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Management Discussion and Analysis  
For the Superannuation Provision Account 

Financial Year Ended 30 June 2017 
 

Objectives 
 
The Superannuation Provision Account has been established to manage, recognise 
and account for the Australian Capital Territory’s (Territory) employer defined 
benefit superannuation liabilities and associated investment assets. 
 
Overview  
 
The financial outcomes for the Superannuation Provision Account will be significantly 
impacted by the end of the reporting period valuation of the defined benefit 
superannuation liability and the investment return achieved on the financial assets. 
 
At 30 June 2017 total liabilities exceed total assets.  The Superannuation Provision 
Account will continue to be in a net liability position until the defined benefit 
superannuation liability is fully funded by investment assets.   
 
As the annual superannuation emerging cost payments to the Commonwealth are 
supported by budget appropriation, the net liability position is not seen as an 
immediate risk to the ongoing financial operations of the Superannuation Provision 
Account. In the event required benefit payments exceed the available assets, 
additional appropriation will be provided from the Territory budget. 
 
In accordance with the requirements of Australian Accounting Standard AASB 119: 
‘Employee Benefits’ (AASB 119): 
 the estimated value of the accrued defined benefit employer superannuation 

liability at the end of the reporting period is calculated as the present value of 
the future payment of retirement benefits that have actually accrued in respect 
of service as at the calculation date; 

 the financial and demographic actuarial assumptions adopted for the liability 
valuation should be unbiased and mutually compatible and must be based on 
market expectations at the end of the reporting period; 

 the liability valuation must use a discount rate that is referenced to the yield 
(interest rate) on a suitable Commonwealth Government bond; and 

 the superannuation expense for the current reporting period is the projected 
expense based on the AASB 119 superannuation liability valuation at the end of 
the previous reporting period. 
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Overview of 2016-17 Financial Outcome 
 
The Superannuation Provision Account’s territorial net cost of services for 2016-17 
was $262.7 million being $68.2 million or 21 per cent lower than the budget estimate 
of $330.9 million.   
 
The lower net cost of services for the 2016-17 financial year was positively impacted 
by higher investment revenue due to the investment portfolio achieving an 
investment return higher than estimated in the 2016-17 Budget, partially offset by 
increased superannuation expenses. 
 
Financial Performance 
 
The following financial information is based on the audited financial statements for 
2015-16 and 2016-17, the 2016-17 Budget estimates, as well as the forward 
estimates from the 2017-18 Budget.

Table 1 – Total Net Cost of Services 
 Actual  

2014-15 
$m 

Actual  
2015-16 

$m 

Budget  
2016-17 

$m 

Actual  
2016-17 

$m 
Total Expenses 624.3 644.0 595.1 660.2 
Total Own Source Revenue 389.8 185.9 264.2 397.5 
Net Cost of Services 234.5 458.1 330.9 262.7 
 
Comparison to 2016-17 Budget Estimates 
The Superannuation Provision Account’s net cost of services for 2016-17 of  
$262.7 million was $68.2 million or 21 per cent lower than the 2016-17 Budget 
estimate of $330.9 million. 
 
This mainly reflects: 
 total net investment income of $345.5 million being $86.3 million or  

33 per cent higher than the budget estimate of $259.2 million due to the higher 
than estimated investment return; offset by 

 superannuation expense of $603.3 million being $18.4 million or 3 per cent 
higher than the budget estimate of $584.9 million due to the financial impact of 
the lower discount rate at 30 June 2016 of 2.69 per cent (3.2 per cent estimate), 
increasing the superannuation liability valuation at 30 June 2016 and increasing 
superannuation expense for the 2016-17 financial year. 

 
Comparison to 2015-16 Actual 
Total net cost of services for 2016-17 of $262.7 million was $195.4 million or  
43 per cent lower than the 2015-16 result of $458.1 million. 
 

This is due primarily to: 
 total net investment income of $345.5 million in 2016-17 being $249.2 million or 

259 per cent higher than net investment revenue of $96.2 million recognised in 
2015-16; offset by 

 superannuation expense of $603.3 million in 2016-17 being $54.0 million or  
10 percent higher than superannuation expense of $549.3 million in 2015-16.  
Superannuation expense for 2016-17 was higher due to the AASB 119 
superannuation liability valuation estimate at 30 June 2016, which used a lower 
discount rate of 2.69 per cent to estimate the present value of the 
superannuation liability.  Superannuation expense for the 2015-16 financial year 
was lower due to the AASB 119 superannuation liability valuation at  
30 June 2015, which applied a higher discount rate of 3.66 per cent.  A higher 
discount rate reduces the present value valuation estimate of the 
superannuation liability. 

 
Future Trends 
Table 2 below shows the Superannuation Provision Account’s net cost of services for 
the 2017-18 Budget and forward years.

The 2017-18 Budget and forward year estimates assume a long term portfolio 
investment return expectation of CPI plus 4.75 per cent per annum, as well as the 
defined benefit superannuation liability valuation projections using a long term 
average discount rate assumption of 6 per cent from 30 June 2018.  

Table 2 – Budget Estimates for Net Cost of Services 
 Budget  

2017-18 
$m 

Estimate 
2018-19 

$m 

Estimate 
2019-20 

$m 

Estimate 
2020-21 

$m 
Total Expenses 500.9 509.9 518.5 526.9 
Total Own Source Revenue 273.2 287.1 306.1 328.3 
Net Cost of Services 227.7 222.7 212.4 198.6 
 
Total Expenditure 
 
Components of Expenses 
Total expense for 2016-17 of $660.2 million mainly relates to the superannuation 
expense (service and interest costs) associated with the defined benefit 
superannuation liability and the expensing of investment asset capital losses.   
 
The superannuation liability service cost expense of $309.3 million during 2016-17 is 
the estimated increase in the present value of the defined benefit liability resulting 
from employee service during the financial year.   
 
The superannuation liability interest cost expense of $293.5 million during 2016-17 is 
the estimated increase in the present value of the defined benefit liability which 
arises because past accrued benefits are one period closer to settlement.   
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Total expenses for the 2016-17 financial year included the total superannuation 
expense related to the defined benefit superannuation liability of $603.3 million or 
91 per cent of ordinary activities, and the expensing of $46.1 million in investment 
capital losses, which accounted for 7 per cent of ordinary activities. 
 
The remaining $10.8 million or 2 per cent of total expenses include investment 
management and administration fees, Commonwealth superannuation scheme 
administration fees, professional services, employee costs and supplies and services. 
 
Comparison to 2016-17 Budget Estimates 
Total expense of $660.2 million was $65.1 million or 11 per cent higher than the 
2016-17 Budget estimate of $595.1 million. 
This result is mainly due to: 
 superannuation expense of $603.3 million being $18.4 million or 3 per cent 

higher than the budget estimate of $584.9 million due to the financial impact of 
the higher than estimated superannuation liability valuation at 30 June 2016 
increasing superannuation expense for the 2016-17 financial year; and 

 the expensing of $46.1 million of investment capital losses due mainly to 
increases in longer term interest rates in global fixed income markets decreasing 
the market value of the investments and the receipt of distributions from the 
sale of private equity investments reducing the net asset value of the units.   
 

Comparison to 2015-16 Actual  
Total expenses of $660.2 million were $16.2 million or 3 per cent higher than the 
2015-16 actual result of $644.0 million. 
 
This is due mainly to: 
 the increase of $54.0 million or 10 per cent in superannuation expense for the 

2016-17 financial year.  Superannuation expense for the reporting period is the 
projected expense based on the previous year's financial year end AASB 119 
superannuation liability valuation which applied a discount rate of 2.69 per cent 
to estimate the closing 30 June 2016 superannuation liability (3.66 per cent at  
30 June 2015) leading to a higher liability valuation at 30 June 2016 and higher 
superannuation expense in 2016-17; offset by 

 the decrease of $37.5 million or 45 per cent in investment capital losses for the 
financial year compared to 2015-16. 

 
Future Trends 
From 2017-18 annual expenses are estimated to be lower due to lower 
superannuation expense. This is due to the estimated superannuation liability 
valuation projections using a higher, long term discount rate assumption as 
compared to the AASB 119 requirement to value the superannuation liability at the 
end of the reporting period at the current yield on a suitable Commonwealth 
Government bond. Domestic interest rates continue to remain near historic lows. A 
higher discount rate assumption reduces the estimated present value of the 
superannuation liability and reduces the associated superannuation expense. 
 

Total Own Source Revenue 
 
Components of Own Source Revenue 
For the financial year ended 30 June 2017 the Superannuation Provision Account 
recognised $397.5 million in own source revenue.   
 
Own source revenue includes any interest, dividends, and distributions from the 
investment assets, as well as capital gains. 
 
Figure 3 – Components of Own Source Revenue 

 
 
Comparison to 2016-17 Budget Estimates 
Total own source revenue, or gross investment revenue of $397.5 million was  
$133.3 million or 50 per cent higher than the 2016-17 Budget estimate of  
$264.2 million due to the portfolio return for the 2016-17 financial year being higher 
than the budget return assumption.  
 
The budget estimates for investment earnings incorporate the long-term portfolio 
investment return target objective.  In 2016-17 the investment portfolio was 
targeting an average annual return that is 5 per cent above CPI increases. 
 
Figure 4 outlines the annual real investment returns (the annual returns excluding 
the impact of CPI) achieved by the investment portfolio over the last twenty-one 
years, the annualised real return (the average annual return achieved by the 
investment portfolio over time), as well as the investment return objective.   
 
For the 2016-17 financial year the investment portfolio achieved a net of fees return 
of 10.22 per cent, or an equivalent real return of approximately  
CPI “plus” 8.16 per cent.   
 
Due to the volatile nature of global investment markets, investment earnings 
recognised in any particular financial year will vary from the annual budget 
estimates.   
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investment return target objective.  In 2016-17 the investment portfolio was 
targeting an average annual return that is 5 per cent above CPI increases. 
 
Figure 4 outlines the annual real investment returns (the annual returns excluding 
the impact of CPI) achieved by the investment portfolio over the last twenty-one 
years, the annualised real return (the average annual return achieved by the 
investment portfolio over time), as well as the investment return objective.   
 
For the 2016-17 financial year the investment portfolio achieved a net of fees return 
of 10.22 per cent, or an equivalent real return of approximately  
CPI “plus” 8.16 per cent.   
 
Due to the volatile nature of global investment markets, investment earnings 
recognised in any particular financial year will vary from the annual budget 
estimates.   
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Over the past twenty-one years the portfolio has achieved an investment return of 
CPI “plus” 5.15 per cent per annum which is above the long term target investment 
return objective.   
 
Figure 4 – Annual Portfolio Investment Returns (Excluding CPI)

Comparison to 2015-16 Actual 
Total own source revenue of $397.5 million was $211.6 million or 114 per cent 
higher than the 2015-16 actual result of $185.9 million.   
 
This is mainly due to the investment portfolio achieving a higher nominal investment 
return of 10.22 percent (CPI “plus” 7.95 percent) in 2016-17 compared with the 
portfolio’s investment return of 2.66 per cent (CPI “plus” 1.15 per cent) in 2015-16.    
 
Future Trends 
Total own source revenue is projected to be lower over the 2017-18 Budget and 
forward years.   
 
Future budget estimates for investment revenue are based on a lower long term 
target return objective of CPI “plus” 4.75 per cent, which is lower than the actual 
investment return achieved in 2016-17.

Financial Position 
 
Total Assets 
 
Components of Total Assets 
At 30 June 2017 almost 100 per cent of assets are the financial investment assets.  
The investment portfolio assets include Australian and international money market 
securities (cash), capital market securities (bonds), Australian and international listed 
shares, Australian office and retail property assets, and private equity, or unlisted 
company assets. 

 
Figure 5 below provides the financial year end asset allocation compared to the 
current long-term strategic asset allocation targets. 
 
Figure 5 – Investment Portfolio Asset Allocation 

The investment strategy is designed to provide a reasonable probability of achieving 
the long-term target return objective within acceptable risk constraints.  Since the 
base performance financial year of 1996-97 the investment portfolio has achieved a 
net of fees return of CPI “plus” 5.1 per cent per annum. 
 
Comparison to 2016-17 Budget Estimates 
Total assets at 30 June 2017 of $3,720.3 million were $92.4 million or  
3 per cent higher than the budget estimate of $3,627.9 million.  This result is mainly 
due to the growth in assets from a higher than expected investment return with net 
investment earnings of $345.5 million being $86.3 million or 33 per cent higher than 
the Budget estimate of $259.2 million.  
 
Comparison to 2015-16 Actual 
Total assets at 30 June 2017 of $3,720.3 million were $273.5 million or 8 per cent 
higher than the 30 June 2016 closing asset position of $3,446.8 million.   
 
This result is mainly due to: 
 growth in assets with net investment earnings of $345.5 million for the 2016-17 

financial year; offset by 
 portfolio assets reducing by $65 million to support emerging cost benefit 

payments over the financial year. 
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Total Liabilities 
 
Almost 100 per cent of liabilities are associated with the Territory’s defined benefit 
employer superannuation liability to the Commonwealth Government.   
 
Comparison to 2016-17 Budget Estimates 
Total liabilities at 30 June 2017 of $8,575.1 million were $2,326.1 million or  
37 per cent higher than the 2016-17 Budget estimate of $6,249.0 million.   
 
 
This variance is due to the valuation of the defined benefit superannuation liability at 
30 June 2017 being higher than estimated.  The Budget estimate of the present value 
of the superannuation liability used a long-term discount rate assumption of  
6 per cent.  As required by AASB 119 the valuation at 30 June used a discount rate 
assumption of 3.51 per cent, which was referenced to the yield on the 
Commonwealth Government’s 2047 maturity bond.  The lower discount rate 
materially increased the liability valuation from $6,127.4 million to $8,573.7 million.   
 
Comparison to 2015-16 Actual 
Total liabilities of $8,575.1 million were $2,144.5 million or 20 per cent lower than 
the 2015-16 result of $10,719.6 million.   
 
This was due to: 
 the financial impacts from the latest annual actuarial review using salary and 

membership data at 30 June 2016 and the projected growth in the 
superannuation liability; offset by 
 

 the AASB 119 defined benefit superannuation liability valuation at  
30 June 2017 recognising an actuarial gain of $2,525.2 million and being lower 
than at 30 June 2016 due to changes in the financial assumptions. The changes 
in the financial assumptions included applying a higher discount rate of  
3.51 per cent at 30 June 2017 (2.69 per cent at 30 June 2016), as well as lower 
long term salary and inflation assumptions.   

