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STATEMENT OF PERFORMANCE EXPECTATIONS

This statement outlines the performance expectations of Education
Payroll Limited (EPL) for the year ending 30 June 2020, covering
both service performance and the prospective financial statements.

This Statement of Performance Expectations aligns with EPL's 2018-2022 Statement of
Intent (SOI) and should be read in conjunction with it. The SOI provides more information
about EPLs operating environment and capability, and sets out the organisation’s vision
and goals.

EPLs 2020 Annual Report will provide information on achievement against its
performance expectations for 2019/20. =
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WHO WE ARE AND WHAT WE DO

A business operation supporting New
Zealand’s schools

EPL is a Crown company, founded in 2014 to provide
school payroll services. Ownership is held equally
between two Shareholding Ministers, the Ministers of
Finance and Education, with governance by a Crown-
appointed Board of Directors.

As a commercial entity EPL must operate in a
financially prudent and sustainable way, seeking
efficiencies and improvements in how it delivers
payroll services.

EPL helps schools deliver quality
education for New Zealand

We ensure that teachers and support staff in New
Zealand’s primary, secondary, and area schools are
paid the right amount every fortnight. That's around
91,000 people in 2,500 schools — paid a total of $5
billion each year.

Our aim is to make payroll tasks easier for schools and
to enable them to focus on teaching and learning.
We are supporting the productivity and effectiveness
of the education sector.

EPL provides reliable, accurate and
efficient school payroll services

Under our Services Agreement with the Ministry
of Education (MoE) we fulfil a range of payroll and
information management functions, working closely

with school payroll administrators and principals
across the country.

We make sure that school payroll information and
entitlements are accurately recorded, school staff
are paid correctly and on time, and relevant payroll
information is accessible to schools and MoE.

The schools payroll is not a standard payroll and EPL
provides additional services to support school boards
of trustees in meeting their employer responsibilities.

Moving towards a fully online payroll
EPL has been developing the next generation of
online payroll for schools known as EdPay. It will
materially simplify processing and improve the
accuracy of the schools’payroll. The rollout of EdPay
will occur in the first half of 2019/20.

The current EPL operating model relies heavily on
manual forms. We process around 12,500 instructions
every fortnight. This drives inefficiencies through high
error and rework correction.

As the new EdPay system is progressively rolled out
through 2019 it will provide more streamlined and
intuitive input processes with increased system
validation and straight-through processing.

This will improve pay accuracy, reduce rework and
bring productivity benefits for schools and EPL. =
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SERVICE PERFORMANCE EXPECTATIONS

EPL's primary output is the successful delivery of the schools' payroll service

EPL has a clear focus on providing an accurate, reliable and timely payroll
operation for New Zealand schools.

Our core services include: us assess how well we are delivering services to
Delivery of the core payroll to teachers and schools and other stakeholders.
support staff )
PP The Education Payroll Development Programme
Management of debt related to payroll

(EPDP) and implementation of EdPay contribute

to these core services. Separate measures of the
success of the programme are included in the long
term strategic measures in the Statement of Intent
and are reported against in EPL's Annual Report
and to the Ministry of Education.

overpayments

Assessment of teachers' qualifications and
relevant experience to determine correct
salaries

Processing and administration of ACC claims
on behalf of schools

The prospective financial statements represent the

The performance measures below relate to
revenue and expenses for the output and these

delivery of the schools' payroll and other core

services outlined above. These measures help services.
Budget Budget Forecast
$000 $000 $000
For the 12 months to 30 June 2019/20 2018/19 2018/19
Revenue 27,513 27,500 28,692
Expenditure 26413 27,192 28,208

Surplus/(Deficit) 1,100 308 484
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CORE PAYROLL SERVICE

Services which relate to the accurate provision of payments and entitlements to school employees. On average,
we receive 12,500 payroll instructions every fortnight.

2017/18  2018/19  2019/20

PEHF“HMANCE MEAS“HE IIESCHIPTIUN Actual Estimated Standard
|ACCURACY | |

Payroll payments to eligible Percentage of employees paid 99.8% 99.8% 99.5%
teachers and schools support excluding requests, by exception, to
staff are accurately calculated correct payments to employees and

pay impacting tickets not processed
in the current fortnight

Payroll instructions submitted Percentage of payroll instructions 81.5% 80.5% 80%
'right first time'by schools received from schools that can be

processed first time without being

returned for further information

reness | |

Payroll payments to eligible Percentage of employees paid 100% 100% 99.5%
teachers and school support excluding the employees receiving
staff which are sent to financial a manual pay in the fortnight

institutions on time in order to be  following the advised pay date
processed on or before advised

pay dates
QUALITY ]
Customer satisfaction Percentage of survey respondents 80.3% 78% 75%

satisfied with the overall quality of
the service delivery and the support
they receive from EPL

DEBT MANAGEMENT

Notification, recovery and administration of payroll related overpayments.

