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1. ABOUT THIS REPORT

The 2022-23 NSW Report on State Finances includes:

* an overview of the financial performance and position of the General Government and Total State
Sectors for 2022-23

« the audited Consolidated Financial Statements of the General Government and Total State Sectors for
2022-23, including a full set of note disclosures required by Australian Accounting Standards

» the Outcomes Report on Government Finances for the General Government Sector, Public Non-
Financial Corporations Sector, Public Financial Corporations Sector and the Non-Financial Public Sector
for 2022-23, prepared in accordance with the Uniform Presentation Framework adopted by all Australian
governments.

These reports and associated commentary provide a comprehensive analysis and review of the State’s
financial performance and position.

The NSW Government follows an international framework and all its sub-entities fall into one of three
categories’:

* General Government Sector (GGS) — this includes all government-controlled entities that deliver
non-market goods and services, perform regulatory functions and redistribute income and wealth.
Non-market goods and services include essential service delivery, policy advice and regulatory functions.
Examples of entities in this sector include the Department of Education, NSW Police Force and Ministry
of Health

* Public Non-Financial Corporations (PNFC) — this covers all government-controlled entities that
provide market goods or services and have a relatively higher share of own-source revenue. The NSW
Government chooses to further classify entities in this sector as commercial or non-commercial:

— commercial entities deliver services to customers from which they receive income. An example is
Sydney Water.

— non-commercial entities address social objectives and levy subsidised charges to their customers.
An example is New South Wales Land and Housing Corporation (NSW LAHC).

* Public Financial Corporations (PFC) — entities in this sector are government-controlled entities
involved in providing financial services. An example includes the NSW Treasury Corporation (TCorp).

When combined, these three sectors make up the Total State Sector (TSS).

Throughout this report:
« Areference to one billion dollars is one thousand million dollars

« Allfigures in tables, charts and text are shown in billions of dollars, except when otherwise indicated.
Discrepancies between totals and the sum of components reflect rounding. Percentages are based on
the underlying unrounded amounts

* Prior year comparatives have been restated to take account of changes to accounting standards and
corrections of prior period errors. Material changes relating to corrections of prior period errors are
highlighted in Note 34: Restatement / Corrections to Prior Years of the Total State Sector Accounts
(TSSA).

' See the Australian System of Government Finance Statistics: Concepts, Sources and Methods 2015 (ABS cat. No. 5514).
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2. OVERVIEW 2022-23

The Budget Result for the 2022-23 year was a $10.6 billion deficit in the GGS and a $8.0 billion deficit in the
TSS. This follows results from the 2021-22 financial year of a $15.3 billion deficit in the GGS and $16.9 billion
deficit in the TSS. Further, it is noted this deficit result was $0.7 billion less than originally forecast in the
2022-23 Budget, largely driven by improved revenues.

Table 2.1:  Key Financial Indicators - Overview

General Government Sector Total State Sector
Actual Actual
ey 202122 Movement %1% 2021-22  Movement
Restated® Restated®

$b $b $b $b $b $b
Revenue 105.9 103.5 24 113.2 106.6 6.6
Expenses 116.5 118.8 (2.3) 121.2 123.6 (2.4)
Budget Result (Net Operating Balance) (10.6) (15.3) 4.7 (8.0) (16.9) 9.0
Gross Capital Expenditure 221 20.6 15 27.8 26.3 15
Net Worth (Total assets less total liabilities) 322.0 285.9 36.1 322.0 285.9 36.1
Net Debt (Total debt less liquid assets) 74.9 55.8 19.1 110.9 90.3 20.6
Net Financial Liabilities (Total liabilities less financial assets)  165.5 147.3 18.1 188.6 172.3 16.3

(@) Refer Note 34: Restatement/Corrections to Prior Years of the TSSA for details of corrections to prior period.

The GGS revenue was $2.4 billion higher than 2021-22. The Commonwealth provided additional funding in
response to natural disasters during the year, specifically flooding in regional NSW. Taxation revenue also
increased as a result of higher economic activity offset by decreased transfer duty as a result of a tighter
than expected monetary environment.

Expenses were $2.3 billion lower in 2022-23 compared to the prior year — mostly reflecting the reduced
impact of stimulus and support payments to address the COVID-19 pandemic in the State, where this was
necessarily higher in the prior year. Employee related costs were higher reflecting annual wages growth
indexation and the increase in FTE headcount in the NSW Government.

Gross capital expenditure? for the GGS was $22.1 billion in 2022-23, $1.5 billion higher than the prior year.
This reflects NSW Government's continued investment in infrastructure during the year.

The significant increase in net debt of approximately $19.1 billion was mainly driven by the Government'’s
commitments in delivering its record infrastructure investment program and the negative financial impact of
the tightening monetary environment. In line with the increase in net debt, net financial liabilities increased
by $18.1 billion in the GGS ($16.3 billion in TSS), and net worth increased $36.1 billion from the prior year in
both the GGS and TSS.

These results are explained in more detail in the following chapters.

2 Gross capital expenditure is all additions to property, plant & equipment, right-of-use assets, investment properties and other intangibles

including additions under leases and service concession financial liability arrangements.
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3. NSW FISCAL CONTEXT

3.1 Fiscal Targets and Principles

The Government’s fiscal strategy is underpinned by the Fiscal Responsibility Act 2012 (FRA) (the Act). The
object of the Act is to maintain the State’s triple-A credit rating, which is supported by two fiscal targets:

« the annual growth in general government expenses of the State is less than the long-term average
general government revenue growth of the State

* the elimination of the State’s unfunded superannuation liability by 2030.

The Act also requires the Government to pursue its objective in accordance with the following three
principles of sound financial management:

* responsible and sustainable spending, taxation and infrastructure investment
« effective financial and asset management, and
« achieving intergenerational equity.

The Government continues to manage its fiscal position to deliver its commitments to the people of New
South Wales, including making the first steps towards repairing the Budget. The Government will maintain its
commitment to fiscal discipline through two fiscal principles:

* returning to, and then maintaining, a sustainable operating position.
» stabilising and then maintaining a sustainable debt position.

Looking at the State’s fiscal targets with the FRA, performance in 2022-23 is broadly as follows:
» Both Moody’s and Fitch re-affirmed NSW'’s credit rating at triple-A with a stable outlook.
* S&P Global maintained the State’s credit rating at double-A plus with a stable outlook.

* The annual expense growth for 2022-23 was -1.9 per cent. This is well below the long-term average
revenue growth rate of 5.6 per cent as defined in the Fiscal Responsibility Regulation 2013. The
decrease in annual expense growth in 2022-23 was primarily driven by the cessation of temporary
COVID-19 measures implemented in 2021-22 to respond to the Delta Outbreak.

* The 2023-24 Budget includes a Government commitment to an increased contribution plan. The new
contribution plan will ensure the State remains on track to fully fund its defined superannuation
liabilities by 2040. The new contribution plan consists of contributions of $1.65 billion in 2023-24,
indexing at 5% per annum until 2040.

In line with the requirements of the Act, the Government will report back to Parliament on its fiscal targets
and principles of sound financial management as part of the 2024-25 Budget.
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3.2 Economic Context

The NSW economy remained resilient throughout the 2022-23 financial year, despite high inflation and
interest rates impacting household budgets. State Final Demand, the timeliest indicator of state economic
activity, grew strongly in 2022-23, up 4.3 per cent.

Growth in the economy was initially underpinned by the continued normalisation in consumer spending
patterns following the pandemic disruptions of earlier years. Growth was additionally supported by strong
growth in employment, aided by the rapid return of overseas migrants. This helped to fill some of the large
number of job vacancies that had emerged when Australia’s international border was effectively closed
during the pandemic. This saw the unemployment rate move lower to 2.9 per cent in June 2023, its lowest
level since monthly records began in 1978.

This growth backdrop has created challenges for the economy and households. Strong demand from both
the private and public sectors has added to inflationary pressures, which first emerged globally due to
lingering supply chain disruptions following the COVID pandemic and Russia’s invasion of Ukraine. Inflation
has increasingly been driven by the flow-on effects of the tight labour market on wages growth and the
strength in demand for housing, which has driven rapid growth in rental prices.

In response, central banks across the developed world have increased interest rates sharply over the past
year to bring inflation back to target levels. The RBA has undertaken the fastest and most significant
tightening cycle since it began targeting inflation in the early 1990s. Since May 2022, it has raised the cash
rate by four percentage points to 4.1 per cent. The RBA has assessed that interest rates are now at a level
where they are restricting economic growth.

This combination of higher interest rates and elevated cost-of-living pressures has increasingly weighed on
economic activity as the financial year progressed. Household consumption in particular has slowed, led by
falling spending for discretionary items (non-essential goods and services).

Notwithstanding this, overall growth has remained relatively resilient to date, supported by solid growth in
both private and public investment. Business investment has been supported by elevated levels of capacity
utilisation and continued strong business conditions, while public investment has been supported by
Commonwealth investment in major infrastructure projects. Strong population growth is also providing
support, in particular to house prices which have rebounded strongly since the start of 2023 despite higher
interest rates.

Looking ahead, the combination of higher interest rates and elevated cost of living pressures is expected to
continue to constrain consumer spending and overall activity. This softening in aggregate activity would be
more pronounced were it not for the expected continued strength in net overseas migration.

Risks to the economic outlook remain elevated. Key downside risks to domestic and global economic growth
include the persistence of high inflation, the potential for higher interest rates for a prolonged period, and
lagged effects from earlier monetary policy tightening. Geopolitical risks, including in the Middle East, may
further weigh on economic activity by creating adverse shocks which exacerbate inflationary pressures or
cause a tightening in financial market conditions.
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4. OPERATING RESULT

4.1 Budget Result Performance Against Original Budget

The budget result of the GGS for the financial year ended 30 June 2023 was a $10.6 billion deficit, $0.7
billion decrease to the Original Budget 2022-23 expected deficit of $11.3 billion.

Table 4.1:  Key Financial Indicators (GGS) — Statement of Comprehensive Income

Original  Actual 2022-23 -  Revised Actual 2022-23 -

g'ggtzu_azljg Budget  Original Budget Budget®  Revised Budget®
2022-23 2022-23 2022-23 2022-23
General Government Sector $b $b $b $b $b
Revenue 105.9 103.6 2.3 104.5 14
Expenses 116.5 114.9 1.6 114.8 1.7
Budget Result (Net Operating Balance) (10.6) (11.3) 0.7 (10.3) (0.2)

(a) Revised estimate for 2022-23 as presented in the 2022-23 Budget Papers.

The main drivers of the improved actual budget result compared to the original budget were:

* anincrease in grant and subsidies revenue of $2.6 billion, mainly relating to Commonwealth National
Partnership Payments

* higher than expected fines, regulatory fees and other revenue, most prominently driven by mining
royalties being $0.6 billion higher than budgeted and Transport for NSW exceeding budget by $0. 6
billion as a result of an increase in local government road asset transfers not factored into the baseline
budget.

This was offset by:

» other dividends and distributions being $1.2 billion below budget. The was driven by lower distributions
from managed funds due to large realised losses on spot FX and forward currency contracts and capital
losses realised on equity trades

* anincrease in interest expense of 0.7 billion, predominately due to higher interest rates and higher
borrowings of approximately $24.6 billion.

An overview of the actual net operating balance (budget result) compared to the original budget projections
is outlined in detail in Note 36: Budgetary Information on 2022-23 General Government Sector Financial
Statements, in the Total State Sector Accounts.
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4.2 Budget Result Performance Against Prior Year

Table 4.2 below illustrates the variances between the restated 2021-22 and the 2022-23 actual results for
both the GGS and TSS.

Table 4.2:  Key Financial Indicators — Performance on Operating Result

Statement of Comprehensive Income General Government Sector Total State Sector
Actual Actual
o, 202122 Movement 0003 202122 Movement
Restated® Restated®

$b $b $b $b $b $b
Revenue 105.9 103.5 2.4 113.2 106.6 6.6
Expenses 116.5 118.8 (2.3) 121.2 123.6 (2.4)
Budget Result (Net Operating Balance) (10.6) (15.3) 4.7 (8.0) (16.9) 9.0
Comprehensive Result 36.1 53.5 (17.5) 36.1 53.5 (17.5)
Gross Capital Expenditure 221 20.6 1.5 27.8 26.3 15
Cash Result (21.9) (24.3) 24 (20.1) (25.7) 5.7
Net Lending/(Borrowing) (24.6) (27.0) 24 (24.9) (32.2) 7.3

(a) Refer Note 33: Restatement/Corrections to Prior Years of the TSSA for details of corrections to prior period.

In summary, total revenues for the GGS in 2022-23 increased by $2.4 billion (2.3 per cent) and total
expenses decreased by $(2.3) billion (2 per cent) compared to the 2021-22 outcome. Total revenues for the
TSS in 2022-23 increased by $6.6 billion (6.2 per cent) and total expenses decreased by $2.4 billion (1.9 per

cent) compared to the 2021-22 outcome.

4.3 Revenue

GGS revenues increased by $2.4 billion to $105.9 billion (2.3 per cent) while TSS revenues increased by
$6.6 billion to $113.2 billion (6.2 per cent) over 2022-23. Key revenue movements compared to the prior year
are further explained below. Chart 4.1 shows the main movements between the 2021-22 restated actual

revenue and the 2022-23 actual revenue in the GGS.

Chart 4.1: Key Movements in GGS Revenues in 2022-23

$ billion

CommonwealttCommonwealth  Transfer Sale of Payroll Tax ~ Gambling & Fines, Land Tax Dividends,
Grants - GST Grants - Other Duties Goods and Betting, regulatory Income Tax
Services Motor fees, Equivalents

Vehicle Interest and Other
Taxes, Other  revenue, Distributions

Taxes and Other
Levies revenue
M 2021-22 (Restated) H 2022-23
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Taxation Revenue

GGS taxation revenue in 2022-23 was $39.7 billion, $740.1 million (1.9 per cent) higher than 2021-22. This
increase reflects both improved economic activity following the shutdowns during the COVID-19 pandemic
and the ending of temporary tax concessions used to support businesses through that period.

Transfer duty revenue in 2022-23 was $4.4 billion (26.3 per cent) lower than in 2021-22 due to easing
property price growth and lower transaction volumes in response to rising interest rates.

Payroll tax revenue increased by $2.5 billion (27.4 per cent), driven by strong labour demand and wage
growth. The primary drivers of growth in payroll tax revenue are employment and average compensation of
employees. Average compensation of employees and NSW employment increased by 3.7 per cent and 5.7
per cent respectively in 2022-23. Higher payroll tax revenue in 2022-23 also reflects the unwinding of policy
measures put in place during the COVID-19 pandemic to support businesses. For example, the 2021-22
financial year included the impacts of a temporary payroll tax rate reduction and a 50 per cent waiver for
small businesses.

Land tax revenues also increased by $1.2 billion (24.0 per cent) due to growth in land values (land tax is
based on the average of the last three annual valuations). Three-year-average land values continued to
increase because of strong growth in land values to 1 July 2022.

Gambling and betting taxes increased by $943.2 million (38.8 per cent), due to increased activity in hotels
and clubs as the sector recovered from restrictions during the COVID-19 shutdowns.

Revenue from the Emergency Services Levy insurer contribution and the Emergency Services council
contribution increased by $296.5 million to $1.4 billion in 2022-23, mainly driven by higher expenditures
associated with the NSW Government’s response to the Bushfire Inquiry and other service enhancements
such as new fleet and fire stations.

Grant Revenue

New South Wales receives General Purpose Grants (which are comprised mostly of GST), National
Agreement payments, Federation Funding Agreement payments and a small number of other payments from
the Australian Government. Total Commonwealth grants were $44.6 billion in 2022-23, $502.0 million higher
(1.1 per cent) than the prior year. The TSS values are in line with the GGS results.

GST revenue (including no worse off payments) was $26.0 billion in 2022-23, $2.7 billion higher than
2021-22 (11.7 per cent). GST revenues from the Australian Government are distributed among states and
depend on the total amount of GST collected, the population share of NSW and the relativity calculated by
the Commonwealth Grants Commission. The increase in GST revenue in 2022-23 largely reflects stronger
GST collections due to increases in consumption. In addition, higher iron ore prices supported an increase in
the NSW GST relativity in 2022-23.

Revenue from National Agreement payments and Federation Funding Agreement payments were $18.6
billion in 2022-23, $2.2 billion lower than 2021-22. The main changes in Australian Government funding
included:

e adecrease of funding under the JobSaver agreement of $3.3 billion, following the closure of the
program at 30 November 2021.

e adecrease in health funding of $1.1 billion from $9.5 billion in 2021-22 to $8.3 billion in 2022-23. This is
due to the tapering of COVID-19 specific funding from the Australian Government, partially offset by an
increase in health funding as hospital activity levels recovered from the pandemic.

e adecrease in funding under the HomeBuilder program of $213.4 million following the closure of the
program to applicants in April 2021.

e anincrease in the National Schools Reform Agreement of $143.5 million, primarily due to indexation (a
composite of CPI and WPI).

Revenue in this category is also impacted by reprofiling of Australian Government funding for natural disaster
relief and transport infrastructure projects.
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Non-tax Revenues

Sale of goods and services for the GGS increased by $249.0 million during 2022-23 to $9.7 billion or 2.6
per cent higher than the prior year. This was driven by the lifting of COVID-19 restrictions impacting revenue
received by the Ministry of Health and the Department of Education.

Revenue in the fines, regulatory fees and other category increased by $1.4 billion (20.0 per cent) during
2022-23, to $8.4 billion. This was principally due to the rise in mining royalties, which resulted from record
high global coal prices in the latter half of 2022 following Russia’s invasion of Ukraine.While prices have
since decreased from their peak, they remain elevated compared to their historical average.

Interest income increased from $262.2 million in 2021-22 to $544.8 million in 2022-23 due to the increase
in interest rates.

Dividends and income tax equivalents increased by $29.1 million in 2022-23.

Other dividends and distributions decreased by $975.5 million to $1.5 billion in 2022-23 in part due to
realised losses across various funds. Higher distributions in 2021-22 were also driven by sizeable one-off
capital gains from fund portfolio restructures in previous years. Total returns are comprised of realised and
unrealised gains. Other dividends and distributions capture realised gains only.
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44 Expenses

Total GGS expenses were $116.5 billion, which were $2.3 billion (2 per cent) lower than 2021-22, while TSS
expenses amounted to $121.2 billion, $2.4 billion (1.9 per cent) lower than the previous year. Key expense
movements compared to the prior year are further explained below.

Chart 4.2 below shows the main movements between the 2021-22 actual expenses and the 2022-23 actual
expenses in the GGS.

Chart 4.2: Key Movements in GGS Expenses in 2022-23

48.1

$ billion

Employee Expenses (inc Other Operating Grant Expenses Depreciation and Interest Expense
Superannuation) Amortisation

B 2021-22 B 2022-23

Employee expenses accounted for 41.3 per cent of the Sector’s total expenditure followed by grant expenses
(23.6 per cent) and other operating expenses (24.7 per cent).

Employee Expenses including Superannuation

Total employee related costs were $3.3 billion (7.4 359 376
per cent) higher than 2021-22. This mainly reflects
government policy decisions to invest more in
essential services, including health professionals
and education and increased wages to align with
inflation.

$ billion

The increase in superannuation costs reflect the
increase in interest rates as a result of tightening
monetary conditions. in addition higher FTE in the
State.

Other employee expenses include Iong service Salary & Wages  Superannuation ~ Other Employee
leave, which increased as a result of higher (inc rec leave) Cost Expenses
interest rates and more eligible employees. B 2021-22 (Restated) W 2022-23

Chart 4.3: Key Movements in Employee Expenses
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Grant Expenses

The $7.2 billion (20.9 per cent) decrease in GGS grants and subsidies expenses, as illustrated in chart 4.2,
mainly relates to programs implemented to address the economic impact of the COVID-19 pandemic and
natural disasters in the prior year including:

«  $11.4 billion reduction in Department of Customer Service funding for COVID-19 stimulus programs,
including COVID-19 Business Grant 2021 and JobSaver

» Offset by an

> increase of $1.6 billion in grants related to taxi licenses and local councils in the Department of
Transport

> $300 million in grants to non-governmental organisations for child protection, out of home care
and foster care in the Department of Communities and Justice.

Other Expenses

Total other expenses were $1.6 billion (4 per cent) Chart 4.4: Key Movements in Other Expenses
higher than prior year as illustrated in chart 4.4 on
the right.

Other operating expenses of $28.8 billion were
$0.9 billion (3.1 per cent) lower than 2021-22,
predominately driven by unrenewed Covid-19
spending in the current year. Additionally, there
was a $0.8 billion decrease in insurance costs due
to favourable actuarial movements in NSW Self
Insurance Corp.

29.7 o4

$ billion

The decrease in other operating expenses was
partially offset by an increase in external
maintenance expense of $0.5 billion due to an
increase in repair and maintenance works for
State roads (Transport for NSW), a maintenance
backlog of buildings in FY22 due to COVID, as
well as, an increase in essential urgent repairs to

rain damaged schools in FY23 (Department of
Education). B 2021-22 (Restated) I 2022-23

Other Operating  Depreciation and Interest Expense
Expenses Amortisation

Depreciation and amortisation expenses were $7.9 billion, $803 million in total higher than in 2021-22.

The key driver of the increase resulted from increased revaluations of buildings, resulting in increased
depreciation in the year.

Interest expenses in 2022-23 of $4.2 billion were $1,705 million higher than 2021-22, consistent with the
impact of increasing interest rates in the year.
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4.5 Comprehensive Result

The GGS Comprehensive Result was a gain of $36.1 billion compared to a gain of $53.5 billion in 2021-22.
The comprehensive result represents the aggregate of the operating result (made up of revenue and
expenses which are analysed above) and other economic flows included in the operating result and other
comprehensive income, within the GGS. The worsening result compared to last year is driven by lower gains
from remeasurements of post-employment benefits, worsening performance of equity instruments offset by
improved revaluations. These impacts are explained in more detail in Section 5 on the balance sheet.

4.6 Capital Expenditure

GGS capital expenditure during 2022-23 was $22.1 billion, $1.5 billion higher than the prior year, an increase
of 7.1 per cent. This increase is primarily driven by investment in infrastructure through Transport for NSW
and Sydney Metro.

GGS agencies with significant capital expenditure programs in 2022-23 included:

« Transport for NSW ($14.7 billion)

*  Sydney Metro ($9.5 billion)

*  Ministry of Health ($3.2 billion)

«  Department of Education ($2.0 billion).

Major projects progressed during 2022-23 included:

»  Sydney Metro West ($3.0 billion)

«  Sydney Metro City and Southwest ($2.7 billion)

»  Sydney Metro — Western Sydney Airport (State and Federal Funded) ($1.7 billion)

»  Western Harbour Tunnel 1 ($0.6 billion)

«  More Trains, More Services ($0.5 billion)

In addition, a number of projects were completed in the year. These included:

» Hornsby Hospital Redevelopment Stages 1 and 2 $406.5 million ($14.3 million in 2022-23)
« Lismore Hospital Redevelopment Stage 3A, 3B and 3C $313.8 million ($8 million in 2022-23)
* LED Lighting Upgrade Program $157.8 million ($62.3 million in 2022-23)

« Institute of Applied Technology for Digital Tech $128.9 million ($1.2 million in 2022-23)

TSS capital expenditure of $27.8 billion was $1.5 billion higher than in 2021-22. This increase was driven by
the GGS capital expenditure spend.
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5. BALANCE SHEET

Table 5.1:  Key Financial Indicators — Balance Sheet Performance

Statement of Financial Position General Government Sector Total State Sector
Actual Actual
2’3;;“_2'3 202122 Movement 2’8;32'3 2021-22  Movement
Restated® Restated®
$b $b $b $b $b $b

Total Assets 571.7 509.7 62.0 650.5 575.4 75.1
Total Liabilities 249.7 223.8 259 328.6 289.6 39.0
Net Worth 322.0 285.9 36.1 322.0 285.9 36.1
Net Unfund Superannuation Liability 417 43.6 (1.9) 43.0 45.0 (2.0)
Net Debt 74.9 55.8 19.1 110.9 90.3 20.6
Net Debt as a % of GSP® 9.8% 8.2% 1.5% 14.4% 13.3% 1.1%
Net Financial Liabilities 165.5 147.3 18.1 188.6 172.3 16.3
NFL as a % of GSP® 21.5% 21.7% (0.1)% 24.6% 25.4% (0.8)%

(a) Refer Note 34: Restatement/Corrections to Prior Years of the TSSA for details of corrections to prior period.
(b) GSP actuals for 2021-22 not released at the time of publication. Numbers reflect 2022-23 GSP forecasts from the 2022-23 Budget.

5.1 Total Assets

Total assets of the General Government as at 2022-23 consist mainly of property, plant and equipment (61.2
per cent), equity investments in other public sector entities, associates and joint ventures (23.4 per cent) and
remaining financial assets (12.9 per cent).

Chart 5.1: Components of GGS Total Assets 2022-23

The $48.3 billion net increase in Property, Plant
& Equipment (PP&E) in the GGS is as a result of
additions of $22.1 billion (predominately within the
Health, Education and Transport and
Infrastructure clusters) and a significant upward
revaluation of $33.1 billion, which was partially
offset by depreciation ($6.4 billion) and disposals
of PP&E ($793 million) during 2022-23.

$ billion

Non-Financial Assets Financial Assets

B 2022 (Restated) Bl 2023

The $52.7 billion increase in TSS PP&E is mostly due to additions of new PP&E ($27.8 billion) and upward
revaluations ($34.8 billion), partially offset by depreciation ($8.9 billion).

The GGS’s equity investments, representing investment in other public sector entities, associates and joint
ventures, were 6.1 per cent higher than 2021-22 primarily as a result of an increase of $2.1 billion
representing the fair value movement due to the increase in interest rates on loans to TCorp. In addition
there was an increase of $0.5 billion in PFC net assets mainly due to Lifetime Care ($0.4 billion). This was
driven by $1.2b in additional investments, offset by $0.7 billion due to an increase in outstanding claims
provision as a result of the impact of actuarial economic assumptions.

The net increase in financial assets at fair value is primarily attributable to an increase of $3.8 billion for
investments in TCorpIM funds during 2022-23.
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During 2022-23, cash balances of the GGS increased by $3.1 billion to $6.3 billion, in line with renewed
liquidity management practices. TSS cash balances increased by $4.3 billion to $17.2 billion primarily due to
a $1.2 billion increase in TCorp cash holdings.

5.2 Total Liabilities

Total liabilities of the GGS as at 2022-23 consist mainly of General Government’s borrowings, which
accounted for 53 per cent of the General Government’s obligations at 30 June 2023, and employee and
superannuation provisions, which together accounted for 27 per cent of total liabilities.

Chart 5.2: Components of Total Liabilities in the GGS 2022-23

% billion
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Borrowings Superannuation Employee Other Liabilities Other Provisions Other
Provision Provisions
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Borrowings® increased by $24.6 billion to $132.1 billion in 2022-23 driven by the Government’s continued
commitment in delivering its infrastructure investment program. TSS borrowings increased by $29.1 billion in
2022-23.

Superannuation liabilities represent the actuarially-assessed obligations for past and present employees
less the net market value of scheme assets set aside to meet these obligations. The net unfunded
superannuation liabilities decrease of $1.9 billion to $41.7 billion (4.3 per cent) in the GGS, and $2.0 billion to
$43.0 billion (4.5 per cent) in the TSS, is largely as a result of an increase in the discount rate used to value
the liabilities from 3.69 per cent in 2021-22 to 4.07 per cent in 2022-23, due to the increase in government
bond yields used as the discount rate as required by accounting standards.

The Government’s current funding plan will ensure the commitment to fully fund defined benefit
superannuation liabilities by 2040 is met.

The increase in employee provisions of $2.4 billion was due to the $1.2 billion increase in the provision for
self funded workers compensation claims provision as a result of actuarial valuations mostly driven by
increasing proportion of psychological claims, higher than expected number of Police Medically Discharged
claims and an increased allowance for higher child abuse claims.

The payables balance (included in other?) increased by $263.0 million (2.7 per cent) to $10.0 billion in
2022-23. This is due to increase in a range of payables, including accrued employee expenses ($220 million)
and interest on borrowings and advances ($307 million).

Other provisions increased by $1.3 billion to $16.6 billion (8.2 per cent) in 2022-23 mainly due to an $851
million dollar increase in provisions from claims by NSW Self Insurance Corporation.

Borrowings include borrowings at amortised cost and borrowings and derivatives at fair value.
4 Other include deferred tax equivalent provision, deposits held, payables, tax equivalents payable, advances received and contract liabilities.
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5.3 Net Worth, Net Debt and Net Financial Liabilities

Net worth is the difference between total assets and total liabilities. Net worth for the year ended 30 June
2023 was $322.0 billion, an increase of $36.1 billion (13 per cent) from the prior year.

The increase in net worth is equal to the comprehensive result of the GGS for 2023 as outlined in section 4.5
in this document.

Net debt equals the sum of financial liabilities (deposits held, borrowings, derivatives, advances received
and interests in TCorplM funds of investors not controlled by the State) less the sum of the following financial
assets (cash and deposits, advances paid and investments, loans and placements).

The GGS net debt increase of $19.1 billion to $74.9 billion at 30 June 2023 (34 per cent) was predominantly
driven by borrowings increasing by $24.6 billion as described in section 5.2 above.

TSS net debt increased by $20.6 billion to $110.9 billion at 30 June 2023 (23 per cent). This was driven by an
increase in borrowings and derivatives in the Treasury Corporation.

Net financial liabilities represent total liabilities less financial assets, other than equity in publicly owned
corporations.

GGS net financial liabilities at 30 June 2023 were $165.5 billion, which was $18.1 billion higher than the prior
year. The main factors contributing to this change are the increase in borrowings of $24.6 billion, as
described above. This was partially offset by a fall in superannuation liabilities of $1.9 billion as the liability
discount rate for the State Sector Schemes and Energy Industries Superannuation Scheme increased from
3.69 per cent to 4.07 per cent.
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STATEMENT OF COMPLIANCE

Pursuant to section 7.17(4) of the Government Sector Finance Act 2018, in our opinion the Total State
Sector Accounts:

* have been prepared in accordance with AASB 1049 Whole of Government and General Government
Sector Financial Reporting and all other Australian Accounting Standards, and

« present fairly the consolidated financial position, financial performance and cash flows for the Total State
Sector and General Government Sector.