 
Future Trends 
The estimated valuation of the Territory’s employer superannuation liability is very 
sensitive to the level of domestic interest rates.  The forward estimates for the value 
of the superannuation liability are lower due to the use of a higher, long term 
average discount rate assumption of six per cent for the Budget estimates, as 
compared to the AASB 119 requirement to value the superannuation liability at the 
current yield on a suitable Commonwealth Government bond. 
 
The use of a long-term discount rate assumption for the budget and forward year 
estimates removes significant and unnecessary valuation volatility due to the day to 
day movement in domestic interest rates, and is appropriate to the management of 
a long-term funding strategy.  This is particularly relevant in the current environment 
of historically low interest rates. 
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INDEPENDENT AUDIT REPORT 

SUPERANNUATION PROVISION ACCOUNT 

To the Members of the ACT Legislative Assembly 

Audit opinion 
I am providing an unqualified audit opinion on the financial statements of the Superannuation 
Provision Account for the year ended 30 June 2017. The financial statements comprise the 
statement of income and expenses on behalf of the Territory, statement of assets and liabilities on 
behalf of the Territory, statement of changes in equity on behalf of the Territory, cash flow 
statement on behalf of the Territory, Territorial statement of appropriation and accompanying 
notes. 
In my opinion, the financial statements: 
(i) are presented in accordance with the Financial Management Act 1996, Australian Accounting 

Standards and other mandatory financial reporting requirements in Australia; and 
(ii) present fairly the financial position of the Superannuation Provision Account and results of 

its operations and cash flows. 
Basis for the audit opinion 
The audit was conducted in accordance with the Australian Auditing Standards. I have complied 
with the requirements of the Accounting Professional and Ethical Standards 110 Code of Ethics for 
Professional Accountants. 
I believe that sufficient evidence was obtained during the audit to provide a basis for the audit 
opinion. 
Responsibility for preparing and fairly presenting the financial statements 
The Under Treasurer is responsible for: 
• preparing and fairly presenting the financial statements in accordance with the Financial 

Management Act 1996 and relevant Australian Accounting Standards; 
• determining the internal controls necessary for the preparation and fair presentation of 

financial statements so that they are free from material misstatements, whether due to error 
or fraud; and 

• assessing the ability of the Superannuation Provision Account to continue as a going concern 
and disclosing, as applicable, matters relating to going concern and using the going concern 
basis of accounting in preparing the financial statements. 

Responsibility for the audit of the financial statements 
Under the Financial Management Act 1996, the Auditor-General is responsible for issuing an audit 
report that includes an independent audit opinion on the financial statements of the 
Superannuation Provision Account. 
As required by Australian Auditing Standards, the auditors: 
• applied professional judgement and maintained scepticism; 
• identified and assessed the risks of material misstatements due to error or fraud and 

implemented procedures to address these risks so that sufficient evidence was obtained to 
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form an audit opinion. The risk of not detecting material misstatements due to fraud is higher 
than the risk due to error, as fraud may involve collusion, forgery, intentional omissions or 
misrepresentations or the override of internal controls; 

• obtained an understanding of internal controls to design audit procedures for forming an 
audit opinion; 

• evaluated accounting policies and estimates used to prepare the financial statements and 
disclosures made in the financial statements; 

• evaluated the overall presentation and content of the financial statements, including 
whether they present the underlying transactions and events in a manner that achieves fair 
presentation; 

• reported the scope and timing of the audit and any significant deficiencies in internal controls 
identified during the audit to the Under Treasurer; and 

• assessed the going concern* basis of accounting used in the preparation of the financial 
statements.  

(*Where the auditor concludes that a material uncertainty exists which cast significant doubt on 
the appropriateness of using the going concern basis of accounting, the auditor is required to draw 
attention in the audit report to the relevant disclosures in the financial statements or, if such 
disclosures are inadequate, the audit opinion is to be modified. The auditor’s conclusions on the 
going concern basis of accounting are based on the audit evidence obtained up to the date of this 
audit report. However, future events or conditions may cause the entity to cease to continue as a 
going concern.) 
Limitations on the scope of the audit 
An audit provides a high level of assurance about whether the financial statements are free from 
material misstatements, whether due to fraud or error. However, an audit cannot provide a 
guarantee that no material misstatements exist due to the use of selective testing, limitations of 
internal control, persuasive rather than conclusive nature of audit evidence and use of professional 
judgement in gathering and evaluating evidence. 
An audit does not provide assurance on the: 
• reasonableness of budget information included in the financial statements; 
• prudence of decisions made by the Superannuation Provision Account;  
• adequacy of controls implemented by the Superannuation Provision Account; or 
• integrity of audited financial statements presented electronically or information hyperlinked 

to or from the financial statements. Assurance can only be provided for the printed copy of 
the audited financial statements. 

 

 
Dr Maxine Cooper 
Auditor-General 
1 September 2017 
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Management Discussion and Analysis  
For the Territory Banking Account 
Financial Year Ended 30 June 2017 

 
Objectives 
 
The Territory Banking Account is established to recognise and manage the general 
government’s investment assets and debt liabilities.  Revenues on behalf of the 
Territory are transferred to the Territory Banking Account and fortnightly 
appropriation disbursements are made to agencies from the Territory Banking 
Account. 
 
General Overview 
 
The Chief Minister, Treasury and Economic Development Directorate, through the 
financial operations of the Territory Banking Account, is responsible for financial 
asset and liability management through the establishment of investment and 
borrowing policies and objectives, and the coordination and implementation of cash 
management, investment and borrowing activities. 
 
During 2016-17, the key objectives and operations of the Territory Banking Account 
included: 
 
 managing the investment plan and implementing and reporting on the financial 

investment assets of the Territory Banking Account, including the accounting and 
management of investment returns; 

 managing and reporting on the financial borrowing liabilities of the Territory 
Banking Account; 

 raising new Territory borrowings as required; 

 managing cash flow and liquidity requirements, and completing the settlement 
of all financial obligations including: debt servicing obligations; administering the 
payments of budget appropriations to agencies; administering the receipt of 
Territory revenues; and 

 budgeting, managing and reporting on the financial operations of the Territory 
Banking Account. 

Overview of 2016-17 Financial Outcome 
 
The Territory Banking Account is a multi-purpose entity responsible for territorial 
revenues and transfer of appropriation cash flow transactions, financial investment 
and financial borrowing liabilities of the Territory.  The functions and financial 
transaction activities are established through the provisions of the Financial 
Management Act 1996.  The Territory Banking Account is the central public account 
for the Territory. 
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The Territory Banking Account's financial results are a sub-set of the total Territory 
consolidated financial results.  The financial results are an aggregate of the financial 
investment and borrowing transactions as well as the receipt of transfers of 
territorial related revenues from agencies and the payment of budget appropriation 
disbursements to agencies. 
 
The operating result and the net asset (liability) position of the Territory Banking 
Account should only be viewed in combination with the total Territory financial 
results and budget estimates because of the combination of diverse transactions 
being reported through the Territory Banking Account. 
 
At 30 June 2017, the Territory Banking Account’s liabilities ($5,674.7 million) exceed 
its assets ($3,934.5 million) by $1,740.2 million ($1,919.9 million at 30 June 2016).  
This is due to the Territory Banking Account reporting total Territory borrowings with 
the assets backing these liabilities being reported in other Territory agency financial 
statements.  The Territory Banking Account has the support of the annual budget 
and provisions of the Financial Management Act 1996 to continue to meet its 
financial obligations as they fall due. 
 
The majority of financial variances are driven by underlying agency activities over 
which the Territory Banking Account has no control.  Explanations for these 
variances are provided in the 2016-17 financial statements of relevant agencies.   
 
 The operating result for 2016-17 is a deficit of $149.5 million, being a 

$417.4 million or 74 per cent increase from the budget deficit estimate of 
$566.9 million. 

 The net liability position of the Territory Banking Account of $1,740.2 million is a 
$528.9 million or 23 per cent increase from the budget net liability estimate of 
$2,269.1 million. 

 
Financial Performance 
 
The following financial information is based on the audited financial statements for 
2015-16 and 2016-17, the 2016-17 Budget estimates, as well as the forward 
estimates from the 2017-18 Budget.
 
Table 1 – Total Net Cost of Services 
 Actual 

2015-16 
$’000 

Budget 
2016-17 

$’000 

Actual 
2016-17 

$’000 

Estimate 
2017-18 

$’000 

Estimate 
2018-19 

$’000 

Estimate 
2019-20 

$’000 

Estimate 
2020-21 

$’000 

Total Expenses 4,669.4 4,901.5 4,573.5 5,099.6 5,298.8 5,112.2 5,255.2 

Total Revenue 4,070.5 4,334.6 4,424.0 4,538.0 4,624.5 4,742.4 4,961.1 

Net Cost 598.9 566.9 149.5 561.6 674.4 369.8 294.2 

 

Comparison to 2016-17 Budget 
 
The Territory Banking Account’s net cost of services for 2016-17 of $149.5 million 
was $417.4 million or 74 per cent lower than the 2016-17 Budget estimate of 
$566.9 million. 
 
The main reasons for this result are: 
 
 higher than estimated investment earnings of $29.8 million due to higher levels 

of investment balances and a higher investment return than originally estimated.  
The total investment portfolio achieved an investment return for the 2016-17 
financial year is 2.67 per cent (net of fees) compared with the benchmark return 
of 1.55 per cent; 

 higher than estimated transfer revenues of $68.2 million reflecting underlying 
agency activity; and 

 lower than estimated appropriation expenses to agencies of $341.5 million 
reflecting underlying agency requirements. 

 
Comparison to 2015-16 Actual 
 
Total net cost of services for 2016-17 of $149.5 million was $449.4 million or a 
75 per cent decrease compared to the 2015-16 actual result of $598.9 million due 
primarily to: 
 
 higher transfer revenues of $370.2 million; and 

 lower appropriation expenses to agencies of $102.8 million. 

 
Total Expenditure 
 
Components of Expenditure 
 
The major components of total Territory Banking Account’s expenses recognised for 
2016-17 of $4,573.5 million relate to the transfer of budget appropriations to 
agencies ($4,354.7 million) and interest expenses ($209.8 million). 
 
Appropriation expenses comprise controlled recurrent payments ($2,974.9 million); 
payments for expenses on behalf of the Territory ($543.9 million); and capital 
injections ($835.9 million). 
 
Interest expenses comprise interest on borrowings ($182.6 million); and interest 
payments to agencies for investment deposit earnings ($27.2 million). 
 
 
 
 



   85

 
The Territory Banking Account's financial results are a sub-set of the total Territory 
consolidated financial results.  The financial results are an aggregate of the financial 
investment and borrowing transactions as well as the receipt of transfers of 
territorial related revenues from agencies and the payment of budget appropriation 
disbursements to agencies. 
 
The operating result and the net asset (liability) position of the Territory Banking 
Account should only be viewed in combination with the total Territory financial 
results and budget estimates because of the combination of diverse transactions 
being reported through the Territory Banking Account. 
 
At 30 June 2017, the Territory Banking Account’s liabilities ($5,674.7 million) exceed 
its assets ($3,934.5 million) by $1,740.2 million ($1,919.9 million at 30 June 2016).  
This is due to the Territory Banking Account reporting total Territory borrowings with 
the assets backing these liabilities being reported in other Territory agency financial 
statements.  The Territory Banking Account has the support of the annual budget 
and provisions of the Financial Management Act 1996 to continue to meet its 
financial obligations as they fall due. 
 
The majority of financial variances are driven by underlying agency activities over 
which the Territory Banking Account has no control.  Explanations for these 
variances are provided in the 2016-17 financial statements of relevant agencies.   
 
 The operating result for 2016-17 is a deficit of $149.5 million, being a 

$417.4 million or 74 per cent increase from the budget deficit estimate of 
$566.9 million. 

 The net liability position of the Territory Banking Account of $1,740.2 million is a 
$528.9 million or 23 per cent increase from the budget net liability estimate of 
$2,269.1 million. 

 
Financial Performance 
 
The following financial information is based on the audited financial statements for 
2015-16 and 2016-17, the 2016-17 Budget estimates, as well as the forward 
estimates from the 2017-18 Budget.
 
Table 1 – Total Net Cost of Services 
 Actual 

2015-16 
$’000 

Budget 
2016-17 

$’000 

Actual 
2016-17 

$’000 

Estimate 
2017-18 

$’000 

Estimate 
2018-19 

$’000 

Estimate 
2019-20 

$’000 

Estimate 
2020-21 

$’000 

Total Expenses 4,669.4 4,901.5 4,573.5 5,099.6 5,298.8 5,112.2 5,255.2 

Total Revenue 4,070.5 4,334.6 4,424.0 4,538.0 4,624.5 4,742.4 4,961.1 

Net Cost 598.9 566.9 149.5 561.6 674.4 369.8 294.2 

 

Comparison to 2016-17 Budget 
 
The Territory Banking Account’s net cost of services for 2016-17 of $149.5 million 
was $417.4 million or 74 per cent lower than the 2016-17 Budget estimate of 
$566.9 million. 
 
The main reasons for this result are: 
 
 higher than estimated investment earnings of $29.8 million due to higher levels 

of investment balances and a higher investment return than originally estimated.  
The total investment portfolio achieved an investment return for the 2016-17 
financial year is 2.67 per cent (net of fees) compared with the benchmark return 
of 1.55 per cent; 

 higher than estimated transfer revenues of $68.2 million reflecting underlying 
agency activity; and 

 lower than estimated appropriation expenses to agencies of $341.5 million 
reflecting underlying agency requirements. 

 
Comparison to 2015-16 Actual 
 
Total net cost of services for 2016-17 of $149.5 million was $449.4 million or a 
75 per cent decrease compared to the 2015-16 actual result of $598.9 million due 
primarily to: 
 
 higher transfer revenues of $370.2 million; and 

 lower appropriation expenses to agencies of $102.8 million. 