2017/18  2018/19  2019/20

PEHF“HMA"GE MEAS“HE DESI:IIIPTIIIN Actual Estimated Standard
accomacy | |

New overpayments created Percentage reduction in new 21.7% 35.7% 15%
overpayments created compared
with the previous year

Twewess ||

Debt notification made on time ~ Debtors will receive their first 100% 99.5% 99.5%
notification of debt within 15
working days of the debt being
discovered'

1 Discovery is either the date of notification from the school/Ministry of Education/third party, or the date the overpayment is discovered by EPL.




6 | EDUCATION PAYROLL LIMITED | STATEMENT OF PERFORMANCE EXPECTATIONS | 2019/20

SALARY ASSESSMENT

Assessment of teachers’qualifications and relevant experience to determine the correct salary and ensure correct
salary payments.

We received approximately 9,400 assessments last financial year.

2017/18  2018/19  2019/20

PEHF“HMA"CE MEAS“HE DESCHIPTIIIN Actual Estimated Standard
| ACCURACY | ]

Notification of errors related to Percentage of transactions received 99.8% 99.9% 99.5%
salary assessment and completed that did not result
determinations in notification of errors from

schools, employees, the Ministry
of Education, or an overpayment
related to incorrect salary

assessment
TIMELINESS I
Salary assessments processed on  Accurate assessments will be 100% 100% 100%
time processed within 15 working days

from date of receipt

ACC ADMINISTRATION

Processing and administration of ACC claims on behalf of schools, in accordance with the Employment
Reimbursement Agreement with the Ministry.

We processed approximately 2,000 ACC claims last financial year.

2017/18  2018/19  2019/20

PERFORMANCE MEASURE  DESCRIPTION Actual Estimated _Standard
AccORACY | |

Notification of errors related to Percentage of transactions received 99.7% 99.9% 99.5%
ACC claims and completed that did not result

in notification of errors from

schools, employees, the Ministry of

Education, ACC, or an overpayment

related to the incorrect processing of

an ACC claim

| Employees accurate
ING: and on time.

DEMAND
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PROSPECTIVE FINANCIAL STATEMENTS

The prospective financial statements have been developed for the purpose of fulfilling

EPLs obligation, under the Crown Entities Act 2004, to table a Statement of Performance
Expectations before Parliament. It is important to note that the forecast financial statements
are estimates based on available information at the time of publication and contain inherent
uncertainties. Actual financial results achieved for the forecast period are likely to vary from
information presented and variations may be material.

In issuing the financial statements, the Board of EPL acknowledges its responsibility for the
information presented, including the appropriateness of the assumptions used. The Board also
acknowledges its responsibility for establishing and maintaining a system of internal control
that is designed to provide reasonable assurance as to the integrity and reliability of EPL's
performance and financial reporting.

These prospective financial statements are issued as at 30 June 2019 and based on information

available at the time.
Ct

Murray Jack Cathy Magiannis
Chair Chair of Audit and Risk Committee
Education Payroll Limited Education Payroll Limited
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THE PROSPECTIVE FINANCIAL STATEMENTS HAVE BEEN DEVELOPED BASED ON A
NUMBER OF ASSUMPTIONS DETAILED BELOW.

A year-end position for 2018/19 of a small surplus is currently projected.

The 2019/20 budget assumes a surplus of $1.1M in 2019/20. Within this forecast result

there are counterbalancing elements of:

- the additional costs of the Education Payroll Development Programme (EPDP)

. the EPDP benefits realisation

Major variations in the level of operating revenue and expenditure between 2018/19 and

2019/20 are explained below:

REVENUE

The revenue forecast in 2018/19 includes additional
revenue received from completion of change
requests from the Ministry of Education during the
year for one-off service changes. Revenue of this
type has not been projected for 2019/20 due to the
uncertainty of this work.

EXPENDITURE

Total Expenditure in 2019/20 reduces from 2018/19
levels due to the financial effect of the realisation

of the initial benefits of the Education Payroll
Development Program (EPDP).

