year and not later than two years	 6,361

	 16,107	 Later than two years and not later than five years	 14,547

	 33,132	 Later than five years	 29,653

	 64,433	 Total accommodation leases	 57,581

		  Other operating leases:	

	 338	 Not later than one year	 649

	 197	 Later than one year and not later than two years	 398

	 62	 Later than two years and not later than five years	 271

	 597	 Total other operating leases	 1,318

	 5,800	 Capital commitments	 629

	 70,830	 Total commitments	 59,528

The Ministry has also entered into non-cancellable contracts for computer maintenance and support. These  

non-cancellable contracts totalled $3.198 million as at 30 June 2006 (2005: $5.119 million).

Statement of  

CONTINGENT LIABILITIES
	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 228	 Legal proceedings	 1,462

Proceedings have been started against the Ministry for the above sum at balance date. The claims relate to 

personnel grievances and alleged losses resulting from pest incursions. The Ministry is defending these cases. 

The Ministry also has a non-quantifiable contingent liability relating to an indemnity given against the remote 

possibility the effects of Btk spray may be proven harmful.

The accompanying accounting policies and notes form part of these financial statements.
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 For the year ended 30 JUNE 2006

 For the Year Ended 30 JUNE 2006

Statement of  

Unappropriated EXPENDITURE

Statement of  

TRUST MONIES

Quarantine Services

Unappropriated expenditure of $812,000 resulted from the collective employment contract settlement having a 

higher than expected fiscal impact and volume pressures at ports of entry, particularly international passenger 

clearance. It was not clear the appropriation would be exceeded until late June 2006, too late for an 

appropriation to be included in the 2005/06 Supplementary Estimates or for prior approval to be sought to 

incur the expenses.  

The Minister of Finance has subsequently approved the unappropriated expenditure under section 26B of the 

Public Finance Act 1989. 

The comparative information presented in the Statement of Unappropriated Expenditure has been presented on 

a GST inclusive basis. This comparative information has not been restated to exclude GST, as approved 

appropriations for 2004/05 were made on a GST inclusive basis. Any restatement of the comparative 

information would not reflect those approved appropriations.

	U nappropriated		A  nnual	A ctual	U nappropriated 

	E xpenditure		A  ppropriation	E xpenditure	E xpenditure 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

		   Vote Biosecurity  

		  Departmental output expense			 

	 -	 Quarantine Services		  50,779	 51,591	 812

	 886	 Control of and response to pests and 		 -	 -	 - 

		  diseases

Meat Levies Trust Account
The Meat Levies Trust Account holds levy funds received from meat works for the killing of animals payable to 

the Animal Health Board, Meat and Wool New Zealand Ltd and the Pork Industry Board.

	 June					     June 

	 2005	C ontribution	D istribution	R evenue	E xpenses	 2006 

	 $(000)	 $(000)	 $(000)	 $(000)	 $(000)	 $(000)

	 0	 55,925	 (55,938)	 13	 -	 -

The accompanying accounting policies and notes form part of these financial statements. 
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EXPENDITURE AND APPROPRIATIONS
statement of departmental

	j une 2006	 June 2006	 June 2006 

	 main	S upp	E xpenditure 

	 estimates	 estimates	A ctual 

	 $(000)	 $(000)	 $(000)

 Vote Agriculture and Forestry	

Appropriations for output expenses		

Agriculture and forestry policy advice	 24,253	 22,270	 19,530

Animal welfare		  2,940	 2,587	 2,587

Administration of indigenous forestry provisions	 2,476	 1,926	 1,922

Contract, grant and asset management	 4,069	 4,164	 3,810

Contestable services	 1,170	 2,000	 2,155

Sub-total			   34,908	 32,947	 30,004

Appropriations for other expenses		

Restructuring expenses	 60	 60	 36

Total Vote Agriculture and Forestry	 34,968	 33,007	 30,040

 Vote Biosecurity

Appropriations for output expenses		

Biosecurity policy		  10,155	 11,638	 11,542

Biosecurity approvals and assurance	 1,387	 1,768	 1,762

Biosecurity enforcement	 3,092	 3,889	 3,858

Biosecurity standards	 17,358	 23,959	 23,908

Biosecurity surveillance and incursion response	 30,628	 38,887	 38,668

Quarantine services	 52,302	 50,779	 51,591

Total Vote Biosecurity 	 114,922	 130,920	 131,329

 VOTE FOOD SAFETY

Appropriations for output expenses		

Food safety policy advice	 2,525	 2,399	 2,285

Regulatory standards	 36,077	 35,050	 32,213

Response to food safety emergencies	 244	 236	 235

Systems audit and enforcement	 4,432	 3,842	 3,723

Consultation and food safety information	 1,944	 2,361	 2,361

Regulatory programmes	 36,318	 35,922	 35,763

Total Vote Food Safety	 81,540	 79,810	 76,580

Total all Votes		  231,430	 243,737	 237,949

 permanent legislative authority

Capital expenditure	 -	 -	 34,274

 for the year ended june 2006
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Notes   
TO THE FINANCIAL STATEMENTS

 For the year ended 30 June 2006

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Statutory fees and charges 

	 15,760	 NZFSA regulatory standards 	 17,438

	 31,624	 Verification services to the animal products industries	 33,303

	 18,822	 Quarantine services	 18,134

	 1,835	 Other statutory fees and charges	 1,787

	 68,041	 Total statutory fees and charges	 70,662

		   Sale of goods and services	

	 2,365	 Discretionary monitoring and inspection services carried out at the border	 1,615

	 1,004	 State sector retirement savings scheme recovery from SSC	 2,232

	 5,121	 Laboratory tests 	 738

	 504	 Facilitation of market access 	 879

	 1,815	 Administrative services and rental of surplus property	 1,978

	 75	 Gain on sale of fixed assets	 14

	 2,331	 Other miscellaneous sales	 2,039

	 13,215	 Total sale of goods and services	 9,495

	 81,256	 Total revenue other	 80,157

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 98,663	 Salaries and wages	 108,414