 
Total Expenditure 
 
Components of Expenditure 
 
The major components of total Territory Banking Account’s expenses recognised for 
2016-17 of $4,573.5 million relate to the transfer of budget appropriations to 
agencies ($4,354.7 million) and interest expenses ($209.8 million). 
 
Appropriation expenses comprise controlled recurrent payments ($2,974.9 million); 
payments for expenses on behalf of the Territory ($543.9 million); and capital 
injections ($835.9 million). 
 
Interest expenses comprise interest on borrowings ($182.6 million); and interest 
payments to agencies for investment deposit earnings ($27.2 million). 
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Figure 1 – Components of Expenditure

 
 
 
Comparison to 2016-17 Budget 
 
Total Territory Banking Account expenses of $4,573.5 million were $327.9 million or 
7 per cent lower than the 2016-17 Budget estimate of $4,901.5 million mainly due 
to: 
 
 lower than estimated appropriation expenses to agencies of $341.5 million; 

 lower borrowing interest expenses of $4.1 million reflecting the timing and 
volume of new borrowings raised; and 

 higher interest payments to agencies of $9.4 million reflecting higher balances of 
funds held on investment with the Territory Banking Account over the year. 

 
Comparison to 2015-16 Actual  
 
Total Territory Banking Account expenses of $4,573.5 million were $95.8 million or 
2 per cent lower than the 2015-16 result of $4,669.4 million mainly due to: 
 
 lower appropriation expenses to agencies of $102.8 million; 

 higher borrowing interest expenses of $8.8 million due to a higher balance of 
outstanding borrowings over the year; and 

 lower interest payments to agencies of $7.2 million due to lower investment 
returns on their funds held on investment with the Territory Banking Account 
over the year. 

 
 

 
Total Revenue 
 
Components of Revenue 
 
The components of total Territory Banking Account’s revenues recognised for 
2016-17 of $4,424.0 million include investment earnings ($56.1 million); interest 
from loans provided to agencies ($74.9 million); transfer revenues from agencies 
($4,163.3 million); and other revenue ($129.6 million). 
 
Figure 2 – Components of Revenue

 
 
Comparison to 2016-17 Budget  
 
Total Territory Banking Account revenue of $4,424.0 million was $89.4 million or 
2 per cent higher than the 2016-17 Budget estimate of $4,334.6 million mainly due 
to: 
 
 higher than estimated investment earnings of $29.8 million due to higher levels 

of funds invested and a higher than estimated investment return; and 

 higher transfer revenues of $68.2 million. 

 
Comparison to 2016-17 Actual 
 
Total Territory Banking Account revenue of $4,424.0 million was $353.5 million or 
9 per cent higher than the 2015-16 result of $4,070.5 million mainly due to: 
 
 lower investment earnings of $8.4 million due to lower investment returns on 

funds held on investment over the year; and 

 higher transfer revenues of $370.2 million. 
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Figure 1 – Components of Expenditure

Comparison to 2016-17 Budget

Total Territory Banking Account expenses of $4,573.5 million were $327.9 million or
7 per cent lower than the 2016-17 Budget estimate of $4,901.5 million mainly due
to: 

 lower than estimated appropriation expenses to agencies of $341.5 million;

 lower borrowing interest expenses of $4.1 million reflecting the timing and
volume of new borrowings raised; and

 higher interest payments to agencies of $9.4 million reflecting higher balances of 
funds held on investment with the Territory Banking Account over the year.

Comparison to 2015-16 Actual

Total Territory Banking Account expenses of $4,573.5 million were $95.8 million or
2 per cent lower than the 2015-16 result of $4,669.4 million mainly due to:

 lower appropriation expenses to agencies of $102.8 million;

 higher borrowing interest expenses of $8.8 million due to a higher balance of
outstanding borrowings over the year; and

 lower interest payments to agencies of $7.2 million due to lower investment
returns on their funds held on investment with the Territory Banking Account
over the year.

Total Revenue 

Components of Revenue 

The components of total Territory Banking Account’s revenues recognised for 
2016-17 of $4,424.0 million include investment earnings ($56.1 million); interest 
from loans provided to agencies ($74.9 million); transfer revenues from agencies 
($4,163.3 million); and other revenue ($129.6 million). 

Figure 2 – Components of Revenue

Comparison to 2016-17 Budget 

Total Territory Banking Account revenue of $4,424.0 million was $89.4 million or 
2 per cent higher than the 2016-17 Budget estimate of $4,334.6 million mainly due 
to: 

 higher than estimated investment earnings of $29.8 million due to higher levels
of funds invested and a higher than estimated investment return; and

 higher transfer revenues of $68.2 million.

Comparison to 2016-17 Actual 

Total Territory Banking Account revenue of $4,424.0 million was $353.5 million or 
9 per cent higher than the 2015-16 result of $4,070.5 million mainly due to: 

 lower investment earnings of $8.4 million due to lower investment returns on
funds held on investment over the year; and

 higher transfer revenues of $370.2 million.
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Financial Position 

Components of Total Assets 

The major components of total Territory Banking Account’s assets are cash and 
investments ($1,760.7 million); and loans and other receivables ($2,173.7 million). 

Cash and investments comprise cash and investment assets of the Territory Banking 
Account as well as investments made on behalf of a directorate or territory 
authority.  To facilitate an efficient cash and investment management structure, a 
centralised investment platform facility is provided through the Territory Banking 
Account which makes available a range of single and multi-asset class funds for 
directorates and territory authorities to meet their specific investment objectives.   

Loans and receivables comprise loans provided to agencies, either from budget 
appropriation or directly funded by bond issuances in the financial markets via the 
Territory’s domestic debt issuance program. 

Other receivables include transfer revenue and loan interest receivable from 
ACT Government agencies and investment interest receivable. 

Figure 3 – Components of Assets 

Comparison to 2016-17 Budget 

The total asset position at 30 June 2017 was $3,934.5 million being $959.4 million or 
32 per cent higher than the budget of $2,975.1 million.  This was mainly due to: 

 cash and investments being $1,001.1 million higher than estimated.  Actual cash
and investment balances are the aggregate of underlying agency investment
activity ($495.9 million) and Territory Banking Account cash and investments

($505.2 million) reflecting the timing and amounts of underlying territorial cash
flows;

 loan receivables being $60.3 million lower than estimated mainly due to a lower 
borrowing requirement by Icon Water Limited; and

 other receivables, mainly in relation to agency transfer revenues, being 
$18.566 million higher than estimated.

Comparison to 2015-16 Actual

The total asset position at 30 June 2017 was $3,934.5 million being $218.5 million or
6 per cent higher than the 2015-16 result of $3,716.0 million. This was due to:

 cash and investments being $143.8 million higher than the previous year.  Actual
cash and investment balances are the aggregate of underlying agency investment
activity ($1.2 million) and Territory Banking Account cash and investments 
($142.6 million) reflecting the timing and amounts of underlying territorial cash
flows;

 loan receivables being $50.5 million higher in relation to Icon Water Limited; and 

 other receivables, mainly in relation to agency transfer revenues, being 
$24.1 million higher than the previous year.

Summary of Financial Investment Assets Returns for 2016-17

The total aggregate investment portfolio investment return for the 2016-17 financial
year is 2.72 per cent (gross of fees) compared to the benchmark return
1.55 per cent, comprising:

Cash Enhanced Fund (3.24 per cent) 
 The fund invests in cash facilities, term deposits, bank bills, negotiable

certificates of deposit, and debt securities (bonds).  The investment objective of
the fund is to out-perform the return of the Bloomberg Ausbond Bank Bill index.
The annual index return was 1.82 per cent.

 The performance of the fund over the financial year was positively impacted by
the portfolio’s exposure to securities in the Australian mortgage backed sector
with credit spreads tightening and market valuations increasing. 

Australian Fixed Interest (0.27 per cent)
 The fund invests in debt securities (bonds) issued by the Commonwealth

Government, Australian State Government authorities, and investment grade
corporate issuers.  The investment objective of the fund is to match the return of 
the Bloomberg AusBond Composite index (benchmark) before fees and charges.
The annual index return was 0.25 per cent.
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Financial Position

Components of Total Assets

The major components of total Territory Banking Account’s assets are cash and
investments ($1,760.7 million); and loans and other receivables ($2,173.7 million).

Cash and investments comprise cash and investment assets of the Territory Banking
Account as well as investments made on behalf of a directorate or territory 
authority. To facilitate an efficient cash and investment management structure, a 
centralised investment platform facility is provided through the Territory Banking 
Account which makes available a range of single and multi-asset class funds for
directorates and territory authorities to meet their specific investment objectives. 

Loans and receivables comprise loans provided to agencies, either from budget
appropriation or directly funded by bond issuances in the financial markets via the
Territory’s domestic debt issuance program.

Other receivables include transfer revenue and loan interest receivable from
ACT Government agencies and investment interest receivable.

Figure 3 – Components of Assets

Comparison to 2016-17 Budget

The total asset position at 30 June 2017 was $3,934.5 million being $959.4 million or
32 per cent higher than the budget of $2,975.1 million. This was mainly due to:

 cash and investments being $1,001.1 million higher than estimated.  Actual cash 
and investment balances are the aggregate of underlying agency investment
activity ($495.9 million) and Territory Banking Account cash and investments

($505.2 million) reflecting the timing and amounts of underlying territorial cash 
flows; 

 loan receivables being $60.3 million lower than estimated mainly due to a lower
borrowing requirement by Icon Water Limited; and

 other receivables, mainly in relation to agency transfer revenues, being
$18.566 million higher than estimated.

Comparison to 2015-16 Actual 

The total asset position at 30 June 2017 was $3,934.5 million being $218.5 million or 
6 per cent higher than the 2015-16 result of $3,716.0 million.  This was due to: 

 cash and investments being $143.8 million higher than the previous year.  Actual
cash and investment balances are the aggregate of underlying agency investment
activity ($1.2 million) and Territory Banking Account cash and investments
($142.6 million) reflecting the timing and amounts of underlying territorial cash
flows;

 loan receivables being $50.5 million higher in relation to Icon Water Limited; and

 other receivables, mainly in relation to agency transfer revenues, being
$24.1 million higher than the previous year.

Summary of Financial Investment Assets Returns for 2016-17 

The total aggregate investment portfolio investment return for the 2016-17 financial 
year is 2.72 per cent (gross of fees) compared to the benchmark return 
1.55 per cent, comprising: 

Cash Enhanced Fund  (3.24 per cent) 
 The fund invests in cash facilities, term deposits, bank bills, negotiable

certificates of deposit, and debt securities (bonds).  The investment objective of
the fund is to out-perform the return of the Bloomberg Ausbond Bank Bill index.
The annual index return was 1.82 per cent.

 The performance of the fund over the financial year was positively impacted by
the portfolio’s exposure to securities in the Australian mortgage backed sector
with credit spreads tightening and market valuations increasing.

Australian Fixed Interest  (0.27 per cent) 
 The fund invests in debt securities (bonds) issued by the Commonwealth

Government, Australian State Government authorities, and investment grade
corporate issuers.  The investment objective of the fund is to match the return of
the Bloomberg AusBond Composite index (benchmark) before fees and charges.
The annual index return was 0.25 per cent.
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 The investment performance has been negatively impacted by market valuation
losses on the debt securities held in the fund due to increases in longer-term
domestic interest rates over the period.

Conservative Index Fund  (3.00 per cent) 
 The fund invests across multiple asset classes with a bias toward income assets.

The fund targets a 70 per cent allocation to income asset classes such as cash,
Australian and international fixed interest and a 30% allocation to growth asset
classes such as Australian and international shares.

 The investment objective is to track the weighted average return of the various
indices of the underlying asset class benchmarks, before taking into account fees,
expenses and tax.  The annual benchmark return was 3.41 per cent.

Balanced Index Fund  (-0.42 per cent) 
 The fund invests across multiple asset classes with a balance between income

and growth assets.  The fund targets a 50 per cent allocation to income asset
classes such as cash, Australian and international fixed interest and a 50 per cent
allocation to growth asset classes such as Australian and international shares.

 The investment objective is to track the weighted average return of the various
indices of the underlying asset class benchmarks, before taking into account fees,
expenses and tax.  The annual benchmark return was -0.41 per cent.

Total Liabilities 

Components of Total Liabilities 

The major components of total Territory Banking Account’s liabilities are interest 
bearing liabilities comprising borrowings ($4,599.6 million) and agency investment 
deposits ($1,043.9 million); and payables ($31.1 million). 

The funding and management of the ACT Government’s financial market borrowings 
is undertaken by the Chief Minister, Treasury and Economic Development 
Directorate through the Territory Banking Account.  The ACT Government’s funding 
requirements are mainly achieved by the issuance of debt securities in the financial 
markets through the Territory domestic debt issuance program. 

Debt securities issued include short-term discount debt securities with maturities of 
less than 12 months; nominal fixed rate bonds where the interest cost (coupon) is 
fixed for the life of each bond with the repayment of principal at maturity; and 
inflation-linked bonds where the interest and principal repayments are indexed to 
inflation and the repayment of principal over time or at maturity.  The debt funding 
program has been supplemented by loans provided from the Commonwealth 
Government. 

Figure 4 – Components of Liabilities

Comparison to 2016-17 Budget

The total liability position at 30 June 2017 was $5,674.6 million being $430.4 million
or 8 per cent higher than the budget of $5,244.2 million.  This was mainly due to:

 borrowings being $65.0 million lower than estimated due to a lower than
estimated market financing requirement; and

 agency investment deposits being $495.8 million higher than estimated.

Comparison to 2015-16 Actual

The total liability position at 30 June 2017 was $5,674.6 million being $39.7 million or
1 per cent higher than the 2015-16 result of $5,634.9 million mainly due to:

 payables in relation to borrowing and agency investment deposit interest being 
$9.3 million lower;

 borrowings being $47.8 million higher, comprising market financed borrowings of
$51.6 million and Commonwealth financed borrowings of $3.9 million; and

 agency investment deposits being $1.2 million lower.
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 The investment performance has been negatively impacted by market valuation 
losses on the debt securities held in the fund due to increases in longer-term
domestic interest rates over the period. 

Conservative Index Fund (3.00 per cent)
 The fund invests across multiple asset classes with a bias toward income assets.

The fund targets a 70 per cent allocation to income asset classes such as cash,
Australian and international fixed interest and a 30% allocation to growth asset
classes such as Australian and international shares. 