The Total Expenditure forecast for 2018/19 has
increased over the 2018/19 budget level as it
includes costs associated with change requests
commissioned by the Ministry of Education.

CASHFLOW AND FUNDING

Cashflow projections assume maintenance of a
minimum $2M cash reserve throughout the period.

The 2019/20 budget identifies a need to draw down

$13M of the total $13.2M Crown loan facility. This may
be subject to further replanning in July 2019, through

refinement of the timing of EPDP activity and capital
purchases.

Repayment of loan drawdowns is to commence in
the 2021/22 year. Actual repayment dates can be
selected by EPL at the time of drawdown.

FORECASTING UNCERTAINTY

The attached financial forecasts closely relate to the
execution of the EPL Business Plan during the period

to 30 June 2020. However there remains a degree of
uncertainty around these forecasts due to the impacts of
external influences, including structural change within
the education sector, Government policy, and Ministry of
Education priorities.

EPL is operating in a period of significant potential change
throughout the education sector. The impact of some

of these changes may have a material impact on the
company’s financial results, causing the actual financial
results to vary from the projections provided here.

EPL expects to be managing a number of cost pressures
from a variety of sources including business-as-usual
salary costs, EPDP implementation, and work originating
from the wider sector. Examples of these wider sector
impacts include changes to the payroll systems to reflect
school staff industrial action, movements of schools

into the state system, provision of expert resources

for Holidays Act remediation, changes to collective
agreements and personal taxation. There are also
increases in processing volumes generally, the costs

of upskilling schools to be able to effectively utilise

the technology being deployed by EPL, and a material
volume of ongoing process change requests.

EPLs ability to respond to this array of pressures is
constrained by having only a single customer and limited
additional funding to date. This has affected EPLs ability
to build financial reserves to address additional demands
should they arise. EPL is working hard to manage all cost
pressures placed upon it, but may have to seek additional
funding in the future if the pressures noted above escalate.
EPLs Master Services Agreement provides an opportunity
in 2020 to renegotiate the Service Fee levels with the
Ministry of Education to address any changes in financial
position that may occur. =
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PROSPECTIVE FINANCIAL STATEMENTS

PROSPECTIVE STATEMENT OF COMPREHENSIVE REVENUE & EXPENSES FOR THE PERIOD
ENDED 30 JUNE 2020

Budget Budget Forecast
$000 $000 $000

Period ended 30 June Notes 2019/20 2018/19 2018/19
Revenue from exchange transactions
Sales of Services to Government 4 27513 27,500 28,692
Total Operating Revenue 27,513 27,500 28,692
Expenses
Personnel Expenses 10,453 11,445 11917
Third Party Support 2467 3474 4,812
Corporate Expenses 454 583 668
Auditor's Remuneration 48 48 48
Directors'Fees 140 140 139
Travel & Entertainment 49 70 82
Accommodation & Facilities 962 998 1,089
ICT Costs 6,184 6,484 5,756
Depreciation & Amortisation 10,13 5,234 3,753 3,786
Total Operating Expenses 25,991 26,995 28,297
Finance income
Interest Received (30) - (124)
Finance expenses
Interest expense 452 197 35
Total Finance Costs/(Income) 422 197 (89)
Total surplus/(deficit) for the period 1,100 308 484
Total comprehensive income 1,100 308 484

Note: Annual surpluses are planned for the remainder of the 10 year planning cycle. These surpluses are however tagged exclusively
for application to repaying the Crown loan, currently being utilised to partially fund the EPDP
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PROSPECTIVE FINANCIAL STATEMENTS

PROSPECTIVE STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2020

Budget Budget Forecast
$000 $000 $000

As at 30 June Notes 2019/20 2018/19 2018/19
Current Assets
Cash and Cash Equivalents 9 2,499 5018 3,184
Receivables from Exchange Transactions 255 24 255
Prepayments 2,008 2,165 1616
Total Current Assets 4,762 7,207 5,055
Non-Current Assets
Property, Plant and Equipment 10 6,556 1,561 1,886
Intangible Assets 13 30,854 11,817 12,546
Work In Progress 11 552 20482 15,682
Total Non-Current Assets 37,962 33,860 30,114
Total Assets 42,724 41,067 35,169
Represented by
Current Liabilities
Accruals and Payables 16 2324 2,799 2,819
Employee Entitlements 18 500 500 550
Total Current Liabilities 2,824 3,299 3,369
Non-Current Liabilities
Borrowings 13,000 13,000 6,000
Total Non-Current Liabilities 13,000 13,000 6,000
Net Assets 26,900 24,768 25,800
Shareholders' Funds
Capital Contributions 19 25,520 25,520 25,520
Retained Earnings 1,380 (752) 280
Total Shareholders' Funds 26,900 24,768 25,800