We acknowledge the disclosure in Note 1: Statement of Significant Accounting Policies regarding the matter
relating to the Catholic Metropolitan Cemeteries Trust, and statutory Crown Land Managers and Commons
Trusts.

The Hon. Daniel Mookhey MLC Joann Wilkie Sean Osborn
Treasurer A/ Secretary A/ Executive Director -
Treasury Financial Stewardship and
Public Reporting
Treasury
18 January 2024
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INDEPENDENT AUDITOR’S REPORT
Consolidated State Financial Statements of the New South Wales

General Government and Total State Sectors

To Members of the New South Wales Parliament

Qualified Opinion

| have audited the accompanying Consolidated State Financial Statements of the New South Wales
General Government Sector (GGS) and Total State Sector (TSS) prepared by NSW Treasury, which
comprise the Statement of Compliance, the Consolidated Statement of Comprehensive Income for the
year ended 30 June 2023, the Consolidated Statement of Changes in Equity for the year ended

30 June 2023, the Consolidated Statement of Financial Position as at 30 June 2023, the Consolidated
Statement of Cash Flows for the year ended 30 June 2023, and Notes to the Consolidated Financial
Statements comprising a Statement of Significant Accounting Policies and other explanatory
information of the Consolidated State Financial Statements. The Consolidated State Financial
Statements comprises the entities the State controlled at the year’s end or from time to time during the
financial year.

From here on, the Consolidated State Financial Statements are referred to as the Total State Sector
Accounts, in line with Treasury's naming convention.

In my opinion, except for the effects of the matters described in the '‘Basis for Qualified Opinion'
section of my report, the Total State Sector Accounts:

. have been prepared in accordance with Australian Accounting Standards and section 7.17 of
the Government Sector Finance Act 2018 (GSF Act)
. present fairly the financial position, financial performance and cash flows of the

New South Wales General Government and Total State Sectors.
My qualified opinion should be read in conjunction with the rest of this report.

Basis for Qualified Opinion

Inability to obtain sufficient appropriate audit evidence to support the amounts consolidated in
the TSS and the equity investment recognised in the GGS relating to the Catholic Metropolitan
Cemeteries Trust (CMCT)

As disclosed in Note 1 'Statement of Significant Accounting Policies', NSW Treasury has determined
the State controls and is required by Australian Accounting Standards to recognise CMCT in the TSS.
The TSS reports $321 million in net assets for CMCT at 30 June 2023 and $26 million in total
comprehensive income for CMCT for the year then ended.

I have assessed CMCT as a significant component to the audit of the TSS in accordance with Auditing
Standard ASA 600 ‘Special Considerations — Audits of a Group Financial Report’.

As disclosed in Note 11 'Equity Investments in Other Public Sector Entities’, the GGS held an interest
in the Public Non-Financial Corporation (PNFC) and Public Financial Corporation (PFC) sectors at
30 June 2023. The interest in the PNFC and PFC sectors was accounted for as an equity investment
based on the GGS's proportional share of the carrying amount of the net assets of those sectors.

Level 19, Darling Park Tower 2, 201 Sussex Street, Sydney NSW 2000
GPO Box 12, Sydney NSW 2001 | t 02 9275 7101 | mail@audit.nsw.gov.au | audit.nsw.gov.au
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The net assets of CMCT, a non-commercial PNFC, recognised by the GGS as an equity investment
was $321 million at 30 June 2023. The GGS also recognised the increase in the value of its
investment in CMCT for the year ended 30 June 2023 of $26 million within '‘Other Economic Flows'
within the Statement of Comprehensive Income.

As CMCT is a controlled entity of the State, this means it is a GSF agency. Section 7.6 of the GSF Act
requires reporting GSF agencies to prepare annual GSF financial statements and submit them to the
Auditor-General for audit. CMCT has not provided me access to its management, books and records
upon which to perform an audit.

Because CMCT has failed to submit its financial statements to the Auditor-General for the purpose of
a financial audit | was unable to obtain sufficient appropriate audit evidence on the carrying amount of
CMCT’s:

. assets and liabilities in the TSS as at 30 June 2023 and of the amount of income and expenses
for the year then ended

. net assets recognised as an equity investment by the GGS as at 30 June 2023 and the
comprehensive income recorded within 'Other Economic Flows' relating to CMCT for the year
then ended.

Consequently, | was unable to determine whether any adjustments to these amounts were necessary.

Inability to obtain sufficient appropriate audit evidence to support the non-land assets,
liabilities, income and expenses of Category 2 Statutory Land Managers (SLMs) and Commons
Trusts (CTs) that have not been recognised in the Total State Sector Accounts

SLMs and CTs are controlled entities of the State and should be recognised in the Total State Sector
Accounts as required by Australian Accounting Standards.

As disclosed in Note 1 'Statement of Significant Accounting Policies', the non-land assets, liabilities,
income and expenses of SLMs and CTs have not been recognised in the Total State Sector Accounts.

Most of these entities have not prepared audited financial statements, upon which to consolidate the
non-land assets, liabilities, income and expenses of SLMs and CTs into the Total State Sector
Accounts. This is because they have either not complied with their obligations under section 7.6 of the
GSF Act or they were not required to prepare audited financial statements as they met the prescribed
reporting exemption criteria set out in the Government Sector Finance Regulation 2018.

NSW Treasury has undertaken a review of available financial information to estimate the aggregate
value of non-land assets, liabilities, income, and expenses relating to SLMs and CTs that were not
recognised in the Total State Sector Accounts. However, there are limitations on the accuracy and
reliability of financial information that support these estimates.

Because of the limitations on the accuracy and reliability of financial information relating to SLMs and
CTs, | was unable to obtain sufficient appropriate audit evidence to determine the impact on the value
of non-land assets and liabilities that should be recognised in the Total State Sector Accounts as at
30 June 2023 and of the amount of income and expenses that should be recognised in the Total State
Sector Accounts for the year then ended.

Consequently, | was unable to determine whether any adjustments to the Total State Sector Accounts
might have been necessary in respect of the unrecorded non-land assets, liabilities, income, and
expenses relating to SLMs and CTs.

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under the
standards are described in the ‘Auditor's Responsibilities for the Audit of the Total State Sector
Accounts' section of my report.
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I am independent of NSW Treasury in accordance with the requirements of the:

. Australian Auditing Standards

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

Parliament promotes independence by ensuring the Auditor-General and the Audit Office of
New South Wales are not compromised in their roles by:

. providing that only Parliament, and not the executive government, can remove an
Auditor-General

. mandating the Auditor-General as auditor of public sector agencies

. precluding the Auditor-General from providing non-audit services.

I have fulfilled my other ethical responsibilities in accordance with APES 110.

| believe the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
qualified audit opinion.

Emphasis of Matter - Future of the Transport Asset Holding Entity of
New South Wales (TAHE)

Without modifying my opinion, | draw attention to Note 33 ‘Events after the Reporting Period’ of the
Total State Sector Accounts. The note describes that in August 2023, the NSW Government made
several key decisions regarding the future of TAHE. The decisions have a significant impact on
TAHE’s financial position and future operating model, including converting TAHE from a for-profit
State Owned Corporation (SOC) to a non-commercial PNFC by 1 July 2024.

These decisions may impact the future commercial agreements between TAHE and the public rail
operators and the future valuation of TAHE’s assets that are consolidated in the TSS and recognised
as an equity investment by the GGS in the PNFC sector.

Key Audit Matters

Australian Auditing Standard ASA 701 'Communicating Key Audit Matters in the Independent Auditor's
Report' applies to the audit of the general purpose financial statements of listed entities or when an
auditor is required by legislation to communicate key audit matters in the auditor's report. There is no
legislative requirement to communicate key audit matters in my independent audit report on the Total
State Sector Accounts. | have voluntarily included a narrative on Key Audit Matters to enhance the
readability of my audit opinion.

Key Audit Matters are those matters that, in my professional judgement, were of most significance in
my audit of the Total State Sector Accounts for the year ended 30 June 2023. These matters were
addressed in the context of my audit of the Total State Sector Accounts as a whole, and in forming my
opinion thereon. | do not provide a separate opinion on these matters. In addition to the matters
described in the 'Basis for Qualified Opinion' and 'Emphasis of Matter' sections, | have determined the
matters described below to be the key audit matters to be communicated in my report.

Key Audit Matter How my audit addressed the matter

Accounting for equity contributions into TAHE

The GGS transferred $1.6 billion to TAHE, a PNFC, during Key audit procedures included the following:
the year ended 30 June 2023. Since 2015-16, the GGS has . 4ssessed significant judgements and

transferred a total of $14.9 billion to TAHE (formerly Rail assumptions applied by management to
Corporation of New South Wales). support the treatment of contributions to
Transfers into public corporations to finance acquisitions of TAHE in 2022-23 as a capital transfer
non-financial assets are treated as an investment in the expense was in accordance with
contributed equity of the public corporation, except when Australian Accounting Standards and the
there is no reasonable expectation of a sufficient rate of Australian System of Government Finance
return on the investment. In such case, the transfer is Statistics 2015

recorded as a capital transfer expense in the GGS.
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Key Audit Matter

During 2022-23, the government changed its intent and
expectations in relation to the future operating model of
TAHE, and there is no longer a reasonable expectation of a
sufficient rate of return on the contributions made by the
GGS to TAHE. As a result, transfers to TAHE of $1.6 billion
in 2022—-23 were recorded as a capital transfer expense in
the GGS's Statement of Comprehensive Income.

This is a change in treatment from transfers made to TAHE
from 2015-16 to 2021-22 which were recognised as an
equity investment.

| consider this to be a key audit matter because the rate of

return assessment requires consideration of changes in facts

and circumstances surrounding the government's decisions
relating to TAHE's structure and future operating model.

Details of key judgements and assumptions related to the
GGS's contributions into TAHE are included in Note 11
'‘Equity Investments'.

Control of rail transport assets vested in TAHE

TAHE is a controlled entity of the State and is classified in
the PNFC sector, meaning it is consolidated into the TSS,
but not the GGS.

At 30 June 2023, the PNFC sector consolidated $22.4 billion
of TAHE's property, plant and equipment and $704 million in
depreciation expenses for the year ended 30 June 2023.

TAHE has agreements with other parties:

« that provide exclusive or non-exclusive rights to use its
assets

* to manage the use of its assets as an agent.

TAHE is also subject to an Operating Licence issued by the
Portfolio Minister for the periods 1 July 2021 to

30 June 2024, which impose limits on its legislative functions
detailed in the Transport Administration Act 1988.

To recognise an asset, TAHE must demonstrate that it
controls the future economic benefits embodied in the asset.
Indicators of accounting 'control' include the ability to direct
the use of the asset and/or prevent other entities directing its
use and receiving substantially all of the economic benefits
from the asset.

How my audit addressed the matter

» reviewed evidence to support the
government's change in intent and
impacts on TAHE's future structure and
operating model

« assessed the sufficiency and
appropriateness of financial statement
disclosures against the requirements of
applicable Australian Accounting
Standards, in particular AASB 1049
'‘Whole-of-Government and General
Government Sector Financial Reporting'.

Key audit procedures included the following:

* reviewed management's control
assessment and supporting evidence, to
assess the reasonableness of the
accounting treatment against the
requirements of applicable Australian
Accounting Standards

*  examined relevant legislation and
regulations and contractual agreements,
including the Operating Licence, to assess
indicators of control against relevant
Australian Accounting Standards.
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Key Audit Matter

| consider this to be a key audit matter because:

*  TAHE has applied significant judgement to determine it
has 'control' over the assets

*  TAHE's legislative functions and Operating Licence
impacts the assessment of the control of assets

» the determination of principal and agent under the
relevant agreements and the ability of other parties to
direct use of TAHE's assets.

Fair value measurement of property, plant and equipment

At 30 June 2023, the TSS reported $488 billion in property,
plant and equipment measured at fair value. The closing
balance of property, plant and equipment includes a net
revaluation increment of $34.8 billion recorded during the
year ended 30 June 2023.

| consider this to be a key audit matter because of the:

+ financial significance of the property, plant and
equipment balances to the Consolidated Statement of
Financial Position

«  extent of significant management judgements
underpinning key assumptions used in the valuation
process

»  sensitivity of fair value to changes in key assumptions

* specialised and unique nature of the assets impacting
on judgement and complexities in applying AASB 13
‘Fair Value Measurement’ requirements.

Details of the valuation techniques, inputs and processes for
major asset classes are disclosed in Note 17 'Property, Plant
and Equipment'.

How my audit addressed the matter

Key audit procedures included the following:

obtained an understanding of
management’s approach to estimating the
fair value of property, plant and equipment

assessed the accuracy and completeness
of assets included in the revaluation

assessed the competence, capability and
objectivity of experts engaged by
management

assessed significant judgements made in
determining the valuation approach for
specialised and unique assets, including
impairment

reviewed the reasonableness of key
assumptions and sensitivity of the
conclusions to changes in those
assumptions

assessed the sufficiency and
appropriateness of the valuation
methodologies and fair value
assessments against the requirements of
applicable Australian Accounting
Standards

assessed the sufficiency and
appropriateness of financial statement
disclosures against the requirements of
applicable Australian Accounting
Standards.

Valuation of defined benefit superannuation and long service leave liabilities

At 30 June 2023, the TSS reported net defined benefit
superannuation liabilities totalling $43.0 billion and employee
long service leave liabilities totalling $12.1 billion.

| consider this to be a key audit matter because:

« the defined benefit superannuation and long service
leave liabilities are financially significant to the
Consolidated Statement of Financial Position

+ the underlying models used to value the liabilities are
complex due to a high level of judgement and estimation
involved in the valuation assumptions, including discount
rates, salary inflation and other assumptions

* the total value of the liabilities is sensitive to small
changes in key valuation inputs.

Key audit procedures included the following:

obtaining an understanding of the
processes and key controls in place
supporting the defined benefit
superannuation liability and long service
leave liability calculations

assessing the completeness and accuracy
of data used in the models

reviewing the methodology and key
assumptions for reasonableness (with the
assistance of actuarial experts for defined
benefit superannuation liabilities)
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Key Audit Matter

Further information on the valuation of defined benefit
superannuation and long service leave and liabilities are
included in Note 25 'Employee Benefit Liabilities' and Note
26 'Superannuation Provisions'.

Valuation of financial instruments

At 30 June 2023, the TSS reported financial instruments
measured at fair value totalling $86.1 billion in financial
assets and $168.9 billion in financial liabilities.

| consider this to be a key audit matter because:

« financial assets and financial liabilities measured at fair
value are significant to the Consolidated Statement of
Financial Position

+ small changes to market observable inputs and
assumptions can significantly impact the fair value of
these financial assets and financial liabilities

« significant judgement is applied to determine the
classification of financial instruments measured at fair
value

* management applies significant judgement in the
selection of assumptions used to value offshore
borrowings issued in foreign currencies for which there
is limited trading activity ($1.0 billion in Note 29). These
are classified as ‘level 3’ according to the fair value
hierarchy under Australian Accounting Standards (that
is, where significant unobservable inputs are used in the
valuation).

Further information on the valuation of financial instruments
is disclosed in Note 29 'Financial Instruments'.

How my audit addressed the matter

assessing the qualifications, competence
and objectivity of actuarial experts

assessing the adequacy of the financial
statement disclosures against the
requirements of Australian Accounting
Standards and Treasurer’s Directions.

Key audit procedures included the following:

obtained an understanding of, and
assessed the valuation models applied to
each category of financial instrument

assessed the design and tested the
operating effectiveness of the key
operational and information technology
controls supporting the valuation of
financial instruments

tested the inputs to the valuation system
by comparing them to independent market
observable data

compared the calculations of fair value to
independent recalculations across a
sample of financial instruments

reviewed the key valuation inputs and
significant assumptions used by
management to value ‘level 3’ financial
instruments for reasonableness, and
where data was available, agreed these
inputs to market observable data

confirmed the existence and
completeness of balances at
30 June 2023 with external counterparties

assessed management's judgement
applied to the classification of financial
instruments measured at fair value in
accordance with applicable Australian
Accounting Standards

assessed the adequacy of financial
statement disclosures against the
requirements of applicable Australian
Accounting Standards.

Accounting for the State's investments in TCorp Investment Management Funds

The TSS consolidates several TCorp Investment
Management Funds (TCorplM Funds). As at 30 June 2023,
the TSS recorded net assets in the TCorpIM Funds of
$72.0 billion and liabilities to unit holders outside of the TSS
of $16.5 billion.

The TCorpIM Funds are investment entities and are not
required to account for investments they control, jointly
control or have significant influence over in accordance with
AASB 10 'Consolidated Financial Statements', AASB 11
‘Joint Arrangements' and AASB 128 'Investments in
Associates and Joint Ventures'. This exemption does not
extend to the TSS.

Key audit procedures included the following:

reviewed management's assessment of
control, joint control or significant influence
over TCorpIM Funds and their underlying
investments against the requirements of
Australian Accounting Standards

assessed the appropriateness of
management's consolidation model to
confirm the:

- completeness and accuracy of the
underlying investment balances to
third party evidence
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Key Audit Matter

During 2022-23 it was identified that certain investments
held by several TCorplM Funds should have been
consolidated, accounted for under the equity method of
accounting or accounted for as an investment in a joint
operation in the TSS, rather than presented as financial
assets in prior periods.

Adjustments have been made to restate the 2021-22
comparatives and the opening balances at 1 July 2021, to
reflect this accounting.

| consider this to be a key audit matter because:

» the State's investment in the TCorpIM Funds are
significant to the Consolidated Statement of Financial
Position

* judgement is required in assessing the State's control,
joint control or significant influence over TCorpIM Funds
and their underlying investments

* asignificant volume of inter-fund transactions occur
between TCorplM Funds. The consolidation of the TSS's
distributions and realised and unrealised gains is
complex because of the high volume of inter-fund
eliminations required.

Further information on the TCorpIM Funds is included in
Note 11 'Equity Investments', Note 28 'Other Liabilities' and
Note 34 'Restatement/Correction to Prior Year'.

Valuation of outstanding claims liabilities

At 30 June 2023, the TSS recorded $8.3 billion in self-funded
worker’s compensation claims liabilities and $19.7 billion in
other outstanding claims liabilities.

The valuation of the outstanding claims liabilities involves
significant judgement in determining the timing and value of
expected future payments for claims incurred and related
costs to settle the claims. In determining the valuation of the
liabilities, management engages actuarial specialists to
model and develop assumptions to estimate the outstanding
claims liabilities.

| consider this to be a key audit matter because:

» the outstanding claims liabilities are financially significant
to the NSW Consolidated Statement of Financial
Position

+ the degree of judgement in developing assumptions and
the complexity of valuation models

» the level of judgement means the valuation of the
outstanding claims liabilities may change significantly
and unexpectedly due to changes in assumptions.

Further information on the valuation techniques, inputs and
assumptions used to value outstanding claims liabilities is
included in Note 25 'Employee Benefit Liabilities' and Note
27 'Other Provisions'.

How my audit addressed the matter

completeness and accuracy of the
inter-fund eliminations covering cross
holdings, distributions, realised and
unrealised gains by comparing to
detailed transaction listings

mathematical accuracy

assessed the classification of the TSS's
assets, liabilities, distributions and realised
and unrealised gains under Australian
Accounting Standards and the Australian
System of Government Finance Statistics
2015.

Key audit procedures included the following:

with the assistance of our actuarial expert
(‘auditor’s expert’):

evaluated the competence,
capabilities and objectivity of
management’s actuaries

gained an understanding of the work
of management’s actuaries and
evaluated the appropriateness of their
work, including their models

assessed the valuation methods and
approach used by management’s
actuaries against the requirements of
Australian Accounting Standards and
consistency with industry practice and
the underlying claims exposure

assessed the assumptions used as
inputs into the valuation models

assessed the results of the claims
experience investigations carried out
by management’s actuaries, to
determine how they inform the
adopted assumptions

evaluated the judgements made by
management’s actuaries in assessing
the impact of macroeconomic factors
on assumptions
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Key Audit Matter

Taxation and statutory revenue

The TSS reported:

$48.8 billion of taxation and statutory revenue (fines,
mining royalties and regulatory fees) for the year ended
30 June 2023

$7.6 billion of statutory receivables and $419 million in
an allowance for impairment for taxation and statutory
receivables at 30 June 2023.

| consider this to be a key audit matter because:

of the financial significance of taxation and statutory
revenue and receivables to the Consolidated Statement
of Comprehensive Income and the Consolidated
Statement of Financial Position

the calculation of the allowance related to taxation
receivable requires significant judgements and
assumptions.

Further information on taxation and statutory revenue is
included in Note 2 'Revenue' and Note 7 'Receivables'.

How my audit addressed the matter

- performed an overall assessment of
the valuation methodology, key
assumptions and models used to
derive the valuation of the
outstanding claims liabilities

evaluated the judgement applied in
recognising reinsurance recoveries

assessed the adequacy of the related
financial statement disclosures against the
requirements of applicable Australian
Accounting Standards.

Key audit procedures included the following:

evaluated the design and tested operating
effectiveness of controls over key revenue
streams, including land tax, payroll tax,
duties, gaming machine taxes and mineral
royalties

recalculated key revenue streams for
reasonableness against the requirements
of the relevant taxation legislation

tested adjustments capturing lodgements
of returns for self assessed taxes

assessed the methodology and
assumptions used to estimate the
allowance related to taxation receivable
against historical recoverability rates and
write-off of debt for reasonableness

recalculated the allowance for impairment
recognised for mathematical accuracy

assessed the adequacy of the financial
statement disclosures against the
requirements of applicable Australian
Accounting Standards and NSW
Treasurer's Directions.

Other Information

The New South Wales Report on State Finances for the year ended 30 June 2023 includes other
information in addition to the Total State Sector Accounts and my Independent Auditor’'s Report

thereon. The Treasurer is responsible for the other information.

My opinion on the Total State Sector Accounts does not cover the other information. Accordingly, | do
not express any form of assurance conclusion on the other information.

In connection with my audit of the Total State Sector Accounts, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with the
Total State Sector Accounts or my knowledge obtained in the audit, or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude there is a material misstatement of the other
information, | must report that fact.

I have nothing to report in this regard.
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Treasurer’s Responsibilities for the Total State Sector Accounts

The Treasurer is responsible for the preparation and fair presentation of the Total State Sector
Accounts in accordance with Australian Accounting Standards and section 7.17 of the GSF Act. The
Treasurer’s responsibility also includes such internal control as the Treasurer determines is necessary
to enable the preparation and fair presentation of the Total State Sector Accounts that are free from
material misstatement, whether due to fraud or error.

In preparing the Total State Sector Accounts, the Treasurer is responsible for assessing the ability of
the GGS and TSS to continue as a going concern, disclosing as applicable, matters related to going
concern and using the going concern basis of accounting.

Auditor’s Responsibilities for the Audit of the Total State Sector Accounts

My objectives are to:

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

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

A description of my responsibilities for the audit of the Total State Sector Accounts is located at the
Auditing and Assurance Standards Board website at:
www.auasb.gov.au/auditors _responsibilities/ar5.pdf. The description forms part of my auditor’s report.

The scope of my audit does not include, nor provide assurance:

. that the GGS and TSS carried out their activities effectively, efficiently and economically

. about the assumptions used in formulating the budget figures disclosed in the Total State
Sector Accounts

. about the security and controls over the electronic publication of the audited Total State Sector
Accounts on any website where they may be presented

. about any other information which may have been hyperlinked to/from the Total State Sector
Accounts.

e U > ) §

Margaret Crawford PSM
Auditor-General for New South Wales

19 January 2024
SYDNEY
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The NSW Consolidated Statement of Comprehensive Income for the Year Ended 30 June 2023

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated® Restated®

FROM CONTINUING OPERATIONS \[o)(} $m $m $m $m
Revenue from Transactions
Taxation 2 39,747 39,007 39,911 39,092
Grants and Subsidies 2 45,572 44,887 45,385 44,833
Sale of Goods and Services 2 9,700 9,451 15,402 13,414
Interest® 2 545 262 2,476 1,042
Dividend and Income Tax Equivalents from Other Sectors 2 483 454
Other Dividends and Distributions® 2 1,467 2,442 1,172 823
Fines, Regulatory Fees and Other® 2 8,388 6,982 8,901 7,429
Total Revenue from Transactions 105,901 103,486 113,248 106,632
Expenses from Transactions
Employee 3 42,490 40,207 45,390 42,941
Superannuation

Superannuation Interest Cost 3 1,583 858 1,621 891

Other Superannuation 3 4,059 3,736 4,348 3,979
Depreciation and Amortisation® 3 7,884 7,081 10,750 9,749
Interest® 3 4,232 2,527 5,797 3,389
Other Operating Expenses®® 3 28,765 29,697 33,292 33,887
Grants and Subsidies 3 27,454 34,689 20,010 28,728
Total Expenses from Transactions 116,467 118,795 121,209 123,566
Transactions from Discontinuing Operations 4
NET RESULT FROM TRANSACTIONS - NET OPERATING BALANCE
(BUDGET RESULT FOR THE GENERAL GOVERNMENT SECTOR) (10,565) (15,309) (7,961) (16,933)

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

The Consolidated Statement of Comprehensive Income should be read in conjunction with the
accompanying notes.
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The NSW Consolidated Statement of Comprehensive Income for the Year Ended 30 June 2023

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated® Restated®
$m $m $m $m
NET OPERATING BALANCE (10,565) (15,309) (7,961) (16,933)
OTHER ECONOMIC FLOWS - INCLUDED IN THE OPERATING RESULT
Gain/(Loss) from Liabilities® 5 (186) 2,862 972) 4,983
Other Net Gains/(Losses)® 5 2,215 932 5,598 16,560
Share of Earnings/(Losses) from Equity Investments
(excluding Dividends) 5 (13) 273 (101) 331
Dividends from Asset Sale Proceeds 5 120 85
Deferred Income Tax from Other Sectors 5 129 191
Other 5 (90) (81) (89) 91)
Other Economic Flows - included in Operating Result 2,175 4,261 4,435 21,782
OPERATING RESULT (8,390) (11,048) (3,526) 4,849
OTHER ECONOMIC FLOWS - OTHER COMPREHENSIVE INCOME
Items that will not be Reclassified to Operating Result
Revaluations® 17 33,225 19,625 34,959 32,010
Share of Associate's Other Comprehensive Income/(Loss) that will
not be Reclassified Subsequently to Operating Result 1,706 1,706
Remeasurements of Post-Employee Benefits 26 2,369 15,108 2,527 15,964
Net Gain/(Loss) on Equity Instruments at Fair Value through Other
Comprehensive Income® 1 6,265 28,705 0 0
Deferred Tax Direct to Equity 495 492 0
Other 403 (317) 415 (266)
Items that may be Reclassified Subsequently to Operating Result
Net Gain/(Loss) on Financial Instruments at Fair Value 0 0 9) 7
Share of Associate's Other Comprehensive Income/(Loss)
that may be Reclassified Subsequently to Operating Result 959 959
Other Economic Flows - Other Comprehensive Income 44,463 64,572 39,598 48,675
COMPREHENSIVE RESULT - TOTAL CHANGE IN NET WORTH
BEFORE TRANSACTIONS WITH OWNERS AS OWNERS 36,072 53,525 36,072 53,525
KEY FISCAL AGGREGATES
COMPREHENSIVE RESULT - TOTAL CHANGE IN NET WORTH
BEFORE TRANSACTIONS WITH OWNERS AS OWNERS 36,072 53,525 36,072 53,525
Less: Net Other Economic Flows® (46,638) (68,834) (44,033) (70,457)
NET OPERATING BALANCE (10,565) (15,309) (7,961) (16,933)
Less: Net Acquisition of Non-Financial Assets
Purchases of Non-Financial Assets 21,208 18,853 26,874 24,375
Sales of Non-Financial Assets (369) (476) (661) (1,021)
Less: Depreciation and Amortisation® (7,884) (7,081) (10,750) (9,749)
Plus: Change in inventories (117) (819) (187) (816)
Plus: Other Movements in Non-Financial Assets
Assets Acquired Using Leases 37 1,499 100 1,665
Assets Acquired Using Service Concession Arrangements under
Financial Liability Model 827 248 827 248
Grant of a Right to the Operator Model 273 517 273 517
Other 31 (1,098) 453 83
Equals Total Net Acquisition of Non-Financial Assets 14,005 11,644 16,931 15,303
EQUALS: NET LENDING/(BORROWING) (24,570) (26,953) (24,892) (32,236)

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

(b) This relates to the change in the carrying amount of the General Government Sector's equity investment in Public Non-Financial
Corporation Sector and the Public Financial Corporation Sector excluding equity injection payments and equity transfers to/from these
sectors.

The Consolidated Statement of Comprehensive Income should be read in conjunction with the
accompanying notes.
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The NSW Consolidated Statement of Changes in Equity for the Year Ended 30 June 2023

Equity at Transfers
2022-23 1 July 2022 Comprehensive Between Equity at

Restated® Result Equity Classes 30 June 2023
$m $m $m $m

General Government Sector

Accumulated Funds®® 77,013 (6,071) 1,591 72,533
Reserves
Asset Revaluation Surplus® 123,172 34,126 (1,603) 155,695

Equity Investment Revaluation

Surplus/Hedge Reserve in Associate 2,044 1763 ©) 3,807
Hedging Reserve (6) (11) (17)
Financial Assets at Fair Value through

Other Comprehensive Income 83,662 6,265 89,927
Other (0) 13 13

285,885 36,072 321,957
Total State Sector
Accumulated Funds®® 107,376 (1,053) 1,983 108,305
Reserves
Asset Revaluation Surplus® 176,393 35,383 (1,974) 209,802
Equity Investment Revaluation

Surplus/Hedge Reserve in Associate 2,044 1,763 (0) 3,807
Hedging Reserve 1 (20) (19)
Financial Assets at Eair Value through 0 )

Other Comprehensive Income 0
Other 71 8) 63

285,885 36,072 321,957

Transfers
Between Equity at
2021-22 Equity at Corrections Equityat Comprehensive Equity 30 June

1 July to Prior 1 July 2021 Result® Classes 2022
2021 Period®  Restated® Restated®  Restated® Restated®

$m $m $m $m $m $m

General Government Sector

Accumulated Funds®® 73,379 69 73,448 3,439 125 77,013
Reserves
Asset Revaluation Surplus® 103,528 (770) 102,758 20,533 (119) 123,172
Equity Investment Revaluation
Surplus/Hedge Reserve in Associate® 1,203 1,203 847 (6) 2,044
Hedging Reserve® (7) %) 1 (6)
Financial Assets at Fair Value through
Other Comprehensive Income® 54,956 54,956 28,706 83,662
Other 0) 0) (0)
233,061 (701) 232,360 53,525 285,885
Total State Sector
Accumulated Funds®® 86,470 69 86,539 20,184 653 107,376
Reserves
Asset Revaluation Surplus® 145,325 (770) 144,555 32,487 (648) 176,393
Equity Investment Revaluation
Surplus/Hedge Reserve in Associate® 1,204 1,204 846 (6) 2,044
Hedging Reserve® 7 ) 8 1
Financial Assets at Fair Value through
Other Comprehensive Income® (0) (0) 1 0
Other 70 70 1 7
233,061 (701) 232,360 53,525 285,885

(@) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period. It also includes a revised classification
between "Other Comprehensive Result" and "Transfers between Equity Classes" to reflect opening balance and deferred tax direct to equity
adjustments now captured in "Other Comprehensive Result".