	 1,592	 Employer superannuation contributions	 2,929

	 1,385	 Annual, retirement and long service leave	 2,081

	 5,531	 Other personnel costs	 6,410

	 107,171	 Total personnel costs	 119,834

 Note 1: Revenue Other

 Note 2: Personnel Costs
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 139	 Audit fees for audit of financial statements	 146

	 35	 Audit fees for other services provided	 40

	 968	 Advertising and publicity	 2,254

	 3,057	 Consultancy	 2,698

	 52,984	 Contracts	 64,352

	 279	 Finance lease interest costs	 194

	 7,823	 Operating lease rentals	 8,227

	 9,315	 Travel	 10,738

	 32	 Bad debts written-off	 209

	 475	 Fixed asset write-offs	 -

	 230	 Increase/(decrease) in provision for doubtful debts 	 (54)

	 25,137	 Other operating costs	 19,330

	 100,474	 Total operating costs	 108,134

 Note 3: Operating Costs

 Note 4: Depreciation

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 39	 Buildings	 53

	 439	 Leasehold improvements	 789

	 3,313	 Plant and equipment	 4,412

	 2,439	 Leased plant and equipment	 2,279

	 1,130	 Motor vehicles	 1,171

	 7,360	 Total depreciation	 8,704

 Note 5: Capital Charge
The Ministry pays a capital charge to the Crown on its taxpayers’ funds as at 30 June and 31 December each 

year. The capital charge rate for the year ended 30 June 2006 was 8 percent (2005: 8 percent).

 Note 6: Other Expenses

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 (66)	 Restructuring expenses	 36

	 (66)	 Total other expenses	 36
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   General Funds 

	 3,589	 General funds as at 1 July	 15,194

	 3,278	 Net operating surplus/(deficit)	 (1,437)

	 -	 Revaluation reserve reversal on disposal	 (44)

		  Capital contributions from the Crown for:	

	 -	  Part acquisition of AgResearch’s Wallaceville campus	 7,691

	 -	  Software to map public access rights along water courses	 575

	 3,017	  Integrated document management system	 2,191

	 338	  Vessel compliance information system	 169

	 2,250	  Foot-and-mouth vaccine	 -

	 6,000	  Fit-out and furnishing of new Head Office accommodation	 -

	 -	 Capital withdrawal	 (595)

	 18,472		  23,744

	 (3,278)	 Provision for repayment of surplus to the Crown	 (14)

	 15,194	 General funds as at 30 June	 23,730

 Note 7: Taxpayers’ Funds
Taxpayers’ funds comprise two components:

	A ctual		L  and	B uildings	T otal 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

	 	  Revaluation Reserve	

	 318	 Balance as at 1 July		  175	 143	 318

	 -	 Revaluation reserve reversal on disposal	 -	 44	 44

	 318	 Balance at 30 June		  175	 187	 362
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 Note 8: Debtors and Receivables

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Current debtors and receivables

	 6,508	 Trade debtors	 6,132

	 (414)	 Less provision for doubtful debts	 (360)

	 6,094	 Net trade debtors	 5,772

	 1,788	 Crown debtor	 5,128

	 3,666	 Accrued revenue	 4,028

	 -	 GST owing from Inland Revenue Department	 113

	 11,548	 Total current debtors and receivables	 15,041

		   Non-Current debtors and receivables

	 1,143	 Accrued revenue	 2,792

	 12,691	 Total debtors and receivables	 17,833

 Note 9: Inventory

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Inventory held for distribution

	 -	  Foot-and-mouth vaccine	 3,008

	 275	  Btk spray	 275

	 -	  Tamiflu	 44

	 275	 Total inventory held for distribution	 3,327

		   Inventory held for use

	 29	 Inventory held for use in the provision of goods and services	 70

	 304	 Total inventory	 3,397
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Land	

	 175	 At valuation – 30 June 2002	 1,561

		   buildings	

	 1,965	 At valuation – 30 June 2002	 7,353

	 (118)	 Accumulated depreciation	 (431)

	 1,847	 Buildings – net current value	 6,922

		   Leasehold Improvements	

	 1,651	 At cost	 9,250

	 (552)	 Accumulated depreciation	 (971)

	 1,099	 Leasehold improvements – net book value	 8,279

		   Plant and equipment	

	 24,449	 At cost	 28,458

	 (12,111)	 Accumulated depreciation	 (13,470)

	 12,338	 Plant and equipment – net book value	 14,988

		   Leased Plant equipment	

	 6,093	 At capitalised amount	 6,186

	 (2,410)	 Accumulated depreciation	 (515)

	 3,683	 Leased plant and equipment – net book value	 5,671

		   Motor Vehicles	

	 6,742	 At cost	 6,886

	 (2,313)	 Accumulated depreciation	 (2,466)

	 4,429	 Motor vehicles – net book value	 4,420

		   Items under construction	

	 1,956	 At cost	 5,689

		   Total Property, plant and equipment	

	 43,031	 At cost, valuation and capitalised amount	 65,383

	 (17,504)	 Accumulated depreciation	 (17,853)

	 25,527	 Total carrying amount of property, plant and equipment	 47,530

 Note 10: Property, Plant and Equipment

Freehold land and buildings have been valued at fair value as at 30 June 2002 by an independent registered valuer, 

DTZ New Zealand Ltd. Legal ownership of leased plant and equipment remains with the lessor. 
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 7,152	 Trade creditors	 5,669

	 13,852	 Accrued expenses 	 16,860

	 181	 GST payable to Inland Revenue Department	 -

	 21,185	 Total creditors and payables	 22,529

 Note 11: Creditors and Payables

 Note 13: Unearned Revenue	

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 	  Current	

	 740	 Salaries and wages	 625

	 7,209	 Annual leave	 7,779

	 291	 Long service leave	 353

	 111	 Retiring leave	 60

	 8,351	 Total current portion	 8,817

	 	  Non-current	

	 683	 Long service leave	 827

	 6,156	 Retiring leave	 6,854

	 6,839	 Total non-current portion	 7,681

	 15,190	 Total employee entitlements	 16,498

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 4,444	 NZFSA regulatory standards 	 4,123