 The investment objective is to track the weighted average return of the various
indices of the underlying asset class benchmarks, before taking into account fees,
expenses and tax. The annual benchmark return was 3.41 per cent.

Balanced Index Fund (-0.42 per cent)
 The fund invests across multiple asset classes with a balance between income 

and growth assets.  The fund targets a 50 per cent allocation to income asset
classes such as cash, Australian and international fixed interest and a 50 per cent 
allocation to growth asset classes such as Australian and international shares. 

 The investment objective is to track the weighted average return of the various
indices of the underlying asset class benchmarks, before taking into account fees,
expenses and tax. The annual benchmark return was -0.41 per cent.

Total Liabilities

Components of Total Liabilities

The major components of total Territory Banking Account’s liabilities are interest
bearing liabilities comprising borrowings ($4,599.6 million) and agency investment
deposits ($1,043.9 million); and payables ($31.1 million).

The funding and management of the ACT Government’s financial market borrowings
is undertaken by the Chief Minister, Treasury and Economic Development
Directorate through the Territory Banking Account.  The ACT Government’s funding 
requirements are mainly achieved by the issuance of debt securities in the financial
markets through the Territory domestic debt issuance program.

Debt securities issued include short-term discount debt securities with maturities of
less than 12 months; nominal fixed rate bonds where the interest cost (coupon) is
fixed for the life of each bond with the repayment of principal at maturity; and
inflation-linked bonds where the interest and principal repayments are indexed to
inflation and the repayment of principal over time or at maturity. The debt funding
program has been supplemented by loans provided from the Commonwealth
Government.

Figure 4 – Components of Liabilities

Comparison to 2016-17 Budget 

The total liability position at 30 June 2017 was $5,674.6 million being $430.4 million 
or 8 per cent higher than the budget of $5,244.2 million.  This was mainly due to: 

 borrowings being $65.0 million lower than estimated due to a lower than
estimated market financing requirement; and

 agency investment deposits being $495.8 million higher than estimated.

Comparison to 2015-16 Actual 

The total liability position at 30 June 2017 was $5,674.6 million being $39.7 million or 
1 per cent higher than the 2015-16 result of $5,634.9 million mainly due to: 

 payables in relation to borrowing and agency investment deposit interest being
$9.3 million lower;

 borrowings being $47.8 million higher, comprising market financed borrowings of
$51.6 million and Commonwealth financed borrowings of $3.9 million; and

 agency investment deposits being $1.2 million lower.
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Summary of Financial Borrowings 

Debt management objectives include: managing the Government’s liquidity and 
financial payment obligations; meeting the ongoing capital requirements of the 
ACT Government; raising capital at a competitive cost in line with peers having 
regard to the Territory’s credit rating and issuer profile; establishing bond lines of 
select debt maturity and volume; maximising investor participation and 
diversification; and minimising interest rate volatility and refinancing risk. 

A summary of the outstanding financial borrowings as reported in the Territory 
Banking Account is detailed below: 

Figure 5 - Total Outstanding Market Borrowings and Loans 

Table 1 – Electronic Promissory Notes on Issue 
Coupon1  Maturity Face Value 

$m 
Principal 

Outstanding
$m 

Timing of Interest Payment2 

1.77% Dec 2018 70 69 At maturity Dec 
Notes: 
1. The coupon rate is the fixed interest rate used to calculate interest payment over the term of the Note.
2. At maturity the face value of the Note comprising principal and Interest is paid.

Table 2 – Nominal Fixed Rate Bonds on Issue 
Coupon1  Maturity Face Value 

$m 
Principal 

Outstanding2

$m 

Timing of Interest Payments3 

5.50% Jun 2018 550 550.5 Semi-annual Jun, Dec 
4.25% May 2020 570 570.8 Semi-annual May, Nov 
4.25% Apr 2022 550 543.9 Semi-annual Apr, Oct 
4.00% May 2024 500 494.0 Semi-annual May, Nov 
2.50% May 2026 525 518.9 Semi-annual May, Nov 

Notes: 
1. The coupon rate is the fixed interest rate used to calculate interest payments over the life of the bond.
2. Estimated capital value outstanding as at 30 June 2017.  The difference between principal outstanding and 

the face value reflects the unamortised issuance premium or discount.
3. Interest is paid semi-annually with the capital value repaid at maturity.

Table 3 – Inflation Linked Bonds on Issue
Coupon Maturity Face Value

$m
Principal

Outstanding
$m

Timing of Payments

3.74%1 Apr 2020 250 80.1 Quarterly Jan, Apr, Jul, Oct
2.83%1 Jun 2048 420 414.5 Quarterly Mar, Jun, Sep, Dec
3.50%2 Jun 2030 250 285.5 Quarterly Mar, Jun, Sep, Dec

Notes:
1. Indexed Annuity Bond.  Annuity payments are made quarterly comprising both principal and interest

amounts. Both the interest and principal payments are adjusted for movements in the Consumer Price
Index (CPI). There is no capital value repayment at maturity.

2. Capital Indexed Bond.  The capital value of the security is adjusted for movements in the CPI.  Interest is
paid quarterly at a fixed rate on the adjusted capital value.  The adjusted capital value of the security is 
repaid at maturity.

Table 4 – Commonwealth Loans
Coupon1 Maturity Face Value

$m
Principal

Outstanding2

$m

Timing of Interest Payments3

12.57% Jun 2023 19 3.3 Annual Jun
4.50% Jun 2040 174 68.5 Annual Jun
2.71% Jun 2024 1,000 1,000.0 Annual Jun

Notes:
1. The fixed interest rate used to calculate the annual interest payments.
2. Principal and interest is paid annually in arrears in accordance with established amortising loan schedules. 
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Summary of Financial Borrowings

Debt management objectives include: managing the Government’s liquidity and
financial payment obligations; meeting the ongoing capital requirements of the
ACT Government; raising capital at a competitive cost in line with peers having
regard to the Territory’s credit rating and issuer profile; establishing bond lines of
select debt maturity and volume; maximising investor participation and
diversification; and minimising interest rate volatility and refinancing risk.

A summary of the outstanding financial borrowings as reported in the Territory 
Banking Account is detailed below:

Figure 5 - Total Outstanding Market Borrowings and Loans

Table 1 – Electronic Promissory Notes on Issue
Coupon1 Maturity Face Value

$m
Principal

Outstanding
$m

Timing of Interest Payment2

1.77% Dec 2018 70 69 At maturity Dec
Notes:
1. The coupon rate is the fixed interest rate used to calculate interest payment over the term of the Note.
2. At maturity the face value of the Note comprising principal and Interest is paid.

Table 2 – Nominal Fixed Rate Bonds on Issue
Coupon1 Maturity Face Value

$m
Principal

Outstanding2

$m

Timing of Interest Payments3

5.50% Jun 2018 550 550.5 Semi-annual Jun, Dec
4.25% May 2020 570 570.8 Semi-annual May, Nov
4.25% Apr 2022 550 543.9 Semi-annual Apr, Oct
4.00% May 2024 500 494.0 Semi-annual May, Nov
2.50% May 2026 525 518.9 Semi-annual May, Nov

Notes:
1. The coupon rate is the fixed interest rate used to calculate interest payments over the life of the bond.
2. Estimated capital value outstanding as at 30 June 2017.  The difference between principal outstanding and

the face value reflects the unamortised issuance premium or discount.
3. Interest is paid semi-annually with the capital value repaid at maturity.

Table 3 – Inflation Linked Bonds on Issue 
Coupon Maturity Face Value 

$m 
Principal 

Outstanding
$m 

Timing of Payments 

3.74%1 Apr 2020 250 80.1 Quarterly Jan, Apr, Jul, Oct 
2.83%1 Jun 2048 420 414.5 Quarterly Mar, Jun, Sep, Dec 
3.50%2 Jun 2030 250 285.5 Quarterly Mar, Jun, Sep, Dec 

Notes: 
1. Indexed Annuity Bond.  Annuity payments are made quarterly comprising both principal and interest

amounts.  Both the interest and principal payments are adjusted for movements in the Consumer Price 
Index (CPI).  There is no capital value repayment at maturity.

2. Capital Indexed Bond.  The capital value of the security is adjusted for movements in the CPI.  Interest is 
paid quarterly at a fixed rate on the adjusted capital value.  The adjusted capital value of the security is
repaid at maturity.

Table 4 – Commonwealth Loans 
Coupon1  Maturity Face Value 

$m 
Principal 

Outstanding2

$m 

Timing of Interest Payments3 

12.57% Jun 2023 19 3.3 Annual Jun 
4.50% Jun 2040 174 68.5 Annual Jun 
2.71% Jun 2024 1,000 1,000.0 Annual Jun 

Notes: 
1. The fixed interest rate used to calculate the annual interest payments.
2. Principal and interest is paid annually in arrears in accordance with established amortising loan schedules.
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Territory Banking Account 
Statement of Income and Expenses on Behalf of the Territory 

For the Year Ended 30 June 2017 

 

 
Note 
No. 

Actual 
2017 

$’000 

Original 
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Income     
Interest 4.1 114,331 100,659 115,832 
Distributions 4.2 8,635 4,527 14,632 
Gains on Investments 4.3 8,115 0 7,535 
Transfers from ACT Government Agencies 4.4 4,163,390 4,095,174 3,793,183 
Other Income 4.5 129,575 134,263 139,307 
Total Income  4,424,046 4,334,623 4,070,490 
     
Expenses      
Payments to ACT Government Agencies 5.1 4,354,716 4,696,240 4,457,547 
Interest Expenses 5.2 209,848 204,477 208,322 
Losses on Investments 5.3 8,060 0 2,240 
Investment Administration Expenses 5.4 790 668 829 
Other Expenses 5.5 123 90 443 
Total Expenses  4,573,537 4,901,475 4,669,380 
     
Operating Deficit  (149,492) (566,852) (598,891) 
     
Total Comprehensive Deficit  (149,492) (566,852) (598,891) 

 
 
The above Statement of Income and Expenses on Behalf of the Territory should be read in conjunction with the accompanying notes. 
 

Territory Banking Account 
Statement of Assets and Liabilities on Behalf of the Territory 

At 30 June 2017 
 

 
Note 
No. 

Actual 
2017 

$’000 

Original 
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Current Assets     
Cash 6.1 348,359 0 227,460 
Loans and Receivables 6.2 911,371 832,692 514,496 
Investments 6.3 1,144,223 496,345 1,141,603 
Total Current Assets  2,403,953 1,329,037 1,883,559 
     
Non Current Assets     
Loans and Receivables 6.2 1,262,417 1,382,897 1,584,598 
Investments 6.3 268,130 263,218 246,872 
Total Non Current Assets   1,530,547 1,646,115 1,831,470 
     
Total Assets  3,934,500 2,975,152 3,715,029 
     
Current Liabilities     
Payables 7.1 31,104 31,507 40,384 
Interest-Bearing Liabilities 7.2 1,534,054 983,246 884,349 
Total Current Liabilities  1,565,158 1,014,753 924,733 
     
Non-Current Liabilities     
Interest-Bearing Liabilities 7.2 4,109,496 4,229,459 4,710,220 
Total Non-Current Liabilities  4,109,496 4,229,459 4,710,220 
     
Total Liabilities  5,674,654 5,244,212 5,634,953 
     
Net Liabilities  (1,740,155) (2,269,060) (1,919,924) 
     
Equity     
Accumulated Deficits  (1,740,155) (2,269,060) (1,919,924) 
     
Total Equity  (1,740,155) (2,269,060) (1,919,924) 
     
 
The above Statement of Assets and Liabilities on Behalf of the Territory should be read in conjunction with the accompanying notes. 
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Territory Banking Account 
Statement of Income and Expenses on Behalf of the Territory 

For the Year Ended 30 June 2017 

 

 
Note 
No. 

Actual 
2017 

$’000 

Original 
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Income     
Interest 4.1 114,331 100,659 115,832 
Distributions 4.2 8,635 4,527 14,632 
Gains on Investments 4.3 8,115 0 7,535 
Transfers from ACT Government Agencies 4.4 4,163,390 4,095,174 3,793,183 
Other Income 4.5 129,575 134,263 139,307 
Total Income  4,424,046 4,334,623 4,070,490 
     
Expenses      
Payments to ACT Government Agencies 5.1 4,354,716 4,696,240 4,457,547 
Interest Expenses 5.2 209,848 204,477 208,322 
Losses on Investments 5.3 8,060 0 2,240 
Investment Administration Expenses 5.4 790 668 829 
Other Expenses 5.5 123 90 443 
Total Expenses  4,573,537 4,901,475 4,669,380 
     
Operating Deficit  (149,492) (566,852) (598,891) 
     
Total Comprehensive Deficit  (149,492) (566,852) (598,891) 

 
 
The above Statement of Income and Expenses on Behalf of the Territory should be read in conjunction with the accompanying notes. 
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Loans and Receivables 6.2 911,371 832,692 514,496 
Investments 6.3 1,144,223 496,345 1,141,603 
Total Current Assets  2,403,953 1,329,037 1,883,559 
     
Non Current Assets     
Loans and Receivables 6.2 1,262,417 1,382,897 1,584,598 
Investments 6.3 268,130 263,218 246,872 
Total Non Current Assets   1,530,547 1,646,115 1,831,470 
     
Total Assets  3,934,500 2,975,152 3,715,029 
     
Current Liabilities     
Payables 7.1 31,104 31,507 40,384 
Interest-Bearing Liabilities 7.2 1,534,054 983,246 884,349 
Total Current Liabilities  1,565,158 1,014,753 924,733 
     
Non-Current Liabilities     
Interest-Bearing Liabilities 7.2 4,109,496 4,229,459 4,710,220 
Total Non-Current Liabilities  4,109,496 4,229,459 4,710,220 
     
Total Liabilities  5,674,654 5,244,212 5,634,953 
     
Net Liabilities  (1,740,155) (2,269,060) (1,919,924) 
     
Equity     
Accumulated Deficits  (1,740,155) (2,269,060) (1,919,924) 
     
Total Equity  (1,740,155) (2,269,060) (1,919,924) 
     
 
The above Statement of Assets and Liabilities on Behalf of the Territory should be read in conjunction with the accompanying notes. 
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Territory Banking Account 
Statement of Changes in Equity on Behalf of the Territory 

For the Year Ended 30 June 2017 

 

 
Note 
No. 