(b) The comprehensive result primarily includes the operating result, remeasurements of post-employee benefits and other in other
comprehensive income.

The Consolidated Statement of Changes in Equity should be read in conjunction with the accompanying
notes.
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The NSW Consolidated Statement of Financial Position as at 30 June 2023

General Total
Government Sector State Sector
2022-23 2021-22 1 July 2021 2022-23 2021-22 1 July 2021
Restated® Restated® Restated® Restated®
$m $m $m $m $m $m
ASSETS
Financial Assets
Cash and Cash Equivalents® 6 6,344 3,216 3,781 17,214 12,905 9,440
Receivables® 7 12,001 12,093 12,212 21,688 13,816 11,682
Investments, Loans and Placements
Financial Assets at Fair Value® 8 48,383 44,572 47,662 57,876 54,248 49,319
Other Financial Assets 8 2,378 3,598 1,791 2,457 2,113 1,857
Advances Paid 9 936 1,185 1,298 671 894 868
Tax Equivalents Receivable 10 43 29 35
Deferred Tax Equivalents Asset 10 3,607 2,985 2,291
Equity Investments
Investments in Other Public Sector Entities 11 123,003 117,025 85,778
Investments in Associates and Joint Ventures 11 10,545 8,805 13,358 11,903 9,787 13,674
Other Equity Investments® 11 15 6 5 28,208 23,545 22,603
Total Financial Assets 207,255 193,513 168,211 140,017 117,310 109,444
Non-Financial Assets
Contract Assets 12 77 53 97 90 62 97
Inventories 13 1,088 1,307 1,378 1,722 2,008 1,547
Forestry Stock and Other Biological Assets 14 16 23 18 642 646 771
Assets Classified as Held for Sale 15 151 62 123 161 88 160
Investment Properties 16 1,753 1,741 1,621
Property, Plant and Equipment
Land and Buildings® 17 129,648 115,900 102,478 213,586 197,510 172,679
Plant and Equipment 17 15,161 13,530 13,112 19,427 17,534 16,729
Infrastructure Systems 17 204,909 171,990 154,361 255,653 220,921 199,898
Right-of-Use Assets 18 6,185 7,174 6,513 8,538 9,655 9,173
Intangibles 19 5,176 4,774 4,456 6,253 5,869 5,469
Other Non-Financial Assets 20 2,009 1,386 1,122 2,704 2,100 1,749
Total Non-Financial Assets 364,419 316,199 283,657 510,528 458,135 409,894
TOTAL ASSETS 571,674 509,712 451,869 650,545 575,445 519,338
LIABILITIES
Deposits Held 21 327 353 282 399 432 311
Payables® 22 9,963 9,700 9,697 21,042 12,180 11,316
Contract Liabilities 12 858 873 934 989 999 1,051
Borrowings and Derivatives at Fair Value® 23 17 14 212 152,402 123,893 115,024
Borrowings at Amortised Cost 24 132,079 107,441 90,488 19,295 18,669 19,712
Advances Received 492 545 625 492 545 625
Employee Benefits Liabilities 25 25,971 23,603 23,386 27,281 24,859 24,708
Superannuation Provision 26 41,678 43,556 57,591 42,967 44,983 59,855
Tax Equivalents Payable 10 73 57 35
Deferred Tax Equivalent Provision 10 42 50 50
Other Provisions 27 16,614 15,355 14,180 25,481 23,380 22,737
Other Liabilities® 28 21,603 22,282 22,028 38,239 39,621 31,638
TOTAL LIABILITIES 249,717 223,828 219,509 328,588 289,560 286,977
NET ASSETS 321,957 285,885 232,360 321,957 285,885 232,360
NET WORTH
Accumulated Funds® 72,533 77,013 73,448 108,305 107,376 86,539
Reserves® 249,424 208,872 158,912 213,653 178,509 145,822
TOTAL NET WORTH 321,957 285,885 232,360 321,957 285,885 232,360
OTHER FISCAL AGGREGATES
Net Debt 74,873 55,781 37,076 110,858 90,282 81,766
Net Financial Liabilities 165,465 147,340 137,076 188,570 172,251 177,533

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

The Consolidated Statement of Financial Position should be read in conjunction with the accompanying notes.
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The NSW Consolidated Statement of Cash Flows for the Year Ended 30 June 2023

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts
Taxation 39,831 38,275 39,989 38,393
Sale of Goods and Services 10,629 9,696 16,228 11,369
Grants and Subsidies 45,234 45,082 45,051 45,036
Interest® 464 195 2,157 1,429
Dividends and Income Tax Equivalents from Other Sectors 421 536 0 (0)
Other@® 13,874 10,957 15,905 15,913
Total Receipts 110,453 104,742 119,330 112,139
Payments
Employee Related (40,003) (38,405) (42,848) (41,132)
Superannuation (5,137) (3,521) (5,443) (3,778)
Payments for Goods and Services® (27,448) (26,614) (30,002) (30,823)
Grants and Subsidies (26,212) (33,039) (18,853) (27,935)
Interest® (3,163) (2,543) (4,268) (3,005)
Distributions Paid® (382) (623)
Other® (8,649) (5,554) (10,555) (6,238)
Total Payments (110,613) (109,677)  (112,350) (113,534)
NET CASH FLOWS FROM OPERATING ACTIVITIES 6 (160) (4,935) 6,980 (1,394)

CASH FLOWS FROM INVESTING ACTIVITIES
Non-Financial Assets

Proceeds from Sale of Non-Financial Assets 280 493 571 1,002
Purchases (22,056) (19,881) (27,643) (25,355)
Net Cash Flows from Investments in Non-Financial Assets (21,777) (19,387) (27,071) (24,354)
Financial Assets (Policy Purposes)
Receipts 268 10,794 117 10,558
Payments (127) (2,436) (137) (162)
Net Cash Flows from Investments in Financial Assets (Policy
Purposes) 140 8,358 (21) 10,396
Financial Assets (Liquidity Purposes)
Proceeds from Sale of Investments 4,847 3,158 6,788 8,162
Purchase of Investments® (3,295) (3,807) (12,479) (8,151)
Net Cash Flows from Investments in Financial Assets
(Liquidity Purposes) 1,552 (650) (5,691) 1
NET CASH FLOWS FROM INVESTING ACTIVITIES (20,084) (11,679) (32,782) (13,948)
CASH FLOWS FROM FINANCING ACTIVITIES
Advances Received 1 (0) 1 (0)
Advances Repaid (79) (109) (79) (109)
Proceeds from Borrowings(a) 28,457 27,011 120,728 74,136
Repayments of Borrowings® (4,983) (10,921) (90,524) (54,948)
Deposits Received/(Paid) - Net (26) 70 17) 70
Other (Net) 0 (0) 0 55
NET CASH FLOWS FROM FINANCING ACTIVITIES 23,370 16,051 30,109 19,203
NET INCREASE/(DECREASE) IN CASH AND CASH
EQUIVALENTS ( ) 3,126 (563) 4,307 3,861
Opening Cash and Cash Equivalents 3,216 3,781 12,905 9,044
Reclassification of Cash Equivalents and Other Adjustments (0) (2) (0) 0
CLOSING CASH AND CASH EQUIVALENTS 6 6,344 3,216 17,214 12,905
DERIVATION OF CASH RESULT
Net Cash Flows from Operating Activities (160) (4,935) 6,980 (1,394)
Net Cash Flows from Investments in Non-Financial Assets (21,777) (19,387) (27,071) (24,354)
CASH SURPLUS/(DEFICIT) (21,936) (24,322) (20,091) (25,748)

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) Re-classifications of prior year amounts have been made to reflect improvements in the comparability to the current year.

The Consolidated Statement of Cash Flows should be read in conjunction with the accompanying notes.
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Note 1

Note 1: Statement of Significant Accounting Policies

Scope

The Total State Sector (TSS) comprises the General Government Sector (GGS), the Public Non-Financial
Corporation (PNFC) Sector and the Public Financial Corporation (PFC) Sector. These sectors are
determined in accordance with the principles and rules contained in the Australian Bureau of Statistics
Australian System of Government Finance Statistics: Concepts, Sources and Methods 2015 (cat. No.5514)
(ABS GFS Manual) as amended from time to time.

The NSW GGS and TSS have applied, where appropriate, not-for-profit Australian Accounting Standards and
interpretations.

The financial statements of the GGS and TSS for the year ended 30 June 2023 were authorised for issue by
the Treasurer on 18 January 2024. This report was issued from:

Treasury

52 Martin Place
Sydney NSW 2000
AUSTRALIA
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Note 1

Basis of Preparation

The Total State Sector Accounts (TSSA) are general purpose financial statements. The purpose of these
financial statements is to provide users with information about the stewardship of the NSW Government in
relation to the TSS and GGS. It also provides information that facilitates assessments of the macroeconomic
impact of the State.

The financial statements of the TSS and the GGS have been prepared in accordance with:

« applicable Australian Accounting Standards (which include paragraphs applicable to not-for-profit entities
and Australian Interpretations), in particular, AASB 1049 Whole of Government and General Government
Sector Financial Reporting (AASB 1049); and

« division 7.4 of the Government Sector Finance Act 2018 (GSF Act).

The financial statements are prepared using the accrual basis of accounting, which recognises the effect of
transactions and events when they occur. Property, plant and equipment (including service concession
assets), certain intangible assets, forestry stock and other biological assets, investment property, assets (or
disposal groups) held-for-sale, investment in other public sector entities and financial instruments not
measured at amortised cost are measured at fair value. Other financial statement items are prepared in
accordance with the historical cost convention, except where specified otherwise.

In accordance with AASB 1049, the financial statements of the GGS are included as a separate column
adjacent to the TSS financial information. AASB 1049 harmonises Government Finance Statistics (GFS) with
Generally Accepted Accounting Principles (GAAP) to the extent that GFS does not conflict with GAAP. This
requires the selection of options within the Australian Accounting Standards that harmonise with the ABS
GFS Manual. A glossary of key technical terms used in the financial statements, including relevant GFS
terminology, is included in Note 40: Key Technical Terms used in the Financial Statements.

The financial statements are presented in Australian dollars which is the State’s presentation and functional
currency. All amounts are rounded to the nearest one million dollars ($m), except when otherwise indicated.

Use of a zero (‘0’) represents amounts rounded down to zero. Use of three dots (‘...") represents nil amounts.
Tables may not add in all instances due to rounding.

Significant Events During the 2022-23 Reporting Period

The NSW State Election in March 2023 resulted in a change in government which brought changes to NSW
Cabinet Ministers, being key management personnel of the State and related parties to all NSW
Government-controlled entities. Machinery of Government changes occurred during the 2022-23 reporting
period and will also occur in 2023-24.

Principles of Consolidation

The TSSA consolidates all assets, liabilities, equities, revenues and expenses of the entities controlled by the
NSW Government, in accordance with AASB 10 Consolidated Financial Statements (AASB 10). The GGS
financial statements consolidate only those entities within the GGS, using the consolidation procedures
specified in AASB 10, except as described below.

The State controls an entity when it is exposed to, or has rights to, variable returns from its involvement with
the entity and has the ability to affect those returns through its power over the entity. The State re-assesses
whether it controls an entity if facts and circumstances indicate that there are changes to one or more of the
three elements of control. The State's controlled entities are consolidated from the date on which control
commences and deconsolidated from the date control ceases.

The GGS Statement of Financial Position records an equity investment in government controlled entities
within the PNFC and PFC sectors as required by AASB 1049. The equity investment is measured at the
government's share of the carrying amount of the net assets of the PNFC or PFC entity before consolidation
eliminations. Where the carrying amount of a PNFC or PFC entity’s net assets is less than zero (before
consolidation adjustments), the amount is not included in the GGS's equity investment, however the net
liabilities will be consolidated at the TSS level. Changes in the carrying amount of the equity investment from
period to period is recognised through other comprehensive income.
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Note 1

Entities which are not controlled by the State, including local government bodies, universities, certain reserve
trusts created under the Crown Land Management Act 2016, hospitals listed under Schedule 3 of the Health
Services Act 1997, the State's Superannuation Funds, trust funds under management that are not controlled,
the NSW Aboriginal Land Council and most professional registration and marketing authorities, are not
consolidated into the financial statements of the State. In preparing consolidated financial statements, all
transactions and balances between NSW Government agencies (for the TSSA) and between GGS agencies
(for the GGS financial statements) have been eliminated. Where agencies adopt dissimilar accounting
policies and their effect is considered material, adjustments are made to ensure consistent policies are
adopted.

If the State loses control over an entity, it derecognises the related assets (including goodwill), liabilities and
other components of equity, while any resultant gain or loss is recognised in the operating result. Any
investment retained is recognised at fair value.

Details of consolidated entities are included in Note 39: Details of Consolidated Entities.

Presentation in the 2022-23 Financial Statements

Certain comparatives have been restated to ensure alignment with current year presentation or for the
correction of material prior period errors. The impact of any prior year adjustments is noted in Note 34:
Restatement/Corrections to Prior Years.

Consolidated Statement of Comprehensive Income Presentation

All amounts included in the comprehensive result (total change in net worth before transactions with owners
as owners) are classified as ‘transactions’ or ‘other economic flows’ consistent with the principles in the ABS
GFS Manual and AASB 1049.

‘Transactions’ are a result of mutually agreed interactions between parties. ‘Other economic flows’ result from
a change in the volume or value of an asset or liability that does not result from a ‘transaction’, including
revaluations resulting from changes in market prices and other gains and losses that result from changes in
the volume of assets.

‘Other economic flows’ are separated between those recognised in the operating result and those recognised
in other comprehensive income.

Revenue

Revenues are transactions that result in increases of net worth. The specific policies adopted for the
recognition of significant categories of revenue are discussed in Note 2: Revenue.

Expenses

Expenses are transactions that result in a reduction of net worth. The specific policies adopted for the
recognition of significant categories of expenses are discussed in Note 3: Expenses.

Volunteer Services

Under AASB 1058 Income of Not-for-Profit Entities (AASB 1058), receipt of volunteer services is recognised
as an asset or expense when the fair value of those services can be reliably measured, and the services
would have been purchased if not donated.

The operations of volunteer services are dependent on the services provided by volunteer firefighters,
emergency service volunteers, and other volunteers. Their contributions are essential to the provision of
comprehensive, efficient, and effective emergency services throughout New South Wales. Other volunteer
services include activities for health related services.

The contribution and cost of these volunteer services have not been recognised by the State as the services
donated would not have been purchased. The State does not currently purchase alternative services when
volunteer numbers fluctuate.
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Note 1

Consolidated Statement of Financial Position Presentation

Assets

Assets recognised in the Consolidated Statement of Financial Position are classified into financial and non-
financial assets, in order of liquidity.

Liabilities
Liabilities in the Consolidated Statement of Financial Position are presented in order of liquidity.

Current/Non-Current Classification

Assets and liabilities are classified as either 'current’ or 'non-current' in the associated notes of the Statement
of Financial Position.

Assets are classified as 'current' when their carrying amount is expected to be realised within 12 months
after the reporting date. Liabilities are classified as 'current' when they are due to be settled within 12 months
after the reporting date, or the controlled entity does not have an unconditional right to defer settlement to
beyond 12 months after the reporting date.

All other assets and liabilities are classified as non-current.

Valuation Techniques, Inputs and Processes

A number of the State’s accounting policies and disclosures require the measurement of both financial and
non-financial assets and liabilities at fair value. Agencies are responsible for determining the appropriate
valuation techniques, inputs and processes to be undertaken to determine the fair value of their financial
assets and liabilities in accordance with AASB 13 Fair Value Measurement (AASB 13).

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or transfer the liability takes place either in the principal
market for the asset or liability or in the absence of a principal market, in the most advantageous market for
the asset or liability.

When measuring fair value in accordance with AASB 13, the valuation technique used maximises the use of
relevant observable inputs and minimises the use of unobservable inputs.

Under AASB 13, the State categorises, for disclosure purposes, the valuation technique based on the inputs
used in the valuation technique within the fair value hierarchy as follows:

* Level 1 — quoted prices (unadjusted) in active markets for identical assets or liabilities that the State can
access at the measurement date;

* Level 2 — inputs other than quoted prices included within Level 1 that are observable, either directly or
indirectly;

* Level 3 —inputs that are not based on observable market data (unobservable inputs).

The State recognises transfers between levels of the fair value hierarchy at the end of the reporting period
during which the change has occurred.

Refer to the relevant notes for further disclosures regarding fair value measurements of financial and non-
financial assets. Transfers between levels within the fair value hierarchy during the year are disclosed in
Note 17: Property, Plant and Equipment and Note 29: Financial Instruments.

Significant Accounting Estimates and Judgements

Judgement, estimates and assumptions are required to be made that affect the application of policies and
reported amounts of assets and liabilities, income and expenses. The estimates and associated assumptions
are based on professional judgements derived from historical experience, independent valuations and/or
various other factors that are believed to be reasonable under the circumstances. These results form the
basis of making judgements about the carrying values of assets and liabilities that are not readily apparent
from market observable data. Actual results may differ from these estimates.
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Note 1

Revisions to accounting estimates are recognised in the period in which the estimate is revised and in future
periods that are affected by the revision. Estimates and judgements are continually evaluated.

Judgements, key assumptions and estimations that have been made in the preparation of the financial
statements are outlined below and/or disclosed in the relevant notes to the financial statements.

Judgements

Information about judgements made in applying accounting policies that have the most significant effects on
the amounts recognised in the financial statements are included in the following notes:

» the recognition and classification of transactions that are/contain a donation or a contract with a
customer (refer to Note 2: Revenue);

« the recognition of revenue and allocation of the transaction price for contracts with customers (refer to
Note 2: Revenue);

* an assessment whether a TCorp Investment Management (TCorplM) Fund is controlled by the State or
whether the State has joint control or significant influence over a TCorpIM Fund. Determining control or
joint control in respect of these funds, under AASB 10 Consolidated Financial Statements and AASB 11
Joint Arrangements, is based on a combination of the rights of investors to remove TCorp as trustee and
manager of a fund and the level of the State’s aggregate economic interest. Where the State does not
have control or joint control, it has been determined the State does not have significant influence over
TCorplM Funds, as the State’s decision-making rights as agent (as trustee and manager of a fund) must
be exercised for the benefit of all unitholders collectively and exist independently of the distribution of
unitholdings;

* an assessment whether investees of TCorpIM Funds controlled by the State are controlled or jointly
controlled by the TCorpIM Funds or whether the TCorplM Funds have significant influence over the
investees;

» the accounting of equity investments including equity investments and transfers to the PNFC and PFC
sectors (refer to Note 11: Equity Investments);

» the classification of non-current assets (or disposal groups) as held for sale (refer to Note 15: Assets
Classified as Held for Sale);

» the State has determined that it is not probable a liability arises to pay superannuation on annual leave
loading. This position has been formed based on current inquiries, other information currently available
to management, and after considering the facts from a decision in the Federal Court of Australia: Finance
Sector Union of Australia v Commonwealth Bank of Australia [2022] FedCFamC2G 409. That decision
confirmed that, in relation to the industrial agreement considered in that case, annual leave loading did
not form part of ordinary time earnings and therefore, did not require superannuation contributions to be
made under superannuation guarantee legislation because the obligation to pay annual leave loading
was not referable to ordinary hours of work or to ordinary rates of pay. Rather, it was paid by reference to
the period of annual leave, and for the purpose of compensating employees for their loss of opportunity
to work additional hours at higher rates during this period. This position will be re-assessed in future
reporting periods as new information comes to light on this matter; and

* recognition and classification of finance and operating leases by the State in its capacity as a lessor
(refer to Note 18: Leases).

Assumptions and Estimation Uncertainties

Information about assumptions and estimation uncertainties at the reporting date that have a significant risk
of resulting in a material adjustment to the carrying amounts of assets and liabilities within the next financial
year are included in the following notes:

» the net realisable value of inventories and loss of service potential of inventories held for distribution
(refer to Note 13: Inventories);

» the useful lives of property, plant and equipment (including service concession assets) (refer to Note 17:
Property, Plant and Equipment) and intangibles (refer to Note 19: Intangibles);

» the fair value of forestry stock and other biological assets, non-current assets held for sale, investment
properties, property, plant and equipment (including service concession assets), and intangibles (refer to
Note 14: Forestry Stock and Other Biological Assets, Note 15: Assets Classified as Held for Sale, Note
16: Investment Properties, Note 17: Property, Plant and Equipment, and Note 19: Intangibles);
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» the recognition and measurement of service concession assets and associated service concession
financial liabilities and grant of the right to operate (GORTO) liabilities (refer to Note 17: Property, Plant
and Equipment);

* recognition of impairment for non-financial assets (refer to Note 17: Property, Plant and Equipment, Note
18: Leases and Note 19: Intangibles);

» the estimation of uncertainties made in relation to lease accounting (refer to Note 18: Leases);

» actuarial assumptions for employee benefit provisions and superannuation liabilities that are based on
the likely tenure of existing staff, patterns of leave claims, future salary movements and future discount
rates (refer to Note 25: Employee Benefits Liabilities and Note 26: Superannuation Provisions);

» the estimation of provisions for outstanding claims (refer to Note 27: Other Provisions);

» the estimation of fair value for certain financial assets and financial liabilities measured at level 3 of the
fair value hierarchy and the estimation of expected credit losses (ECLs) for receivables, contract assets
and other financial assets at amortised cost (refer to Note 29: Financial Instruments); and

* an assessment of contingent liabilities, commitments and guarantees (refer to Note 32: Contingent
Liabilities and Contingent Assets).

Catholic Metropolitan Cemeteries Trust

The financial information related to Catholic Metropolitan Cemeteries Trust (CMCT), an entity assessed by
NSW Treasury as being controlled by the State, has been consolidated into the TSSA under AASB 10. As a
controlled entity, CMCT is required to prepare financial statements under section 7.6 of the GSF Act and
have these audited by the Auditor-General under section 34 of the Government Sector Audit Act 1983 (GSA
Act). However, consistent with prior year, access to management, books and records of CMCT was not made
available to the NSW Government, nor to the Auditor-General for New South Wales for the purpose of a
financial audit. The financial statements of CMCT were audited by a third party auditor, who was appointed
by the CMCT have been provided to NSW Treasury. The third party auditor’s opinion states that the CMCT’s
financial statements have been prepared in accordance with Australian Accounting Standards, but it does not
provide any opinion as to whether they have been prepared in accordance with the GSF Act or relevant
Treasurer’s directions. The audit of those financial statements is not an audit conducted by the Auditor-
General for New South Wales in accordance with the GSA Act. The financial statements of CMCT have been
used only for the purposes of consolidation of the CMCT into the TSSA. Net Assets of $321 million (2022:
$295 million) and Total Comprehensive Income/(Loss) for the period of $26 million (2022: $(2) million) have
been consolidated within the TSSA.

NSW Treasury confirms that to the best of our knowledge and based on all information known and assessed
to date, we confirm under AASB 10, the State is assessed as controlling the CMCT as at 30 June 2023.

Statutory Land Managers and Commons Trusts

There are 579 Category 2 Statutory Land Managers (SLMs) and 119 Commons Trusts (CTs) entities
controlled by the State.

Section 7.6 of the Government Sector Finance Act (GSF Act) requires SLMs and CTs to prepare annual
financial statements and to give them to the Auditor-General for audit, unless they meet reporting exemption
criteria specified in the Government Sector Finance Regulation 2018. The majority of these entities have not
prepared financial statements in accordance with the GSF Act. This is because, for more than 85 per cent of
these entities (when exemptions were last assessed, as at the end of 2021-22), their small size means that
they meet the prescribed reporting exemption criteria and are therefore not required to do so. The remainder
do not meet the reporting exemption criteria, but many have not complied with their obligations under section
7.6 of the GSF Act.

The land managed by all SLMs and CTs is valued each year by the Department of Planning and
Environment (DPE) and this land value is included in the TSSA in aggregate ($466 million, 2021-22: $318
million). However, non-land assets, liabilities and operating revenues and expenditures of SLMs and CTs
have not been consolidated in the TSSA, consistent with prior years.

As part of the preparation for the TSSA, NSW Treasury and DPE reviewed the evidence available to support
the value of non-land assets, liabilities, revenues and expenditures of the SLMs and CTs. This included
financial statements of 30 of the largest SLMs and CTs, self-reported financial information for around 400
SLMs and CTs, asset valuations, aerial photography, review of business operations, risks, legal claims,
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insurance arrangements and limitations imposed due to the scale and bespoke nature of the operations.
DPE facilitated further engagement with SLMs and CTs to identify additional information.

Although the review provided valuable information about the SLMs and CTs, it did identify limitations in the
financial information available from the SLMs and CTs, and limited information to support compliance with
accounting policies and relevant Treasurer’s directions.

Treasury and DPE will conduct a further review of financial reporting arrangements for all SLMs and CTs
during 2023-24.

Impact of COVID-19 and Natural Disaster Matters

The State of NSW has broadly rebounded from the global COVID-19 pandemic. The State has been
impacted by a range of natural disasters since 2019, including floods and fires across parts of regional New
South Wales and continues to re-evaluate balances requiring the use of judgement, estimates and
assumptions. Revisions to judgements and estimates from this review have been applied in the recognition
and measurement of the State’s assets and liabilities for conditions that existed at the end of the reporting
period.

The areas involving significant estimates or judgements that have been impacted by COVID-19 and natural
disasters include:

Inventories - the amount held for distribution has decreased by $483 million for the State primarily due to
the impairment and disposal of rapid antigen tests (2021-22: $250 million increase primarily due to the
procurement of rapid antigen tests as a response measure to COVID-19). The State has written-off $138
million (2021-22: $373 million) of medical and surgical supplies that have expired or are not fit-for-purpose
and has made an allowance for impairment of $286 million (2021-22: $247 million) for these inventories.

Property, Plant and Equipment - some property, plant and equipment of the State was destroyed or
damaged by flooding events throughout the 2022-23 financial year and in the comparative 2021-22 financial
year. Additional stock-taking procedures continue to be completed to identify and dispose of destroyed
assets. Impairment testing and revaluation reviews have been performed to recalculate the carrying amount
of damaged property, plant and equipment where service potential has been reduced by natural disaster
events. Refer to Note 17: Property, Plant and Equipment for balances impaired.

Right-of-Use Assets - continued remote and hybrid working patterns continue to impact market rentals
across the State and the value of these leased assets throughout the 2022-23 financial year. The State
continues to perform impairment testing, including impairment reversal testing, to assess whether the
carrying amount of these assets exceeds their recoverable amount.

Other Significant Accounting Policies

Accounting for the Goods and Services Tax (GST)

In accordance with Interpretation 1031 Accounting for the Goods and Services Tax, revenues, expenses and
assets are recognised net of the amount of GST, except:

» where the amount of GST incurred as a purchaser is not recoverable from the Australian Taxation Office
(ATO), it is recognised as part of the cost of acquisition of an asset or as part of an item of expense; and

* receivables and payables are stated with the amount of GST included.

The net amount of GST recoverable from, or payable to, the ATO is included as part of receivables or
payables in the Consolidated Statement of Financial Position.

Cash flows are included in the Consolidated Statement of Cash Flows on a gross basis and the GST
component of cash flows arising from investing and financing activities, which is recoverable from, or payable
to, the ATO is classified as part of operating cash flows. Therefore, cash flows arising from investing and
financing activities are included net of GST recoverable from or payable to the ATO.

Foreign Currency Translation

Transactions in foreign currencies are recorded using the spot rate at the date the transaction first qualifies
for recognition.

Monetary assets and liabilities denominated in foreign currencies are translated at the functional currency
spot rates of exchange at the end of the reporting date. Differences arising on settlement or translation of
monetary items are recognised in other economic flows — included in the operating result.
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Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using
the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a
foreign currency are translated using the exchange rates at the date when the fair value is determined. The
gain or loss arising on translation of non-monetary items measured at fair value is treated in line with the
recognition of the gain or loss on the change in fair value of the item (i.e. translation differences on items
whose fair value gain or loss is recognised in other comprehensive income or other economic flows —
included in the operating result are also recognised in other comprehensive income or other economic flows
— included in the operating result, respectively).

Changes in Accounting Policy, including New and Amended Standards and Interpretations

Several amendments and interpretations apply for the first time in the 2022-23 financial year, but do not have
a material impact on the financial statements of the State.

New Accounting Standards Issued but Not Yet Effective

Certain new accounting standards and interpretations have been published that are not mandatory for the 30
June 2023 reporting period.

AASB 17 Insurance Contracts

AASB 17 Insurance Contracts (AASB 17) replaces AASB 4 Insurance Contracts, AASB 1023 General
Insurance Contracts and AASB 1038 Life Insurance Contracts. Australian Accounting Standard AASB 2022-9
Amendments to Australian Accounting Standards — Insurance Contracts in the Public Sector was issued in
December 2022 and amends AASB 17 to include modifications that apply to public sector entities. AASB 17
is effective for public sector insurers from 1 July 2026.

An assessment is in the process of being completed to assess the impact of the new requirements and
emerging industry guidance on financial statements.

There are no other standards that are not yet effective and that are expected to have a material impact on
the State’s financial statements in the current or future reporting periods and on foreseeable future
transactions.
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Note 2: Revenue

Taxation

Government-assessed and taxpayer-assessed taxation income is recognised under AASB 1058 when the
underlying taxable event that results in a right to receive income has occurred unless it cannot be measured
reliably until after the financial statements are authorised for issue. Taxpayer assessed revenues (including
payroll tax and lotteries tax) are reliably measured when payments or returns are received.