	 1,697	 Verification services to the animal products industries	 2,369

	 2,493	 Electronic certification	 2,756

	 1,600	 Contribution towards Pastoral House fit-out costs	 1,467

	 318	 Other miscellaneous revenue	 345

	 10,552	 Total unearned revenue	 11,060

 Note 12: Employee Entitlements
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Current	

	 762	 Restructurings	 14

	 1,279	 Onerous accommodation contracts	 67

	 497	 Compensation under the Biosecurity Act 1993	 265

	 -	 NZFSA executive director awards	 59

	 2,538	 Total current portion	 405

		   Non-current	

	 9	 Restructurings	 -

	 57	 Onerous accommodation contracts	 -

	 300	 Site restoration	 300

	 366	 Total non-current portion	 300

	 2,904	 Total provisions	 705

 Note 14: Provisions

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 266	 Opening balance	 771

	 751	 Additional provision made during the year	 -

	 (11)	 Charged against provision for the year	 (716)

	 (235)	 Reclassified under onerous accommodation contracts provision	 -

	 -	 Unused amounts reversed during year	 (41)

	 771	 Closing balance	 14

	 762	 Current	 14

	 9	 Non-current	 -

 Provision for Restructurings

The restructuring provision arises from organisational reviews conducted during 2004/05 by the Policy Group, 

Quarantine Services and the New Zealand Food Safety Authority. The provision represents the Ministry’s best 

estimate of the cost of the restructurings. It is anticipated all costs associated with the restructurings will be 

incurred over the next year.
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 Provision for NZFSA Executive Director Awards

 Provision for Onerous Accommodation Contracts	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 -	 Opening balance	 1,336

	 1,238	 Additional provision made during the year	 -

	 (32)	 Charged against provision for the year	 (1,269)

	 235	 Reclassified from restructuring provision	 -

	 (105)	 Unused amounts reversed during year	

	 1,336	 Closing balance	 67

	 1,279	 Current	 67

	 57	 Non-current	 -

This provision relates to non-cancellable contracts for surplus accommodation at Palmerston North and 

Wellington. Surplus accommodation has been sublet where possible. The provision provides for our best estimate 

of our residual obligations under each lease agreement. The liability will be incurred over the next year.

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 28	 Opening balance	 -

	 -	 Additional provisions made during the year	 82

	 (28)	 Charged against provision for the year	 (23)

	 -	 Closing balance	 59

	 -	 Current	 59

	 -	 Non-current	 -

This provision relates to awards being established to improve NZFSA’s leadership capability and its ability to 

deliver a world-leading food regulatory programme. The liability will be incurred over the next year. 

The provision for site restoration relates to requirements to restore leased accommodation to its original 

condition at the end of the lease. The restoration work is expected to be carried out by 2011.

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 300	 Opening balance	 300

	 -	 Additional provisions made during the year	 -

	 300	 Closing balance	 300

	 -	 Current	 -

	 300	 Non-current	 300

 Provision for Site Restoration
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 -	 Opening balance	 497

	 497	 Additional provisions made during the year	 -

	 -	 Charged against provision for the year	 (232)

	 497	 Closing balance	 265

	 497	 Current	 265

	 -	 Non-current	 -

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Finance leases

	 2,095	 Current	 1,921

	 1,642	 Non-current	 3,701

	 3,737	 Total	 5,622

		  Repayable as follows	

	 2,315	 Not later than one year	 2,256

	 1,650	 Later than one year but not later than two years	 2,256

	 60	 Later than two years but not later than five years	 1,693

	 4,025		  6,205

	 (288)	 Future finance charges	 (583)

	 3,737	 Net finance lease liability	 5,622

The effective interest rate on the leases range from 5.65 percent to 5.7 percent. Ownership of the assets remains 

with the lessor.

 Provision for Compensation under the Biosecurity Act 1993

This provision provides for compensation payable under section 162A of the Biosecurity Act 1993, as a result of 

the exercise of powers to manage or eradicate organisms. Compensation is payable where the exercise of these 

powers causes verifiable losses as a result of the damage or destruction of a person’s property or restrictions on 

the movement of a person’s goods. The provision represents the Ministry’s best estimate of the cost of settling 

current compensation claims. The compensation payments are expected to be settled by the end of 2007.

 Note 15: Finance Lease Liability
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	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 3,278	 Net surplus/(deficit)	 (1,437)

		  Add/(less) non-cash items	

	 7,360	 Depreciation	 8,704

	 475	 Write-downs	 -

	 7,835	 Total non-cash items	 8,704

		  Add/(less) working capital movements 	

	 53	 (Increase)/decrease in inventories	 (3,093)

	 8,197	 (Increase)/decrease in accounts receivable	 (5,142)

	 (273)	 (Increase)/decrease in prepayments	 (99)

	 (1,109)	 Increase/(decrease) in accounts payable	 1,344

	 1,563	 Increase/(decrease) in unearned revenue	 508

	 1,458	 Increase/(decrease) in employee entitlements	 1,308

	 2,310	 Increase/(decrease) in other provisions	 (2,199)

	 12,199	 Working capital movements – net	 (7,373)

		  Add/(less) investing activities items:	

	 (75)	 Net (gain)/loss on sale of fixed assets	 (14)

	 23,237	 Net cash flow from operating activities	 (120)

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 3,278	 Operating surplus	 -

	 -	  Net gain on sale of plant, property and equipment	 14

	 3,278	 Total provision for repayment of surplus to the Crown	 14

 Note 16: Reconciliation of Net Surplus to Net Cash Flows from Operating Activities

 Note 17: Provision for Repayment of Surplus to the Crown
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 Note 18: Related Parties

The Ministry is a wholly owned entity of the 

Crown. The Government significantly influences 

the roles of the Ministry as well as being a major 

source of revenue.