Accumulated 
(Deficits) 

Actual 
2017 

$’000 

Total 
Equity 
Actual 

2017 
$’000 

Original 
Budget 

2017 
$’000 

     
Balance at 1 July 2016  (1,919,924) (1,919,924) (2,087,624) 
     
Comprehensive Income     
Operating (Deficit)  (149,492) (149,492) (566,852) 
Total Comprehensive (Deficit)  (2,069,416) (2,069,416) (2,654,476) 
     
   
Capital Distributions 8.1 329,261 329,261 385,416 
Total Transactions Involving Owners Affecting     
   Accumulated Deficits  329,261 329,261 385,416 
     
Balance at 30 June 2017  (1,740,155)   (1,740,155)   (2,269,060) 
     
     

  

Accumulated 
(Deficits) 

Actual 
2016 

$’000 

Total 
Equity 
Actual 

2016 
$’000  

     
Balance at 1 July 2015  (1,459,641) (1,459,641)  
     
Comprehensive Income     
Operating (Deficit)  (598,891) (598,891)  
Total Comprehensive (Deficit)  (2,058,532) (2,058,532)  
     
Transactions Involving Owners Affecting Accumulated Deficits   
Capital Distributions 8.1 138,604 138,604  
Total Transactions Involving Owners Affecting     
   Accumulated Deficits  138,604 138,604  
     
Balance at 30 June 2016  (1,919,924) (1,919,924)  

Territory Banking Account 
Cash Flow Statement on Behalf of the Territory 

For the Year Ended 30 June 2017 

 Note 
No. 

Actual 
2017 

$’000 

Original  
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Cash Flows from Operating Activities     
Receipts     
Interest Received  120,005 99,236 108,178 
Distributions Received  10,986 4,527 11,668 
Transfers from ACT Government Agencies  4,163,833 4,064,514 3,618,106 
Goods and Services Tax Input Tax Credits from the 
ATO  65 61 125 
Other Receipts  129,099 132,374 139,046 
Total Receipts from Operating Activities  4,423,988 4,300,712 3,877,122 
     
Payments     
Borrowing Costs  214,479 202,904 193,390 
Payments to General Government Agencies for 
   Outputs  2,919,225 2,968,012 2,906,938 
Payments to Public Trading Enterprise Agencies for 
   Outputs  55,660 55,592 54,854 
Payments to Agencies for Expenses on Behalf of the 
   Territory  543,886 607,561 511,687 
Goods and Services Tax paid to Suppliers  65 61 119 
Other Payments  123 91 550 
Total Payments from Operating Activities  3,733,438 3,834,221 3,667,538 
     
Net Cash Inflows from Operating Activities 9 690,550 466,491 209,584 
     
Cash Flows from Investing Activities     
Receipts     
Proceeds from Sale/Maturity of Investments  0 708,574 48,495 
Loan Repayments from Agencies  24,077 23,639 239,640 
Proceeds from ACT Government Agencies' Deposits  4,750 1,001 130,479 
Distributions from ACT Government Agencies  292,901 390,751 133,269 
Total Receipts from Investing Activities  321,728 1,123,965 551,883 
     
Payments     
Purchase of Investments  28,000 0 0 
Loans Provided to Agencies  69,404 132,919 247,696 
Capital Payments to ACT Government Agencies  835,945 1,065,057 984,068 
Repayment of ACT Government Agencies' Deposits  0 498,635 118,214 
Total Payments from Investing Activities  933,349 1,696,611 1,349,978 
     
Net Cash (Outflows) from Investing Activities  (611,621) (572,646) (798,095) 
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Territory Banking Account 
Statement of Changes in Equity on Behalf of the Territory 

For the Year Ended 30 June 2017 

 

 
Note 
No. 

Accumulated 
(Deficits) 

Actual 
2017 

$’000 

Total 
Equity 
Actual 

2017 
$’000 

Original 
Budget 

2017 
$’000 

     
Balance at 1 July 2016  (1,919,924) (1,919,924) (2,087,624) 
     
Comprehensive Income     
Operating (Deficit)  (149,492) (149,492) (566,852) 
Total Comprehensive (Deficit)  (2,069,416) (2,069,416) (2,654,476) 
     
   
Capital Distributions 8.1 329,261 329,261 385,416 
Total Transactions Involving Owners Affecting     
   Accumulated Deficits  329,261 329,261 385,416 
     
Balance at 30 June 2017  (1,740,155)   (1,740,155)   (2,269,060) 
     
     

  

Accumulated 
(Deficits) 

Actual 
2016 

$’000 

Total 
Equity 
Actual 

2016 
$’000  

     
Balance at 1 July 2015  (1,459,641) (1,459,641)  
     
Comprehensive Income     
Operating (Deficit)  (598,891) (598,891)  
Total Comprehensive (Deficit)  (2,058,532) (2,058,532)  
     
Transactions Involving Owners Affecting Accumulated Deficits   
Capital Distributions 8.1 138,604 138,604  
Total Transactions Involving Owners Affecting     
   Accumulated Deficits  138,604 138,604  
     
Balance at 30 June 2016  (1,919,924) (1,919,924)  

Territory Banking Account 
Cash Flow Statement on Behalf of the Territory 

For the Year Ended 30 June 2017 

 Note 
No. 

Actual 
2017 

$’000 

Original  
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Cash Flows from Operating Activities     
Receipts     
Interest Received  120,005 99,236 108,178 
Distributions Received  10,986 4,527 11,668 
Transfers from ACT Government Agencies  4,163,833 4,064,514 3,618,106 
Goods and Services Tax Input Tax Credits from the 
ATO  65 61 125 
Other Receipts  129,099 132,374 139,046 
Total Receipts from Operating Activities  4,423,988 4,300,712 3,877,122 
     
Payments     
Borrowing Costs  214,479 202,904 193,390 
Payments to General Government Agencies for 
   Outputs  2,919,225 2,968,012 2,906,938 
Payments to Public Trading Enterprise Agencies for 
   Outputs  55,660 55,592 54,854 
Payments to Agencies for Expenses on Behalf of the 
   Territory  543,886 607,561 511,687 
Goods and Services Tax paid to Suppliers  65 61 119 
Other Payments  123 91 550 
Total Payments from Operating Activities  3,733,438 3,834,221 3,667,538 
     
Net Cash Inflows from Operating Activities 9 690,550 466,491 209,584 
     
Cash Flows from Investing Activities     
Receipts     
Proceeds from Sale/Maturity of Investments  0 708,574 48,495 
Loan Repayments from Agencies  24,077 23,639 239,640 
Proceeds from ACT Government Agencies' Deposits  4,750 1,001 130,479 
Distributions from ACT Government Agencies  292,901 390,751 133,269 
Total Receipts from Investing Activities  321,728 1,123,965 551,883 
     
Payments     
Purchase of Investments  28,000 0 0 
Loans Provided to Agencies  69,404 132,919 247,696 
Capital Payments to ACT Government Agencies  835,945 1,065,057 984,068 
Repayment of ACT Government Agencies' Deposits  0 498,635 118,214 
Total Payments from Investing Activities  933,349 1,696,611 1,349,978 
     
Net Cash (Outflows) from Investing Activities  (611,621) (572,646) (798,095) 
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Territory Banking Account 
Cash Flow Statement on Behalf of the Territory (Continued) 

For the Year Ended 30 June 2017 
 

 
 
Cash Flows from Financing Activities 

Note 
No. 

Actual 
2017 

$’000 

Original 
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Receipts     
Proceeds from Borrowings  45,824 110,008 585,351 
Total Receipts from Financing Activities  45,824 110,008 585,351 
     
Payments     
Repayment of Borrowings  3,853 3,853 3,711 
Total Payments from Financing Activities  3,853 3,853 3,711 
     
Net Cash Inflows from Financing Activities  41,971 106,155 581,640 
     
Net Increase/(Decrease) in Cash  120,899 0 (6,871) 
Cash at Beginning of Reporting Period  227,460 0 234,331 
     
Cash at End of Reporting Period 6.1 348,359 0 227,460 
     
     
The above Cash Flow Statement on Behalf of the Territory should be read in conjunction with the accompanying notes.     

 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
 
Note 1 Objectives of the Territory Banking Account 
 
Note 2 Significant Accounting Policies 
      Appendix A – Basis of Preparation of the Financial Statements 

 

     Appendix B – Significant Accounting Policies 
     Appendix C – Impact of Accounting Standards Issued But Yet to Be Applied 
 

Note 3 Change in Accounting Policy and Accounting Estimates 
      Appendix D – Change in Accounting Policy and Accounting Estimates
  
 Income 
Note 4 Income Administered on Behalf of the Territory 
   
 Expense Notes  
Note 5 Expenses Administered on Behalf of the Territory 

 
 
Asset Notes  

Note 6 Assets Administered on Behalf of the Territory  

 
 
Liabilities Notes  

Note 7 Liabilities Administered on Behalf of the Territory 
   
 Other Notes  
Note 8 Equity 
  
Note 9 Cash Flow Reconciliation 
  
Note 10 Financial Instruments 
  
Note 11 Auditor’s Remuneration 
   
Note 12  Related Party Disclosure 
 
Note 13 Budgetary Reporting  
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For the Year Ended 30 June 2017 
 

 
 
Cash Flows from Financing Activities 

Note 
No. 

Actual 
2017 

$’000 

Original 
Budget 

2017 
$’000 

Actual 
2016 

$’000 
Receipts     
Proceeds from Borrowings  45,824 110,008 585,351 
Total Receipts from Financing Activities  45,824 110,008 585,351 
     
Payments     
Repayment of Borrowings  3,853 3,853 3,711 
Total Payments from Financing Activities  3,853 3,853 3,711 
     
Net Cash Inflows from Financing Activities  41,971 106,155 581,640 
     
Net Increase/(Decrease) in Cash  120,899 0 (6,871) 
Cash at Beginning of Reporting Period  227,460 0 234,331 
     
Cash at End of Reporting Period 6.1 348,359 0 227,460 
     
     
The above Cash Flow Statement on Behalf of the Territory should be read in conjunction with the accompanying notes.     

 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
 
Note 1 Objectives of the Territory Banking Account 
 
Note 2 Significant Accounting Policies 
      Appendix A – Basis of Preparation of the Financial Statements 

 

     Appendix B – Significant Accounting Policies 
     Appendix C – Impact of Accounting Standards Issued But Yet to Be Applied 
 

Note 3 Change in Accounting Policy and Accounting Estimates 
      Appendix D – Change in Accounting Policy and Accounting Estimates
  
 Income 
Note 4 Income Administered on Behalf of the Territory 
   
 Expense Notes  
Note 5 Expenses Administered on Behalf of the Territory 

 
 
Asset Notes  

Note 6 Assets Administered on Behalf of the Territory  

 
 
Liabilities Notes  

Note 7 Liabilities Administered on Behalf of the Territory 
   
 Other Notes  
Note 8 Equity 
  
Note 9 Cash Flow Reconciliation 
  
Note 10 Financial Instruments 
  
Note 11 Auditor’s Remuneration 
   
Note 12  Related Party Disclosure 
 
Note 13 Budgetary Reporting  
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 1  OBJECTIVES OF THE TERRITORY BANKING ACCOUNT 
 
Operations and Principal Activities 
 
The Territory Banking Account is established to recognise and manage the general government’s investment 
assets and debt liabilities.  Revenues on behalf of the Territory are transferred to the Territory Banking Account 
and fortnightly appropriation disbursements are made to agencies from the Territory Banking Account. 
 
The Chief Minister, Treasury and Economic Development Directorate, through the financial operations of the 
Territory Banking Account, provides services to the Government including financial asset and liability 
management through the establishment of investment and borrowing policies and objectives, and the 
coordination and implementation of cash management, investment and borrowing activities. 
 
A key objective of the Chief Minister, Treasury and Economic Development Directorate, as reported and 
accounted for through the Territory Banking Account, is to effectively manage capital market functions by 
maximising the return on investments within relevant risk tolerances, the achievement of competitive borrowing 
rates commensurate to the Territory’s credit rating, the development of effective financial risk management 
strategies and administration of the Territory Banking Account, the public account of the Territory. 
 
The salary and administrative costs for the management of the Territory Banking Account are met by the Chief 
Minister, Treasury and Economic Development Directorate. 
 
 
NOTE 2  SIGNIFICANT ACCOUNTING POLICIES 
 
Refer to the following appendices for the notes comprising significant accounting policies and other explanatory 
information: 
 

(i) Appendix A  -  Basis of Preparation of the Financial Statements; 
 

(ii) Appendix B  -  Significant Accounting Policies; and 
 

(iii) Appendix C  -  Impact of Accounting Standards Issued But Yet to Be Applied. 
 
 
NOTE 3  CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 
 
Refer to Appendix D - Change in Accounting Policy, Accounting Estimates. 
 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY 
 
4.1 Interest 
     
4.1.1 Interest from Investments 

   
2017 

$’000 
2016 

$’000 
On Investments Directly Held1  28,585 28,629 
On Investments Indirectly Held  0 1 
Cash at Bank2  10,771 13,670 
Total Interest from Investments  39,356 42,300 
 
1 Investments directly held represent assets directly owned and held through a discretely managed fund. 
2 Represents interest for ACT Government agencies transactional bank account balances, including the Territory 
Banking Account, from Westpac Banking Corporation.  The decrease in 2016-17 is due to a lower average interest 
rate applying to the balances held in transactional banking accounts during the year. 
 
4.1.2 Interest from Loans and Advances 
     
ACTION  300 343 
Chief Minister, Treasury  and Economic Development Directorate 1,241 1,524 
Icon Water Limited3  73,434 70,846 
University of Canberra4  0 820 
Total Interest from Loans and Advances  74,975 73,533 
 
3 The increase in 2016-17 from 2015-16 is mainly due to a higher average balance of outstanding loans over the 
year. 
4 The decrease in 2016-17 from 2015-16 is due to the full repayment of loans. 
 