These financial statements should be read in conjunction with the accompanying Notes.
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PROSPECTIVE FINANCIAL STATEMENTS

PROSPECTIVE STATEMENT OF CASH FLOWS FOR THE PERIOD ENDED 30 JUNE 2020

Budget Budget Forecast

$000 $000 $000

Period ended 30 June Notes 2019/20 2018/19 2018/19
Cashflows from Operating Activities

Receipts from Sales of Services for Government 27,513 27,500 28,692

Receipts from Interest Received 30 - 124

27,543 27,500 28,816

Payments to Suppliers (11,241) (11,800) (12,760)

Payments to Employees (10,453) (11,455) (11,917)

(21,694) (23,245) (24,677)

Net Cash Inflows from Operating Activities 5,849 4,255 4,139

Cashflows from Investing Activities

Payments:
Purchase of Fixed Assets (13,082) (9,904) (10,398)
Net Cash (Outflows) from Investing Activities (13,082) (9,904) (10,398)

Cashflows from Financing Activities

Receipts:

Proceeds from Crown Loan Drawdowns 7,000 7,000 6,000

Payments:

Interest on Borrowings (452) (197) (35)
(452) (197) (35)

Net Cash (Outflows)/Inflows from Financing

Activities 6,548 6,803 5,965

Net increase in Cash and Cash Equivalents (685) 1,154 (294)

Cash and Cash Equivalents at the beginning of the year 9 3,184 3,864 3,478

Cash and Cash Equivalents at the end of the Year 2,499 5,018 3,184

Represented by:

Cash at Bank 2,499 5018 3,184
2,499 5,018 3,184

These financial statements should be read in conjunction with the accompanying Notes.
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PROSPECTIVE FINANCIAL STATEMENTS

PROSPECTIVE STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDED 30 JUNE 2020

Budget Budget Forecast
$000 $000 $000
2019/20 2018/19 2018/19
Opening Balance 25,800 24,460 25316
Movements:
Capital Contributions
Total Comprehensive Income for the Year 1,100 308 484
Balance as at 30 June 26,900 24,768 25,800
These financial statements should be read in conjunction with the accompanying Notes.
EPL CAPITAL EXPENDITURE
2019/20 Budget 2018/19 Forecast
$000 $000
Plant, Property & Equipment 3,628 1,054
Intangible Assets 9,454 9,345
Total 13,082 10,399
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NOTES TO THE PROSPECTIVE FINANCIAL STATEMENTS

1. REPORTING ENTITY

Education Payroll Limited (EPL), is a limited liability
company incorporated on 27 August 2014. EPL was
formed following a decision to transfer ownership
and management of the schools’ payroll service from
Talent2 to a new government-owned company.

The new company commenced operations on 17
October 2014 and resides in New Zealand under the
Companies Act 1993. It is a Crown entity as defined by
the Crown Entities Act 2004 and is listed in Schedule
4A of the Public Finance Act 1989.

EPLs purpose is to provide a payroll service to the
Ministry of Education that ensures school payroll
information and entitlements are accurately recorded,
school staff are paid correctly and on time, and payroll
information is easily accessible to schools and the
Ministry of Education. As such, EPLs principal aim is

to provide services to the public, rather than make a
financial return. Accordingly, EPL is designated as a
Public Benefit Entity (PBE).

The Crown does not guarantee the liabilities of EPL in
any way.

2. STATEMENT OF COMPLIANCE

The prospective financial statements are for the year
ended 30 June 2020. They have been prepared in
accordance with the Financial Reporting Act 2013,
which requires compliance with Generally Accepted
Accounting Practice in New Zealand (“NZ GAAP").

They comply with New Zealand Financial Reporting
Standard No. 42 —"Prospective Financial Statements”.

The financial statements of the company comply with
Public Benefit Entity (PBE) standards and have been
prepared in accordance with Tier 1 PBE standards.