The Ministry enters into numerous transactions 

with other government departments, Crown 

agencies and state-owned enterprises on an arm’s 

length basis. Where those parties are acting in the 

course of their normal dealings with the 

department, related party disclosures have not 

been made for transactions of this nature.

Apart from those transactions described above, 

the Ministry has not entered into any related party 

transactions.

 Note 19: Financial Instruments
The Ministry is party to financial instrument 

arrangements as part of its everyday operations. 

These include instruments such as bank balances, 

accounts receivable, trade creditors and foreign 

currency forward contracts. 

 Credit Risk

Credit risk is the risk a third party will default on 

its obligations to the Ministry, causing the 

Ministry to incur a loss. In the normal course of 

its business, the Ministry incurs credit risk from 

trade debtors, and transactions with financial 

institutions and the New Zealand Debt 

Management Office (NZDMO).

The Ministry does not require any collateral or 

security to support financial instruments with 

financial institutions it deals with, or with the 

NZDMO, as these entities have high credit ratings. 

For its other financial instruments, the Ministry 

does not have significant concentration of credit 

risk.

 Fair Value

The fair value of all financial instruments is 

equivalent to the carrying amount disclosed in the 

Statement of Financial Position.

 Currency Risk

Currency risk is the risk debtors and creditors due 

in foreign currency will fluctuate because of changes 

in foreign exchange rates. The Ministry uses foreign 

exchange forward contracts to manage foreign 

exchange exposures.

 Interest Rate Risk

Interest rate risk is the risk the value of a financial 

instrument will fluctuate due to changes in market 

interest rates. This could impact on the return on 

investments or the cost of borrowing. The Ministry 

has no significant exposure to interest rate risk on 

its financial instruments.

 Note 20: Post Balance Date Events	

There have been no significant post balance date 

events.
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			M   ain 

			ESTIMATES	    aCTUAL 

			jUNE    2006	 JUNE 2006	 variance 

			   $(000)	 $(000)	 $(000)

 Statement of Financial Performance	

	Revenue Crown		  147,345	 156,355	 9,010

Revenue other		  84,025	 80,157	 (3,868)

Personnel costs		  112,628	 119,834	 7,206

Capital charge		  1,852	 1,241	 (611)

 Statement of Financial Position		

Cash			   13,756	 10,908	 (2,848)

Debtors and receivables	 12,416	 17,833	 5,417

Property, plant and equipment	 44,009	 47,530	 3,521

Employee entitlements	 15,250	 16,498	 1,248

Unearned revenue		  7,500	 11,060	 3,560

Finance lease liability	 1,590	 5,622	 4,032

Taxpayers’ funds		  26,568	 24,092	 (2,476)

Revenue Crown was $9.010 million higher than 

budget due mainly to additional funding for:

›	 continued response to the incursion of 

didymosphenia geminata in the South Island 

$4.7 million;

›	 response to the marine pest styela clava 

$3 million;

›	 continued monitoring of painted apple moth in 

west Auckland $3.7 million;

›	 continued surveillance for fall webworm in 

south Auckland $2.9 million; 

›	 passenger clearance at regional international 

airports $0.5 million;

›	 food safety functions $0.4 million;

›	 expense transfers from 2004/05 $2.2 million.

This was partly offset by $8.7 million of expense 

transfers to 2006/07 mainly for MAF Quarantine 

Services capability, generic forestry marketing 

 Note 21: Major Budget Variances

The following significant movements between the initial Budget Day Estimates and the actual results for 

2005/06 are explained below.

development and sustainable management of SILNA 

forests.

Revenue other was $3.868 million lower than the 

original budget.  Revenue received from biosecurity 

quarantine services ($0.700 million lower) and food 

safety regulatory standards ($3.7 million lower) 

were both below the original budget.  This was 

partly offset by a $0.9 million increase in revenue 

received from sublet surplus accommodation. 

Personnel costs were $7.2 million higher than the 

Budget Day forecast. The main factors contributing 

to this increase were the collective employment 

settlement having a higher than anticipated fiscal 

impact and an increase in employee numbers 

during the year.

Capital charge was $0.611 million below the 

original budget due to a reduction to taxpayers’ 
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funds and the timing of capital contributions.

Cash at 30 June 2006 was lower than anticipated 

due to the 2005/06 operating deficit and increase in  

year-end debtors.

Debtors and receivables were higher mainly due to 

an increase in debtor Crown as outlined in note 8.

Property, plant and equipment increased due to 

changes to the 2005/06 capital programme since the 

original budget was set.

Employment entitlements increased due to the 

collective employment settlement having a higher 

than anticipated fiscal impact and an increase in 

employee numbers during the year.

Unearned revenue increased by $3.560 million due 

to NZFSA fees over recovering costs.  NZFSA 

expenditure was below budget due to recruitment 

difficulties following the restructuring in 2005.

Finance lease liability was higher due to the 

renegotiation of computer equipment leases during 

the 2005/06 for an extended period. 

 Note 22: International Financial 
Reporting Standards 
The New Zealand Accounting Standards Review 

Board announced in December 2002 New Zealand 

equivalents to International Financial Reporting 

Standards (NZ IFRS) will apply to all New Zealand 

reporting entities for periods commencing on or 

after 1 January 2007.  Entities have the option to 

adopt NZ IFRS for periods on or after 1 January 

2005. The Minister of Finance announced in 2003 

government departments will first adopt NZ IFRS 

for the year beginning 1 July 2007.

 Planning for the transition to NZ IFRS

To ensure preparedness for NZ IFRS MAF has 

started a process to:

›	 Assess the key differences in accounting policies 

under NZ IFRS and current accounting policies.

›	 Review the financial statements to ascertain 

differences between current GAAP and NZ IFRS.

›	 Review NZ IFRS to ascertain what new 

disclosures are required.