Total Interest  114,331 115,832 
 
4.2 Distributions 
     
On Investments Indirectly Held  8,635 14,632 
Total Distributions5  8,635 14,632 
 
5 The amount of distribution revenue received in any financial year is determined by a number of factors 
including the levels of investment held in unit trusts and the level of distributable income available for the 
period.  The decrease in 2016-17 reflects lower investment returns impacting the amount of distribution earned. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 1  OBJECTIVES OF THE TERRITORY BANKING ACCOUNT 
 
Operations and Principal Activities 
 
The Territory Banking Account is established to recognise and manage the general government’s investment 
assets and debt liabilities.  Revenues on behalf of the Territory are transferred to the Territory Banking Account 
and fortnightly appropriation disbursements are made to agencies from the Territory Banking Account. 
 
The Chief Minister, Treasury and Economic Development Directorate, through the financial operations of the 
Territory Banking Account, provides services to the Government including financial asset and liability 
management through the establishment of investment and borrowing policies and objectives, and the 
coordination and implementation of cash management, investment and borrowing activities. 
 
A key objective of the Chief Minister, Treasury and Economic Development Directorate, as reported and 
accounted for through the Territory Banking Account, is to effectively manage capital market functions by 
maximising the return on investments within relevant risk tolerances, the achievement of competitive borrowing 
rates commensurate to the Territory’s credit rating, the development of effective financial risk management 
strategies and administration of the Territory Banking Account, the public account of the Territory. 
 
The salary and administrative costs for the management of the Territory Banking Account are met by the Chief 
Minister, Treasury and Economic Development Directorate. 
 
 
NOTE 2  SIGNIFICANT ACCOUNTING POLICIES 
 
Refer to the following appendices for the notes comprising significant accounting policies and other explanatory 
information: 
 

(i) Appendix A  -  Basis of Preparation of the Financial Statements; 
 

(ii) Appendix B  -  Significant Accounting Policies; and 
 

(iii) Appendix C  -  Impact of Accounting Standards Issued But Yet to Be Applied. 
 
 
NOTE 3  CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 
 
Refer to Appendix D - Change in Accounting Policy, Accounting Estimates. 
 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY 
 
4.1 Interest 
     
4.1.1 Interest from Investments 

   
2017 

$’000 
2016 

$’000 
On Investments Directly Held1  28,585 28,629 
On Investments Indirectly Held  0 1 
Cash at Bank2  10,771 13,670 
Total Interest from Investments  39,356 42,300 
 
1 Investments directly held represent assets directly owned and held through a discretely managed fund. 
2 Represents interest for ACT Government agencies transactional bank account balances, including the Territory 
Banking Account, from Westpac Banking Corporation.  The decrease in 2016-17 is due to a lower average interest 
rate applying to the balances held in transactional banking accounts during the year. 
 
4.1.2 Interest from Loans and Advances 
     
ACTION  300 343 
Chief Minister, Treasury  and Economic Development Directorate 1,241 1,524 
Icon Water Limited3  73,434 70,846 
University of Canberra4  0 820 
Total Interest from Loans and Advances  74,975 73,533 
 
3 The increase in 2016-17 from 2015-16 is mainly due to a higher average balance of outstanding loans over the 
year. 
4 The decrease in 2016-17 from 2015-16 is due to the full repayment of loans. 
 

Total Interest  114,331 115,832 
 
4.2 Distributions 
     
On Investments Indirectly Held  8,635 14,632 
Total Distributions5  8,635 14,632 
 
5 The amount of distribution revenue received in any financial year is determined by a number of factors 
including the levels of investment held in unit trusts and the level of distributable income available for the 
period.  The decrease in 2016-17 reflects lower investment returns impacting the amount of distribution earned. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
4.3 Gains on Investments at Fair Value through Profit or Loss 
 
4.3.1 Realised Gains 

   
2017 

$’000 
2016 

$’000 
On Investments Directly Held  3,532 4,499 
Total Realised Gains6  3,532 4,499 
 
6 For investments directly held, the variance in realised gains from year to year reflects the trading activity 
(purchase and sale of securities) of the investment managers and the underlying asset class market returns 
achieved over the financial year. 
 
4.3.2 Unrealised Gains 
     
On Investments Directly Held  4,584 0 
On Investments Indirectly Held  0 3,036 
Total Unrealised Gains7  4,584 3,036 
 
7 The variance in unrealised gains from year to year for investments directly held reflects the trading activity 
(purchase and sale of securities) of the investment managers and the underlying asset class market returns 
achieved over the financial year.  Gains on investments indirectly held reflects underlying asset class returns and 
distributions paid from the relevant unit trust.  Refer also to Note 5.3. 
 
Total Gains on Investments at    

   Fair Value through Profit or Loss  8,115 7,535 
 
4.4 Transfers from ACT Government Agencies 
     
ACT Gambling and Racing Commission  53,111 53,369 
Chief Minister, Treasury and Economic Development Directorate 3,968,981 3,551,632 
Environment, Planning and Sustainable Development Directorate 141,574 19,939 
Health Directorate  1,269 1,587 
Justice and Community Safety Directorate  9,907 9,169 
Transport Canberra and City Services Directorate  (11,452) 157,488 
Total Transfers from ACT Government Agencies8  4,163,390 3,793,183 
 
8 Transfer revenue represents the revenues collected by agencies on behalf of the Territory and then transferred 
to the Territory Banking Account.  This revenue includes taxes, fees, fines and Commonwealth funding.  
Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency.   
 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
4.5 Other Income 
 
4.5.1 Employer Superannuation Contributions 

   
2017 

$’000 
2016 

$’000 
Employer Superannuation Contributions  127,973 137,640 
Total Employer Superannuation Contributions9  127,973 137,640 
 
9 Employer Superannuation Contributions represent employer contributions made by ACT Government agencies 
for employees with membership of the Commonwealth Superannuation Scheme and the Public Sector 
Superannuation Scheme, as well as notional employer and employee contributions in respect of the Members 
of the Legislative Assembly separate defined benefit scheme.   
 
4.5.2 Investment Fee Rebates 
     
On Investments Indirectly Held (Designated)  475 369 
Total Investment Fee Rebates10  475 369 
 
10 Represents investment management fee rebates received from the fixed income unit trust in accordance with 
the terms of the investment management agreement. 
 
4.5.3 Other 
     
Other Revenue  1,126 1,298 
Total Other11  1,126 1,298 
 
11 Includes money declared unclaimed in accordance with section 53A of the Financial Management Act 1996 
and unclaimed money revenue from the Public Trustee and Guardian. 
 
Total Other Income  129,575 139,307 
    
Total Income  4,424,046 4,070,490 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
4.3 Gains on Investments at Fair Value through Profit or Loss 
 
4.3.1 Realised Gains 

   
2017 

$’000 
2016 

$’000 
On Investments Directly Held  3,532 4,499 
Total Realised Gains6  3,532 4,499 
 
6 For investments directly held, the variance in realised gains from year to year reflects the trading activity 
(purchase and sale of securities) of the investment managers and the underlying asset class market returns 
achieved over the financial year. 
 
4.3.2 Unrealised Gains 
     
On Investments Directly Held  4,584 0 
On Investments Indirectly Held  0 3,036 
Total Unrealised Gains7  4,584 3,036 
 
7 The variance in unrealised gains from year to year for investments directly held reflects the trading activity 
(purchase and sale of securities) of the investment managers and the underlying asset class market returns 
achieved over the financial year.  Gains on investments indirectly held reflects underlying asset class returns and 
distributions paid from the relevant unit trust.  Refer also to Note 5.3. 
 
Total Gains on Investments at    

   Fair Value through Profit or Loss  8,115 7,535 
 
4.4 Transfers from ACT Government Agencies 
     
ACT Gambling and Racing Commission  53,111 53,369 
Chief Minister, Treasury and Economic Development Directorate 3,968,981 3,551,632 
Environment, Planning and Sustainable Development Directorate 141,574 19,939 
Health Directorate  1,269 1,587 
Justice and Community Safety Directorate  9,907 9,169 
Transport Canberra and City Services Directorate  (11,452) 157,488 
Total Transfers from ACT Government Agencies8  4,163,390 3,793,183 
 
8 Transfer revenue represents the revenues collected by agencies on behalf of the Territory and then transferred 
to the Territory Banking Account.  This revenue includes taxes, fees, fines and Commonwealth funding.  
Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency.   
 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 4  INCOME ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
4.5 Other Income 
 
4.5.1 Employer Superannuation Contributions 

   
2017 

$’000 
2016 

$’000 
Employer Superannuation Contributions  127,973 137,640 
Total Employer Superannuation Contributions9  127,973 137,640 
 
9 Employer Superannuation Contributions represent employer contributions made by ACT Government agencies 
for employees with membership of the Commonwealth Superannuation Scheme and the Public Sector 
Superannuation Scheme, as well as notional employer and employee contributions in respect of the Members 
of the Legislative Assembly separate defined benefit scheme.   
 
4.5.2 Investment Fee Rebates 
     
On Investments Indirectly Held (Designated)  475 369 
Total Investment Fee Rebates10  475 369 
 
10 Represents investment management fee rebates received from the fixed income unit trust in accordance with 
the terms of the investment management agreement. 
 
4.5.3 Other 
     
Other Revenue  1,126 1,298 
Total Other11  1,126 1,298 
 
11 Includes money declared unclaimed in accordance with section 53A of the Financial Management Act 1996 
and unclaimed money revenue from the Public Trustee and Guardian. 
 
Total Other Income  129,575 139,307 
    
Total Income  4,424,046 4,070,490 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY 
 
5.1 Payments to ACT Government Agencies 
 
5.1.1 Controlled Recurrent Payments 

   
2017 

$’000 
2016 

$’000 
Auditor-General  2,857 2,759 
ACT Gambling and Racing Commission  4,853 4,726 
ACT Local Hospital Network  629,964 601,790 
Canberra Institute of Technology  69,619 69,157 
Capital Metro Agency  0 7,525 
Chief Minister, Treasury and Economic Development Directorate 323,202 410,779 
Community Services Directorate  276,558 251,972 
Cultural Facilities Corporation  8,606 8,378 
Education Directorate  628,063 626,616 
Electoral Commissioner  7,007 2,872 
Environment, Planning and Sustainable Development Directorate 100,662 49,842 
Health Directorate  290,692 272,366 
Housing ACT  43,973 43,453 
Icon Water Limited  11,687 11,401 
Independent Competition and Regulatory Commission  0 260 
Justice and Community Safety Directorate  253,406 249,458 
Legal Aid Commission (ACT)  13,478 10,446 
Office of the Legislative Assembly  8,649 8,221 
Public Trustee and Guardian  2,146 1,120 
Transport Canberra and City Services Directorate  299,463 328,651 
Total Controlled Recurrent Payments12  2,974,885 2,961,792 
 
 
5.1.2 Payments for Expenses on Behalf of the Territory 
     
ACT Executive  10,478 9,120 
Chief Minister, Treasury and Economic Development Directorate 74,607 71,191 
Education Directorate  272,646 260,174 
Environment, Planning and Sustainable Development Directorate 1,671 1,989 
Health Directorate  6,290 1,213 
Justice and Community Safety Directorate  170,069 161,542 
Office of the Legislative Assembly  8,125 6,458 
Total Payments for Expenses on Behalf of the Territory12  543,886 511,687 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
5.1.3 Capital Injections 

   
2017 

$’000 
2016 

$’000 
Canberra Institute of Technology  4,742 9,397 
Capital Metro Agency  0 13,163 
Chief Minister, Treasury and Economic Development Directorate 251,151 351,979 
Community Services Directorate  3,172 1,512 
Cultural Facilities Corporation  2,184 3,377 
Education Directorate  25,970 48,315 
Electoral Commissioner  64 331 
Environment, Planning and Sustainable Development Directorate 68,668 7,768 
Health Directorate  146,213 138,299 
Housing ACT  7,934 13,975 
Justice and Community Safety Directorate  30,226 49,599 
Office of the Legislative Assembly  1,293 6,884 
Superannuation Provision Account  155,525 211,146 
Transport Canberra and City Services Directorate  138,803 128,324 
Total Capital Injections12  835,945 984,068 
 

Total Payments for Expenses to ACT Government Agencies12 4,354,716 4,457,547 
 
12 Controlled Recurrent Payments, Payments for Expenses on Behalf of the Territory and Capital Injections are 
the transfer of appropriated monies to ACT Government agencies from the Territory Banking Account.  
Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency. 
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NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY 
 
5.1 Payments to ACT Government Agencies 
 
5.1.1 Controlled Recurrent Payments 

   
2017 

$’000 
2016 

$’000 
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Independent Competition and Regulatory Commission  0 260 
Justice and Community Safety Directorate  253,406 249,458 
Legal Aid Commission (ACT)  13,478 10,446 
Office of the Legislative Assembly  8,649 8,221 
Public Trustee and Guardian  2,146 1,120 
Transport Canberra and City Services Directorate  299,463 328,651 
Total Controlled Recurrent Payments12  2,974,885 2,961,792 
 
 
5.1.2 Payments for Expenses on Behalf of the Territory 
     
ACT Executive  10,478 9,120 
Chief Minister, Treasury and Economic Development Directorate 74,607 71,191 
Education Directorate  272,646 260,174 
Environment, Planning and Sustainable Development Directorate 1,671 1,989 
Health Directorate  6,290 1,213 
Justice and Community Safety Directorate  170,069 161,542 
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Total Payments for Expenses on Behalf of the Territory12  543,886 511,687 
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NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
5.1.3 Capital Injections 
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$’000 
Canberra Institute of Technology  4,742 9,397 
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Electoral Commissioner  64 331 
Environment, Planning and Sustainable Development Directorate 68,668 7,768 
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Housing ACT  7,934 13,975 
Justice and Community Safety Directorate  30,226 49,599 
Office of the Legislative Assembly  1,293 6,884 
Superannuation Provision Account  155,525 211,146 
Transport Canberra and City Services Directorate  138,803 128,324 
Total Capital Injections12  835,945 984,068 
 

Total Payments for Expenses to ACT Government Agencies12 4,354,716 4,457,547 
 
12 Controlled Recurrent Payments, Payments for Expenses on Behalf of the Territory and Capital Injections are 
the transfer of appropriated monies to ACT Government agencies from the Territory Banking Account.  
Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
5.2 Interest Expense 

   
2017 

$’000 
2016 

$’000 
Promissory Notes13  34 4,634 
Inflation-Linked Bonds14  39,190 38,373 
Fixed Rate Nominal Bonds15  112,607 100,095 
ACT Government Agencies Investment Returns16  27,223 34,503 
Commonwealth Loan17  30,794 30,717 
Total Interest Expenses  209,848 208,322 
 
13 The lower borrowing cost in 2016-17 is due to the limited use of this funding facility during the year. 
14 The higher borrowing cost in 2016-17 is mainly due to higher levels of loans outstanding over the year ended 
30 June 2017. 
15 The higher borrowing cost in 2016-17 is due to a higher average amount of borrowings outstanding over the 
year compared to the previous year. 
16 The lower payments in 2016-17 mainly reflects lower investment returns and different agency investment 
deposit balances compared with 2015-16. 
17 The actual outcome in 2016-17 is in accordance with the payment schedule. 
 