3. PRESENTATION CURRENCY

The financial statements are presented in New
Zealand dollars, all values are rounded to the nearest
thousand dollars (5000) unless otherwise stated.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

4. REVENUE FROM EXCHANGE TRANSACTIONS

Revenues from payroll services provided to the Ministry
of Education on commercial terms are exchange
transactions. Unbilled revenue at year end is recognised
in the Statement of Financial Position as receivables
from exchange transactions.

Revenue from the provision of payroll services is
recognised when the following criteria are met:

significant risks and rewards of the services have
passed to the buyer

services have been delivered, and

the amount can be measured reliably and it is
probable that the service potential associated
with the transaction will flow.

0. FOREIGN CURRENCY TRANSACTION

Foreign currency transactions are translated into the
functional currency using the exchange rates prevailing
at the dates of the transactions (spot exchange rate).
Foreign exchange gains and losses resulting from

the settlement of such transactions and from the re-
measurement of monetary items at year end exchange
rates are recognised in surplus or deficit.

6. LOANS AND RECEIVABLES

Receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted
in an active market. After initial recognition, these are
measured at amortised cost less any allowance for
impairment.

Accounts receivable are recognised at fair value. A
provision for impairment of accounts receivable is
made where there is objective evidence that EPL

will not collect all amounts due according to the
original terms of the receivable. When this occurs, the
receivable is recorded at amortised cost, less provision
for impairment. When the receivable is uncollectible,
it is expensed in the Statement of Comprehensive
Revenue and Expenses.
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1. LEASES

Finance Leases

A finance lease is a lease that transfers to the lessee
substantially all the risks and rewards incidental

to ownership of an asset, whether or not title is
eventually transferred.

At commencement of the lease term, finance leases
where EPL is the lessee are recognised as assets and
liabilities in the Statement of Financial Position, at
the lower of the fair value of the leased asset or the
present value of the minimum lease payments.

The finance charge is charged to the surplus or deficit
over the lease period so as to produce a constant
periodic rate of interest on the remaining balance of
the liability.

The interest element of lease payments represents

a constant proportion of the outstanding capital
balance and is charged to surplus or deficit as interest
expense over the period of the lease.

Operating Lease

An operating lease is a lease that does not transfer
substantially all the risks and rewards incidental to
ownership of an asset to the lessee.

Lease payments under an operating lease are
recognised as an expense on a straight-line basis over
the lease term.

8. FINANCIAL INSTRUMENTS PRESENTATION

Financial assets and financial liabilities are recognised
when EPL becomes a party to the contractual
provisions of the financial instrument. EPLs financial
liabilities include trade and other creditors, borrowings
that pertain to EPLs Finance Lease and against a loan
facility provided by the Crown.

EPL de-recognises a financial asset or, where applicable,
a part of a financial asset or part of a group of similar
financial assets, when the rights to receive cash flows
from the asset have expired or are waived, or EPL has
transferred its rights to receive cash flows from the
asset or has assumed an obligation to pay the received
cash flows in full without material delay to a third party;
and either:

« EPL has transferred substantially all the risks and
rewards of the asset; or

. EPL has neither transferred nor retained
substantially all the risks and rewards of the asset,
but has transferred control of the asset.

9. CASH AND CASH EQUIVALENTS

Cash and cash equivalents are short term, highly
liquid investments that are readily convertible to
known amounts of cash and which are subject to an
insignificant risk of changes in value.

10. PROPERTY, PLANT AND EQUIPMENT

Property plant and equipment asset classes consist of
office equipment, furniture & fittings, ICT equipment &
leasehold improvements.

Property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses.
Cost includes consideration given to acquire or create
the asset and any directly attributable costs of bringing
the asset to working condition for its intended use.

The cost of an item of property, plant and equipment
is only recognised as an asset when it is probable
that future economic benefits or service potential
associated with the item will flow to EPL and the cost
of the item can be measured reliably.

Where an asset is acquired at no cost, or for a nominal
cost, the asset will be recorded at fair value at the date
of acquisition when control of the asset is obtained.

Costs incurred subsequent to initial acquisition

are capitalised only when it is probable that future
economic benefits or service potential associated with
the item will flow to EPL and the cost of the item can
be measured reliably.

The costs of servicing property, plant and equipment
are recognised in the Statement of Comprehensive
Revenue and Expenses as they are incurred.

Depreciation on property, plant and equipment
(excluding work in progress) is calculated on a straight
line basis, from the time the asset is in the location and
condition necessary for its intended use.
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This basis allocates the cost or value of the asset, less its
residual value, over its estimated useful life.