›	 Determine and implement processes to deal with 

any related business impact.

›	 Prepare a Statement of Financial Position as at 

30 June 2006 under both current NZ GAAP and 

NZ IFRS.

›	 Collate information required for NZ IFRS on an 

ongoing monthly basis from 1 July 2006.

 Impact of adopting NZ IFRS

Sick leave, intangibles, and ACC self-insurance are 

areas identified as impacting on MAF’s financial 

statements.  Although the financial impacts of 

adopting NZ IFRS have yet to be quantified, MAF 

does not envisage any material impact to the 

financial statements.
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Statements and Schedules
Non-departmental 

 Introduction/Overview

The following non-departmental statements 

and schedules record the expenses, revenue, 

capital receipts, assets and liabilities the 

Ministry manages on behalf of the Crown. 

As these assets and liabilities are neither 

controlled by the department nor used in the 

production of the department’s outputs, 

they are not recorded in the Ministry’s 

financial statements.

The Ministry administered $125.631 million 

of expenses, $82.785 million of revenue, 

$2.015 million of capital receipts, $255.865 

million of assets and $17.265 million of 

liabilities on behalf of the Crown for the year 

ending 30 June 2006.  Further details of the 

Ministry’s management of these Crown assets 

and liabilities are provided in the Output 

Performance sections of this report.

The financial information reported in these 

statements and schedules is consolidated into 

the Crown financial statements, and therefore 

readers of these statements and schedules 

should also refer to the Crown financial 

statements for the year ended 30 June 2006.

 Statement of Accounting Policies

 Measurement System

Measurement and recognition rules applied in 

the preparation of these non-departmental 

financial statements and schedules are 

consistent with generally accepted accounting 

practice and Crown accounting policies.

 Accounting Policies

The following particular accounting policies, 

which materially affect the measurement of 

financial results and financial position, have 

been applied.

 Budget Figures

The budget figures are those amended by the 

2005/06 Supplementary Estimates.

 Revenue

The Ministry collects revenue on behalf of the 

Crown from the sale of forest produce and the 

collection of biosecurity infringement fines.  

Such revenue is recognised when earned and 

is reported in the financial period to which it 

relates.

 Receivables and advances

Receivables and advances are recorded at 

estimable realisable value, after providing for 

doubtful and uncollectible debts.

 Creditors and Payables

Creditors and payables are recorded at the 

estimated obligation to pay.

 Goods and Services Tax (GST)

The Schedule of Non-Departmental Expenses 

and Statement of Non-Departmental 

Expenditure and Appropriations are GST 

inclusive for 2004/05 and GST exclusive for 

2005/06.

The Schedule of Non-Departmental Assets 

and Schedule of Non-Departmental Liabilities 

are exclusive of GST, except for Receivables 

and Advances and Payables and Provisions, 

which are GST inclusive.  All other statements 

and schedules are GST exclusive.
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 Property, Plant and Equipment

Land and buildings are stated at fair value as 

determined by an independent registered 

valuer.  Fair value is determined using  

market-based evidence.  Land and buildings 

are revalued at least every five years.  

Additions between revaluations are recorded 

at cost.

The results of revaluing land and buildings are 

credited or debited to an asset revaluation 

reserve for that class of asset.  Where a 

revaluation results in a debit balance in the 

revaluation reserve, the debit balance will be 

expensed in the Statement of Financial 

Performance.

Commercial forests are valued at the net 

present value of future cash flows after tax, 

with any realised and unrealised gains or 

losses reported in the Statement of Financial 

Position.

All other property, plant and equipment, or 

groups of assets forming part of a network 

which are material in aggregate, costing more 

than $5,000 are capitalised and recorded at 

cost.  Any write-down of an item to its 

recoverable amount is recognised in the 

Statement of Financial Performance.

 Depreciation

Depreciation is provided on a straight line 

basis on all fixed assets, other than freehold 

land at a rate which will write off the cost 

(or valuation) of the assets to their estimated 

residual value over their useful lives.

 Commitments

Future expenses and liabilities to be incurred 

on contracts entered into at balance date are 

disclosed as commitments to the extent there 

are equally unperformed obligations.

 Contingent Liabilities

Contingent liabilities are disclosed at the point 

at which the contingency is evident.

 Changes in Accounting Policies

The Crown has changed its accounting policy 

for GST to comply with the Public Finance 

Amendment Act 2004. Appropriations for 

non-departmental expenses and capital are 

accounted for on a GST exclusive basis with 

effect from 1 July 2005.

All policies, other than noted above, have 

been applied on a basis consistent with the 

previous year. 



101 financial state- financial state- 101 nON-dEPARTMENTAL financial statements eXPENSES

Expenses
SCHEDULE OF Non-departmental 

 For the year ended 30 June 2006
The Schedule of Expenses summarises expenses the Ministry administers on behalf of the Crown.  Details of 

non-departmental expenditure and appropriations are provided in the Statement of Non-Departmental 

Expenditure and Appropriations on page 102.

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

		   Vote Agriculture and Forestry			 

	 66,857	 Non-departmental output expenses	 64,328	 63,871	 59,407

	 56,902	 Other expenses to be incurred by the Crown	 27,653	 35,337	 22,486

	 23,116	 Loss on revaluation of commercial forest	 -	 -	 9,436

	 146,875	 Total non-departmental expenses: 	 91,981	 99,208	 91,329 

		  Vote Agriculture and Forestry

		   Vote Biosecurity 			 

	 33,767	 Non-departmental output expenses	 34,222	 34,222	 34,222

	 91	 Other expenses to be incurred by the Crown	 95	 95	 80

	 33,858	 Total non-departmental expenses: 	 34,317	 34,317	 34,302 

		  Vote Biosecurity

	 180,733	 Total non-departmental expenses: All Votes	 126,298	 133,525	 125,631

As a result of the Public Finance Amendment Act 2004, appropriations for non-departmental expenses and 

capital are accounted for on a GST exclusive basis with effect from 1 July 2005. The figures shown on the 

Schedule of Non-Departmental Expenses and the Statement of Non-Departmental Expenditure and 

Appropriations are therefore GST inclusive for 2004/05 and GST exclusive for 2005/06.