5.3 Losses on Investments at Fair Value through Profit or Loss 
     
On Investments Directly Held (Designated)  0 2,240 
On Investments Indirectly Held (Designated)  8,060 0 
Total Losses on Investments at FVTPL18  8,060 2,240 
 
18 For investments directly held, the variance in losses from year to year reflects the trading activity (purchase 
and sale of securities) of the investment managers and the underlying asset class market returns achieved over 
the financial year.  Losses on investments indirectly held reflect underlying asset class returns and distributions 
paid from the relevant unit trust.  Refer also to Note 4.3.2. 
 
5.4 Investment Administration Expenses 
     
Investment Management Services  643 676 
Master Custody Investment Administration  147 152 
Total Investment Administration Expenses19  790 829 
 
19 Investment Manager Fees are fees paid to fund managers for the management of the Territory Banking 
Account Investment assets.  Master Custody Fees are fees paid to a master custodian for holding assets and 
maintaining the portfolio and accounting records. 
 
5.5 Other Expenses 
     
Other Expenses  123 443 
Total Other Expenses20  123 443 
 
20 No debt issuance dealer fees were required to be paid in 2016-17 compared with the previous year because 
no new term borrowings were required in 2016-17. 
 
Total Expenses  4,573,537 4,669,380 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY 
 
6.1 Cash 

   
2017 

$’000 
2016 

$’000 
Cash Held at Bank  348,359 227,460 
Total Cash21  348,359 227,460 
 

21 Actual result reflects operational and liquidity needs as well as timing of end-of-year cash flow transactions. 
 
6.2 Loans and Receivables 
6.2.1 Current – Transfer Revenues and Distributions Receivable from ACT Government Agencies 
     
ACT Gambling and Racing Commission  3,837 5,191 
Chief Minister, Treasury and Economic Development Directorate 382,135 368,745 
Environment, Planning and Sustainable Development Directorate 60,037 3,883 
Justice and Community Safety Directorate  3,222 2,937 
Land Development Agency  39,505 14,193 
Transport Canberra and City Services Directorate  1,622 59,491 
Total Current Transfers Revenue Receivable22  490,358 454,440 
 

22 Variations are driven by agency activity in relation to revenue collected by agencies referred to in Note 4.4 
and are explained in the 2016-17 financial statements of agencies. 
 
6.2.2 Current – Loan Interest Receivable from ACT Government Agencies 
     
Icon Water Limited  5,410 4,922 
Total Current Loan Interest Receivable  5,410 4,922 
 

 
6.2.3 Current – Investment Interest Receivable 
     
Cash Enhanced, Fixed Income and Diversified Funds23  19,271 31,476 
Total Current Investment Interest Receivable  19,271 31,476 
 

23 The decrease from the previous year reflects lower income available for distribution at the end of the period.  
The level of distribution for funds will vary from period to period. 
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NOTE 5  EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
5.2 Interest Expense 

   
2017 

$’000 
2016 

$’000 
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18 For investments directly held, the variance in losses from year to year reflects the trading activity (purchase 
and sale of securities) of the investment managers and the underlying asset class market returns achieved over 
the financial year.  Losses on investments indirectly held reflect underlying asset class returns and distributions 
paid from the relevant unit trust.  Refer also to Note 4.3.2. 
 
5.4 Investment Administration Expenses 
     
Investment Management Services  643 676 
Master Custody Investment Administration  147 152 
Total Investment Administration Expenses19  790 829 
 
19 Investment Manager Fees are fees paid to fund managers for the management of the Territory Banking 
Account Investment assets.  Master Custody Fees are fees paid to a master custodian for holding assets and 
maintaining the portfolio and accounting records. 
 
5.5 Other Expenses 
     
Other Expenses  123 443 
Total Other Expenses20  123 443 
 
20 No debt issuance dealer fees were required to be paid in 2016-17 compared with the previous year because 
no new term borrowings were required in 2016-17. 
 
Total Expenses  4,573,537 4,669,380 
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Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY 
 
6.1 Cash 

   
2017 

$’000 
2016 

$’000 
Cash Held at Bank  348,359 227,460 
Total Cash21  348,359 227,460 
 

21 Actual result reflects operational and liquidity needs as well as timing of end-of-year cash flow transactions. 
 
6.2 Loans and Receivables 
6.2.1 Current – Transfer Revenues and Distributions Receivable from ACT Government Agencies 
     
ACT Gambling and Racing Commission  3,837 5,191 
Chief Minister, Treasury and Economic Development Directorate 382,135 368,745 
Environment, Planning and Sustainable Development Directorate 60,037 3,883 
Justice and Community Safety Directorate  3,222 2,937 
Land Development Agency  39,505 14,193 
Transport Canberra and City Services Directorate  1,622 59,491 
Total Current Transfers Revenue Receivable22  490,358 454,440 
 

22 Variations are driven by agency activity in relation to revenue collected by agencies referred to in Note 4.4 
and are explained in the 2016-17 financial statements of agencies. 
 
6.2.2 Current – Loan Interest Receivable from ACT Government Agencies 
     
Icon Water Limited  5,410 4,922 
Total Current Loan Interest Receivable  5,410 4,922 
 

 
6.2.3 Current – Investment Interest Receivable 
     
Cash Enhanced, Fixed Income and Diversified Funds23  19,271 31,476 
Total Current Investment Interest Receivable  19,271 31,476 
 

23 The decrease from the previous year reflects lower income available for distribution at the end of the period.  
The level of distribution for funds will vary from period to period. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.2.4 Current – Loans Receivable from ACT Government Agencies 

   
2017 

$’000 
2016 

$’000 
ACTION  341 341 
Chief Minister, Treasury and Economic Development Directorate24 2,500 51 
Icon Water Limited25, 26 393,488 23,261 
Total Current Loans Receivable  396,329 23,653 
 

24 Comprises repayable capital injection loans from Chief Minister, Treasury and Economic Development 
Directorate that were provided for the purpose of the provision of loan funding to Community Housing Canberra 
Limited and for the former Exhibition Park Corporation.  The increase in 2016-17 for the current year reflects 
the commencement of annual principal repayments for the Community Housing Canberra Limited loan 
($2.5 million).  The $0.51 million receivable at 30 June 2016 is no longer a current receivable (and is included in 
the non-current receivable balance) as the terms and conditions of the loan for the former Exhibition Park 
Corporation were amended resulting in loan repayments now commencing from 1 October 2018. 
25 Increase from 2015-16 reflects a new loan ($70 million) for Icon Water Limited that was provided via a short 
term promissory note issue in the year and a maturing fixed rate loan to be repaid in June 2018 ($300 million). 
 
6.2.5 Current – Other Receivable 
     
Australian Taxation Office (Goods and Services Tax)  2 5 
Total Current Other Receivable  2 5 
    
Total Current Loans and Receivables  911,371 514,496 
 
 
6.2.6 Non-Current – Loans Receivable from ACT Government Agencies 
     
ACTION  1,705 2,045 
Chief Minister, Treasury and Economic Development Directorate24 67,112 69,561 
Icon Water Limited25, 26  1,193,600 1,512,922 
Total Non-Current Loans Receivable  1,262,417 1,584,598 
 
26 Loans to Icon Water Limited comprise promissory notes, fixed rate nominal bonds and inflation-linked bonds.  
Details of Territory external borrowings from which these loans are financed are disclosed in the Territory 
Banking Account Management Discussion and Analysis. 
 
 
Total Loans and Receivables27  2,173,787 2,099,094 
 
27 The Territory Banking Account does not hold any collateral for these financial instruments.  The risk of the 
loans and interest not being received is considered low as the loans are with ACT Government related agencies. 
 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.3 Investments 
 
(a) Investment Summary 
The following provides the investment summary of the Territory Banking Account as at the balance date.  The 
investment summary comprise a group of financial assets (including restricted cash) and financial liabilities that 
is risk managed, and its performance is evaluated on a net basis in accordance with the Territory Banking 
Account’s investment strategy.  All investments are designated at Fair Value through Profit and Loss.  Derivatives 
are held-for-trading. 

Investment Summary28  
2017 

$’000 
2016 

$’000 
Financial Assets at Fair Value:    
 Discount Securities  215,266 243,172 
 Fixed Income Securities  1,116,903 1,115,000 
 Unit Trust  28,073 0 
 Derivatives  289 0 
Financial Liabilities at Fair Value    
 Derivatives  163 932 
   1,360,368 1,357,240 
Other Financial Instruments at Balance Date    
 Cash, Receivables and Other Assets  80,640 56,646 
 Payables   28,653 25,412 
  51,987 31,234 
    
Net Financial Investments  1,412,353 1,388,475 
 
28 The investment assets held by the Territory Banking Account are invested for the purpose of maximising 
interest earned within established risk and return tolerances of the Territory by contracted external professional 
investment managers. 
 
The following tables provide more details in relation to investments held at balance date. 
 
(b) Directly/Indirectly Held Financial Investments Breakdown 
Breakdown of Territory Banking Account’s directly/indirectly held investments. 
 
Financial Assets at Fair Value     
Investments Directly Held   1,144,223 1,140,602 
Investments Indirectly Held  268,130 247,872 
Total Financial Investment Assets at Fair Value  1,412,353 1,388,475 
 
(i) Directly Held Asset Class Financial Investments Breakdown 
Breakdown, by asset class, of the Territory Banking Account’s directly held investments. 
 
Asset Class – Investments Directly Held     
Cash Enhanced Fund29  1,144,223 1,140,602 
Total Investments Directly Held  1,144,223 1,140,602 
 
29 For the year ended 30 June 2017, the net investment return was 3.18% (2015-16: 2.51%). 
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NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.2.4 Current – Loans Receivable from ACT Government Agencies 

   
2017 

$’000 
2016 

$’000 
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Details of Territory external borrowings from which these loans are financed are disclosed in the Territory 
Banking Account Management Discussion and Analysis. 
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27 The Territory Banking Account does not hold any collateral for these financial instruments.  The risk of the 
loans and interest not being received is considered low as the loans are with ACT Government related agencies. 
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NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.3 Investments 
 
(a) Investment Summary 
The following provides the investment summary of the Territory Banking Account as at the balance date.  The 
investment summary comprise a group of financial assets (including restricted cash) and financial liabilities that 
is risk managed, and its performance is evaluated on a net basis in accordance with the Territory Banking 
Account’s investment strategy.  All investments are designated at Fair Value through Profit and Loss.  Derivatives 
are held-for-trading. 

Investment Summary28  
2017 

$’000 
2016 

$’000 
Financial Assets at Fair Value:    
 Discount Securities  215,266 243,172 
 Fixed Income Securities  1,116,903 1,115,000 
 Unit Trust  28,073 0 
 Derivatives  289 0 
Financial Liabilities at Fair Value    
 Derivatives  163 932 
   1,360,368 1,357,240 
Other Financial Instruments at Balance Date    
 Cash, Receivables and Other Assets  80,640 56,646 
 Payables   28,653 25,412 
  51,987 31,234 
    
Net Financial Investments  1,412,353 1,388,475 
 
28 The investment assets held by the Territory Banking Account are invested for the purpose of maximising 
interest earned within established risk and return tolerances of the Territory by contracted external professional 
investment managers. 
 
The following tables provide more details in relation to investments held at balance date. 
 
(b) Directly/Indirectly Held Financial Investments Breakdown 
Breakdown of Territory Banking Account’s directly/indirectly held investments. 
 
Financial Assets at Fair Value     
Investments Directly Held   1,144,223 1,140,602 
Investments Indirectly Held  268,130 247,872 
Total Financial Investment Assets at Fair Value  1,412,353 1,388,475 
 
(i) Directly Held Asset Class Financial Investments Breakdown 
Breakdown, by asset class, of the Territory Banking Account’s directly held investments. 
 
Asset Class – Investments Directly Held     
Cash Enhanced Fund29  1,144,223 1,140,602 
Total Investments Directly Held  1,144,223 1,140,602 
 
29 For the year ended 30 June 2017, the net investment return was 3.18% (2015-16: 2.51%). 
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For the Year Ended 30 June 2017 
 
NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.3 Investments – Continued 
 
(ii) Indirectly Held Asset Class Financial Investments Breakdown 
Breakdown, by asset class, of the Territory Banking Account’s indirectly held investments. 
    

Asset Class – Investments Indirectly Held   
2017 

$’000 
2016 

$’000 
Unit Trust – Cash30  0 1,001 
Unit Trust – Fixed Income31  240,044 246,872 
Unit Trust - Conservative Indexed Fund32  20,456 0 
Unit Trust – Balanced Indexed Fund33  7,630 0 
Total Investments Indirectly Held34  268,130 247,873 
 
30 For the year ended 30 June 2017, this investment facility was no longer used. 
31 For the year ended 30 June 2017, the net investment return was 0.26% (2015-16: 6.84%). 
32 New fund established during the year.  For the year ended 30 June 2017, the net investment return from 
inception to reporting date was -0.51%. 
33 New fund established during the year.  For the year ended 30 June 2017, the net investment return from 
inception to reporting date was 3.00%. 
34 Investment levels are an aggregate of underlying agencies’ investing activities. 
 
Total Financial Investments by Asset Class  1,412,353 1,388,475 
 
 
NOTE 7  LIABILITIES ADMINISTERED ON BEHALF OF THE TERRITORY 
 
7.1 Payables 
7.1.1 Current – Accrued Interest Payable to ACT Government Agencies 
    
ACT Government Agencies’ Investment Interest35  15,394 25,210 
Total Accrued Interest Payable to Agencies  15,394 25,210 
 
35 Accrued interest payable is determined by the distributable income for the period reflecting the trading 
activity of the investment managers, the individual asset class market returns achieved over the financial year 
and the amount of funds under investment.  Levels of distributable income payable will vary from period to 
period. 
 