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Taxation - Non-Contractual Income from Statutory Requirements

Payroll Tax 11,551 9,069 11,354 8,910
Transfer Duties 12,253 16,615 12,253 16,615
Land Tax 6,001 4,838 5,952 4,797
Gambling and Betting 3,374 2,431 3,374 2,431
Motor Vehicle Taxes 2,780 2,566 2,780 2,566
Other 3,788 3,488 4,198 3,773

39,747 39,007 39,911 39,092

Grants and Subsidies

Revenue from grants with sufficiently specific performance obligations (SSPOs) are recognised under AASB
15 Revenue from Contracts with Customers (AASB 15) when the State satisfies a performance obligation by
transferring the promised goods or services. Grant agreements with SSPOs include certain Commonwealth
specific purpose and national partnership agreements (including National Health Reform Funding
agreements). The State’s obligations under these agreements primarily relate to the delivery of public health
services including clinical trials, research, screening programs, disease surveillance, dental services,
immunisation programs and other community health projects. These contractual services are to be provided
by the State over the next one to four years.

Revenue from each distinct performance obligation in the agreement is primarily recognised over time based
on the progress towards satisfaction of the performance obligation. Various methods are employed to
recognise revenue over time, depending on the nature and terms and conditions of the grant contract. The
most common method applied is the output method which is based on the milestones reached. Payments
are provided upon completion of each milestone and submission of the performance report for each
completed milestone by the due dates stipulated in the contract agreements and/or its schedules.

Revenue from grants with SSPOs are recognised based on the grant amount specified in the funding
agreement/funding approval, and revenue is only recognised to the extent that it is highly probable that a
significant reversal will not occur. No element of financing is deemed present as funding payments are
usually received in advance or shortly after the relevant obligation is satisfied.

Refer to Note 12: Contract Balances for the transaction price allocated to the performance obligations that
have not been satisfied at the end of the year and the time periods when it is expected to be recognised as
revenue.

Income from grants to acquire/construct a recognisable non-financial asset to be controlled by the State is
recognised under AASB 1058 when the State satisfies the obligation under the transfer. The State primarily
satisfies performance obligations under the transfer to construct assets over time as the non-financial assets
are being constructed. The percentage of cost incurred is used to recognise income, because this most
closely reflects the progress of non-financial asset construction and completion. Grants to acquire/construct
recognisable non-financial assets primarily relate to Commonwealth funding received for the construction
and upgrade of road and transport infrastructure assets.

Income from grants without SSPOs are recognised under AASB 1058 when the State obtains control over
the granted assets recognised under applicable accounting standards (e.g. cash and cash equivalents).
Such funding includes GST funding, national partnership payments, and certain recurrent specific purpose
payments received from the Commonwealth.
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General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Grants and Subsidies Revenue

Commonwealth General Purpose®® 26,024 23,298 26,024 23,298
Commonwealth Specific Purpose Payments 12,286 11,100 12,286 11,100
Commonwealth National Partnership Payments 5,837 9,220 5,837 9,220
Other Grants and Subsidies 1,426 1,270 1,238 1,215
45,572 44,887 45,385 44,833
Grants and Subsidies Revenue and Income Recognition
Approaches
Grants and Subsidies with Sufficiently Specific Performance Obligations 7,505 8,655 7,506 8,657
Grants and Subsidies Relating to the Acquisition or Construction of
Recognisable Non-Financial Assets to be Controlled by the State 2,409 1,897 2,409 1,897
Grants and Subsidies without Sufficiently Specific Performance
Obligations 35,658 34,335 35,470 34,279

45,572 44,887 45,385 44,833

(a) General purpose recurrent grants mainly comprise the State’s share of GST funding.

Transfer Payments from the Commonwealth

Grant revenue and expenses exclude the following transfer payments from the Commonwealth that the State
on-passes to third parties. They are not recorded as the State’s revenue and expenses as the State has no
control over the amounts that it on-passes.

General Total
Transfer Payments from the Commonwealth Government on- Government Sector State Sector

passed by NSW to Third Parties 2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Transfer Receipts

Transfer Receipts for Specific Purposes 6,748 6,241 6,748 6,241
6,748 6,241 6,748 6,241

Transfer Payments
Transfer Payments to Local Government 1,188 1,078 1,188 1,078
Transfer Payments to the Private and Not-For-Profit Sector 5,560 5,163 5,560 5,163
6,748 6,241 6,748 6,241

Sale of Goods and Services

Sale of goods and rendering of other services are recognised in accordance with the requirements of AASB
15. Revenue is recognised when the State satisfies a performance obligation by transferring the promised
goods or services. Revenue is measured based on the consideration specified in the contract with a
customer.

The transaction price for sales of goods and rendering of services takes into account estimates of variable
consideration such as discounts and refunds. The State does not expect to have any significant contracts
where the period between the transfer of promised goods or services to the customer and payment by the
customer exceeds one year. As a consequence, the State does not adjust transaction prices for the time
value of money for most revenues from contracts with customers.

Non-intellectual property licence fees arising from statutory requirements, excluding short-term and low value
licences, are recognised as revenue under AASB 15 when the licence is issued. The State has elected to not
apply the requirements of AASB 15 and accompanying application guidance to short-term licences and
licences for which the transaction price is of low value. Revenue for these licences is recognised on a
straight-line basis or another systemic basis over the licence period.

Refer to Note 12: Contract Balances for the disclosure of the aggregate amount of the transaction price
allocated to performance obligations that are unsatisfied (or partially unsatisfied) at the end of the reporting
period, and the time periods when the State expects to recognise the unsatisfied portion as revenue.

Rental revenue arising from operating leases is recognised on a straight-line basis over the lease term under
AASB 16 Leases (AASB 16).

Total State Sector Accounts 6-27



Note 2

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Sale of Goods and Services Comprises Revenue from:
Revenue from Contracts with Customers

Sale of Goods and Rendering of Other Services® 8,237 7,965 12,915 11,040
Licence Fees 759 738 759 738

Rental Income
Rentals from Public Housing and Non-Investment Properties 357 329 1,357 1,208
Rentals from Investment Properties 0 93 63
Other 347 419 278 366
9,700 9,451 15,402 13,414

Rentals from the provision of Public Housing includes:

Market Rent and Other Tenant Charges 68 79 1,900 1,970
Less: Rental Subsidies to Tenants (22) (27) (1,079) (1,176)
46 52 821 794

(a) In2022-23, there was $1,707 million revenue (2021-22: $2,137 million) in the GGS related to the Transport Asset Holding Entity of New
South Wales (TAHE) recognised in sale of goods and rendering of other services.
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The following table provides information about the nature and timing of the satisfaction of performance
obligations, significant payment terms and revenue recognition approaches for the State’s key revenues
generated from the sale of goods and rendering of other services.

Type of Good or

Nature of Timing of Satisfaction of Performance

Revenue Recognition Policies

Service
Sale of Goods

Obligation, Including Significant Payment Terms

The State sells goods including forestry products, vehicle
plates, pharmaceutical supplies and prosthesis. The State
typically satisfies its performance obligations when
customers obtain control of the goods.

Payments are typically due when invoiced or within agreed
billing terms.

Revenue is recognised when the customer
obtains control of the goods, typically when the
goods are delivered to the customer.

Electricity
Distribution
Services

The State provides electricity distribution, meter reading, and
public lighting services. Customers simultaneously receive
and consume distribution services as the State provides the
service.

Distribution services are billed to retailers based on energy
consumption and tariff rates determined by the regulator.
Invoices are issued monthly and are usually payable within
15-30 days.

Revenue is recognised over time as electricity
distribution services are provided. Unbilled
services are accrued based on the historical
consumption of customers and prices per
customer class.

Health Services

The State recognises revenue from health patient and non-
patient services with performance obligations being fulfilled
at health service completion.

Customers of health services are either billed at the time-of-
service delivery or in accordance with contractual
agreements. The payments for these services are typically
due when invoiced.

Revenue for patient services is recognised on an
accrual basis when the service has been
provided to the patient.

Revenue from non-patient services is recognised
when the promised services are delivered

Transport
Passenger
Services

The State recognises revenue from passenger services
including train, bus and ferries trips. These revenues include
proceeds from OPAL cards and ticket sales. Passenger
services revenue is measured at the transaction price which
is the price per passenger trip and includes any discounts
provided to customers.

Payments from customers are received either in advance or
at the time-of-service provision.

Revenue is recognised when the service is
provided to the customers.

Water and Water
Related Services

The State recognises revenue from water retail, wastewater
and trade waste services consisting primarily of volumetric
and fixed availability charges. Customers simultaneously
consume those services when provided by the State.

Water services are billed to customers based on water
consumption and prices determined by the regulator or
customer agreement. Invoices are issued monthly or
quarterly and are usually payable within 30 days.

Revenue from volumetric charges is recognised
over time with the transfer and consumption of
water and water related services. The State
recognises an estimate for the accrued revenue
earned from unbilled consumption when meters
have not been read as at the reporting date.

Revenue from fixed service availability charges
received in advance is recognised evenly over
time as customers receive service connections.

Services - Other

The State recognises revenue from other services rendered
including education, road tolls and transportation access

Revenues from other services are recognised
when the service is provided by reference to the

charges, court and tribunal administration services, wharfage type and stage of services provided to date.

and pilotage services, event entry and management, and
auxiliary administration support.

Revenue is measured at the transaction price agreed under
the contract. Payments are due either at service provision
date, within agreed billing terms, or on key contract
milestone dates.

Refer to Note 12: Contract Balances for the disclosure of the aggregate amount of the transaction price
allocated to performance obligations that are unsatisfied (or partially unsatisfied) at the end of the reporting
period, and when the entity expects to recognise the unsatisfied portion as revenue.
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Interest

Interest revenue is recognised under AASB 9 by applying the effective interest rate to the gross carrying
amount of a financial asset except for financial assets that subsequently become credit impaired. For
financial assets that become credit impaired, the effective interest rate is applied to the amortised cost of the
financial asset (i.e. after deducting the loss allowance for ECLSs).

Gains and losses on the revaluation of investments do not form part of revenue from transactions but are
reported as part of other economic flows — included in the operating result in the Consolidated Statement of
Comprehensive Income.

Refer to Note 29: Financial Instruments for further information on interest income classified by financial
instrument measurement categories.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Interest Revenue comprises:

Interest from TCorplM Cash Funds 2

Interest from Deposits with TCorp 8 2

Interest from Other Financial Assets® 537 258 2,476 1,042
545 262 2,476 1,042

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Dividend and Income Tax Equivalents from Other Sectors

The GGS receives dividends and tax equivalent payments (pursuant to National Competition Policy, the
National Tax Equivalent Regime and the Tax Equivalent Regime) from some of the State’s PNFC and PFC
agencies. On consolidation, dividend and income tax equivalent entries are eliminated for the TSS.

Dividend income is recognised under AASB 9 in revenue from transactions during the period when the
GGS'’s right to receive the payment has been established. Dividends paid out of asset sale proceeds are
recorded in other economic flows — included in the operating result.

Income tax equivalents (represented by the current tax payable/receivable by/from the PNFC and PFC
sectors) are recognised under AASB 1058 in revenue from transactions when the underlying taxable event
that results in a right to receive income has occurred unless it cannot be measured reliably until after the
financial statements are authorised for issue.

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Dividend and Income Tax Equivalents from Other Sectors:

Dividends from the PNFC Sector 213 201
Dividends from the PFC Sector 106 95
Income Tax Equivalents from the PNFC Sector 108 116
Income Tax Equivalents from the PFC Sector 55 42

483 454
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Other Dividends and Distributions

Distributions from managed funds in the GGS are mainly from the State’s investments in TCorplM Funds.
These are eliminated on consolidation of the TSS. Distributions in the TSS are mainly distributions received
by TCorpIM Funds controlled by the State from their financial assets and distributions from TCorpIM Funds
not controlled by the State. Other dividends include dividends received from investments in entities other
than the PNFC and PFC sectors. Dividend income is recognised under AASB 9 in revenue from transactions
in the period when the State’s right to receive the payment have been established.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Other Dividends and Distributions:

Distributions from Managed Funds and Other Investments® 1,256 2,423 953 799
Dividends from Associates and Joint Ventures 211 19 218 24
1,467 2,442 1,172 823

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Fines, Regulatory Fees and Other Revenues

Fines, regulatory fees and other revenues are recognised and measured throughout the 2022-23 financial
year as follows:

* Industry and developer contributions are recognised as revenue under AASB 15 at a point in time, being
the time that the State takes control of the contribution / asset or when the customer is connected to a
network.

* Royalties from mining are recognised under AASB 1058 when the underlying event that results in a right
to receive income has occurred, unless it cannot be measured reliably until after the financial statements
are authorised for issue.

* Fines issued by the courts are recognised as income under AASB 1058 when the fine is issued. Traffic
infringement fines are recognised when the cash is received. Revenue from enforcement orders is
regarded as being reliably measured when the order is issued.

+ Donations and other contributions without SSPOs are recognised as income under AASB 1058 when the
State obtains control over the financial or non-financial asset.

* Revenue from grant of a right to operator (GORTO) service concession arrangements is recognised
under AASB 1059 Service Concession Arrangements: Grantors according to the economic substance of
each service concession arrangement.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Fines, Regulatory Fees and Other Revenues comprise:
Revenue from Contracts with Customers

Industry and Developer Contributions 373 340
Non-Contractual Income Arising from Statutory Requirements
Royalties from Mining 4,658 3,709 4,658 3,709
Fines 800 812 805 816
Regulatory Fees 138 131 144 137
Other Incomes
Donations and Other Contributions® 996 740 1,004 722
Revenue Related to Service Concession Arrangements® 666 646 666 646
Other Revenue® 1,130 944 1,251 1,060
8,388 6,982 8,901 7,429

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

(b) Donations and contributions include $2 million (2021-22: $130 million) in-kind contributions of COVID-19 vaccines received from the
Commonwealth Government.

(c) This revenue reflects the progressive unwinding of grant of right to operate liabilities (Note 28: Other Liabilities) over the remaining period of
the arrangements. Refer to Note 17: Property, Plant and Equipment for further details on service concession arrangements.
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Disaggregation of Revenue from Contracts with Customers

Revenue from contracts with customers is disaggregated by NSW Government function (policy area) in the

following tables.

General Government Sector

2022-23

Disaggregation of Revenue from Contracts with Customers

by Function (Policy Area)

Grants and

Subsidies with

Sufficiently
Specific

Performance

Obligations
$m

Sale of
Goods and
Rendering

of Other

$m

Licence
Services Fees

Industry and
Developer
contributions

$m

Total
$m

General Public Services 411 1 418
Defence 0 0
Public Order and Safety 423 74 498
Economic Affairs 29 237 22 288
Environment Protection 91 0 91
Housing and Community Amenities 63 471 0 534
Health 7,328 2,711 10 10,049
Recreation, Culture and Religion 154 0 161
Education 709 0 713
Social Protection 30 0 30
Transport 67 3,000 652 3,719
Total 7,505 8,237 759 16,501

2021-22

Disaggregation of Revenue from Contracts with
Customers by Function (Policy Area)

Grants and
Subsidies with
Sufficiently
Specific

Performance
Obligations

$m

Sale of
Goods and
Rendering
of Other Licence
Services Fees

$m $m

Industry and
Developer
contributions

$m

Total
$m

General Public Services 7 273 29 309
Defence
Public Order and Safety 358 75 433
Economic Affairs 10 167 23 200
Environment Protection 7 98 105
Housing and Community Amenities 50 541 1 592
Health 8,492 2,362 9 10,863
Recreation, Culture and Religion 2 86 0 88
Education 9 521 530
Social Protection 30 30
Transport 78 3,530 602 4,210
Total 8,655 7,965 738 17,358
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Note 2

Total State Sector

2022-23 Grants and
Subsidies with  Sale of
Sufficiently  Goods and
Specific Rendering Industry and

Performance of Other Licence Developer
Obligations Services Fees contributions

$m $m $m $m

Disaggregation of Revenue from Contracts with
Customers by Function (Policy Area)

General Public Services 6 615 1 622
Defence
Public Order and Safety 1 415 74 0 490
Economic Affairs 29 2,761 22 207 3,019
Environment Protection 117 0 117
Housing and Community Amenities 64 3,192 166 3,422
Health 7,328 2,712 10 10,050
Recreation, Culture and Religion 7 682 689
Education 4 709 713
Social Protection 31 31
Transport 67 1,682 652 2,401
Total 7,506 12,915 759 373 21,554

Grants and
Subsidies with  Sale of
Sufficiently  Goods and
Specific Rendering Industry and

Performance of Other Licence Developer
Obligations Services Fees contributions

$m $m $m $m

Disaggregation of Revenue from Contracts with
Customers by Function (Policy Area)

General Public Services 7 448 29 484
Defence
Public Order and Safety 350 75 425
Economic Affairs 10 2,529 23 125 2,687
Environment Protection 7 108 115
Housing and Community Amenities 52 3,041 1 215 3,309
Health 8,492 2,358 9 10,859
Recreation, Culture and Religion 2 368 0 370
Education 9 521 530
Social Protection 30 30
Transport 78 1,287 602 1,967
Total 8,657 11,040 738 340 20,774
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Note 3

Note 3: Expenses

Employee Expenses (excluding Superannuation)

The recognition and measurement policy for employee expenses is detailed in Note 25: Employee Benefits
Liabilities. Some employee-related expenses are capitalised as part of the construction costs of certain
non-current physical assets. Payroll tax paid by GGS agencies is eliminated in the GGS financial statements,
along with the PNFC and PFC amounts, in the TSS financial statements.

General Total
Government Sector State Sector

2022-23 2021-22 2022-23  2021-22
$m $m $m $m

Employee Expenses Comprise:

Salaries and Wages (including Recreation Leave) 37,604 35,927 40,152 38,368
Long Service Leave 1,503 1,245 1,621 1,324
Workers' Compensation 2,150 1,980 2,181 2,023
Other 1,234 1,055 1,436 1,226

42,490 40,207 45,390 42,941

In addition to the above, $1,155 million (2021-22: $1,049 million) in the GGS and $1,767 million (2021-22:
$1,543 million) in the TSS has been capitalised in property, plant and equipment and intangible assets.

Superannuation Expense

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Superannuation Interest Costs Comprise:

Net Interest® 1,583 858 1,621 891
1,583 858 1,621 891

Other Superannuation Expenses Comprise:
Defined Benefit Plans, excluding Actuarial Gains/Losses® 201 291 225 313
Defined Contribution Plans 3,858 3,444 4,124 3,666
4,059 3,736 4,348 3,979

(a) Refer to Note 26: Superannuation Provisions for a dissection of defined benefit superannuation expense by component.

Depreciation and Amortisation Expenses

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated® Restated®
$m $m $m $m

Depreciation and Amortisation Expenses Comprise:
Depreciation on®

Buildings® 2,493 1,993 3,439 2,879
Plant and Equipment 1,011 934 1,264 1,196
Infrastructure Systems 2,870 2,768 4,161 3,902
Right-of-Use Assets® 838 832 1,034 1,043

Amortisation of®
Intangibles 672 554 852 730
7,884 7,081 10,750 9,749

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

(b) Refer to Note 17: Property, Plant and Equipment and Note 18: Leases for the basis of useful lives applied to calculate depreciation of
property, plant and equipment and right-of-use assets on a straight-line basis. Refer to Note 19: Intangibles for the basis of useful lives
applied to calculate amortisation of intangibles on a straight-line basis.

(c) Right-of-use assets depreciation expense is presented by class of underlying asset in Note 18: Leases. Amounts in Note 3: Expenses and
Note 18: Leases are different due to the capitalisation of depreciation.
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Note 3

Interest Expense

Interest costs, including borrowing costs under AASB 123 Borrowing Costs, are recognised as expenses in
the period in which they occur. Refer to Note 29: Financial Instruments for information on interest expense by
financial instrument measurement categories.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Interest Expenses Comprise:

Interest on Borrowings and Advances® 3,338 2,153 4,474 2,773
Interest on Lease Liabilities 266 216 461 411
Interest on Service Concession Financial Liabilities 159 104 202 150
Unwinding of Discounts on Provisions 469 54 660 55

4,232 2,527 5,797 3,389

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Other Operating Expenses

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Other Operating Expenses Comprise:

Lease Expenses®© 275 198 344 277
Contractor Fees® 2,078 2,107 2,603 2,637
Consultancy Fees 130 131 193 180
Audit Fees®
Insurance Claims® 1,594 2,394 2,401 3,584
Supplies, Services and Other®@®()©) 21,957 22,655 23,234 23,352
E\j(vti?r:nnzigm?;:ge::erﬁ? (excluding Employee Costs associated 2732 2212 4518 3,857

28,765 29,697 33,292 33,887

—
o Qo

Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Re-classifications of prior year amounts have been made to reflect improvements in the comparability to the current year.

Lease expenses include lease payments not included in the measurement of lease liabilities. Expenses include payments for short-term

leases, low-value leases and variable lease payments that do not depend on an index or rate.

(d) Fees to the Audit Office of New South Wales have not been presented because they have been eliminated in the consolidation of the GGS
and TSS. The audit fees eliminated total $30 million for the GGS (2021-22: $27 million) and $40 million for the TSS (2021-22: $37 million).
In addition, performance and other audit fees eliminated total $12 million (2021-22: $12 million) for the GGS and TSS.

(e) Higher insurance claims in the comparative 2021-22 financial year are related to a more adverse claims environment in that year (including
natural disaster occurrences, such as the March 2022 floods, and COVID-19 claims).

(f)  Supplies, Services and Other includes inventory consumption related expenses of $204 million (2021-22: $395 million) for the GGS and
$253 million (2021-22: $447 million) for the TSS, partly contributed by the write-off of medical and surgical supplies.

(9) In2022-23, there was $1,685 million of expenses (2021-22: $2,137 million) in the GGS related to TAHE recorded in supplies, services and

other.
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Note 3

Grants and Subsidies

Grants and subsidy expenses are generally comprised of cash contributions to local government authorities
and non-government organisations. They are expensed when the State transfers control of the assets. For
the GGS, they also include grants and subsidies paid to PNFCs and PFCs, which are eliminated in the TSS.

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Grants, Subsidies and Transfers for®

Recurrent Purposes® 24,378 32,643 19,261 27,922
Capital Purposes® 3,076 2,046 749 807
27,454 34,689 20,010 28,728

(a) Refer to Note 37: Disaggregated Financial Statements for information on total expenses (excluding losses) by function.

(b) The decrease in 2022-23 recurrent grant expense is predominately due to the ceasing of COVID-19 related programs,which includes the
JobSaver scheme and Small Business Grant, at the end of 2021-22 financial year.

(c) The increase in 2022-23 capital grant expense for GGS is mainly due to the recognition of the cash injection payment to TAHE from equity
investment to capital transfer expense. Refer to Note 11: Equity Investments for further details regarding TAHE.
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Note 4

Note 4: Discontinued Operations

There were no discontinued operations in the 2022-23 financial year (2021-22: Nil).
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Note 5

Note 5: Other Economic Flows Included in the Operating Result

Other economic flows mainly comprise of gains and losses on re-measurement of assets and liabilities.
These gains or losses are other economic flows, which are included in the operating result or other
comprehensive income.

Refer to Note 29: Financial Instruments for information on fair value adjustments to financial instruments by
financial instrument measurement categories.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Gain/(Loss) from Liabilities

Changes in Discount Rates for Long Service Leave Liabilities® 84 1,877 84 1,970
Changes in Discount Rates for Land Remediation Provisions 1) 0) (1) 0)
Changes in Discount and Inflation Rates for Insurance Liabilities®® (269) 985 (303) 2,584
Net Gain / (Losses) for Remeasurement of Interests in TCorpIM Funds of
Investors Not Controlled by the State® (752) 429
(186) 2,862 (972) 4,983
Other Net Gains/(Losses) in the Operating Result
Disposal of Property, Plant and Equipment (159) 22 (178) 101
Disposal of Intangible Assets (8) (4) 9) 3)
Fair Value Adjustments to:
Property, Plant and Equipment 0 (0)
Investment Properties (128) 126
Forestry Stock and Other Biological Assets (7) 5 (4) (126)
Non-Current Assets Classified as Held for Sale 0 (8) 0 9)
Financial Instruments®® 2,583 (4,358) 6,027 11,336
Assets Recognised for First Time 36 40 38 41
Infrastructure and Other Assets Written Off (100) (131) (166) (234)
Other® (132) 5,367 18 5,328
2,215 932 5,598 16,560
SI_‘@re of Earnings/(Losses) from Equity Investments (excluding (13) 273 (101) 331
Dividends)
Dividends from Asset Sales Proceeds 120 85
Deferred Income Tax from Other Sectors 129 191
Other
Impairment Losses on Financial Assets (90) (81) (89) (91)
(90) (81) (89) (91)
Discontinuing Operations
Other Economic Flows - included in Operating Result 2,175 4,261 4,435 21,782

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

(b) The gain on revaluation of long service leave liabilities was lower in the 2022-23 financial year due to lower increases in the Commonwealth
bond rate compared to the last year. The Commonwealth Government 10-year bond rate increased by 0.37 per cent from 3.66 per cent at
1 July 2022 to 4.03 per cent at 30 June 2023, compared to the 2.17 per cent increase from 1.49 per cent at 1 July 2021 to 3.66 per cent at
30 June 2022.

(c) Relates to changes in the discount and inflation rates used on outstanding claims liabilities for the NSW Self Insurance Corporation, and
Lifetime Care and Support Schemes. Refer to Note 27: Other Provisions for changes in rates.

(d) The $6,941 million increase in GGS fair value adjustments to financial instruments in the 2022-23 financial year is mainly driven by market
valuation of TCorpIM Fund unit holdings. In the TSS, this increase was offset by a drop in gains on TCorp bonds and borrowings due to
market yield increases resulting in the overall $5,309 million decrease in the 2022-23 financial year compared to the 2021-22.

(e) The 2022-23 financial year includes $28 million loss for the impairment of medical and surgical supplies (2021-22: $301 million net gain
mainly due to the partial reversal of the impairment of medical and surgical supplies recognised in the prior year), $160 million loss for the
impairment on Right of Use Assets (2021-22: $7 million loss in GGS and $9 million loss in TSS respectively). The 2021-22 financial year
includes $4,676 million net gain on sale of the WestConnex investment.
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Note 6

Note 6: Cash and Cash Equivalents

Cash and Cash Equivalents

Cash and cash equivalents comprise of cash at bank and in hand, short term deposits and other investments
with an original maturity of three months or less (which are subject to an insignificant risk of a change in

value), and deposits in NSW Treasury Corporation’s (TCorp) TCorpIM Funds. Cash and cash equivalents are
presented net of outstanding bank overdrafts for the purposes of the Consolidated Statement of Cash Flows.

Cash and cash equivalents recognised in the Consolidated Statement of Financial Position are agreed at the
end of the financial year to the Consolidated Statement of Cash Flows, and are as follows:

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated®
$m $m $m $m

Cash and Short-Term Deposits'® 6,344 3,211 17,214 12,753
Holdings in TCorpIM Cash Fund® 5 152
6,344 3,216 17,214 12,905

(@) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

(b) In 2021-22, the balance in the TCorpIM Cash Fund in the TSS was not eliminated as the State did not control the TCorpIM Cash Fund
under AASB 10 as at 30 June 2022. The balance represented the State's investment in the non-controlled fund as financial assets
measured at Fair Value Through Profit or Loss (FVTPL). During 2022-23, the TCorpIM Cash Fund was dissolved.

The State’s interest in the TCorplM Cash Fund was brought to account as cash equivalents because
deposits and withdrawals can be made daily and are not subject to significant risk of a change in value.

TSS cash and deposits held at banks and other financial institutions include consolidated TCorpIM Fund
Trust holdings in cash and short-term deposits amounting to $2,637 million (2021-22: $4,054 million).

Reconciliation of Operating Result to Net Cash Flows from Operating Activities

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated® Restated®
$m $m $m $m
Operating Result for the Year® (8,390) (11,048) (3,526) 4,849
Adjust for:
Non-Cash Items:
Depreciation and Amortisation® 7,884 7,081 10,750 9,749
Donations and Contributions (436) (137) (774) (462)
Capital Grant Expense 405 1,233 321 377
Revenue Related to Service Concession Arrangements (666) (646) (666) (646)
Other Non-Cash Operating Activities 376 250 19 1,252
Other Economic Flows - included in the Operating Result® (2,175) (4,261) (4,435) (21,782)
Net Change in Operating Assets and Liabilities® 2,842 2,593 5,292 5,268
Net Cash Flows from Operating Activities (160) (4,935) 6,980 (1,394)

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Restricted Cash Assets

Cash assets in the Consolidated Statement of Financial Position also comprise cash and term deposits held
by the Crown in right of the State of New South Wales (the Crown) in Special Deposit Accounts (SDA) for
Restart NSW of $821 million (2021-22: $400 million) and can only be used in accordance with the legislation
that established the account. Sales proceeds from major asset transactions were deposited in the State’s
dedicated infrastructure fund Restart NSW and/or the State’s dedicated debt retirement fund, the New South
Wales Generation Fund (NGF) of $122 million (2021-22: $3,363 million). Funds are withdrawn from the
TCorplM Fund investments and deposited into the Restart SDA bank account for anticipated infrastructure
spend.
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Note 6

Non-Cash Financing and Investing Activities
During 2022-23:

« Assets acquired through leasing arrangements totalled $37 million (2021-22: $1,499 million) for the GGS
and $100 million (2021-22: $1,665 million) for the TSS. Further information on leasing arrangements is

disclosed in Note 18: Leases.

» Assets acquired through service concession arrangements totalled $1,100 million (2021-22: $765 million)
for the GGS and $1,100 million (2021-22: $765 million) for the TSS. Further information on service
concession arrangements is disclosed in Note 17: Property, Plant and Equipment.

* Inthe GGS and TSS, a total of $666 million (2021-22: $646 million) was recognised for revenue related
to service concession arrangements. This revenue relates to arrangements where the State has granted
private sector operators the right to earn revenue from third-party users of the acquired service

concession asset.

» Other assets acquired free of cost in the GGS amounted to $436 million (2021-22: $137 million). This
mainly comprises of assets donated to NSW public sector agencies for infrastructure, transport, health,
education and cultural purposes. In the TSS, these assets amounted to $774 million (2021-22:
$462 million). They include sub-divider/developer contributions of water assets of $164 million (2021-22:
$212 million) and electricity assets of $175 million in 2022-23 (2021-22: $113 million).