The comparative figures have not been restated to exclude GST, as approved appropriations for 2004/05 were 

made on the GST inclusive basis. Any restatement of the compatative information would not reflect these 

approved appropriations.

The accompanying accounting policies and notes form part of these financial statements.  For a full 

understanding of the Crown’s financial position and results for the period, reference should be made to the 

Consolidated Crown Financial Statements for the year ended 30 June 2006.
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STATEMENT OF Non-departmental

 For the year ended 30 June 2006
The Statement of Expenditure and Appropriations details expenditure and capital payments incurred against 

appropriations.  The Ministry administers these appropriations on behalf of the Crown.

The accompanying accounting policies and notes form part of these financial statements.  For a full understanding of the Crown’s 
financial position and results for the period, reference should be made to the Consolidated Crown Financial Statements for the year 
ended 30 June 2006.

EXPENDITURE and APPROPRIATIONS

			   Main	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   VOTE AGRICULTURE AND FORESTRY 				  

		  Non-departmental output  

		  expenses				  

	 65,879	 Management of Crown 	 1	 64,328	 63,871	 59,407 

		  forestry assets

		  Other expenses to be  

		  incurred by the Crown					   

	 113	 Adverse climatic events	 2	 356	 356	 -

	 6,111	 Bay of Plenty flood 2004	 3	 400	 3,102	 1,517

	 8	 Community irrigation schemes		  17	 17	 13

	 3,372	 East Coast afforestation grants	 4	 5,333	 5,333	 2,050

	 35,134	 Lower North Island flood 2004	 3	 -	 6,000	 6,000

	 310	 SILNA goodwill payments	 5	 243	 425	 382

	 1,708	 Subscriptions to 	 6	 2,193	 2,193	 1,811 

		  international organisations

	 10,142	 Sustainable Farming Fund	 7	 19,111	 17,911	 10,713

	 56,898	 Total other expenses to be 		  27,653	 35,337	 22,486 

		  incurred by the Crown

		  Capital contributions				  

	 -	 Forestry encouragement loans		  20	 20	 -

	 122,777	 Total non-departmental 		  92,001	 99,228	 81,893 

		  expenditure: Vote Agriculture  

		  and Forestry

		   VOTE Biosecurity 				  

		  Non-departmental output  

		  expenses				  

	 33,767	 Control of Tb vectors	 8	 34,222	 34,222	 34,222

		  Other expenses to be  

		  incurred by the Crown			 

	 91	 Subscriptions to international 	 6	 95	 95	 80 

		  organisations

	 33,858	 Total non-departmental  

		  expenditure: Vote Biosecurity		  34,317	 34,317	 34,302

	 156,635	 Total non-departmental  

		  expenditure:  All Votes		  126,318	 133,545	 116,195
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			   Main	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   VOTE AGRICULTURE AND FORESTRY 				  

	 -	 Levy charged under the Dairy 		  -	 124	 124

		  Industry Restructuring Act	

	 81,594	 Management of Crown	  1	 81,919	 83,173	 81,425 

		  forestry assets

	 81,594	 Total non-departmental 		  81,919	 83,297	 81,549 

		  revenue: Vote Agriculture  

		  and Forestry

		   VOTE Biosecurity 				  

	 1,574	 Biosecurity Act 1993 fines	 9	 1,600	 1,600	 1,236	

	 1,574	 Total non-departmental  		  1,600	 1,600	 1,236 

		  revenue: Vote Biosecurity

	 83,168	 Total non-departmental 		  83,519	 84,897	 82,785 

		  revenue: All Votes

Revenue
SCHEDULE OF Non-departmental 

 For the year ended 30 June 2006
The Schedule of Revenue details revenue collected by the Ministry on behalf of the Crown.

CAPITAL RECEIPTS
SCHEDULE OF Non-departmental 

 For the year ended 30 June 2006
The Schedule of Capital Receipts details capital receipts collected by the Ministry on behalf of the Crown.

The accompanying accounting policies and notes form part of these financial statements.  For a full 
understanding of the Crown’s financial position and results for the period, reference should be made to the 
Consolidated Crown Financial Statements for the year ended 30 June 2006.

			   Main	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   VOTE AGRICULTURE AND FORESTRY 				  

	 7,444	 Crown forestry asset sales		  -	 -	 10

	 1,934	 Forestry encouragement loan 	 10	 2,710	 2,122	 2,004 

		  repayments

	 21	 Irrigation suspensory loan refunds		  -	 -	 1 

	 9,399	 Total non-departmental capital 		  2,710	 2,122	 2,015 

		  receipts: Vote Agriculture

		  and Forestry
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 As At 30 June 2006
The Schedule of Assets details the assets the Ministry administers on behalf of the Crown.

Assets

LIABILITIES
SCHEDULE OF Non-departmental 

 As At 30 June 2006
The Schedule of Liabilities summarises the liabilities the Ministry administers on behalf of the Crown.