The depreciation method, estimated useful lives and
residual values of property, plant and equipment are
reviewed annually to assess appropriateness.

The following estimated useful lives are used in the
calculation of depreciation:

Office equipment 2to 10 years

Furniture & fittings 5to 12 years

ICT equipment 1to 10 years

Leasehold improvements

11. WORK IN PROGRESS

Non-Current Assets under construction are recognised
at cost within current assets and are not depreciated.
Assets under construction are recognised as tangible or
intangible assets when they are released for use to the
target audience.

12. GAINS AND DISPOSALS

Gains and losses on disposals are determined by
comparing the proceeds of disposal with the carrying
amount of the asset. Gains and losses on disposal are
included in the Statement of Comprehensive Revenue
and Expenses.

13. INTANGIBLE ASSETS

Software is a finite life intangible and is recorded at
cost less accumulated amortisation and impairment.

31to 6 years

Amortisation is charged on a straight line basis over
the estimated useful life of the intangible asset.

Software in development is held in work in progress
until completed, at which point it is transferred to the
intangible assets.

Any capitalised internally developed software that is
not yet complete is not amortised but is subject to
impairment testing.

Costs that are directly associated with the
development of software are classified as an
intangible asset when the following criteria are met:

it is feasible to complete the development

it can be demonstrated how the development
can enhance or generate future economic
benefit in a probable manner

the expenditure attributable during its
development can be reliably measured

Other development expenditure that does not meet
the above criteria is recognised as an expense.

The following amortisation rates are used in the
calculation of amortisation:

Software licenses 6 to 8 years

Developed software 8to 12 years

Purchased software 1to 4 years

Other intangibles 6 years

14. GOOD AND SERVICES TAX

All items in the financial statements are stated
exclusive of goods and services tax (GST), except for
receivables and payables, which are presented on a
GST-inclusive basis. Where GST is not recoverable as
input tax, it is recognised as part of the related asset or
expense.

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

The net GST paid to or received from Inland Revenue,
including the GST relating to investing and financing
activities, is classified as operating cash flow in the
Statement of Cash Flows.

Commitments and contingencies are disclosed as
exclusive of GST.

15. INCOME TAX

EPL is currently exempt from income tax. Accordingly,
no provision has been made for income tax.

16. ACCRUALS AND PAYABLES

Creditors and other payables are non-interest bearing
and are normally settled on the 20th of the following
month. Therefore the carrying values of creditors and
other payables approximate their fair value.
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17. BORROWINGS

Borrowings on normal commercial terms are
initially recognised at the amount borrowed plus
transaction costs. Interest due but not yet paid on
the borrowings is subsequently accrued and added
to Accruals and Payables.

Borrowings are classified as current liabilities unless
there has been an unconditional right to defer
settlement of the liability for at least 12 months
after balance date.

18. EMPLOYMENT ENTITLEMENTS

Employment entitlements that EPL expects to

be settled within 12 months of balance date are
measured at nominal value on accrued entitlements
at current rates of pay.

These include salaries and wages accrued up to
balance date and annual leave earned but not yet
taken at balance date, expected to be settled within
12 months.

19. EQUITY

Equity is the shareholder’s interest in EPL, measured as
the difference between total assets and total liabilities.

20. COST ALLOCATION

EPL has provided the full cost of its output measured
on a full accrual accounting basis. EPL provides a
single output — Delivery of the schools' payroll service.

21. REPORTABLE OUTPUTS

In compliance with the Crown Entities Act (2004)
S149E (1)(c) EPL confirms that it does not propose to
supply any class of outputs, in the financial year, that is
not a reportable class of outputs.

22. CRITICAL ACCOUNTING JUDGMENTS ESTIMATES
AND ASSUMPTIONS

In preparing these prospective financial statements
EPL has made estimates and assumptions concerning
the future. These estimates and assumptions may
differ from subsequent actual results and these
differences may be material.

Estimates and assumptions are continually evaluated
and are based on historical experience and other
factors, including expectations of future events

that are believed to be reasonable under the
circumstances.

The most significant assumptions reflected in
these prospective financial statements are:

Funding for payroll services delivered by EPL
is through a Services Agreement with the
Ministry of Education.

The useful lives of intangible assets are
predominantly based on the current term

of the Ascender software licence, and the

ten year business and financial projections
included in the Detailed Business Case for the
Education Payroll Development Programme.

Completion of the EPDP programme and ready
adoption by school administrators enabling
staffing efficiencies in the second half of the
year. =
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