Reconciliation of Movements of Liabilities to Cash Flows Arising from Financing Activities

The tables below reconcile movements of financial liabilities to cash flows arising from financing activities.

General Government Sector

30 June 2023

Other
Borrowings at
Amortised Lease
Held Cost Liabilities

21 24 24
$m $m $m

Deposits

Carrying Amount at Start of

Service

Concession

Financial
Liabilities
24
$m

Advances
Received

$m

Year 353 94,871 7,657 4,913 545 108,338
Financing Net Cash Flows (26) 25,018 (889) (658) (75) 23,370
Non-Cash Items:

Lease and Non-Financial Asset

Additions S 827 832
Other Movements 233 8 94 22 357
Carrying Amount at End of Year 327 120,122 6,781 5,176 492 132,897

30 June 2022
Other
Borrowings at
Deposits Amortised Lease
Held Cost® Liabilities
21 24 24
$m $m $m
Carrying Amount at Start of

Service
Concession
Financial
Liabilities
24
$m

Advances
Received

$m

Year 282 76,813 7117 6,557 625 91,395

Financing Net Cash Flows 70 18,952 (920) (1,942) (109) 16,051

Non-Cash Items:

Lea§§ and Non-Financial Asset 1,603 248 1,851

Additions

Other Movements® . (893) (143) 49 28 (960)
Carrying Amount at End of Year 353 94,871 7,657 4,913 545 108,338

(a) Borrowings as at 30 June 2021, not yet settled, from TCorp of $1,053 million were settled in July 2021. The other movements mainly

represent the reversal of the 2020-21 non-cash movement.
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Note 6

Total State Sector
30 June 2023

Carrying Amount at Start

Bonds and
Other
Borrowings

Other Fair
Value
Borrowings

23
$m

Deposits
Held

21
$m

Issued by
TCorp

23
$m

Other
Borrowings
at
Amortised
Cost

24
$m

Service
Concession
Financial
Liabilities
24
$m

Advances
Received

Lease
Liabilities
24

$m $m

432 120,931 2,100 10,165 6,404 545 140,577
of Year
Financing Net Cash Flows (17) 27,319 3,437 1,193 (991) (753) (78) 30,109
Non-Cash Items:
Lease and Non-Financial
Asset Additions 70 827 897
Fair Value Adjustments (1,870) (1,870)
Other Movements (16) 401 104 13 162 25 690
Carrying Amount at End 399 146,781 3,437 3,397 9,257 6,640 492 170,404

of Year

30 June 2022

Carrying Amount at Start

Bonds and Other
Other Borrowings
Borrowings at
Issued by  Amortised
TCorp Cost

Restated®
23
$m

Deposits
Held

21
$m

24
$m

Lease
Liabilities

24
$m

Service
Concession
Financial
Liabilities

Advances

Received Total
Restated®
24

$m

$m

$m

311 113,787 1,903 9,727 8,082 625 134,436
of Year
Financing Net Cash 70 22,070 218 (1,027) (2,018) (109) 19,203
Flows
Non-Cash Items:
Lease and Non-Financial
Asset Additions 1,680 248 1,928
Fair Value Adjustments (15,089) (15,089)
Other Movements® 51 163 (20) (216) 92 28 99
Carrying Amount at End 432 120,931 2,100 10,165 6,404 545 140,577
of Year
(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
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Note 7

Note 7: Receivables

Receivables are recognised initially at fair value plus any directly attributable transaction costs. Receivables
that do not contain a significant financing component are measured at the transaction price. Receivables are
subsequently measured at amortised cost using the effective interest method, less any impairment.

Statutory receivables, including taxation, fines and levy receivables, are not classified as financial
instruments for financial reporting purposes.

Refer to Note 29: Financial Instruments for further information on the credit risk of receivables.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated®
$m $m $m $m
Current® 9,873 9,739 19,433 11,409
Non-Current 2,128 2,354 2,255 2,407
12,001 12,093 21,688 13,816

Receivables Comprise:
Contractual Receivables:

Sale of Goods and Services® 1,503 1,961 2,382 2,555
Dividends from the PNFC and PFC Sectors 439 381 0 0
Asset Sales 1,074 985 1,077 988
Interest 16 3 75 40
Other®© 1,892 1,767 11,250 3,475
Statutory Receivables:
Taxation 6,074 5,927 5,939 5,736
Dust Disease Insurance Levies Accrued® 835 897 835 897
Fines 852 816 852 816
12,686 12,738 22,410 14,507
Less: Loss Allowance® (685) (645) (722) (691)
12,001 12,093 21,688 13,816

—

Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Sale of goods and services comprise receivables from contracts with customers as per AASB 15.

The TSS includes an amount of $8,008 million (2021-22: $369 million) in managed investment funds due from brokers for securities sold

that have been contracted for but not yet delivered by the end of the period. The balance due from brokers is held for collection and

consequently measured at amortised cost.

(d) Levies receivable under the Workers’ Compensation (Dust Diseases) Act 1942 reflect the full funding of total claim liabilities as estimated by
actuaries at the reporting date. This recognises the legislative power given to the State to impose levies to meet the cost of claim obligations
under this Act.

(e) The allowance for impairment mainly comprises doubtful debts related to the sale of goods and services of $253 million (2021-22: $225

million), the collection of fees and fines of $377 million (2021-22: $361 million) and payroll tax of $42 million (2021-22: $33 million).

—
T o

—
o
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Note 8

Note 8: Investments, Loans and Placements

Financial Assets at Fair Value

Investments, loans and placements measured at fair value comprise of debt investments, managed fund
investments (including TCorplM Funds) and derivative assets.

The State’s debt investments and managed fund investments are initially and subsequently measured at
FVTPL.

Financial assets with cash flows that are not solely payments of principal and interest are classified and
measured at FVTPL, irrespective of the business model. Debt and managed funds investments are
managed, and their performance is evaluated on a fair value basis and therefore the business model is
neither to hold to collect contractual cash flows or sell the financial asset. These investments are measured
at FVTPL.

Derivative assets are classified as held for trading and are measured at FVTPL unless they are designated
as effective hedging instruments.

TCorpIM Funds are available to all NSW Government agencies holding an appropriate financial
arrangements approval as defined in the GSF Act and certain other public bodies, local councils and
universities. Each TCorplM Fund has been established as an individual unit trust and each trust has its own
investment objective and strategy. As the majority unit holder in some TCorpIM Funds, the State has
assessed it controls these Funds under AASB 10. Thus, for the State-controlled TCorplM Funds, underlying
assets and liabilities are consolidated into the Consolidated Statement of Financial Position of the TSS. The
State has invested a major component of Restart NSW money and the established New South Wales
Generation Fund (NGF) in TCorplM Fund Trust investments.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
Restated®
$m $m $m $m

Current®® 1,724 1,655 51,869 47,762
Non-Current®® 46,659 42,917 6,007 6,486
48,383 44,572 57,876 54,248

Financial Assets at Fair Value comprise:
Financial Assets Held for Trading

Derivative Assets® 230 170 2,273 2,940
230 170 2,273 2,940

Designated and Effective Hedging Instruments
Derivative Assets 1 8 3 9
1 8 3 9

Financial Assets at FVTPL

Interest Bearing Securities®© 33 21 40,821 38,500
TCorpIM Funds 48,105 44,324
Managed Funds and Other Investments® 14 49 14,779 12,799
48,152 44,394 55,600 51,299
Total Financial Assets at Fair Value 48,383 44,572 57,876 54,248

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) The current and non-current classification is different in the GGS and TSS due to differing investment objectives.
(c) Interest bearing securities are debt investments and include bonds, certificates of deposit, floating rate notes and other debt securities.

Other Financial Assets

Other financial assets are non-derivative financial assets comprising predominately of term deposits and
leases receivable under finance lease arrangements. Other financial assets are initially measured at fair
value plus any transaction costs and are subsequently measured at amortised cost using the effective
interest method.

Amounts due from lessees under finance leases are classified at amortised cost and recognised at the
amount of the State’s net investment in the lease. Finance income is allocated to accounting periods to
reflect a constant periodic rate of return on the State’s net investment outstanding in respect of the leases.
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Note 8

Term deposits with a maturity of less than 3 months are classified as Cash and Cash Equivalents (Note 6:
Cash and Cash Equivalents).

Further information regarding fair value measurement, credit risk, and market risk of financial assets at fair
value and other financial assets are described in Note 29: Financial Instruments.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Current 61 1,542 411 343
Non-Current 2,317 2,056 2,046 1,770
2,378 3,598 2,457 2,113
Financial Assets at Amortised Cost Comprise:
Term Deposits - Maturity Greater Than 3 Months 5 1,501 334 263
Leases Receivable® 1,597 1,507 1,933 1,723
Other 776 590 190 127
2,378 3,598 2,457 2,113

(a) Refer to Note 18: Leases for further details regarding leases receivable recognised under AASB 16.
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Note 9

Note 9: Advances Paid

Advances paid are loans provided for government policy purposes rather than for liquidity management and
are made with contractual interest rates intentionally set below the market interest rate that would otherwise
apply.

Advances are initially measured at fair value (estimated as the present value of all future cash receipts
discounted using Government bond rate) plus any transactions costs. The difference between the nominal
value of the loan and its estimated fair value is recognised as the discount component, which is expensed
immediately. Subsequent to initial recognition, these financial assets are measured at amortised cost using
the effective interest method, less impairment.

Refer to Note 29: Financial Instruments for further information on the credit risk and market risk of advances
paid.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23  2021-22
$m $m $m $m
Current 84 297 83 281
Non-Current 853 888 588 613
936 1,185 671 894
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Note 10: Income Tax Equivalents

Commercial PNFCs and PFCs, excluding TCorp and TAHE, are part of a National Tax Equivalent Regime
(NTER). TCorp and TAHE are part of a Tax Equivalent Regime (TER). Although exempt from income tax
obligations to the Commonwealth, members of the NTER / TER accrue and pay income tax equivalents to
the State and adopt tax effect accounting to maintain competitive neutrality for commercial government
entities. The GGS recognises accrued receivables and payables which equate to the amounts accrued by
PNFCs and PFCs for income tax equivalents. These amounts are eliminated on consolidation of the TSS.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Tax Equivalents Receivable 43 29
Deferred Tax Equivalents Receivable 3,607 2,985
Receivable from the PNFC/PFC Sectors 3,649 3,013
Tax Equivalents Payable 73 57
Deferred Tax Equivalents Provision 42 50
Payable to the PNFC/PFC Sectors 115 106
6 -46 Total State Sector Accounts



Note 11

Note 11: Equity Investments

Equity Investments in Other Public Sector Entities

In the GGS financial statements, the interest in the PNFC and PFC sectors is accounted for as an equity
investment based on the State’s proportional share of the carrying amount of net assets of those sectors
(before consolidation adjustments), in accordance with AASB 1049. The exception is investments in TCorplM
Funds controlled by the State. Controlled TCorpIM Funds are classified as PFCs. Investments in TCorplM
Funds are presented as Financial Assets at FVTPL (refer to Note 8: Investments, Loans and Placements).

As at 30 June 2023, the Government’s proportional share of the carrying amount of the net assets of the
PNFC and PFC sectors is $123.0 billion (30 June 2022: $117.0 billion). The Government'’s proportional share
in the carrying amount of net assets in State-Owned Corporations (SOCs) is $37.2 billion (30 June 2022:
$36.9 billion). The remainder is made up of the State’s proportional share in the carrying amount of the net
assets of PNFC and PFC entities other than SOCs.

The GGS has irrevocably elected to account for the change in the carrying amount of these investments in a
manner consistent with the treatment of equity instruments measured at FVOCI in AASB 9 that would
otherwise be measured at FVTPL. Equity investments are designated at FVOCI when the State intends to
hold these investments for the medium to long-term or for policy purposes. This accounting policy choice
does not apply to investments of the State in TCorplM Funds classified as financial assets at FVTPL.

Movements in the carrying amount are taken through other economic flows - other comprehensive income.
These gains and losses on these investments are never reclassified to the operating result. Dividends are
recognised as income as part of revenues from transactions when the right of payment has been
established.

Note 39: Details of Consolidated Entities lists the entities of which the Government has control, including
TCorpIM Funds.

The carrying amounts of the investments at year end are summarised below:

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Investments in Other Public Sector Entities

Investments in PNFCs 109,232 105,709
Consolidation Adjustment to Investment in Net Assets (71) (27)
Investments in PFCs 1,326 888
Consolidation Adjustment to Investment in Net Assets® 12,515 10,455
123,003 117,025

(@) The PFC consolidation adjustment to investment in net assets relates to the elimination of differences of TCorp loans to government
measured at fair value and agency borrowings at amortised cost. The increase of $2,060 million represents the fair value movement due to
the increase in interest rates.
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The annual movements of the investments are summarised below:

General
Government Sector
2022-23 2021-22
$m $m
Investment in Other Public Sector Entities at Start of Year 117,025 85,778
Net Contributions to/(Returns from) Other Sectors by/(to) Owner® (287) 2,543
Recognised in Operating Result - Other Economic Flows:
Revaluation Gain/(Loss) for Period in Other Sectors 4,249 13,658
Movement for the Period in the Consolidation Adjustment 2,016 15,046
Total Investments in Other Sector Entities at End of Year 123,003 117,025

(a) Net contributions to/(returns from) other sectors by/(to) owner comprise primarily of transfers of funding to PNFC sector rail and water sector
agencies.

Accounting policy information for additions to equity investments

Transfers into PNFC and PFC entities are recognised as an equity investment in entities in these sectors if
there is a reasonable expectation of a sufficient rate of return on the injection. Otherwise, the transfer is
recorded as a capital transfer expense.

The Government’s policy TPG22-28 Returns on Equity Investments states the minimum expected return
from a SOC on additional funding that is being provided to a SOC via an equity or capital injection must be at
least equal to the long-term inflation rate target defined by the Reserve Bank of Australia.

Irrespective of whether transfers into PNFC and PFC entities are recognised as equity investment or a
capital transfer expense, increases in the net assets of the PNFC and PFC entities as a result of such
transfers also increases the equity investment held by the GGS in those entities.

Transport Asset Holding Entity NSW (TAHE)

GGS Contributions to TAHE

TAHE is the asset owner of the majority of the NSW rail network. Its role is to provide track access to rail
operators, oversee asset and safety management, pursue commercial business opportunities across its
extensive asset base, and oversee network capital investment.

The NSW Government provides annual funding to TAHE for the acquisition of heavy rail infrastructure.

Prior to 2015, capital funding provided to the former RailCorp (prior to being converted to TAHE) was
expensed by the State and recorded as an expense in the GGS Statement of Comprehensive Income.
Between 2015-16 to 2021-22, such amounts were recorded in the GGS Statement of Financial Position as
the acquisition of additional equity in the PNFC sector.

The change in accounting treatment corresponded with the establishment of TAHE as a SOC on 1 July 2020,
as this entity would provide a reasonable expectation of a sufficient rate of return to its shareholders. Prior to
this, the equity treatment was based on the stated intention of the government to convert TAHE to a SOC.
More information on the returns on contributed equity to SOCs, including TAHE is included below.

A total of $13.3 billion in equity contributions were paid from the GGS to TAHE to 30 June 2022. A total of
$2.3 billion in equity contributions were paid from the GGS to TAHE in 2021-22.

During 2022-23, the government shared its intent and expectations in relation to the future operating model
of TAHE. The change in direction and impact to TAHE’s future operating model means there is no longer a
reasonable expectation of a sufficient rate of return on the contributions made to TAHE. As a result, from 1
July 2022, the capital funding of $1.6 billion provided to TAHE is recorded as a capital transfer expense in the
GGS Statement of Comprehensive Income. In August 2023, the Government formally approved several key
decisions regarding the future of TAHE. Refer to Note 33 Events after the Reporting Period.

Net Contributions to SOCs

As described above, equity injections into PNFC and PFC entities, including SOCs, are recognised as an
addition to the equity investment in entities in these sectors. The exception to this treatment is if there is no
reasonable expectation of a sufficient rate of return on contributed equity, in which case, the transfer is
recorded as a capital transfer expense.

The table below sets out for each SOC:

» Contributed Capital - total contributions to the SOC which were recognised as an addition to the equity
investment in the past. This is mostly capital contributed upon establishment of the SOC.
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» Total Equity - total equity of the SOC, which is equal to the Government’s proportional share of the
carrying amount of the net assets of the SOC. For all SOCs, Total Equity usually exceeds Contributed
Capital because Total Equity includes Contributed Capital as well as retained earnings and the impact of
asset revaluations.

* Returns to Government in the form of:

o Dividends and income tax equivalents payable by the SOCs to the Government, as disclosed in
their Annual Reports, and

o Movements in the value of the Government’s proportional share of the carrying amount of the net
assets of the SOC, other than as a result of equity contributed by the Government (such as
profits retained for investment and the impact of asset revaluations).

Sydney Hunter Essential Forestry Port
Water Water L S Energy JARE Selilziselul Corporation  Authority

$m $m $m $m $m $m $m $m

Contributed capital as at 30
June 2023 3,912 119 363 131 26,764* 273 492 166

Total equity as at 30 June 2023 8,516 1,512 1,067 3,596 19,856 671 1,479 428

Dividends and tax equivalents
(6 years cumulative) 4,093 417 293 142 149 648 155 324

Changes in total equity, other
than as a result of contributed

capital (6 years cumulative) (56) 240 355 1,217 (24,162)* (122) 127 108

Total return on the
Government’s equity investment
(6 years cumulative) 4,037 658 648 1,359 (24,013) 526 283 432

* This excludes $1.6 billion contributed equity in 2022-23 per TAHE's financial statements. For treatment of GGS contributions to TAHE in the
TSSA, please refer to the section above 'GGS Contributions to TAHE' in this note.

** The movement in TAHE's total equity (other than as a result of contributed capital) is mainly attributed to TAHE’s asset revaluation decrement
in 2020-21 due to a change in valuation approach from a cost approach, which is based on replacement cost, to an income approach, which is
based on the expected cashflows. Note: the service capacity of the assets was not affected.

Sydney Hunter Essential Forestry Port
Water Water LGS Energy JARE Seliltiselul Corporation  Authority

$m $m $m $m $m $m $m $m
Contributed capital as at 30
June 2022 3,912 119 363 131 26,767 273 492 166
Total equity as at 30 June 2022 8,019 1,340 935 3,151 20,952 651 1,416 414

Dividends and tax equivalents

(5 years cumulative) 4,398 444 309 198 71 578 122 284
Changes in total equity, other

than as a result of contributed

capital (5 years cumulative) (44) 118 291 792 (22,864) (150) 114 (54)
Total return on the

Government’s equity investment

(5 years cumulative) 4,354 562 599 990 (22,793) 427 236 230
* The movement in TAHE's total equity (other than as a result of contributed capital) is mainly attributed to TAHE’s asset revaluation decrement in

2020-21 due to a change in valuation approach from a cost approach, which is based on replacement cost, to an income approach, which is
based on the expected cashflows. Note: the service capacity of the assets was not affected.

SOCs are established for the purpose of delivering on policy outcomes whilst operating as a successful
business and, to this end:

+ Operating at least as efficiently as any comparable businesses, and
* Maximising the net worth of the State’s investment in the SOC.

The NSW SOCs are established under the State Owned Corporations Act 1989 (the SOC Act) and must
comply with the requirements set out in that Act. In addition to the requirements under the SOC Act, SOCs
also operate under NSW Treasury’s Commercial Policy Framework (the CPF).

The CPF includes a policy requirement within TPP 18-02 Commercial Policy Framework - Performance
Reporting and Monitoring Policy for Government Businesses that each SOC develop a Statement of
Corporate Intent (SCI). The SCI is an annual agreement between the Government, as owner, and the SOC,
which:
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» Outlines objectives and performance targets for key financial and non-financial measures,
»  Summarises the business’ forward planning and business strategy, and
» Serves as a key mechanism for communicating strategy and goals to the Government.

Under the CPF, consistent with TPG 21-10 Commercial Policy Framework: Capital Structure and Financial
Distribution Policy for Government Businesses, an agreement is reached each year as to the level of
dividends to be paid by each SOC. The level of profits either retained for reinvestment in the business or paid
out as dividends varies between years, according to the needs of the business and of the Government as a
shareholder.

More information about the SOCs listed above can be found in their annual SCI and Annual Report,
published on their respective websites.

Investments in Associates and Joint Ventures

Associates are all entities over which the State has significant influence but not control or joint control. This
is generally the case where the State holds between 20% and 50% of the voting rights. Joint ventures are all
entities over which the State has joint control. Joint control exists where decisions about the relevant
activities require the unanimous consent of the parties sharing control.

Equity investments in associates and joint ventures are initially accounted for at cost, or at the fair value of
the retained interest. Dividends received from associates are recognised in revenue from transactions when
the right to receive the dividend is established. Equity investments in associates and joint ventures are
accounted for using the equity method.

Movements in the State’s share of profits are recognised in the operating result, split between dividends
recognised as revenue from transactions and the share of earnings excluding dividends recognised as other
economic flows — included in the operating result based on the State’s share of ownership. Revaluation
movements in the State’s share of equity are recognised as a change to reserves and recognised as other
economic flows — other comprehensive income.

Investments in Associates and Joint Ventures accounted for General Total
using the equity method comprise the State's share in: Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Ausgrid® 7,568 5,752 7,568 5,752
Endeavour Energy® 2,977 3,053 2,977 3,053

WestConnex Group®
TCorpIM Funds 1,358 982

10,545 8,805 11,903 9,787

(a) This represents the State’s retained interest of 49.6% in these entities.
(b) On 17 September 2021, the remaining 49.0% interest in the WestConnex Group was sold to the Sydney Transport Partners Consortium,
with completion occurring on 29 October 2021.

Ausgrid

Ausgrid is the operator of one of the leading electricity networks in Australia, distributing electricity to the
Sydney, Central Coast and Hunter regions of New South Wales.

The State holds an investment in associate of 49.6 per cent in Ausgrid via a corporation constituted under
the Electricity Retained Interest Corporations Act 2015, named Electricity Retained Interest Corporation -
Ausgrid. The remaining 50.4 per cent is owned by the private sector by IFM Investors, APG Asset
Management and AustralianSuper operating the network under a 99-year lease.

As the State does not control the entity, it has applied the equity method to account for its investment in
Ausgrid. The following table summarises information for the associate, not the State's share of those
amounts, and amended to reflect fair value adjustments and modifications for differences in accounting
policy, in accordance with AASB 12 Disclosure of Interests in Other Entities (AASB 12).
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2022-23 2021-22

$m $m
Ausgrid's assets and liabilities®
Current Assets 704 1,130
Non-Current Assets 27,544 23,675
Current Liabilities (2,459) (1,384)
Non-Current Liabilities (10,532) (11,824)
Equity 15,257 11,597
Ausgrid's profit
Revenue 2,381 2,397
Profit/(Loss) Before Income Tax 282 608
Distribution Income Recognised (100)
Profit After Income Tax 182 608
Other Comprehensive Income 3,439 958
Total Comprehensive Income 3,621 1,566
Ausgrid's commitments and contingent liabilities
Capital Expenditure 323 316
Quantifiable Contingent Liabilities 37 46

(a) During 2022-23, the State did not invest any additional monies in Ausgrid (2021-22: Nil).

Reconciliation of the above summarised financial information to the carrying amount of the State's interest in
Ausgrid:

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
The State's share in % 49.6 49.6 49.6 49.6
The State's share in Equity 7,568 5,752 7,568 5,752
The State's share in Profit After Income Tax 90 302 90 302
The State's share in Total Comprehensive Income 1,796 77 1,796 777

Endeavour Energy

Endeavour Energy is the operator of the electrical distribution network for Western Sydney, the Blue
Mountains, the Southern Highlands and the lllawarra region of New South Wales.

New South Wales holds an investment in associate of 49.6 per cent in Endeavour Energy via a corporation
constituted under the Electricity Retained Interest Corporations Act 2015, named Electricity Retained Interest
Corporation — Endeavour Energy. The remaining 50.4 per cent is owned by the private sector by the
Edwards partner consortium, operating the network under a 99-year lease.

As the State does not control the entity, it has applied the equity method to account for its investment in
Endeavour Energy. The following table summarises information for the associate, not the State's share of
those amounts, and amended to reflect fair value adjustments and modifications for differences in accounting

policy.
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2022-23 2021-22

$m $m
Endeavour Energy's assets and liabilities®
Current Assets 563 435
Non-Current Assets 12,064 11,864
Current Liabilities (366) (758)
Non-Current Liabilities (6,259) (5,386)
Equity 6,002 6,155
Endeavour Energy's profit
Revenue 1,471 1,394
Profit/(Loss) Before Income Tax 173 169
Distribution income recognised (326) (38)
Profit After Income Tax (153) 130
Other Comprehensive Income 0 720
Total Comprehensive Income (153) 850
Endeavour Energy's commitments and contingent liabilities
Capital Expenditure 120 137
Quantifiable Contingent Liabilities 1 2

(a) During 2022-23, the State did not invest any additional monies in Endeavour Energy (2021-22: Nil).

Reconciliation of the above summarised financial information to the carrying amount of the State's interest in
Endeavour Energy:

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
The State's share in % 49.6 49.6 49.6 49.6
The State's share in Equity 2,977 3,053 2,977 3,053
The State's share in Profit After Income Tax (76) 65 (76) 65
The State's share in Total Comprehensive Income (76) 422 (76) 422

WestConnex Group

On 17 September 2021, the remaining 49 per cent interest was sold to the Sydney Transport Partners
Consortium, with completion occurring on 29 October 2021 and deregistration of Roads Retained Interest
Pty Ltd on 5 October 2022.

As the State did not control the entity, it had applied the equity method to account for its investment in the
WestConnex Group.

TCorpIM Funds

Certain TCorplM Funds controlled by the State invest in commercial real estate through associates and joint
ventures, primarily in Australia and New Zealand. The State holds between 20 and 50 per cent (2021-22: 20
and 43 per cent) ownership in these entities.

The State has applied the equity method to account for these investments. There are no quoted market
prices available for most of the State's investments.

The reporting period for most of the associates and joint ventures is years ending 30 June. For those entities
that have different reporting periods, 31 December is the financial year-end. Financial statements for years
ended 31 December 2022 were used, adjusted for movements in the net asset values of the respective
TCorplIM funds. No material significant transactions or events occurred between 31 December 2022 and the
date of the State’s financial statements.

The following table summarises information on the State’s investment in its associates and joint ventures
through TCorpIM Funds controlled by the State that are not individually material.
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General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

The State's share of TCorplM Funds' assets and liabilities

Current Assets 83 79
Non-Current Assets 2,437 1,527
Current Liabilities (109) (260)
Non-Current Liabilities (1,053) (364)
Equity 1,358 982

The State's share of TCorplM Funds' profit

Revenue 150 98
Profit/(Loss) Before Income Tax (26) 43
Income Tax Expense 2
Profit After Income Tax (28) 45
Other Comprehensive Income 1 14
Total Comprehensive Income (27) 59
The State's share of TCorplM Funds' commitments and contingent

liabilities

Capital Expenditure 161 99
Quantifiable Contingent Liabilities 10

Other Equity Investments

The State’s other equity investments comprise of investments in listed and unlisted equity securities
measured at FVTPL.

Other equity investments are classified at initial recognition as either measured at FVTPL or are irrevocably
elected by the State to be measured at FVOCI. These equity investments are measured at their fair value
plus, in the case of an equity investments not at FVTPL, transaction costs that are directly attributable to the
acquisition of the instrument. The State has not elected to measure any of these equity investments at
FVOCI throughout the 2022-23 financial year (30 June 2022: Nil).

Other equity investments held by the TSS predominately comprise of TCorpIlM Fund Trust investments in
equity securities. In total, TCorpIM Fund Trusts have investments in equity securities amounting to $28,193
million (2021-22: $23,539 million).

Further information regarding fair value measurement and market risk of other equity investments are
described in Note 29: Financial Instruments.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

Restated®
$m $m $m $m

Other Equity Investments Comprise:
Other Equity Investments - At FVTPL@®@ 15 6 28,208 23,545
15 6 28,208 23,545

a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) Other equity investments are mandatorily measured at FVTPL.
) A portion of equity investments held within TCorpIM Fund Trusts are expected to be realised within 12 months, However, an estimate of that
amount cannot be reliably determined as at the reporting date.
(d) Includes IMFund Trust equity instruments on loan through repurchase agreements.
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Note 12: Contract Balances

The following information represents contract assets and contract liabilities from contracts with customers
accounted for under AASB 15.

Contract Assets

Contract assets relate to the State’s right to consideration from customers for goods transferred and works
completed, but where the right to payment is conditional on performance of other obligations. Contract asset
balances primarily relate to revenue recognised from the sale of goods and services and grants and
subsidies. Contract assets are transferred to receivables when the rights become unconditional. This occurs
when the State has completed a contractual obligation and issues an invoice.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Current 77 53 77 53
Non-Current 12 9
77 53 90 62

Less: Loss Allowance

77 53 90 62

Refer to Note 29: Financial Instruments for disclosures regarding contract asset impairment.

Contract Liabilities

Contract liabilities primarily relate to consideration received in advance from customers in respect of
revenues recognised from the sale of goods and services and grants and subsidies with sufficiently specific
performance obligations.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Current 629 589 722 682
Non-Current 229 284 267 317
858 873 989 999

The following table provides information on contract liabilities and performance obligations in contracts with
customers.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Revenu_e R_ecognlsed that was Included in the Contract Liabilities Balance at 276 444 351 513
the Beginning of the Year
Revenue Recognised from Performance Obligations Satisfied in Previous

. 9 9 34 32
Periods
Transaction Price Allocated to the Remaining Performance Obligations from 551 487 659 520

Contracts with Customers

The transaction price allocated to the remaining performance obligations relates primarily to sale of goods
and services revenue. For the GGS, 74% (2022: 60%) of this amount is expected to be recognised as
revenue in the next financial year ending 30 June 2024 and 26% (2022: 40%) in subsequent financial years.
For the TSS, 72% (2022: 60%) of this amount is expected to be recognised as revenue in the next financial
year ending 30 June 2024 and 28% (2022: 40%) in subsequent financial years.