			M   ain	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

		   Current liabilities			 

	 39,339	 Payables and provisions	 23,000	 23,000	 17,265

	 39,339	 Total current liabilities	 23,000	 23,000	 17,265

	 39,339	 Total non-departmental liabilities	 23,000	 23,000	 17,265

			   Main	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)	N otes	 $(000)	 $(000)	 $(000)

		   Current assets 				  

	 17,053	 Cash		  -	 -	 9,041

	 8,021	 Receivables and advances		  8,000	 8,000	 6,886

	 961	 Prepayments		  1,100	 950	 773 

	 26,035	 Total current assets		  9,100	 8,950	 16,700 

		   Non-current assets 				  

	 24,637	 Forestry encouragement loans	 10	 24,134	 24,035	 24,113

	 27,621	 Land	 11	 27,546	 27,621	 27,611

	 101	 Buildings		  101	 99	 97

	 192,790	 Commercial forest	 12	 215,906	 192,790	 183,354

	 4,312	 Roads, bridges and fencing		  4,519	 3,941	 3,982

	 13	 Plant and equipment		  11	 9	 8

	 21	 Motor vehicles		  -	 -	 -

	 249,495	 Total non-current assets		  272,217	 248,495	 239,165

	 275,530	 Total non-departmental assets		  281,317	 257,445	 255,865

The accompanying accounting policies and notes form part of these financial statements.  For a full 

understanding of the Crown’s financial position and results for the period, reference should be made to the 

Consolidated Crown Financial Statements for the year ended 30 June 2006.
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			   Main	S upp	  

	A ctual		E  stimates	E stimates	A ctual 

	 June 2005		  June 2006	 June 2006	 June 2006 

	 $(000)		  $(000)	 $(000)	 $(000)

		   OPERATING ACTIVITIES 				  

		  Cash was provided from: 				  

	 2,360	 Fees, fines and levies		  1,600	 1,724	 1,360

	 80,704	 Sale of goods and services		  81,919	 83,194	 82,362

		  Cash was applied to:				  

	 (99,309)	 Outputs		  (110,426)	 (111,033)	 (106,149)	

	 (36,869)	 Grants		  (38,622)	 (52,582)	 (43,714)	

	 (1,820)	 Other operating expenditure		  (2,303)	 (2,215)	 (1,858)

	 (54,934)	 Net cash inflow/(outflow) 		  (67,832)	 (80,912)	 (67,999) 

		  from operating activities

		   INVESTING ACTIVITIES 				  

		  Cash was provided from:				  

	 1,934	 Repayment of loans		  2,710	 2,122	 2,004

	 7,444	 Sale property, plant and equipment		  -	 -	 10 

		  Cash was disbursed for:			 

	 -	 Loan advances		  (20)	 (20)	 -

	 9,378	 Net cash inflow/(outflow) 		  2,690	 2,102	 2,014 

		  from investing activities

		   FINANCING ACTIVITIES 				  

		  Cash was provided from:

	 152,345	 The Crown		  151,371	 165,850	 157,849

	 8,419	 GST on receipts		  8,800	 9,100	 8,755

		  Cash was disbursed to:				  

	 (106,216)	 The Crown		  (94,229)	 (104,093)	 (99,935)

	 (8,319)	 IRD for GST		  (8,800)	 (9,100)	 (8,696)

	 46,229	 Net cash inflow/(outflow) 		  57,142	 61,757	 57,973 

		  from financing activities

	 673	 Net increase (decrease) in cash held		  (8,000)	 (17,053)	 (8,012) 

	 16,380	 Add opening cash 		  8,000	 17,053	 17,053

	 17,053	 Closing cash		  -	 -	 9,041

CASH FLOWS
Statement OF Non-departmental 

 For the year ended 30 June 2006
The Statement of Cash Flows summarises the non-departmental cash movements in and out of MAF during the year.

The accompanying accounting policies and notes form part of these financial statements. 

For a full understanding of the Crown’s financial position and results for the period, reference should be made 

to the Consolidated Crown Financial Statements for the year ended 30 June 2006.
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COMMITMENTS
SCHEDULE OF Non-departmental 

 As at 30 June 2006
The Schedule of Commitments summarises commitments the Ministry administers on behalf of the Crown.

The Crown lease forest commitment relates to forests established on leased Māori land (see note 1). 

The lease agreements commit the Crown to this expenditure over the remaining terms of the leases.

The accompanying accounting policies and notes form part of these financial statements.  

For a full understanding of the Crown’s financial position and results for the period, reference should be made 

to the Consolidated Crown Financial Statements for the year ended 30 June 2006.

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

		   Operating commitments			 

	 1,152,997	 Crown lease forests	 956,155

	 15,306	 East Coast afforestation grants	 11,623

	 13,388	 Sustainable Farming Fund grants	 9,192

	 1,181,691	 Total non-departmental commitments	 976,970

		   Term classification of commitments		

	 62,065	 Not later than one year	 64,466

	 64,480	 Later than one year and not later than two years	 67,734

	 193,742	 Later than two years and not later than five years	 179,660

	 861,404	 Later than five years	 665,110

	 1,181,691	 Total non-departmental commitments	 976,970

CONTINGENT LIABILITIES
SCHEDULE OF Non-departmental 

 As at 30 June 2006
The Schedule of Contingent Liabilities summarises the contingent liabilities relating to activities the Ministry 

administers on behalf of the Crown.

	A ctual				A    ctual 

	 June 2005				    June 2006 

	 $(000)			   	 $(000)

	 16,400	 Legal proceedings and disputes	 13,736

	 228	 Other contingent liabilities	 248

	 16,628	 Total non-departmental contingent liabilities	 13,984

Legal proceedings and disputes mainly relate to Central Otago irrigation schemes and forestry encouragement 

loans.
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Notes   
TO THE FINANCIAL STATEMENTS

 For the year ended 30 June 2006

 Note 1: Management of Crown 
Forestry Assets
Management of the Crown’s interest in 25 

commercial forests spread throughout the North 

Island and 13 afforestation leases where Crown land 

has been leased to other parties for forestry 

purposes. The total planted area of these forests is 

over 39,200 hectares with harvesting activity 

producing an annual cut of about 1,196,000 cubic 

metres.  Sixteen of the 25 commercial forests are 

planted on land leased from Māori landowners.

Day to day operational management of the forest 

estate is contracted to forest management 

companies. Expenditure includes pruning, thinning, 

fertilising, protection from fire and disease, 

harvesting of forest produce, replanting of harvested 

areas and stumpage payments. Revenue is earned 

from the sale of logs, standing forest and rent.

 Note 2: Adverse Climatic Events
Support to the agricultural sector in the aftermath 

of adverse climatic events, such as flooding, 

drought, etc.