No information is provided about remaining performance obligations on 30 June 2023 for contracts that have
an original expected duration of one year or less. The disclosed amounts also do not include variable
consideration.
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Note 13: Inventories

Inventories (other than those held for distribution) are valued at the lower of cost and net realisable value.
Cost is calculated using the weighted average cost or the ‘first in first out’ method. Net realisable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale. Land held for resale, for government agencies that trade in
land, is recorded taking account of various acquisition costs, development and other costs.

Inventories held for distribution are stated at cost, adjusted when applicable, for any loss of service potential.
A loss of service potential is identified and measured based on the existence of a current replacement cost
that is lower than the carrying amount, or any loss of operating capacity due to obsolescence.

The cost of inventories acquired at no cost or for nominal consideration on the date of acquisition is
recognised at its current replacement cost. The current replacement cost is the cost the State would incur to
acquire the asset on the reporting date.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Current 670 1,013 1,069 1,357
Non-Current 417 293 653 652
1,088 1,307 1,722 2,008
Inventories Comprise:
Raw Materials 69 17 131 46
Work in Progress 7 19 13 24
Finished Goods 42 11 42 11
Consumable Stores 6 17 175 143
Land and Property Held for Resale® 393 250 789 729
Inventories Held for Distribution
Consumables®© 570 993 572 1,056
1,088 1,307 1,722 2,008

(a) Includes work in progress specifically related to the construction of land and property held for resale.

(b) Consumables held for distribution primarily relate to medical and drug supplies used in the provision of public health services, firefighting
consumables, and protective and operational clothing required due to COVID-19 and emergency services.

(c) An allowance for impairment of $286 million (2021-22: $247 million) has been recognised for medical and surgical supplies included as part
of consumables.

Land and property held for resale, for government agencies that trade in land and property, has been
recorded at:

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Acquisition Cost 52 47 228 221
Development Cost 341 203 562 508
393 250 789 729
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Note 14: Forestry Stock and Other Biological Assets

Forestry stock is measured on initial recognition and in subsequent periods at fair value less costs to sell in
accordance with AASB 141 Agriculture and AASB 13. The State’s forestry stock primarily consists of
plantation timber (softwood). Hardwood assets are currently impaired, and its tree crop value is not
recognised in the financial statements.

Other biological assets primarily consist of livestock and fodder and are stated at market value and any
increments or decrements are recognised through the Statement of Comprehensive Income.

Further details regarding the fair value measurement of forestry stock and other biological assets are
disclosed in Note 17: Property, Plant and Equipment.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

$m $m $m $m
Opening balance as at 1 July 23 18 646 77
Purchases 0 0
Harvested timber recognised in profit or loss (21) (31)
Change in fair value less costs to sell (7) 5 17 (95)
Other 0) (0) 1
Closing balance as at 30 June 16 23 642 646
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Note 15: Assets Classified as Held for Sale

Non-current assets (or disposal groups) are classified as held for sale, where their carrying amount will be
recovered principally through a sale transaction and not through continuing use.

For this to be the case, the asset (or disposal group) must be available for immediate sale in its present
condition subject only to terms that are usual and customary for sales of such assets (or disposal groups)
and its sale must be highly probable. For the sale to be highly probable, the appropriate level of management
must be committed to a plan to sell the asset (or disposal group), and an active program to locate a buyer
and complete the plan must have been initiated. Further, the asset (or disposal group) must be actively
marketed for sale at a price that is reasonable in relation to its current fair value. In addition, the sale should
be expected to qualify for recognition as a completed sale within one year from the date of classification.

Non-current assets (or disposal groups) held for sale are recognised at the lower of carrying amount and fair
value less costs to sell. These assets are not depreciated while they are classified as held for sale.

Further details regarding the fair value measurement of non-current assets held for sale are disclosed in
Note 17: Property, Plant and Equipment.

The assets classified as held for sale at 30 June 2023 were:

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Non-Current Assets Held for Sale
Land and Buildings 151 62 161 88
Plant and Equipment 0 0
Infrastructure Systems

151 62 161 88
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Note 16: Investment Properties

The State owns properties to earn rentals and/or for capital appreciation. Investment properties are
measured initially at cost, including transaction costs. Where an investment property is acquired at no cost or
for nominal cost, its cost is deemed to be its fair value as at the date of acquisition. After initial recognition,
investment properties are stated at fair value using the valuation technique that maximises the use of
relevant observable inputs.

Gains or losses arising from changes in fair value are included in other economic flows — included in the
operating result for the period in which they arise. No depreciation is charged on investment properties,
however, where material, ‘consumption of capital’ is recognised as an expense from transactions.

Investment properties are derecognised either when they have been disposed of or when they are
permanently withdrawn from use and no future economic benefit is expected from their disposal. The
difference between the net disposal proceeds and the carrying amount of the asset is recognised in ‘other
economic flows — included in the operating result’ in the period of de-recognition.

Management has determined that the following be treated as property, plant and equipment, instead of
investment properties:

* public housing is treated as property plant and equipment because the properties are held to provide a
social service rather than for investment purposes; and

»  properties sub-leased within the NSW public sector held by Property NSW are treated as property plant
and equipment because the properties are held to provide a service rather than for investment purposes.

Further details regarding the fair value measurement of investment property are disclosed in Note 17:
Property, Plant and Equipment.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22

$m $m $m $m
Opening balance as at 1 July - fair value 1,741 1,621
Additions 119 266
Disposals and assets held for sale (0) (36)
Net gain / (loss) from fair value adjustment (129) 126
Other 22 (237)
Closing balance as at 30 June - fair value 1,753 1,741

The following amounts have been recognised in the net result for the year:

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Rental income 102 72
Direct operating expenses arising from investment
properties that generated rental income (7) (6)
Direct operating expenses that did not generate rental
income 1) (0)
94 66
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Note 17: Property, Plant and Equipment

Property, plant and equipment comprises three asset classes: land and buildings, plant and equipment, and
infrastructure systems.

Property, plant and equipment is initially recognised at cost, in accordance with AASB 116 Property, Plant
and Equipment (AASB 116). Those assets acquired at no cost or for nominal consideration are initially
recognised at their fair value at the date of acquisition. The cost of assets constructed for own use includes
the cost of materials, direct labour, and foreign exchange gains and losses arising during construction, as
well as an appropriate proportion of variable and fixed overhead costs that can be reliably attributed to the
assets.

Property, plant, and equipment is subsequently measured at fair value in accordance with AASB 116, AASB
13 and TPP 21-09 Valuation of Physical Non-Current Assets at Fair Value.

In general, property, plant and equipment with a value greater than $5,000 is capitalised except for computer
equipment which is normally capitalised irrespective of the $5,000 threshold where it is considered to be part
of a network of assets. Assets are not recognised where they cannot be reliably measured.

Service Concession Assets

Service concession arrangements (SCAs) are contracts between a grantor and an operator where an
operator provides public services related to a service concession asset on behalf of a public sector grantor
for a specified period of time and manages at least some of those services.

For arrangements within the scope of AASB 1059, the State recognises a service concession asset when it
controls the asset. Where the asset is provided by the operator, or is an upgrade to or a major component
replacement of an existing asset, the asset is recognised at current replacement cost based on AASB 13
principles.

Where the asset is an existing asset of the State, the asset is reclassified as a service concession asset and
remeasured at current replacement cost at the date of reclassification. Any difference between the previous
carrying amount and current replacement cost is recognised as if it is a revaluation of the asset.

Subsequent to the initial recognition or reclassification, service concession assets are measured at current
replacement cost and accounted for in accordance with the depreciation and impairment requirements of
AASB 116 and AASB 136 Impairment of Assets (AASB 136).

At the end of the service concession arrangement:

» the State accounts for the asset in accordance with other Australian Accounting Standards, with the
State reclassifying the asset based on its nature or function;

» reference to fair value reverts from the mandated current replacement cost under AASB 1059 to the
appropriate approach under AASB 13; and

« the asset is only derecognised when the State loses control of the asset in accordance with AASB 116
and AASB 138 Intangible Assets (AASB 138).

Revaluation of Property, Plant and Equipment

Property, plant and equipment is measured at the highest and best use by market participants that is
physically possible, legally permissible and financially feasible. The highest and best use must take into
account the characteristics of the asset being measured, including any socio-political restrictions imposed by
government. In most cases, after taking into account these considerations, the highest and best use is the
existing use.

Revaluations are made with sufficient regularity to ensure the carrying amount of each asset in the class
does not differ materially from its fair value at the reporting date. Interim revaluations are conducted between
comprehensive revaluations where cumulative changes to indicators suggest fair value may differ materially
from the carrying value.
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The market or income approach is used to fair value the following types of property, plant and equipment:

* Land under roads is valued using a market approach at existing use, based on an englobo valuation
approach or proxy such as open space land. These valuation approaches are employed as land under
roads generally has no feasible alternative use, is undeveloped and publicly accessible.

» Land under water is valued using a market approach with reference to adjacent land values, having
regard to zoning restrictions, access, location, size, topography and other characteristics or with
reference to land that has a low economic value adjusted for differences in location, restriction and uses.

»  Other land, including Crown leasehold land, is valued using a market approach, based on a valuation per
hectare per each land category type.

*  Non-specialised buildings, which include commercial and general-purpose buildings for which there is a
secondary market, are valued using either approach.

» Certain heritage assets, including artworks, book collections, philately and coin collections are valued
using a market or cost approach.

» The fair value of cash generating assets, including water and energy distribution networks, is estimated
using an income approach.

For assets valued using the income approach or market approach, any accumulated depreciation is
eliminated against the gross carrying amount of the assets to which they relate, and the net asset carrying
amount is increased or decreased by the revaluation increment or decrement.

The cost approach (i.e. current replacement cost) reflects the amount that would be required currently to
replace the service capacity of an asset, adjusted for obsolescence. The cost approach is used to fair value
the following types of assets:

» Specialised buildings designed for a specific, limited purpose with no feasible alternative use. This
includes hospitals, schools, court houses, emergency services buildings, buildings to house specialised
plant and infrastructure and some heritage properties.

» Heritage assets, including library and museum collections that are of a specialised nature with no
feasible alternative use.

Where the State re-values non-current assets using the cost approach, the gross amount and accumulated
depreciation are separately restated.

Revaluation increments increase the revaluation surplus, except that, to the extent that an increment
reverses a revaluation decrement for that class of asset previously recognised as a loss in the operating
result, the increment is recognised as a gain. Revaluation decrements are charged to the revaluation surplus
to the extent that a credit exists in the revaluation surplus in respect of the same class of asset. Any
remaining decrements are recognised as a loss. Where an asset that has previously been revalued is
disposed of, the remaining balance in the revaluation surplus is transferred to accumulated funds.

Non-specialised assets with short useful lives are measured at depreciated historical cost as an estimate for
fair value.

Impairment of Property, Plant and Equipment
As a not-for-profit entity, impairment under AASB 136 arises for the State in rare circumstances.

The State assesses at each reporting date whether there is any indication that property, plant and equipment
may be impaired, in accordance with AASB 136. If such an indication exists, or when annual impairment
testing for an asset is required, the State estimates the recoverable amount of the asset. An impairment loss
is recognised where the carrying amount of property, plant and equipment exceeds the recoverable amount.
When the carrying amount of an asset exceeds its recoverable amount, the asset is considered impaired and
is written down to its recoverable amount.

Specialised assets held for continuing use of their service capacity are rarely sold and their cost of disposal
is typically negligible. Their recoverable amount is expected to be materially the same as fair value, where
they are regularly revalued under AASB 13.

Impairment losses are recognised in other economic flows — included in operating result or in other economic
flows — other comprehensive income to the extent that an impairment loss on a revalued asset reduces the
revaluation surplus for that asset.
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After an impairment loss has been recognised, it is reversed only if there has been a change in the
assumptions used to determine the asset’s recoverable amount. The reversal is limited so that the carrying
amount of the asset does not exceed its recoverable amount, nor exceed the carrying amount that would
have been determined, net of depreciation, had no impairment loss been recognised for the asset in prior
years. A reversal of an impairment loss is recognised in other economic flows — included in operating result
unless the asset is carried at revalued amount. Any reversal of an impairment loss of a revalued asset is
treated as a revaluation increase in accordance with AASB 116.

Assets Acquired by Leases

AASB 16 requires a lessee to recognise a right-of-use asset for most leases. The State has elected to
present right-of-use assets separately in the Consolidated Statement of Financial Position.

Further information on leases is contained in Note 18: Leases.

Depreciation of Property, Plant and Equipment

Property, plant and equipment is depreciated (net of its residual value) over its useful life, in accordance with
AASB 116. Depreciation is generally allocated on a straight-line basis.

Land is not a depreciable asset. Certain heritage assets, including original artworks and collections and
heritage buildings, may not have a limited useful life because appropriate curatorial and preservation policies
are adopted. Such assets are not subject to depreciation. The decision not to recognise depreciation for
these assets is reviewed annually.

The residual values, useful lives and methods of depreciation of property, plant and equipment are reviewed
at each financial year end.

The average useful lives for major assets (for both property, plant and equipment held and used by the State
and where the State is a lessor under operating leases) are as follows®:

Buildings

Public Housing 10-50 years
Schools and Colleges 25-200 years
Hospitals and Health Buildings 30-70 years
Plant and Equipment

Computer Hardware 2-12 years
Rail Rolling Stock 25-43 years
Infrastructure

Electricity System Assets 10-55 years
Water System Assets 3-200 years
Rail Systems 8-100 years
Roads Pavements 7-50 years
Roads Earthworks 10-254 years
Roads Earthworks (other) — not depreciated indefinite life
Bridges and Tunnels 100 years

(a) The average useful life of assets can vary depending on the various asset classes, types and components of assets within a category. For
example, structural components generally have a longer useful life than electrical and mechanical components.
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General Government Sector

Total Property, Plant and Equipment

Land and Plant and Infrastructure
Fair Value Buildings® Equipment© Systems'@ Total

Restated® Restated™
$m $m $m $m

At 1 July 2021

Gross Carrying Amount 139,050 19,540 194,285 352,875
Accumulated Depreciation and Impairment (35,871) (6,428) (39,924) (82,224)
Corrections to Prior Periods® (701) (701)
Net Carrying Amount 102,478 13,112 154,361 269,950

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 102,478 13,112 154,361 269,950
Opening Balance Adjustments® 45 6 (62) (11)
Adjusted Net Carrying Amount at Start of Year 102,523 13,118 154,299 269,939
Additions 4,417 1,232 13,311 18,960
Assets Reclassified To Held for Sale (149) (0) 28 (121)
Disposals (293) (74) (478) (845)
Net Revaluations Recognised In Reserves®® 10,025 175 9,439 19,639
Depreciation Expense® (1,993) (934) (2,768) (5,695)
Other Movements 1,370 13 (1,840) (457)
Net Carrying Amount at End of Year 115,900 13,530 171,990 301,420

At 1 July 2022

Gross Carrying Amount 157,171 20,006 216,346 393,523
Accumulated Depreciation and Impairment (41,271) (6,476) (44,356) (92,102)
Net Carrying Amount 115,900 13,530 171,990 301,420

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 115,900 13,530 171,990 301,420
Additions 5,787 1,815 14,526 22,128
Assets Reclassified To Held for Sale 171) (171)
Disposals (356) (57) (380) (793)
Net Revaluations Recognised In Reserves'® 10,026 400 22,652 33,078
Depreciation Expense (2,493) (1,011) (2,870) (6,374)
Other Movements 955 484 (1,010) 429
Net Carrying Amount at End of Year 129,648 15,161 204,909 349,717

At 30 June 2023

Gross Carrying Amount 186,620 22,078 260,321 469,019
Accumulated Depreciation and Impairment (56,973) (6,917) (55,413) (119,302)
Net Carrying Amount 129,648 15,161 204,909 349,717

) Land and Buildings includes assets under construction of $3,466 million at 30 June 2023 (30 June 2022: $2,828 million).

) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

) Plant and Equipment includes assets under construction of $1,160 million at 30 June 2023 (30 June 2022: $1,080 million).
)

)

Infrastructure Systems includes assets under construction of $42,300 million at 30 June 2023 (30 June 2022: $33,062 million).
These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
Includes net revaluations of $19,678 million and net impairment losses of $(39) million recognised in reserves.

) Includes net revaluations of $33,183 million offset by net impairment losses of $(105) million recognised in reserves.
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Property, Plant and Equipment Held and Used by the GGS

Land and Plant and Infrastructure
Fair Value Buildings Equipment Systems Total

Restated® Restated®
$m $m $m $m

At 1 July 2021

Gross Carrying Amount 131,140 19,243 193,871 344,254
Accumulated Depreciation and Impairment (34,859) (6,231) (39,911) (81,001)
Corrections to Prior Periods® (701) (701)
Net Carrying Amount 95,580 13,012 153,960 262,552

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 95,580 13,012 153,960 262,552
Opening Balance Adjustments® 34 6 (42) 2)
Adjusted Net Carrying Amount at Start of Year 95,614 13,018 153,918 262,550
Additions 4,360 1,230 13,192 18,782
Assets Reclassified To Held for Sale (121) (0) 28 (94)
Disposals (285) (74) (478) (837)
Net Revaluations Recognised In Reserves® 9,083 155 9,427 18,665
Depreciation Expense® (1,891) (921) (2,767) (5,578)
Other Movements 1,250 118 (1,889) (521)
Net Carrying Amount at End of Year 108,009 13,526 171,432 292,967

At 1 July 2022

Gross Carrying Amount 148,028 20,002 215,771 383,801
Accumulated Depreciation and Impairment (40,020) (6,475) (44,339) (90,835)
Net Carrying Amount 108,009 13,526 171,432 292,967

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 108,009 13,526 171,432 292,967
Additions 5,765 1,815 14,502 22,081
Assets Reclassified To Held for Sale (171) 0 0 (171)
Disposals (347) (57) (380) (784)
Net Revaluations Recognised In Reserves 9,526 400 22,648 32,574
Depreciation Expense (2,358) (1,010) (2,868) (6,236)
Other Movements 265 466 (931) (201)
Net Carrying Amount at End of Year 120,688 15,140 204,402 340,230

At 30 June 2023

Gross Carrying Amount 176,090 22,055 259,794 457,939
Accumulated Depreciation and Impairment (55,402) (6,915) (55,392) (117,710)
Net Carrying Amount 120,688 15,140 204,402 340,230

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Property, Plant and Equipment Where the GGS is the Lessor Under Operating Leases

Land and Plant and Infrastructure
Fair Value Buildings Equipment Systems

$m $m $m

At 1 July 2021

Gross Carrying Amount 7,910 297 414 8,621
Accumulated Depreciation and Impairment (1,012) (197) (13) (1,223)
Net Carrying Amount 6,898 100 401 7,398

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 6,898 100 401 7,398
Opening Balance Adjustments® 11 (20) 9)
Adjusted Net Carrying Amount at Start of Year 6,909 100 381 7,389
Additions 57 2 119 178
Assets Reclassified To Held for Sale (27) (27)
Disposals (8) (8)
Net Revaluations Recognised In Reserves 942 20 12 973
Depreciation Expense (102) (13) (2) (117)
Other Movements 120 (105) 48 64
Net Carrying Amount at End of Year 7,892 3 558 8,453

At 1 July 2022

Gross Carrying Amount 9,143 4 575 9,721
Accumulated Depreciation and Impairment (1,251) (0) (16) (1,268)
Net Carrying Amount 7,892 3 558 8,453

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 7,892 3 558 8,453
Additions 23 25 47
Assets Reclassified To Held for Sale
Disposals 9) (9)
Net Revaluations Recognised In Reserves 500 4 504
Depreciation Expense (135) (1) (2) (138)
Other Movements 690 19 (79) 630
Net Carrying Amount at End of Year 8,960 21 507 9,487

At 30 June 2023

Gross Carrying Amount 10,530 22 527 11,080
Accumulated Depreciation and Impairment (1,570) (2) (21) (1,593)
Net Carrying Amount 8,960 21 507 9,487

(@) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Total State Sector

Total Property, Plant and Equipment

Land and Plant and Infrastructure
Fair Value Buildings® Equipment® Systems'® Total

Restated® Restated®
$m $m $m $m

At 1 July 2021

Gross Carrying Amount 210,687 24,763 243,118 478,568
Accumulated Depreciation and Impairment (37,307) (8,034) (43,220) (88,561)
Corrections to Prior Periods® (701) (701)
Net Carrying Amount 172,679 16,729 199,898 389,306

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 172,679 16,729 199,898 389,306
Opening Balance Adjustments® 15 7 (25) 2)
Adjusted Net Carrying Amount at Start of Year 172,695 16,736 199,873 389,304
Additions 5,965 2,129 16,113 24,208
Assets Reclassified To Held for Sale (204) 0) 28 (176)
Disposals (627) (78) (526) (1,231)
Net Revaluations Recognised In Reserves®® 20,298 (123) 11,850 32,025
Depreciation Expense® (2,879) (1,196) (3,902) (7,976)
Other Movements 2,262 65 (2,515) (188)
Net Carrying Amount at End of Year 197,510 17,534 220,921 435,964

At 1 July 2022

Gross Carrying Amount 240,399 25,685 267,669 533,753
Accumulated Depreciation and Impairment (42,889) (8,151) (46,748) (97,789)
Net Carrying Amount 197,510 17,534 220,921 435,964

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 197,510 17,534 220,921 435,964
Additions 7,270 2,220 18,356 27,846
Assets Reclassified To Held for Sale 177) 0 0 (177)
Disposals (586) 61) (413) (1,060)
Net Revaluations Recognised In Reserves'® 12,139 274 22,388 34,801
Depreciation Expense (3,439) (1,264) (4,161) (8,863)
Other Movements 869 725 (1,437) 157
Net Carrying Amount at End of Year 213,586 19,427 255,653 488,666

At 30 June 2023

Gross Carrying Amount 272,434 28,227 313,682 614,343
Accumulated Depreciation and Impairment (58,848) (8,800) (58,030) (125,677)
Net Carrying Amount 213,586 19,427 255,653 488,666
Land and Buildings includes assets under construction of $4,726 million at 30 June 2023 (30 June 2022: $4,869 million).

)
) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

) Plant and Equipment includes assets under construction of $2,943 million at 30 June 2023 (30 June 2022: $2,511 million).
)

)

Infrastructure Systems includes assets under construction of $49,218 million at 30 June 2023 (30 June 2022: $38,707 million).
These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
Includes net revaluations of $32,066 million and net impairment losses of $(41) million recognised in reserves.

) Includes net revaluations of $34,906 million and net impairment losses of $(105) million recognised in reserves.
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Property, Plant and Equipment Held and Used by the TSS

Land and Plant and Infrastructure
Fair Value Buildings Equipment Systems Total

Restated® Restated®
$m $m $m $m

At 1 July 2021

Gross Carrying Amount 151,538 24,680 242,703 418,921
Accumulated Depreciation and Impairment (36,524) (7,994) (43,206) (87,724)
Corrections to Prior Periods® (701) (701)
Net Carrying Amount 114,313 16,686 199,497 330,496

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 114,313 16,686 199,497 330,496
Opening Balance Adjustments® 2 7 (5) 5
Adjusted Net Carrying Amount at Start of Year 114,316 16,693 199,491 330,500
Additions 5,712 2,127 15,994 23,833
Assets Reclassified To Held for Sale (123) (0) 28 (95)
Disposals (369) (78) (526) (973)
Net Revaluations Recognised In Reserves® 9,416 (128) 11,838 21,125
Depreciation Expense® (2,218) (1,192) (3,900) (7,310)
Other Movements 2,413 108 (2,564) (43)
Net Carrying Amount at End of Year 129,147 17,530 220,362 367,038

At 1 July 2022

Gross Carrying Amount 171,194 25,681 267,094 463,968
Accumulated Depreciation and Impairment (42,047) (8,150) (46,732) (96,930)
Net Carrying Amount 129,147 17,530 220,362 367,038

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 129,147 17,530 220,362 367,038
Additions 6,915 2,220 18,331 27,465
Assets Reclassified To Held for Sale (177) 0 0 (177)
Disposals (386) (61) (413) (860)
Net Revaluations Recognised In Reserves 9,601 274 22,383 32,259
Depreciation Expense (2,727) (1,264) (4,158) (8,150)
Other Movements 384 725 (1,343) (236)
Net Carrying Amount at End of Year 142,756 19,424 255,161 417,341

At 30 June 2023

Gross Carrying Amount 200,512 28,223 313,170 541,905
Accumulated Depreciation and Impairment (57,757) (8,799) (58,009) (124,565)
Net Carrying Amount 142,756 19,424 255,161 417,341

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Property, Plant and Equipment Where the TSS is the Lessor Under Operating Leases

Land and Plant and Infrastructure
Fair Value Buildings Equipment Systems

$m $m $m

At 1 July 2021

Gross Carrying Amount 59,149 83 415 59,647
Accumulated Depreciation and Impairment (783) (40) (14) (837)
Net Carrying Amount 58,366 43 401 58,810

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 58,366 43 401 58,810
Opening Balance Adjustments® 13 (20) (7)
Adjusted Net Carrying Amount at Start of Year 58,379 43 381 58,803
Additions 254 2 119 375
Assets Reclassified To Held for Sale (81) (81)
Disposals (258) (258)
Net Revaluations Recognised In Reserves 10,883 5 12 10,899
Depreciation Expense (661) (3) (2) (666)
Other Movements (151) (43) 48 (146)
Net Carrying Amount at End of Year 68,364 4 559 68,926

At 1 July 2022

Gross Carrying Amount 69,206 4 575 69,785
Accumulated Depreciation and Impairment (842) (1) (16) (859)
Net Carrying Amount 68,364 4 559 68,926

Year Ended 30 June 2023

Net Carrying Amount at Start of Year 68,364 4 559 68,926
Additions 356 25 380
Assets Reclassified To Held for Sale
Disposals (201) (201)
Net Revaluations Recognised In Reserves 2,538 4 2,542
Depreciation Expense (711) (0) (2) (714)
Other Movements 485 (0) (94) 391
Net Carrying Amount at End of Year 70,830 3 492 71,325

At 30 June 2023

Gross Carrying Amount 71,921 4 513 72,438
Accumulated Depreciation and Impairment (1,091) (1) (21) (1,113)
Net Carrying Amount 70,830 3 492 71,325

(@) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Fair Value Measurement of Non-Financial Assets

The table below sets out the State’s non-financial assets measured at fair value according to the fair value
hierarchy at reporting date.

Fair Value Hierarchy of Non-Financial Assets

General Government Sector

Historical
30 June 2023 Level 1 Level 2 Level 3 ot

$m $m $m $m

Fair Value Hierarchy
Property, Plant and Equipment

Land and Buildings 20,183 109,465 129,648
Plant and Equipment® 3,543 6,679 4,939 15,161
Infrastructure Systems 321 204,587 204,909
Assets Held for Sale (Note 15) 136 16 151
Intangibles (Note 19) 931 4,246 5,176
Investment Properties (Note 16)
Forestry Stock and Other Biological Assets
(Note 14) 16 16
24,183 321,693 9,185 355,060

(a) Assets measured using depreciated historical cost as a surrogate for fair value do not require fair value hierarchy disclosures under
AASB 13.

Historical
30 June 2022 LS Cost Total

Restated® Restated®
$m $m $m

Fair Value Hierarchy
Property, Plant and Equipment

Land and Buildings® 19,923 95,977 115,900
Plant and Equipment® 3,521 5,057 4,952 13,530
Infrastructure Systems 118 171,873 171,990
Assets Held for Sale (Note 15) 44 18 62
Intangibles (Note 19) 896 3,878 4,774

Investment Properties (Note 16)

Forestry Stock and Other Biological Assets

(Note 14) 2 3

23,605 273,844 8,830 306,279

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) Assets measured using depreciated historical cost as a surrogate for fair value do not require fair value hierarchy disclosures under
AASB 13.
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Total State Sector

Historical
30 June 2023 Level 1 Level 2 Level 3 Cost

$m $m $m $m

Fair Value Hierarchy
Property, Plant and Equipment

Land and Buildings 22,262 191,324 213,586
Plant and Equipment® 3,608 10,330 5,489 19,427
Infrastructure Systems 321 255,331 255,653
Assets Held for Sale (Note 15) 136 25 161
Intangibles (Note 19) 964 5,289 6,253
Investment Properties (Note 16) 611 1,142 1,753
r;;(te:t‘lrx)Stock and Other Biological Assets 642 642
26,938 459,758 10,778 497,474

(a) Assets measured using depreciated historical cost as a surrogate for fair value do not require fair value hierarchy disclosures under

AASB 13.

Historical
30 June 2022 Level 1 Level 2 Level 3 Cost Total

Restated® Restated®
$m $m $m $m $m

Fair Value Hierarchy
Property, Plant and Equipment

Land and Buildings® 21,771 175,740 197,510
Plant and Equipment® 3,583 8,379 5,571 17,534
Infrastructure Systems 118 220,803 220,921
Assets Held for Sale (Note 15) 44 44 88
Intangibles (Note 19) 924 4,946 5,869
Investment Properties (Note 16) 611 1,130 1,741
rh:);(::zrx)Stock and Other Biological Assets 646 646
26,126 407,666 10,516 444,309

(@) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) Assets measured using depreciated historical cost as a surrogate for fair value do not require fair value hierarchy disclosures under
AASB 13.
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Reconciliation of Recurring Level 3 Fair Value Measurements for Non-Financial Assets

General Government Sector

Forestry
Stock and Total
Assets Other Recurring
Land and Plantand Infrastructure Held for Intangible Biological Level 3
Buildings  Equipment Systems Sale Assets Assets Fair Value
Restated® Restated®
$m $m $m $m $m $m $m
Year Ended 30 June 2023
Adjusted Fair Value at Start of Year 95,978 5,057 171,873 18 896 23 273,844
Additions 4,825 278 14,130 2 19,235
Revaluations. Recognised in Other 9.117 391 22,189 34 7 31,724
Comprehensive Income
Transfers into Level 3 1,147 1 1 1,149
Transfers out of Level 3 (1,122) (0) (51) (1,173)
Disposals (297) (1) (157) (3) (458)
Depreciation and Amortisation (2,421) (169) (2,861) (5) (5,456)
Other Movements 2,239 1,122 (537) 0 3 2,828
Fair Value at End of Year 109,465 6,679 204,587 16 931 16 321,693

(@) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.

Forestry
Stock and Total
Assets Other Recurring
Land and Plantand Infrastructure Held for Intangible Biological Level 3
Buildings  Equipment Systems Sale Assets Assets Fair Value
Restated® Restated®
$m $m $m $m $m $m $m

Year Ended 30 June 2022

Fair Value at Start of Year 84,293 4,975 154,213 4 858 18 244,398
Corrections to Prior Periods® (701) (701)
ggﬁgt'“mgegf;g;we fair value 344 (213) (495) 40 (325)
Adjusted Fair Value at Start of Year 83,936 4,762 153,718 41 898 18 243,373
Additions 3,362 96 13,380 (28) 4 16,814
gi‘r’;“;‘::ﬂgr’]‘:l\ie;‘;%'rjﬂ in Other 8,587 420 9,823 2 5 18,837
Transfers into Level 3 1,072 94 (28) 1,138
Transfers out of Level 3 (146) (23) (169)
Disposals (181) (10) (125) (80) (0) (395)
Depreciation and Amortisation® (1,872) (178) (2,761) (6) (4,818)
Other Movements 1,219 (128) 2,111) 85 0 (936)
Fair Value at End of Year 95,977 5,057 171,873 18 896 23 273,844

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Total State Sector

Forestry
Stock and Total
Assets Other  Recurring
Land and Plantand Infrastructure Held for Intangible Investment Biological Level 3
Buildings Equipment  Systems Sale Assets  Properties Assets Fair Value
Restated® Restated®
$m $m $m $m $m $m $m $m
Year Ended 30 June 2023
e:';‘:“ed Fair Value at Startof 175749 8,379 220,803 44 924 1,130 646 407,667
Additions 6,304 561 17,974 4 119 24,962
Revaluations Recognised in
Other Comprehens?ve neome 11,106 265 21,707 34 (157) (4) 32,951
Transfers into Level 3 1,147 1 1 1,149
Transfers out of Level 3 (1,206) (14) (51) (1,271)
Disposals (524) 2) (190) (25) (741)
Depreciation and Amortisation (3,352) (335) (4,151) (6) (7,845)
Other Movements 2,110 1,474 (761) 6 6 50 0 2,885
Fair Value at End of Year 191,324 10,330 255,331 25 964 1,142 642 459,758

(a) Refer to Note 34: Restatement/Corrections to Prior Years, for details of corrections to prior period.
(b) These adjustments have been made due to information becoming available after the release of the 2021-22 TSSA.

Forestry
Stock and Total
Assets Other Recurring
Land and Plantand Infrastructure Held for Intangible Investment Biological Level 3
Buildings Equipment  Systems Sale Assets Properties Assets  Fair Value
Restated® Restated®
$m $m $m $m $m $m $m $m
Year Ended 30 June 2022

Fair Value at Start of Year 152,850 7,965 199,749 78 884 998 771 363,295
Corrections to Prior Period® (701) (701)
gc;ﬁgt'“mgegf;g;we fair value 311 (213) (461) 40 (324)
¢:§:Sted Fair Value at Startof 5, 460 7,752 199,288 78 924 998 771 362,270
Additions 5,034 867 16,183 (28) 4 266 22,326
g‘;’ ::‘g';’;f;‘;i‘;g\:‘;i‘;:qe” 18,581 121 12,234 2 103 (125) 30,916
Transfers into Level 3 1,080 94 (28) 1,146
Transfers out of Level 3 (150) (10) (23) (184)
Disposals (510) (11) (173) (144) 0 (838)
Depreciation and Amortisation® (2,678) (359) (3,895) (8) (6,940)
Other Movements 1,923 (74) (2,783) 138 1 (236) (1,031)
Fair Value at End of Year 175,740 8,379 220,803 44 924 1,130 646 407,666

(a) Refer to Note 34: Restatement/Corrections to Prior Years for details of corrections to prior period.
(b) These adjustments have been made due to information becoming available after the release of the 2020-21 TSSA.
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Valuation techniques, inputs and processes

Land and Buildings

Most of the State’s land and buildings comprise of specialised assets such as public housing, schools, TAFE
colleges, hospitals, railway stations and rail associated buildings, justice buildings (including court houses,
prisons and juvenile justice centres), the Olympic Stadium and Arena, Sydney Opera House, the Rocks and
Darling Harbour Precincts, police stations, Crown land and land under roads.

Non-specialised land and buildings are generally classified as Level 2. Specialised land and buildings are
generally classified as Level 3. Market evidence is used where relevant and then adjusted to take account of
factors such as the location, type and constraints around the use of the asset. The valuation approaches for
the main types of assets within Land and Buildings are set out below.

Public Housing

Public housing (mainly classified as Level 3) is determined by applying a mass appraisal methodology with
an annual rolling benchmark valuation approach whereby a third of benchmark properties are valued by
accredited property valuers with reference to market sales comparisons to calculate a market movement
index. The market movement index is applied to the remaining two-thirds of the benchmark properties. All
benchmark properties are grouped within thirteen geographical reporting regions. The median value increase
in each geographical group is applied to the respective group of properties within the property portfolio of the
group. Adjustments to each property are made for any significant different characteristic from benchmark
properties. The rolling benchmark valuation process is performed annually as at 31 December. An uplift
market movement factor has been provided from a registered valuer for the six months ended 30 June.

Schools and Education Facilities

School and education land and buildings are mainly classified as Level 3. The valuers use current market
sales evidence to determine the market value of land without restrictions and then apply a discount rate to
these values, to adjust for the restricted use of the land. The valuations use the weighted average market
value per square metre of land. School and TAFE buildings are valued using the current replacement cost
method. Due to the size of the portfolio a mass appraisal technique is used. Replacement cost rates for the
asset components of a building are determined based on the cost of recently built buildings. The valuation
takes account of the weighted average replacement cost per square metre for the building shell, fit-outs,
external services, landscaping and demountables. Adjustments are then made for location and special needs
requirements. Useful lives and depreciated rates are based on internal analysis.

Hospitals

Land is valued using a market approach, comparing similar assets and observable inputs. Where the land is
restricted, a discount rate is applied to adjust for the restricted land usage. The valuation utilises a market
sales comparison approach taking account of recent sales of comparable properties. Hospital buildings are
mainly classified as Level 3 and are valued using the current replacement cost method. The current
replacement cost per square metre is assessed by reference to external publications with allowances made
for regional locations. Remaining economic life is assessed based on physical depreciation and
obsolescence.

Land under Roads

Land under roads (mainly classified as Level 3) is valued using the Urban Average Rateable Value (ARV) per
hectare within each Local Government Area adjusted by an ‘open space’ ratio. The valuation takes account
of Local Government Area rateable land values and the land area under roads.

Crown Land

Crown land classified at level 3 are valued using mass valuation techniques using the market approach.
Within a local government area (LGA), each parcel is allocated to a single sub-classification. Discounts are
applied to adjust for the restricted land usage, especially to land within waterways and those under
undeveloped Crown roads to reflect value in use.

6-72 Total State Sector Accounts



Note 17

Crown land classified as Level 2 is valued using the market value approach by utilising market comparable
land. Valuations take account of the sale price of comparable land and are adjusted for the size of the land
and the long-term land appreciated rate.

Refer to Note 32: Contingent Liabilities and Contingent Assets for further information on reserved Crown land
claims under the Aboriginal Land Rights Act 1983 (NSW).

Land under Water

Land under water (mainly classified as Level 3) is valued using sales price of low economic land values in
remote areas of New South Wales. For that part of the 3 nautical miles considered to have higher use,
market price of adjacent dry land is used for public recreation and commercial purposes. Discounts are
applied to reflect value in use and restrictions on land.

Sensitivity of the Fair Value Measurement

Public Housing Higher/(lower) market sales values reflect higher/(lower) valuations.

Hospital, Schools and  The estimated fair value of land would increase/(decrease) if the value per square metre was higher/ (lower).
Education Facilities The estimated fair value of buildings would increase/(decrease) if the replacement cost per square metre for
the asset components was higher/(lower).

Land under Roads The estimated fair value would increase/(decrease) if the weighted current year Urban Average Rateable
Value increases/(decreases).

Crown Land and Land  The estimated fair value would increase/(decrease) if the comparable land values increase/(decrease).
under Water

Plant and Equipment

Plant and equipment comprise both specialised and non-specialised assets. Non-specialised assets are
generally classified as Level 2. The main specialised assets are rail rolling stock, public buses and ferries,
and museum and library collections. The specialised assets are generally classified as Level 3. Assets
measured using depreciated historical cost as an estimate for fair value do not require fair value hierarchy
disclosures under AASB 13.

Rail Rolling Stock

Rolling stock is valued using a current replacement cost method. Replacement cost rates are based on
domestic and international vehicles adjusted by an optimisation factor to reflect the technical and functional
obsolescence of the fleet sub-types relative to the modern equivalent.

Public Buses

Public buses are valued using the Optimised Replacement Cost (ORC) which is the minimum that it would
cost, in the normal course of business, to replace existing asset with a technologically modern equivalent
new asset with the same economic benefits, allowing for any differences in the quantity and quality of input
and in operating costs. The ORC estimates are based on recent cost prices for the buses and current pricing
for Rural and Regional Urban and School bus types, as quoted by numerous chassis and bus providers.

Ferries

Ferries are valued using a current replacement cost method. Replacement cost rates are based on the
quoted cost for replacing the vessels.

Collection Assets

Collection assets are classified as either Level 2 or Level 3 based on the level of inputs used in the valuation.
Valuation methods vary depending on the type of collection assets. All assets regarded as highly significant
are individually valued, with other assets valued by category of item using appropriately sized samples. In
most instances, the sampling techniques are performed by professional statisticians. Market values are
based on market evidence with reference to recent sales of items that are similar. Where there is a lack of
market-based evidence, re-collection costs are used.
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Sensitivity of the Fair Value Measurement

Rolling Stock The estimated fair value would increase/(decrease) if the replacement cost rates were higher/(lower).

Buses The estimated fair value would increase/(decrease) if the replacement cost rates for buses were higher/
(lower).

Ferries The estimated fair value would increase/(decrease) if the replacement cost rates were higher/(lower).

Collection Assets The estimated fair value would increase/(decrease) if the market prices or recollection cost rates
increased/(decreased).

Infrastructure Systems

Infrastructure systems comprise the State’s electricity systems, dams and water system assets, road
infrastructure and railway infrastructure. Most infrastructure assets are classified as Level 3 because they
comprise specialised assets for the delivery of utility and transport services.

Dams, Water System and Electricity System Assets

The majority of the State’s dams, water system and electricity system networks are valued using an income
valuation method. The discounted cash flow technique is used to perform the income approach valuation of
the assets. The Regulatory Asset Based Value, determined by the regulator, is used in conjunction with
forecast cash flows and a discount rate.

Service concession assets included in dam and water system units of account are valued using the current
replacement cost approach.

Road Infrastructure

Road infrastructure is valued using the current replacement cost method. Due to the size of the portfolio a
mass appraisal technique is used. Replacement cost rates for each significant asset component are
determined based on the unit prices quoted in the most recent construction tender documents or road cost
index. For service concession toll roads, fair value is determined by applying optimised unit rates to asset
inventory listings sourced from private operators based on the modern equivalent capitalisation type. Asset
inventory listings are supplemented by as-built drawings.

Rail Infrastructure

GGS infrastructure is valued using the current replacement cost method. Replacement cost rates for each
significant asset component are determined based on the replacement cost of the various asset
components.

Rail infrastructure and track work (including network land, buildings, and plant and equipment) controlled by
TAHE (a PNFC agency) is valued using an income valuation method. The discounted cash flow technique is
used to perform the income approach valuation of the assets. The valuations are based on reasonable
assumptions about TAHE's business, in addition to the current economic and broader environmental context
in which TAHE operates.

Sensitivity of the Fair Value Measurement

Electricity Systems The higher the future net cash inflows, the higher the fair value. The higher the discount rate, the lower the
fair value.

Dams and Water System  The higher the future net cash inflows, the higher the fair value. The higher the discount rate, the lower the

Assets fair value.

Road Infrastructure The estimated fair value would increase/(decrease) if current replacement cost, road index cost or current
unit replacement cost for the component increases/(decreases).
Railway Infrastructure The estimated fair value would increase/(decrease) if the replacement cost rates were higher/(lower).The

higher the future net cash inflows, the higher the fair value. The higher the discount rate, the lower
the fair value.

Non-Current Assets Held for Sale

Non-current assets (or disposal groups) held for sale are recognised at the lower of carrying amount and fair
value less costs to sell. Most assets are classified at Level 2 as their value has been determined on market
observable inputs.
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Investment Properties

Investment properties are recognised at fair value in the Consolidated Statement of Financial Position. These
assets are primarily recognised at Level 2 in the fair value hierarchy. Investment properties are
comprehensively revalued every three years with interim revaluations performed in the year between
comprehensive revaluations. Comprehensive valuations are performed by external valuers and are arrived at
by reference to market evidence of transactions prices for similar properties and by the capitalisation of the
income approach.

Forestry Stock and Other Biological Assets

Forestry softwood stock valuations are independently valued each financial year. These assets are valued
using a market-based valuation approach, which involves a combination of the sales comparison method
and income approach under a discounted cash flow framework. Forestry stock and other biological assets
are primarily recognised at Level 3 in the fair value hierarchy.

Intangibles

Intangibles measured at fair value comprise primarily of information communication and technology and
other assets transferred to the private sector operator under a 35-year concession to facilitate the provision
of land titling and registry services. These service concession assets are valued using the current
replacement cost method and are primarily recognised at Level 3 in the fair value hierarchy.

The valuation technique employed is based upon identifying the current cost in processing each record in a
group of databases. Significant unobservable inputs used in valuing the database include employee
expenses to replicate records, corporate overheads and major project spend to enhance features of the
databases. The estimated fair value would increase/(decrease) if the cost rates were higher/(lower).
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Service Concession Assets

The following tables present service concession assets included in the carrying amounts of property, plant
and equipment and intangibles (Note 19: Intangibles).

General Government Sector

Land and Plant and Infrastructure Intangibles
Buildings Equipment Systems (Note 19)

$m $m $m $m

At 30 June 2023

Gross Carrying Amount 5,826 2,963 92,640 967 102,396
Accumulated Depreciation and Amortisation (746) (315) (22,475) (36) (23,572)
Net Carrying Amount 5,081 2,648 70,165 931 78,824

Land and Plant and Infrastructure Intangibles
Buildings  Equipment Systems (Note 19)

$m $m $m $m

At 30 June 2022

Gross Carrying Amount 5,156 1,956 76,650 928 84,690
Accumulated Depreciation and Amortisation (617) (229) (16,655) (32) (17,532)
Net Carrying Amount 4,540 1,727 59,995 896 67,158

During the current financial year, there were no material reclassifications of existing assets of the General
Government Sector as service concession assets (2021-22: $21,184 million).

Total State Sector

Land and Plant and Infrastructure Intangibles
Buildings Equipment Systems (Note 19)

$m $m $m $m
At 30 June 2023
Gross Carrying Amount 7,895 3,466 94,324 1,003 106,688
Accumulated Depreciation and Amortisation (1,454) (675) (22,650) (39) (24,818)
Net Carrying Amount 6,441 2,791 71,674 964 81,870
Land and Plantand Infrastructure Intangibles
Buildings Equipment Systems (Note 19)
$m $m $m $m
At 30 June 2022
Gross Carrying Amount 7,061 2,396 78,175 957 88,590
Accumulated Depreciation and Amortisation (1,198) (533) (16,781) (34) (18,546)
Net Carrying Amount 5,863 1,863 61,394 924 70,043

During the current financial year, there were no material reclassifications of existing assets of the Total State
Sector as service concession assets (2021-22: $21,184 million).
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Service Concession Arrangements

The following tables list service concession arrangements falling within the scope of AASB 1059 for both the
GGS and TSS (unless otherwise stated).

Railway Infrastructure

Arrangement Terms and Conditions

Description

Light Rail Services: The State has a contract with ALTRAC Light Rail Partnership (the operator) relating to the
Sydney Light Rail project.

Northwest Rapid Transit: The State has entered a contract with the Northwest Rapid Transit Group (the operator)
relating to the Sydney Metro North West Line, and the Sydney Metro City and Southwest project.

Parklife Metro: The State has entered into a contract with Parklife Metro (the operator) relating to the Sydney
Metro Western Sydney Airport metro project.

Sydney Airport Link: The State has entered into a contract with the Airport Link Company (the operator) to
operate and maintain railway stations on the Sydney City Airport Link train line. (TSS only)

Funding Model

Light Rail Services: Financial liability arrangement.
Northwest Rapid Transit: Financial liability arrangement.
Parklife Metro: Financial liability arrangement.

Sydney Airport Link: Hybrid arrangement.

Arrangement
Period

Light Rail Services: 22 years (2014 - 2036)
Northwest Rapid Transit: 20 years (2014 - 2034)
Parklife Metro: 20 years (2022-2042)

Sydney Airport Link: 30 years (2000 - 2030)

Arrangement
Terms

Light Rail Services: The operator is responsible for the design, construction, operation and maintenance of the
Sydney Light Rail. Upon construction completion and operational commencement, the operator is required to
deliver light rail services. The State is required to pay consideration for the delivery phase across the project term
(i.e. design and construction), and payments for operation and maintenance.

Northwest Rapid Transit: The operator is responsible for operation and maintenance of the North West Line
which began operations in May 2019. The operator is also responsible for the design and construction of the
Sydney Metro City Line for which construction began in December 2019. The Sydney Metro Southwest line will be
constructed by the State. The operator will be subsequently responsible for the operation and maintenance of both
the Sydney Metro City and the Southwest lines.

Parklife Metro: The operator is responsible for design and construction of Western Sydney Airport Line, design
and construction began in December 2022. The operator is also responsible for operation and maintenance of the
Western Sydney Airport Line, the line is expected to open in April 2027.

Sydney Airport Link: The State has entered into agreements with the operator to operate and maintain four
stations (Green Square, Mascot, Domestic and International) on the Sydney Airport Line until 2030. The State will
take over operation of the stations in 2030. The State has granted the operator the right to charge passengers an
access fee for two stations, the State pays access fees directly to the operator for the other two stations. The State
also has a revenue sharing arrangement with the operator.

Rights and
Obligations

Light Rail Services: The operator is required to deliver light rail services upon construction completion on which
the State is obligated to pay for. The operator is required to hand back the significant residual interest of the assets
in the project at the end of the project term.

Northwest Rapid Transit: The operator is required to deliver metro passenger services which the State is
obligated to pay for under the service concession. The operator is required to hand back the significant residual
interest of the assets in the project at the end of the project term.

Parklife Metro: The operator is required to deliver metro passenger services which the State is obligated to pay for
under the service concession. The operator is required to hand back the significant residual interest of the assets in
the project at the end of the project term.

Sydney Airport Link: The operator is obliged to build, operate and maintain the four stations until 2030. The State
has a right to receive a share of the net revenue generated by ALC once certain thresholds have been met. The
State has the right to take over operation of the stations in 2030.

Service
Concession
Assets (SCA)
Carrying
Amount

Light Rail Services: $2,889 million (2021-22: $2,793 million)
Northwest Rapid Transit: $13,503 million (2021-22: $11,825 million)
Parklife Metro: $624 million

Sydney Airport Link: $174 million (2021-22: $169 million) (TSS only)
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Toll Roads — Motorways

Arrangement Terms and Conditions

Description

The State has contracts with various private sector operators relating to the design, construction, operation and
maintenance of various motorway toll roads:

M2 Motorway: An arrangement is evident with Transurban (the operator) relating to the M2 Motorway.

M5 Motorway: A contract has been entered with Interlink Roads relating to the M5 Motorway.

M7 Motorway: An arrangement is evident with the NorthWestern Roads Group relating to the M7 Motorway.

M7 Widening and M7-M12 Interchange : An arrangement is evident with the NorthWestern Roads Group relating
to widening of existing M7and the construction of M7-M12 Interchange.

NorthConnex: An agreement is evident with the NorthWestern Roads Group relating to the NorthConnex
motorway.

Funding
Model

M2 Motorway: Grant of a Right to the Operator ("GORTQO") arrangement.
M5 Motorway: GORTO arrangement.

M7 Motorway: GORTO arrangement.

M7 Widening and M7-M12 Interchange: GORTO arrangement.
NorthConnex: Hybrid arrangement.

Arrangement
Period

M2 Motorway: 51 years (1997 - 2048)
M5 Motorway: 34 years (1992 - 2026)
M7 Motorway: 43 years (2005 - 2048)
M7 Widening and M7-M12 Interchange: 26 years (expected opening 2026 - 2052)
NorthConnex: 28 years (2020 - 2048)

Arrangement
Terms

M2 Motorway: The State entered a contract with the original concession holder to design, construct, operate and
maintain the M2 Motorway. Under the initial project deed, ownership of the M2 Motorway would revert to the State in
45 years from M2 Motorway operations commencement in May 1997. Additional construction work in 2013 and the
integration of the M2 to connect with the NorthConnex Motorway in 2015 has further extended the term of the
agreement to 51 years, subject to the provisions of the M2 Motorway Project Deed. The State has granted the
current operator the right to levy and retain tolls on the motorway.

The State leases land for the term of the agreement. Until the project achieves the required rate of return, rent is
payable in cash or by promissory note at the lessee’s discretion. On achievement of the required rate, the rent is
payable in cash.

M5 Motorway: A contract was entered into with the concession holder to design, construct, operate and maintain
the M5 Motorway. The initial concession period was for the period 14 August 1992 to 14 August 2022 but has been
extended to 2026 with the additional construction of the interchange at Moorebank and the expansion of the M5
corridor. The State has granted the operator the right to levy and retain tolls on the motorway.

The M5 South-West Motorway Call Option Deed provides that if, after at least 25 years from the M5 Western Link
commencement date of 26 June 1994, the State determines that the expected financial return has been achieved,
the State has the right to purchase either the business from the concession holder or the shares in the concession
holder. The exercise price under the M5 Call Option Deed will be based on open market valuation of the business or
shares.

M7 Motorway: An agreement was signed with the concession holder in 2003 to construct the Westlink M7
Motorway. The motorway was constructed and opened in 2005. The State has granted the operator the right to levy
and retain tolls on the motorway. In consideration for building the NorthConnex motorway (refer below), the
concession period on the Westlink M7 Motorway has been extended from 2037 to 2048, after which the motorway
will be transferred back to the State.

M7 Widening and M7-M12 Interchange: An agreement was signed with the concession holder in February 2023
for the widening of the existing M7 and the construction of M7-M12 Interchange. Under the terms of the agreement,
the M7 Widening will be fully funded by the concessionaire whilst the state will contribute $312 million in cash
towards the construction, construction management and property acquisition costs of the M7-M12 Interchange. The
remaining balance will be financed by the concession holder. The Project Deed stipulates that the concession holder
will operate the motorways until 30 June 2052, after which they will be transferred back to the state.

NorthConnex: An agreement was signed with the concession holder in 2015 to finance, design, construct, operate
and maintain the NorthConnex Motorway. The State’s contribution is $997 million in cash towards construction with
the remaining balance being financed by the concession holder. NorthConnex was opened on October 2020 with
the operator allowed to operate the motorway until 30 June 2048, after which the motorway will be transferred back
to the State. The State has granted the operator the right to levy and retain tolls on the motorway. In consideration
for building the NorthConnex Motorway, the NorthConnex agreement also provides for an extension of the
concession terms on the Westlink M7 Motorway, Lane Cove Tunnel and M2 Motorway to 30 June 2048.

Rights and
Obligations

The operators must keep all traffic lanes of the Motorways open to the public for the safe, efficient and continuous
passage of vehicles. The operator must not levy or impose any charge, toll or fee for or in connection with the use of
the motorways other than in accordance with the agreements. Upon the end of the agreement term, the operators
must surrender to the State the motorways in a condition which is consistent with the operator's obligation to
maintain and repair them in the Project Deed.

SCA Carrying
Amount

Transport for NSW Toll Roads®®: $29,940 million (2021-22: $28,184 million)

(a) Toll roads managed by Transport for NSW for the State include the M2 Motorway, M5 Motorway, M7 Motorway, M7 Widening, M7-M12
Interchange, NorthConnex, Cross City Tunnel, Eastern Distributor, Lane Cove Tunnel, Sydney Harbour Tunnel, WestConnex 1A and 1B,
WestConnex 2, and WestConnex 3.
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Toll Roads — Tunnels

Arrangement Terms and Conditions

Description The State has contracts with various private sector operators relating to the design, construction, operation and
maintenance of various toll roads — tunnels:
Cross City Tunnel: An agreement requiring Transurban (the operator) to operate and maintain the Cross City
Tunnel located in Sydney.
Eastern Distributor: An agreement with Transurban (the operator) to operate and maintain the Eastern Distributor
located in Sydney.
Lane Cove Tunnel: An agreement signed with Transurban (the operator) to operate and maintain the Lane Cove
Tunnel located in Sydney.
Sydney Harbour Tunnel: An agreement signed with Ventia Australia Pty Ltd (the operator) to operate and maintain
the Sydney Harbour Tunnel.

Funding Cross City Tunnel: GORTO arrangement.

Model Eastern Distributor: GORTO arrangement.
Lane Cove Tunnel: GORTO arrangement.
Sydney Harbour Tunnel: Financial liability arrangement.

Arrangement  Cross City Tunnel: 30 years (2005 - 2035)

Period Eastern Distributor: 48 years (2000 - 2048)
Lane Cove Tunnel: 41 years (2007 - 2048)
Sydney Harbour Tunnel: 15 years (2022 - 2037)

Arrangement  Cross City Tunnel: An agreement was signed with the concession holder in 2002 to construct the Cross City

Terms Tunnel. The tunnel was completed and opened to traffic on 28 August 2005. Under the terms of the agreement, the
current operator will operate the tunnel until 18 December 2035, after which the motorway will be transferred back to
the State. The State has granted the operator the right to levy and retain tolls on the tunnel.
Reimbursement of certain development costs was received from the operators in the form of an upfront cash
payment in August 2005. The amount of this payment was $97 million.
Eastern Distributor: An agreement was signed with the concession holder in 1997 to build, own, operate and
transfer the Eastern Distributor. The tunnel was opened to traffic on 23 July 2000. The operator is required to pay
concession fees in accordance with the agreement in consideration of the State granting to the operator the right to
levy and retain tolls.
Lane Cove Tunnel: An agreement was signed with the concession holder in 2003 to build and operate the Lane
Cove Tunnel. The construction cost was $1.1 billion, with the cost being met by the private sector. The tunnel was
opened to traffic in 2007 with the current operator required to operate the tunnel until 30 June 2048, after which the
motorway will be transferred back to the State. The State has granted the operator the right to levy and retain tolls on
the tunnel. Reimbursement of certain development costs were received from the operator in the form of an upfront
cash payment in April 2007. The amount of this payment was $79 million.
Sydney Harbour Tunnel: The State has entered into an Asset Management Deed with the private operator to
operate and maintain the Sydney Harbour Tunnel after the end of the previous service concession arrangement with
Sydney Harbour Tunnel Company. The State is the owner of Sydney Harbour Tunnel and pays the operator a service
payment in relation to the services under the Asset Management Deed.

Rights and The operators must keep all traffic lanes of the tunnels open to the public for the safe, efficient and continuous

Obligations passage of vehicles. The operators must not levy or impose any charge, toll or fee for or in connection with the use
of the motorways other than in accordance with agreements. Upon the term end, the operators must return to the
State the motorways and associated assets in a fully functional condition which complies with contractual
arrangements.

Changes to Sydney Harbour Tunnel: The previous service concession with the Sydney Harbour Tunnel Company ended on 31

Arrangements August 2022. The State has entered into a new service concession arrangement with Ventia Australia Pty Ltd for the

during operation and maintenance of Sydney Harbour Tunnel starting from 1 September 2022.

2022-23

SCA Carrying  Transport for NSW Toll Roads®: $29,940 million (2021-22: $28,184 million)

Amount

(a) Toll roads managed by Transport for NSW for the State include the M2 Motorway, M5 Motorway, M7 Motorway, M7 Widening, M7-M12
Interchange, NorthConnex, Cross City Tunnel, Eastern Distributor, Lane Cove Tunnel, Sydney Harbour Tunnel, WestConnex 1A and 1B,
WestConnex 2, and WestConnex 3.

Total State Sector Accounts 6-79
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Toll Roads — WestConnex

Arrangement Terms and Conditions

Description

WestConnex 1A and 1B: The Stage 1 Project Deed was signed with the concession holder requiring M4
widening (Stage 1A) and the construction of the new M4 tunnels and associated surface works (Stage 1B). Stage
1A was opened to traffic on 4 July 2017.

WestConnex 2: The Stage 2 Deed was signed on 20 November 2015 to develop and upgrade the existing M5
East from Beverly Hills to St Peters.

WestConnex 3A: The Stage 3 Project Deed was signed with the concession holder on 12 June 2018 to design,
construct, operate and maintain the M4-M5 Link Tunnels.

Funding Model

WestConnex 1A: GORTO arrangement.
WestConnex 1B: Hybrid arrangement.
WestConnex 2: Hybrid arrangement.
WestConnex 3A: Hybrid arrangement.

Arrangement
Period

WestConnex 1A and 1B: 43 years (2017 - 2060)
WestConnex 2: 40 years (2020 - 2060)
WestConnex 3A: 37 years (2023 to 2060)

Arrangement
Terms

WestConnex 1A and 1B: The Project Deed stipulates that the operator, Transurban, will operate the motorway
until 2060, after which the motorway will be transferred back to the State at no cost. Up until the end of the
concession period, the State has granted the concession holder the right to levy and retain tolls on the motorway.
The State is entitled to a share of tolling revenue above the base revenue threshold.

WestConnex 2: The State granted motorway stratum land leases over new M5 Main Works and M5 East Lease
when Stage 2 opened to traffic on 5 July 2020, and M5 West Lease from December 2026 to the termination date
of 31 December 2060. The State is entitled to a share of tolling revenue with the operator, Transurban, above the
base revenue threshold.

WestConnex 3A: The Project Deed stipulates that the operator will operate the M4-M5 Link until 31 December

2060, after which the motorway will be transferred to the State at no cost. Up until the end of the concession
period, the State will grant the concession holder the right to levy and retain tolls on the motorway.

Rights and
Obligations

The operator must keep all traffic lanes of the toll road open to the public for the safe, efficient and continuous
passage of vehicles. The operator must not levy or impose any charge, toll or fee for or in connection with the use
of the toll road other than in accordance with the Toll Calculation Schedule specified in the Deed.

Upon the end of the term the operator must transfer to the State the toll road and associated assets in a fully
functional condition which complies with contractual arrangements.