No expenditure was incurred during 2005/06. 

 Note 3: Bay of Plenty and Lower 
North Island Floods 2004 
Grants to assist farmers, growers and foresters 

recover from flooding in the Bay of Plenty and 

Lower North Island. Assistance was provided 

through agricultural recovery programmes which 

provided grants to repair or replace essential 

infrastructure and re-establish crops.

 Note 4: East Coast Afforestation 
Grants
The East Coast Forestry Project (ECFP) was 

introduced in 1991 to control present and potential 

erosion on target land in the Gisborne District. 

The project does this in various ways, including 

planting with radiata pine or other species, gully 

planting and actively managing the reversion of 

pastoral land to indigenous scrub/forest. The ECFP 

provides grants to landholders to enable them to 

carry out these kinds of activities on sites identified 

as target land. Rates of grants are not fixed. They are 

determined by applicants who bid for grants in a 

competitive tender process.

 Note 5: SILNA Goodwill Payments
In 1999 the Government instigated a voluntary 

moratorium on logging of indigenous forests on 

land set aside under the South Island Landless 

Natives Act (SILNA) 1906. Under the moratorium 

individual SILNA owners agree not to log their 

forests.  In return the Government makes a goodwill 

payment to participating owners. The goodwill 

payment is set at a rate of $34 (incl GST) per annum 

per hectare of indigenous forest. 

 Note 6: Subscriptions to 
International Organisations
Membership of various international organisations 

such as the Food and Agriculture Organisation of 

the United Nations, International Tropical Timber 

Organisation and the World Animal Health 

Organisation. 

 Note 7: Sustainable Farming Fund
The Sustainable Farming Fund (SFF) supports 

projects contributing to improvment of the financial 

and environmental performance of the land-based 

productive sectors. The SFF aims to help the land-

based sectors solve problems and take opportunities 

to overcome barriers to economic, social and 

environmental viability. The fund provides grants 

for projects with programmes lasting from one to 

three years.  Projects must seek to address a need 

identified by a community interest.
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 Note 8: Control of Tb Vectors
Crown’s contribution to implementation of the 

Bovine Tuberculosis National Pest Management 

Strategy.  The strategy objective is to reduce the 

number of bovine tuberculosis (Tb)-infected cattle 

and deer herds to 0.2 percent annual period 

prevalence by 2013. The strategy is funded both by 

the Crown and industry (under voluntary 

agreements and by way of regulatory levies).

The Animal Health Board (AHB) is appointed 

under the Biosecurity (Bovine Tuberculosis 

National Pest Management Strategy) Order 1998 as 

the pest management agency for the strategy. 

The two main strategy components are disease 

control, which is fully industry-funded, and vector 

control which is funded by the Crown 

(as an exacerbator), local government, some rural 

land occupiers and industry.

Specifically the Crown contributes to the purchase 

of services for the control of wild animal 

populations infected with Tb (called Tb vectors) of 

which possums and ferrets are the major source of 

infection for cattle and deer.  The Crown funding is 

managed through a Vector Funding Agreement 

with the AHB.  Vector control measures and 

monitoring are undertaken on the Crown estate and 

adjoining land for this purpose.  The AHB contracts 

vector management services from regional councils 

and other pest control agencies.  

 Note 9: Biosecurity Act 1993 Fines
Infringement fines imposed on persons entering 

New Zealand at ports of entry with undeclared 

goods.

 Note 10: Forestry Encouragement 
Loans
Loans to local authorities to encourage afforestation 

issued under the Forestry Encouragement Loan 

Regulations (1967).  Loans become repayable when 

either 30 years has passed from the first loan 

advance or clear felling starts in the loan forest.

 Note 11: Land
Land leased to other parties for forestry purposes 

and land associated with Crown-Owned irrigation 

schemes.

 Note 12: Commercial Forest
The Crown’s interest in forests established on both 

Crown-Owned and leased Māori land.  The forests 

are valued annually at the present value of future 

cash flows after tax.  

The valuation at 30 June 2006 was carried out by 

Allan Bell and Associates, registered forestry 

consultants.
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 Note 13: Major Budget Variances
The following significant movements between the initial Budget Day Estimates and the actual results for 

2005/06 are explained below.

			   Main	  

			E   stimates	A ctual	 variance 

			   June 2006	 June 2006	 2006 

			   $(000)	 $(000)	 $(000)

 Expenditure			

Management of Crown forestry assets		  64,328	 59,407	 (4,921)

Adverse climatic events		  356	 -	 (356)

East Coast afforestation grants		  5,333	 2,050	 (3,283)

Lower North Island flood 2004		  -	 6,000	 6,000

Sustainable Farming Fund		  19,111	 10,713	 (8,398)

 Assets 			 

Cash		  -	 9,041	 9,041

Commercial forest		  215,906	 183,354	 (32,552)

 Current liabilities 			 

Payables and provisions		  23,000	 17,265	 (5,735)

Management of Crown forestry assets expenditure was below the original budget due to changes to forest 

management plans and harvesting strategies during 2005/06.

Adverse climatic events is a contingency fund not required in 2005/06.

East Coast afforestation grant expenditure was considerably less than budget due to many new forestry 

planting programmes not being carried out by applicants following the low forestry planting trend nationally.

Lower North Island flood 2004 expenditure exceeded the original budget due to the cost of farm restoration 

grants being higher than originally forecast.  

Sustainable Farming Fund grant expenditure decreased due to the original budget including carried forward 

unspent funds from earlier years.  Funding has now been permanently added to MAF’s baselines so the carried 

forward budget is no longer required.

Cash balance was higher than expected due to under spending on management of Crown forestry assets, 

East Coast afforestation grants and the Sustainable Farming Fund.

Commercial forest was $32.552 million below the original budget due to the annual revaluation of the forests.  

The Crown’s policy is not to forecast revaluation movements.   

Payables and provisions was lower than budgeted due to under spending on grants detailed above. 
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