SCA Carrying
Amount

Transport for NSW Toll Roads®®: $29,940 million (2021-22: $28,184 million)

(a) Toll roads managed by Transport for NSW for the State include the M2 Motorway, M5 Motorway, M7 Motorway, M7 Widening, M7-M12
Interchange, NorthConnex, Cross City Tunnel, Eastern Distributor, Lane Cove Tunnel, Sydney Harbour Tunnel, WestConnex 1A and 1B,
WestConnex 2, and WestConnex 3.

Total State Sector Accounts
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Car Park Facilities

Arrangement Terms and Conditions

Description B-Line Car Parks: The State has entered arrangements with the Northern Beaches Council (the operator) for the
use of car spaces for public commuter car parking at B-Line bus service car parks.
Hospital Car Parks: The State has entered into construction and operation arrangements with Infrashore (the
operator) for car parks at the Royal North Shore Hospital (RNSH P1 and RNSH P2), and the International Parking
Group (the operator) for car parks at the Prince of Wales Hospital and St George Hospital.

Funding B-Line Car Parks: GORTO arrangement.

Model Hospital Car Parks: RNSH P1: Hybrid arrangement, RNSH P2: Financial liability arrangement, Prince of Wales
Hospital Car Park: GORTO arrangement, and St George Hospital Car Park: Hybrid arrangement.

Arrangement  B-Line Car Parks: 30 to 50 years

Period Hospital Car Parks: RNSH P1: 26 years (2010 - 2036), RNSH P2: 22 years (2014 - 2036), Prince of Wales Hospital
Car Park: 26 years (1997 - 2023), and St George Hospital Car Park: 25 years (1999 - 2024)

Arrangement  B-Line Car Parks: The operator is responsible for the provision of public commuter car parking, and maintenance of

Terms the car parks, while the State will bear a pro rata share of the operator’s outgoings in connection with ownership,
control, operation, management and maintenance of the premises.
Hospital Car Parks: The State has contracted the operator to build RNSH P2 carpark and manage both the RNSH
P1 and P2 carparks. RNSH P2 carpark construction was funded by the State and paid in instalments under a
financing arrangement for the duration of the term. The RNSH P1 carpark was an existing carpark of the State.
The Prince of Wales hospital carpark and St George hospital carpark were funded by the operator which was
contracted to build, manage and operate both carparks. The State has granted rights to the operator to operate and
generate revenue from the carparks. Upon grant of this right, the operator has paid an upfront license fee to the
State.

Rights and B-Line Car Parks: The operator can terminate the arrangement, but only in the event of a material breach by the

Obligations State or if monies are outstanding. The State has the right to give three months notice to terminate the arrangement
and thereafter vacate after removing transport-related equipment and signage. At the end of the term, the State can
continue to occupy the car park. The State can transfer or sublet the arrangement, including to another agency.
Hospital Car Parks: The State is obliged to provide the operators with access to the carparks and is obligated to pay
for the construction of the RNSH P2 car park under the financing arrangement with the Operator. The operators are
responsible for car park operations and at arrangement end will return all assets back to the State. There are no
provisions for extension of the term in the contracts, however this can be separately negotiated.

Changes to Hospital Car Parks: Prince of Wales Hospital Car Park arrangement ended on 30 June 2023, assets will be

Arrangements transferred back to the State during 2023-24.

during

2022-23

SCA Carrying B-Line Car Parks: $27 million (2021-22: $38 million)

Amount Hospital Car Parks: RNSH P1 car park: $24 million (2021-22: $24 million), RNSH P2 car park: $24 million (2021-22:

$24 million); St George Hospital car park: $10 million (2021-22: $10 million), and Prince of Wales Hospital car park:
$52 million (2021-22: $52 million)

Total State Sector Accounts 6 - 81
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Correctional Centres

Arrangement Terms and Conditions

Description Clarence Correctional Centre: The State has an arrangement with the Serco Group (the operator) to construct,
maintain and operate the Clarence Correctional Centre as part of NSW Corrective Services.
Parklea and Junee Correctional Centres: The State has separate arrangements with MTC-Broadspectrum and
GEO Group Australia (the operators) to respectively maintain and operate the Parklea and Junee Correctional
Centres.

Funding Clarence Correctional Centre: Financial liability arrangement.

Model Parklea and Junee Correctional Centres: N/A — the operator uses the State’s existing assets.

Arrangement  Clarence Correctional Centre: 20 years (2020 - 2040)

Period Parklea Correctional Centre: 7 years (2019 - 2026)
Junee Correctional Centre: 5 years (2019 - 2024)

Arrangement  Clarence Correctional Centre: The correctional centre was constructed by the operator on existing State-owned

Terms land and was completed for operational use on 1 July 2020. Construction is financed through the operator over the
arrangement period. Commencing 1 July 2020, the State is obliged to make payments for ongoing service and asset
maintenance fees, including transitional one-off fixed fees, interest and debt repayments.
Junee and Parklea Correctional Centres: The Correctional Centres were existing assets of the State prior to 1 July
2019. Under the project deed arrangement, the State is obligated to pay ongoing services payments and asset
maintenance fees to the operator over the arrangement period.

Rights and The State is required to provide site access to all operators to operate the correctional centres. Following the

Obligations contractual end dates, the State continues to own the assets managed by the operators. There is no early
termination or option period after the contractual end dates stated above.

SCA Carrying Clarence Correctional Centre: $727 million (2021-22: $731 million)

Amount Parklea Correctional Centre: $353 million (2021-22: $346 million)

Junee Correctional Centre: $369 million (2021-22: $335 million)

Total State Sector Accounts
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Public Hospitals and Health Facilities

Arrangement Terms and Conditions

Description Northern Beaches and Hawkesbury Hospitals: Two public hospitals built and operated under separate public
private partnership arrangements by HealthScope (Northern Beaches Hospital operator) and St John of God Health
Care (Hawkesbury Hospital operator).

Far West Mental Health Recovery Centre: A mental health sub-acute unit in Broken Hill (Far West Local Health
District) owned by the State and operated by Neami Limited (the operator) under a service agreement.

Mercy Care Centre Young: A sub-acute rehabilitation and palliative care unit in Young that provides services to the
people of Young and surrounding regions. It is owned by the State and operated by Mercy Health under a 20 year
lease agreement and annual service agreements.

Funding Northern Beaches Public Hospital: Hybrid arrangement, and Hospital Car Park - GORTO arrangement.
Model Hawkesbury Hospital: Financial liability arrangement.
Far West Mental Health Recovery Centre and Mercy Care Centre Young: N/A — the operator uses the State’s
existing assets.
Arrangement  Northern Beaches Public Hospital: 20 years (2018 - 2038), and Hospital Car Park - 40 years (2018 - 2058)
Periods Hawkesbury Hospital: 29 years (1994 - 2023)
Far West Mental Health Recovery Centre: 5 years (2019 - 2023)
Mercy Care Centre Young: 20 years (2004 to 2024)
Arrangement  Northern Beaches Hospital and Hawkesbury Hospital: The State has contracted the operators to separately
Terms build, operate, and manage the hospitals. The Northern Beaches Hospital was paid up front on completion of
construction while the Hawkesbury Hospital was paid over time under a financing arrangement with the operator. The
operator funded Northern Beaches car park construction, and the State has granted the operator the right to operate
and generate revenue from the car park. The State has entered service level arrangements with the operators for the
delivery of public health services at the hospitals which is funded by the State and paid monthly.
Far West Mental Health Recovery Centre and Mercy Care Centre Young: The operator has been contracted to
operate the Centre and is compensated under the agreement. Assets associated with the arrangement have been
provided by the State.

Rights and Northern Beaches Hospital and Hawkesbury Hospital: The State is obligated to provide the operators access to

Obligations the hospitals and the carpark. The operators are responsible for the delivery of public patient health services at the
hospitals which the State is obligated to pay for. The operators are obligated to return all assets back to the State at
the end of the arrangements. For Northern Beaches Hospital, the State will be sharing a portion of the hospital
facilities with the private operator for an additional term of 20 years after the expiry of the concession period. The
State has the right to extend the Northern Beaches Hospital arrangement for up to five years. For Hawkesbury
Hospital, an extension of 18 months was negotiated with the Operator in 2022.The extension allows both parties to
define and agree on the principles of a new service agreement, which will replace the existing service agreement.
Far West Mental Health Recovery Centre and Mercy Care Centre Young: The State is obligated to provide the
operator with access to the Centre. The Operator is responsible for the delivery of specified patient services at the
Centre. The State is obligated to pay for services under the funding agreement. The operator is obliged to return all
assets back to the State at arrangement end. There is no provision for arrangement term extension, however this
can be negotiated.

SCA Carrying Northern Beach Public Hospital and Car Park: $682 million (2021-22: $692 million)
Amount Hawkesbury Hospital: $63 million (2021-22: $64 million)

Mental Health Recovery Centre: $5 million (2021-22: $5 million)

Mercy Care Centre Young : $10 million (2021-22: $9 million)

Total State Sector Accounts 6-83
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Water System Assets

Arrangement Terms and Conditions

Description Blue Mountains Sewage Transfer Scheme: The State has a service agreement with the legal owner of a sewage
tunnel in the Blue Mountains for the transfer of sewage to a sewage treatment plant owned by the State. (TSS only)
Water Filtration Plants: The State has contractual arrangements with the owners of water filtration plants at
Prospect, Macarthur, lllawarra, and Woronora for the filtration of bulk water. (TSS only)
Gerringong Gerroa Sewage Treatment Plant: The State has entered a service agreement with the legal owner of
the sewage treatment plant for the collection of sewage via pumping stations and its transport via pipe networks to
the sewage treatment works and its subsequent transport for re-use on a dairy farm. (TSS only)
Bingara Gorge Treatment Plant: The State has an agreement with the operator to take and treat wastewater from
Bingara Gorge and Wilton Village. This will supply recycled water services for the Bingara and Wilton area and any
excess flow sent to an effluent pond for irrigation of an adjacent golf course. (TSS only)

Funding Blue Mountains Sewage Transfer Scheme / Water Filtration Plants: Financial liability arrangement. (TSS only)

Model Gerringong Gerroa Sewage Treatment Plant: N/A — the operator uses the State’s existing assets. (TSS only)
Bingara Gorge Treatment Plant: N/A — the operator uses the State’s existing assets. (TSS only)

Arrangement  Blue Mountains Sewage Transfer Scheme: 35 years (1996 to 2031) with the option to extend to 50 years

Period Water Filtration Plants: lllawarra: 21 years (2015 - 2036), Macarthur: 19 years (2011 - 2030), Prospect: 19 years
(2016 - 2035), and Woronora: 21 years (2015 - 2036)
Gerringong Gerroa Sewage Treatment Plant: 34 years (2002 to 2036)
Bingara Gorge Treatment Plant: 13 years (2015 to 2028)

Arrangement  The legal owners are paid a tariff (separated into principal and interest components) on a quarterly basis for bulk

Terms water services for Blue Mountains and for others payment on a monthly basis.

Rights and The legal owners are responsible for the delivery of filtration, transport and treatment services and transfer legal title

Obligations of water system assets at the end of the agreements. The State is obligated to pay for service performed.

Changes to Bingara Gorge Treatment Plant: The service concession asset Bingara Gorge treatment plant was acquired on 28

Arrangements June 2022 and the service concession arrangement was entered into effect from that date.

during

2021-22

Changes to Gerringong Gerroa Sewage Treatment Plant: The term of the agreement was extended for 14 years, effective 1

Arrangements  July 2022. The contract will now expire on 30 November 2036.

during Bingara Gorge Treatment Plant: The term of the agreement was extended for 5 years, effective 1 April 2023. The

2022-23 contract will now expire on 30 March 2028.

SCA Carrying Blue Mountains Sewage Transfer Scheme: $965 million (2021-22: $883 million) (TSS only)

Amount Water Filtration Plants: $446 million (2021-22: $423 million) (TSS only)

Gerringong Gerroa Sewage Treatment Plant: $80 million (2021-22: $74 million) (TSS only)
Bingara Gorge Treatment Plant: $19 million (2021-22: $19 million) (TSS only)

Total State Sector Accounts
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Other Arrangements

Arrangement Terms and Conditions

Description Ferry Services: A contract with Transdev (the operator) to operate ferry services in Sydney. (TSS only)

International Convention Centre: A public private partnership agreement with Darling Harbour Live Partnership
(the operator) to design, construct and operate the International Convention Centre in Sydney. (TSS only)

Land Title Registration System: An arrangement to enable Australian Registry Investments (the operator) to
operate the New South Wales Land Title Registration System for the State under a service agreement.

Sydney Road Assets Performance (SRAP): A contract with three private parties (service providers) based on
zoning to deliver key road maintenance and capital projects across the Greater Sydney state road network.

Funding Ferry Services: Financial liability arrangement.
Model International Convention Centre: Financial liability arrangement.
Land Title Registration System: GORTO arrangement.
Sydney Road Asset Performance: N/A — the operator uses the State’s existing assets.
Arrangement  Ferry Services: 9 years (2019 — 2028)
Period International Convention Centre: 28 years (2013 - 2041)
Land Title Registration System: 35 years (2017 - 2052)
Sydney Roads Asset Performance: 9 years (2021 - 2030)

Arrangement  Ferry Services: The private operator Transdev is required to provide ferry services to public commuters on the
Terms Sydney Harbour and Parramatta River using ferries and other assets owned by the State. The State has entered
into leases with the operator for the existing fleet and shipyard. The contract can be terminated at year five and eight
at the State’s discretion.
International Convention Centre: The operator has been contracted to design, construct and operate the
International Convention Centre for the arrangement duration. Operation services commenced for 25 years from
construction arrangement completion date of December 2016. The State processes quarterly payments to the
operator as per the agreement. The operator’s interests in the Centre will revert to the State for no consideration at
the end of the arrangement term.
Land Title Registration System: The State has received up-front consideration of $2.7 billion from the operator for
the right to operate the NSW Land Titling Registry. The State has granted the operator the right to operate and
generate revenue from land titling and registration services.
Sydney Roads Asset Performance: The State, as the owner of the road assets, determines the strategic direction
and issues the service provider with an Asset Management Brief.

Rights and Ferry Services: The operator is responsible for the provision of end-to-end ferry services including maintenance of

Obligations lease ferry and other leased assets. The operator is required to hand back all leased assets at the end of term at the
required standard. The State is responsible for providing the operator with access to the core assets to provide ferry
services.

International Convention Centre: The State is required to provide the operator access to the Centre. The operator
is responsible for the continuing operation of the Centre which the State is obligated to pay for under the contractual
agreements.

Land Title Registration System: The operator is responsible for maintenance and operation of the titling database.
The State regulates and controls the maximum price chargeable by the operator for the core services and other price
revisions. The State maintains control over the titling database as per the concession deed.

Sydney Roads Asset Performance: The service providers must manage the assets, including developing and
delivering routine maintenance, capital renewals and asset improvements to achieve agreed outcomes and
progressively take on increased levels of risk in relation to asset performance over the duration of the contract term.

SCA Carrying  Ferry Services®: $148 million (2021-22: $126 million) (TSS only)

Amount International Convention Centre: $1,169 million (2021-22: $1,157 million) (TSS only)
Land Title Registration System®: $883 million (2021-22: $849 million)
Sydney Roads Asset Performance: $28,101 million (2021-22: $21,184 million)

(a) Ferry services service concession assets include intangible assets of $33 million (2021-22: $27 million) presented in Note 19: Intangibles.
(b) Land title registration system service concession assets include intangible assets of $883 million (2021-22: $849 million) presented in Note
19: Intangibles.

Total State Sector Accounts 6 -85
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Note 18: Leases

State as a Lessee

Lessee Arrangements Under AASB 16

The State has leases of various land, buildings, infrastructure, equipment, and motor vehicles. Lease
contracts of the State typically range from periods of 3 to 15 years and may also include extension and
termination options. Lease terms are negotiated on an individual basis and contain a wide range of different
terms and conditions. The lease agreements do not impose any covenants, but leased assets generally may
not be used as security for borrowing purposes.

Extension and termination options are included in a number of property and equipment leases. These terms
are used to maximise operational flexibility in terms of managing contracts. The majority of extension and
termination options held are exercisable only by the State and not by the respective lessor. In determining
the lease term, the State considers all facts and circumstances that create an economic incentive to exercise
an extension option, or not exercise a termination option.

The State assesses at contract inception whether a contract is, or contains, a lease. That is, if the contract
conveys the right to control the use of an identified asset for a period of time in exchange for consideration.

The State recognises lease liabilities (which are reported as part of borrowings at amortised cost on the
Consolidated Statement of Financial Position) to make lease payments and right-of-use assets representing
the right to use the underlying assets, except for short-term leases and leases of low-value assets.

The State recognises right-of-use assets at the commencement date of the lease (i.e. the date the underlying
asset is available for use). Right-of-use assets are initially measured at the amount of initial measurement of
the lease liability, adjusted by any lease payments made at or before the commencement date and lease
incentives, any initial direct costs incurred, and estimated costs of dismantling and removing the asset or
restoring the site.

Right-of-use assets are subsequently measured at cost. They are depreciated on a straight-line basis over
the shorter of the lease term and the estimated useful lives of the assets, as follows:

* Land and buildings: 1 to 100 years
* Plant and equipment: 1 to 43 years
* Infrastructure systems: 3 to 20 years

If ownership of the leased asset transfers to the State at the end of the lease term or the cost reflects the
exercise of a purchase option, depreciation is calculated using the estimated useful life of the asset.

Right-of-use assets are also subject to impairment. The State assesses, at each reporting date, whether
there is an indication that right-of-use assets may be impaired. If any indication exists, or when annual
impairment testing of the asset is required, the State estimates the asset’s recoverable amount. When the
carrying amount of the asset exceeds its recoverable amount, the asset is considered impaired and is written
down to its recoverable amount. After an impairment loss has been recognised, it is reversed only if there
has been a change in the assumptions used to determine the asset’s recoverable amount. The reversal is
limited so that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the
carrying amount that would have been determined, net of depreciation, had no impairment loss been
recognised for the asset in prior years. Such reversals are recognised in the operating result.

Right-of-use assets under leases at significantly below-market terms and conditions that are entered into
principally to enable the State to further its objectives, are also measured at cost. These right-of-use assets
are depreciated on a straight-line basis over the shorter of the lease term and the estimated useful lives of
the assets, subject to impairment. These arrangements are not significant in number or value for the State.
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At the commencement date of the lease, the State recognises lease liabilities measured at the present value
of lease payments to be made over the lease term. Lease payments include:

» Fixed payments (including in substance fixed payments) less any lease incentives receivable;

* Variable lease payments that depend on an index or a rate;

*  Amounts expected to be paid under residual value guarantees;

» Exercise price of purchase options reasonably certain to be exercised by the State; and

* Payments of penalties for lease termination, if the lease term reflects the exercising of the termination
option.

Variable lease payments that do not depend on an index or a rate are recognised as expenses (unless they
are incurred to produce or construct recognisable non-financial assets) in the period in which the event or
condition that triggers the payment occurs.

The lease payments are discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, which is generally the case for the State’s leases, the State’s incremental borrowing rate is used,
being the rate that the State would have to pay to borrow the funds necessary to obtain an asset of similar
value to the right-of-use asset in a similar economic environment with similar terms, security and conditions.

After the commencement date, the amount of lease liabilities is increased to reflect the accretion of interest
and reduced for the lease payments made. In addition, the carrying amount of lease liabilities is remeasured
if there is a lease modification, including a change in the lease term, a change in the lease payments (e.g.
changes to future payments resulting from a change in an index or rate used to determine such lease
payments) or a change in the assessment of an option to purchase the underlying asset. In some
circumstances, a lease modification may result in a separate lease.

For a lease modification that is not accounted for as a separate lease, the State accounts for the
remeasurement of the lease liability by:

» decreasing the carrying amount of the right-of-use asset to reflect the partial or full termination of the
lease for lease modifications that decrease the lease scope and recognising any gain or loss relating to
the partial or full termination of the lease;

* making a corresponding adjustment to the right-of-use asset for all other lease modifications.
The State’s lease liabilities are included in Note 24: Borrowings at Amortised Cost.

The State has elected to recognise payments for short-term leases and low value leases as expenses on a
straight-line basis over the lease term, instead of recognising a right-of-use asset and lease liability. Short-
term leases are leases with a lease term of 12 months or less. Low value assets are assets with a fair value
of $10,000 or less when new.

Right-of-Use Assets

The following tables present right-of-use assets (that do not meet the definition of investment property).

General Government Sector

Land and Plant and Infrastructure
Buildings Equipment Systems

Total

$m $m
Year Ended 30 June 2023

Net Carrying Amount at Start of Year 5,768 1,284 122 7,174
Additions and Remeasurements @ (253) 259 32 39
Disposals (56) (5) (2) (64)
Net Impairment Recognised In the Operating Result (145) (14) (159)
Depreciation Expense® (559) (275) (12) (846)
Other Movements 53 (18) 6 41
Net Carrying Amount at End of Year 4,808 1,231 147 6,185

(a) Additions and Remeasurements for Land and Buildings include $(777) million mainly due to a lease modification for a removal of a lease
extension option.

(b) Depreciation amounts included in the above reconciliation differ from depreciation expenses disclosed in Note 3: Expenses due to the
capitalisation of depreciation expenses on right-of-use assets used for the construction of property, plant and equipment.

Total State Sector Accounts 6 -87
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General Government Sector (continued)

Land and Plant and Infrastructure
Buildings  Equipment Systems

$m $m $m

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 5,178 1,251 85 6,513

Additions and Remeasurements 1,127 327 48 1,502

Disposals (110) 1) (2) (113)
Net Impairment Recognised In the Operating Result (7) (7)
Depreciation Expense® (556) (293) 9) (858)
Other Movements 136 0 136

Net Carrying Amount at End of Year 5,768 1,284 122 7,174

(a) Depreciation amounts included in the above reconciliation differ from depreciation expenses disclosed in Note 3: Expenses due to the
capitalisation of depreciation expense on right-of-use assets used for the construction of property, plant and equipment.

Total State Sector

Land and Plant and Infrastructure
Buildings Equipment Systems
$m $m $m

Year Ended 30 June 2023
Net Carrying Amount at Start of Year 6,395 2,989 271 9,655
Additions and Remeasurements® (191) 274 32 114
Disposals (69) (6) (2) (76)
Net Impairment Recognised In the Operating Result (145) (14) (160)
Depreciation Expense® (638) (375) (28) (1,042)
Other Movements 46 17) 17 46
Net Carrying Amount at End of Year 5,396 2,852 290 8,538

(a) Additions and Remeasurements for Land and Buildings include $(780) million mainly due to a lease modification for a removal of a lease
extension option.

(b) Depreciation amounts included in the above reconciliation differ from depreciation expenses disclosed in Note 3: Expenses due to the
capitalisation of depreciation expenses on right-of-use assets used for the construction of property, plant and equipment.

Land and Plant and Infrastructure
Buildings  Equipment Systems

$m $m $m

Year Ended 30 June 2022

Net Carrying Amount at Start of Year 5,851 3,079 243 9,173
Additions and Remeasurements 1,272 356 48 1,677
Disposals (121) 2) (2) (126)
Net Impairment Recognised In the Operating Result (8) . (8)
Depreciation Expense® (649) (396) (25) (1,070)
Other Movements 49 (47) 7 9
Net Carrying Amount at End of Year 6,395 2,989 271 9,655

(a) Depreciation amounts included in the above reconciliation differ from depreciation expenses disclosed in Note 3: Expenses due to the
capitalisation of depreciation expense on right-of-use assets used for the construction of property, plant and equipment.
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Lease Liabilities

The following table presents lease liabilities accounted for under AASB 16.

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Lease Liabilities

Current 759 808 861 910
Non-current 6,022 6,849 8,397 9,254
6,781 7,657 9,257 10,165

The total cash outflow for leases is $1,417 million (2021-22: $1,310 million) for the GGS and $1,776 million
(2021-22: $1,662 million) for the TSS.

Potential undiscounted future cash outflows relating to extension and termination options of $1,804 million
(2021-22: $1,566 million) for the GGS and $1,831 million (2021-22: $1,589 million) for the TSS have not
been included in the carrying amount of lease liabilities because it is not reasonably certain that the leases
will be extended (or not terminated). The assessment is reviewed if a significant event or a significant change
in circumstances occurs which affects this assessment and that is within the control of the State. During the
current financial year, the financial effect of revising lease terms to reflect the effect of exercising extension
and termination options was an increase in recognised lease liabilities and right-of-use assets of $673 million
(2021-22: $62 million) for the GGS and $680 million (2021-22: $65 million) for the TSS.

The State in limited circumstances provides residual value guarantees in relation to leases to optimise lease
costs throughout the lease term. The State initially estimates and recognises amounts expected to be
payable under residual value guarantees as part of the lease liability. When the expected residual value at
lease commencement is equal to or higher than the guaranteed amount, the State estimates that it will not
pay any amounts under the guarantees. The expected residual values are reviewed to reflect actual residual
values achieved on comparable assets and expectations about future prices at the end of each reporting
period.

The State is committed to short-term leases at 30 June 2023. These commitments do not expose the State
to any material exposures at the 30 June reporting date.

Refer to Note 3: Expenses for interest expense on lease liabilities and expenditure amounts recognised for
lease payments not recognised in the carrying amount of lease liabilities.

Further information regarding liquidity risk, including a maturity analysis of lease liabilities is disclosed in Note
29: Financial Instruments.

Sales and Leaseback Transactions

The State has not entered into any significant sale and leaseback transactions in the current financial year
ending 30 June 2023 (2021-22: Nil).

State as a Lessor

The State leases out its infrastructure, land and buildings under finance and operating leases with rentals
typically payable monthly. Lease payments for contracts include CPI increases, and in limited circumstances
variable lease payments may be evident that depend on an index or rate.

Leases where the State transfers substantially all the risks and rewards incidental to ownership of an asset,
are classified as finance leases. Subleases are classified by reference to the right-of-use asset arising from
the head lease, rather than by reference to the underlying asset.

At the lease commencement date, the State recognises a receivable for assets held under a finance lease in
the Consolidated Statement of Financial Position at an amount equal to the net investment in the lease. The
net investment in leases is classified as a financial asset measured at amortised cost and equals the lease
payments receivable by a lessor and the unguaranteed residual value, plus initial direct costs, discounted
using the interest rate implicit in the lease. Finance leases receivable also include residual interests in port
and electricity network assets where payments have been received upfront by the State. Where considered
necessary to reduce credit risk, the State may obtain guarantees or deposits for the lease term.

Total State Sector Accounts 6 -89



Note 18

Although the State is exposed to changes in the residual value of leased assets at the end of the current
leases, the State typically enters into new leases and therefore will not immediately realise any reduction in
residual value at the end of these leases. Expectations about the future residual values are reflected in the
carrying amount of the underlying leased asset. Payment has also been received upfront for finance lease
arrangements where the State has exposure to unguaranteed residual values.

Finance income arising from finance leases is recognised over the lease term, based on a pattern reflecting
a constant periodic rate of return on the lessor’s net investment in the lease. Refer to Note 2: Revenue for
interest income recognised for finance leases receivable.

An operating lease is a lease other than a finance lease. Rental income arising is accounted for on a
straight-line basis over the lease term and is included in revenue from transactions in the Consolidated
Statement of Comprehensive Income due to its operating nature. Initial direct costs incurred in negotiating
and arranging an operating lease are added to the carrying amount of the underlying asset and depreciated
over the lease term on the same basis as rental income. Contingent rents are recognised as revenue from
transactions in the period in which they are earned.

Finance Leases

The following table sets out a maturity analysis of leases receivable under finance lease arrangements,
showing the undiscounted lease payments to be received after the 30 June 2023 reporting date.

General Total
Government Sector State Sector
2022-23 2021-22 2022-23 2021-22
$m $m $m $m
Finance Leases Receivable® 1,597 1,507 1,933 1,723
1,597 1,507 1,933 1,723

Future Minimum Lease Receipts Under Non-
Cancellable Finance Leases:

Less Than One Year 39 36 59 50
One to Two Years 73 67 72 64
Two to Three Years 30 27 30 24
Three to Four Years 419 27 477 22
Four to Five Years 30 421 30 416
More Than Five Years 7,394 5,447 13,268 11,216
Total 7,984 6,025 13,935 11,794
Unguaranteed Residual Values - Undiscounted 210,247 213,353 264,948 266,883
(Less) Unearned Finance Income® (216,635) (217,871) (276,950) (276,954)
Net Investment In Finance Leases 1,597 1,507 1,933 1,723

(a) Refer to Note 8: Investments, Loans and Placements for further details regarding finance leases receivable.
(b) Unearned finance income relates to future non-cancellable minimum lease receipts and the unguaranteed residual values.

The unguaranteed residual value within the net investment in finance leases contains the State’s residual
emerging interests in port assets and electricity network assets. Residual emerging interests in port assets
amounted to $305 million (2021-22: $285 million) for the GGS and $431 million (2021-22: $403 million) for
the TSS, and in electricity network assets amounted to $242 million (2021-22: $236 million) for the GGS and
TSS in 2022-23.
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Note 18

Operating Leases

Future minimum lease payments receivable (undiscounted) under AASB 16 non-cancellable operating
leases as at 30 June 2023 are as follows:

General Total
Government Sector State Sector

2022-23 2021-22 2022-23 2021-22
$m $m $m $m

Future Minimum Lease Receipts Under Non-Cancellable Operating

Leases:
Not Later Than One Year 162 177 1,047 1,010
One to Two Years 142 134 1,012 959
Two to Three Years 128 120 1,007 934
Three to Four Years 117 114 1,007 936
Four to Five Years 96 98 953 891
More Than Five Years 1,088 1,049 6,764 6,211

Total 1,733 1,693 11,790 10,941

Refer to Note 2: Revenue for operating lease income amounts recognised throughout the reporting period.
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Note 19: Intangibles

Intangible assets, excluding service concession assets, are measured initially at cost in accordance with
AASB 138. Where an asset is acquired free of cost or at nominal cost, the cost is its fair value as at the date
of acquisition. The State recognises intangible assets only if it is probable that future economic benefits will
flow to the State and the cost of the asset can be measured reliably. All research costs are expensed.
Development costs are only capitalised when certain criteria are met.

Intangible assets are subsequently measured at fair value where there is an active market. If there is no
active market, the assets are carried at cost less any accumulated amortisation and impairment losses.

Intangible assets with finite lives are amo