7.1.2 Current – Accrued Interest Payable External 
    
Promissory Notes  34 0 
Inflation-Linked Bonds  12,037 12,023 
Fixed Rate Nominal Bonds  3,640 3,151 
Total Accrued Interest Payable External  15,711 15,174 
 
Total Payables36  31,104 40,384 
 
36 All payables are current and not overdue. 
 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 7  LIABILITIES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
7.2 Interest-Bearing Liabilities 
 
7.2.1 Current – ACT Government Agency Investment Deposits 

   
2017 

$’000 
2016 

$’000 
General Government Sector Agencies  835,663 857,411 
Total ACT Government Agency Investment Deposits37  835,663 857,411 
 
37 Actual results reflect underlying agency investment activity. 
 
7.2.2 Current – External Borrowings 
     
Promissory Notes38  69,411 0 
Inflation-Linked Bonds  24,443 23,084 
Fixed Rate Nominal Bonds39  550,535 0 
Commonwealth Borrowings40  54,002 3,853 
Total External Borrowings41  698,391 26,937 
 
38 Short-term borrowings were issued during the year to finance a loan to Icon Water Limited.  Refer Note 6.2.4. 
39 The increase in the current balance reflects a maturing fixed rate medium term note to be paid in June 2018. 
40 Includes the first scheduled repayment of $50 million in relation to the loan provided by the Commonwealth 
for the asbestos eradication scheme.  This payment will be made in June 2018. 
 
Total Current Interest-Bearing Liabilities  1,534,054 884,349 
 
7.2.3 Non-Current – ACT Government Agency Investment Deposits 
     
General Government Sector Agencies  208,311 185,351 
Total ACT Government Agency Investment Deposits  208,311 185,351 
 
7.2.4 Non-Current – External Borrowings 
     
Inflation-Linked Bonds  755,706 776,428 
Fixed Rate Nominal Bonds39  2,127,646 2,676,606 
Commonwealth Borrowings40  1,017,833 1,071,835 
Total External Borrowings41  3,901,185 4,524,869 
 
41 Details of Territory external loans and borrowings are disclosed in the Territory Banking Account Management 
Discussion and Analysis. 
 
Total Non-Current Interest-Bearing Liabilities  4,109,496 4,710,220 
 
Total Interest-Bearing Liabilities  5,643,550 5,594,569 
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NOTE 6  ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
6.3 Investments – Continued 
 
(ii) Indirectly Held Asset Class Financial Investments Breakdown 
Breakdown, by asset class, of the Territory Banking Account’s indirectly held investments. 
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32 New fund established during the year.  For the year ended 30 June 2017, the net investment return from 
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33 New fund established during the year.  For the year ended 30 June 2017, the net investment return from 
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34 Investment levels are an aggregate of underlying agencies’ investing activities. 
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activity of the investment managers, the individual asset class market returns achieved over the financial year 
and the amount of funds under investment.  Levels of distributable income payable will vary from period to 
period. 
 
7.1.2 Current – Accrued Interest Payable External 
    
Promissory Notes  34 0 
Inflation-Linked Bonds  12,037 12,023 
Fixed Rate Nominal Bonds  3,640 3,151 
Total Accrued Interest Payable External  15,711 15,174 
 
Total Payables36  31,104 40,384 
 
36 All payables are current and not overdue. 
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NOTE 7  LIABILITIES ADMINISTERED ON BEHALF OF THE TERRITORY - CONTINUED 
 
7.2 Interest-Bearing Liabilities 
 
7.2.1 Current – ACT Government Agency Investment Deposits 

   
2017 

$’000 
2016 

$’000 
General Government Sector Agencies  835,663 857,411 
Total ACT Government Agency Investment Deposits37  835,663 857,411 
 
37 Actual results reflect underlying agency investment activity. 
 
7.2.2 Current – External Borrowings 
     
Promissory Notes38  69,411 0 
Inflation-Linked Bonds  24,443 23,084 
Fixed Rate Nominal Bonds39  550,535 0 
Commonwealth Borrowings40  54,002 3,853 
Total External Borrowings41  698,391 26,937 
 
38 Short-term borrowings were issued during the year to finance a loan to Icon Water Limited.  Refer Note 6.2.4. 
39 The increase in the current balance reflects a maturing fixed rate medium term note to be paid in June 2018. 
40 Includes the first scheduled repayment of $50 million in relation to the loan provided by the Commonwealth 
for the asbestos eradication scheme.  This payment will be made in June 2018. 
 
Total Current Interest-Bearing Liabilities  1,534,054 884,349 
 
7.2.3 Non-Current – ACT Government Agency Investment Deposits 
     
General Government Sector Agencies  208,311 185,351 
Total ACT Government Agency Investment Deposits  208,311 185,351 
 
7.2.4 Non-Current – External Borrowings 
     
Inflation-Linked Bonds  755,706 776,428 
Fixed Rate Nominal Bonds39  2,127,646 2,676,606 
Commonwealth Borrowings40  1,017,833 1,071,835 
Total External Borrowings41  3,901,185 4,524,869 
 
41 Details of Territory external loans and borrowings are disclosed in the Territory Banking Account Management 
Discussion and Analysis. 
 
Total Non-Current Interest-Bearing Liabilities  4,109,496 4,710,220 
 
Total Interest-Bearing Liabilities  5,643,550 5,594,569 
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NOTE 8  EQUITY 
 
8.1 Distributions from ACT Government Agencies 

  
2017 

$’000 
2016 

$’000 
ACT Insurance Authority  50,000 60,000 
Chief Minister, Treasury and Economic Development Directorate 88,813 73,269 
Environment, Planning and Sustainable Development Directorate 136,311 0 
Land Development Agency  54,137 5,335 
Total Distributions from ACT Government Agencies42  329,261 138,604 
 
42 Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency. 
 
8.2 Movements in Equity during the Financial Year 
     
Accumulated Deficits  (1,740,155) (1,919,924) 
Total Equity  (1,740,155) (1,919,924) 
 
Reconciliation of Movements in Equity During the Year 
 
Accumulated Funds 
     
Balance at the Beginning of the Reporting Period  (1,919,924) (1,459,641) 
Operating (Deficit)  (149,492) (598,891) 
Capital Distributions  329,261 138,604 
Total Balance at the End of the Reporting Period  (1,740,155) (1,919,924) 
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NOTE 9  CASH FLOW RECONCILIATION 
 
(a) Reconciliation of Cash at the End of the Reporting Period in the Cash Flow Statement on Behalf of the 

Territory to the Equivalent Items in the Statement of Assets and Liabilities on Behalf of the Territory 
 

  
2017 

$’000 
2016 

$’000 
Total Cash Disclosed on the Statement of Assets and 
   Liabilities on Behalf of the Territory  348,359 227,460 
    
Cash at the End of the Reporting Period as Recorded in 
the Cash Flow Statement on Behalf of the Territory  348,359 227,460 
 

(b) Reconciliation of the Operating (Deficit) to Net Cash Inflows from Operating Activities 
    
Operating (Deficit)  (149,492) (598,891) 
Non Cash Items    
Capital Payments to ACT Government Agencies  872,306 984,068 
Net Change in Value of Financial Investments and 
   Liabilities  1,214 5,281 
Cash Before Changes in Operating Assets and Liabilities 724,028 390,458 
    
Changes in Operating Assets and Liabilities    
(Increase)/Decrease in Income Receivable  (24,199) (191,356) 
Increase/(Decrease) in Interest Payable  (9,279) 10,482 
Net Changes in Operating Assets and Liabilities  (33,479) (180,874) 
    
Net Cash Inflow from Operating Activities  690,550 209,584 
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NOTE 8  EQUITY 
 
8.1 Distributions from ACT Government Agencies 

  
2017 

$’000 
2016 

$’000 
ACT Insurance Authority  50,000 60,000 
Chief Minister, Treasury and Economic Development Directorate 88,813 73,269 
Environment, Planning and Sustainable Development Directorate 136,311 0 
Land Development Agency  54,137 5,335 
Total Distributions from ACT Government Agencies42  329,261 138,604 
 
42 Variations are driven by agency activity and are explained in the 2016-17 financial statements of each agency. 
 
8.2 Movements in Equity during the Financial Year 
     
Accumulated Deficits  (1,740,155) (1,919,924) 
Total Equity  (1,740,155) (1,919,924) 
 
Reconciliation of Movements in Equity During the Year 
 
Accumulated Funds 
     
Balance at the Beginning of the Reporting Period  (1,919,924) (1,459,641) 
Operating (Deficit)  (149,492) (598,891) 
Capital Distributions  329,261 138,604 
Total Balance at the End of the Reporting Period  (1,740,155) (1,919,924) 
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NOTE 9  CASH FLOW RECONCILIATION 
 
(a) Reconciliation of Cash at the End of the Reporting Period in the Cash Flow Statement on Behalf of the 

Territory to the Equivalent Items in the Statement of Assets and Liabilities on Behalf of the Territory 
 

  
2017 

$’000 
2016 

$’000 
Total Cash Disclosed on the Statement of Assets and 
   Liabilities on Behalf of the Territory  348,359 227,460 
    
Cash at the End of the Reporting Period as Recorded in 
the Cash Flow Statement on Behalf of the Territory  348,359 227,460 
 

(b) Reconciliation of the Operating (Deficit) to Net Cash Inflows from Operating Activities 
    
Operating (Deficit)  (149,492) (598,891) 
Non Cash Items    
Capital Payments to ACT Government Agencies  872,306 984,068 
Net Change in Value of Financial Investments and 
   Liabilities  1,214 5,281 
Cash Before Changes in Operating Assets and Liabilities 724,028 390,458 
    
Changes in Operating Assets and Liabilities    
(Increase)/Decrease in Income Receivable  (24,199) (191,356) 
Increase/(Decrease) in Interest Payable  (9,279) 10,482 
Net Changes in Operating Assets and Liabilities  (33,479) (180,874) 
    
Net Cash Inflow from Operating Activities  690,550 209,584 
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NOTE 10  FINANCIAL INSTRUMENTS 
 
The Chief Minister, Treasury and Economic Development Directorate provides services to the ACT Government 
including financial asset and liability management through the establishment of investment and borrowing 
policies and objectives, and the coordination and implementation of cash management, investment and 
borrowing activities.  The Chief Minister, Treasury and Economic Development Directorate, through the Territory 
Banking Account, recognises and manages the general government’s investment assets and debt liabilities. 
 
The Territory Banking Account is exposed to financial risks arising from its investment activities comprising 
market risk (interest rate risk, price risk), credit risk and liquidity risk.  These risks are managed within a financial 
risk management framework that includes strategic directions from the Treasurer and policies and limits 
approved by the Under Treasurer and overseen by the Chief Minister, Treasury and Economic Development 
Directorate.  The Investment Advisory Board and asset consultant’s advice is considered along with all other 
available information by the Chief Minister, Treasury and Economic Development Directorate when formulating 
investment policy positions and recommendations.   
 
The Chief Minister, Treasury and Economic Development Directorate does not undertake investment 
management in-house.  Investments are managed by the engagement of investment managers under an 
investment management agreement or by direct investment into unit trusts.  Individual investment 
management agreements prescribe the allowable investments that may be entered into in accordance with the 
Financial Management Act 1996 and Financial Management Investment Guidelines 2015.  The Chief Minister, 
Treasury and Economic Development Directorate, in conjunction with the asset consultant, monitors the 
performance of the investment managers of their obligations and ensures that investment managers comply 
with their obligations.  The appointed master custodian performs investment mandate and derivatives usage 
monitoring in accordance with these guidelines, with any exceptions reported, investigated and resolved. 
 
To facilitate an efficient cash and investment management structure, a centralised investment platform facility 
is provided by the Territory Banking Account which makes available a range of single and multi-asset class funds 
for Territory agencies to meet their specific investment objectives.  The investment strategies adopted within 
the Territory Banking Account investment portfolio are primarily influenced by the investment objectives and 
the time horizon over which these are to be achieved.  Where there is a high reliance on the income generated 
and a low ability to tolerate investment risk the investment exposure is limited to defensive, income producing 
assets ranging from domestic money market discount securities (cash) to domestic fixed interest debt securities 
(bonds).  Where there is a greater tolerance for increased investment risk due to the underlying risk profile of 
the liabilities being funded, the investment exposure may include investment in growth asset classes (both 
domestic and international), for example property and shares. 
 
Derivatives are prescribed investments and an essential part of the investment and risk management process 
and may be used for the following purposes: protecting the value, or limiting changes in value, of an investment 
of the investment portfolio; protecting the return on an investment of the investment portfolio; and achieving 
best execution and transactional efficiency in implementing an investment strategy, achieving an investment or 
market exposure, or in adjusting an investment strategy, investment or market exposure. 
 
The Chief Minister, Treasury and Economic Development Directorate is responsible for the overall setting, 
identification and control of financial risks undertaken in the management of the investment portfolio of the 
Territory Banking Account.  This is done in part by the setting of limits for trading in derivatives, hedging cover 
of interest rate risk, credit allowances, and future cash flow forecast projections.  The investment guidelines, 
including allowable investments and any limitations, are represented, as relevant, in the investment 
management agreements or trust deeds established with each contracted investment manager. 
 
The Territory Banking Account financial liabilities comprise borrowings funded by promissory notes, fixed rate 
nominal bonds, inflation linked bonds, Commonwealth Government loans and ACT Government agency 
investment deposits. 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
The Government’s debt funding requirements are mainly achieved by the issuance of debt securities in the 
financial capital markets, with debt instruments issued from a domestic debt issuance program.  Debt 
management objectives include: managing the Government’s liquidity and financial payment obligations; 
meeting the ongoing capital requirements of the Government; raising capital at a competitive cost in line with 
peers having regard to the Territory’s credit rating and issuer profile; establishing bond lines of select debt 
maturity and volume; maximising investor participation and diversification; and minimising interest rate 
volatility and refinancing risk.  The debt funding program is supplemented with some loans from the 
Commonwealth Government. 
 
The main risks resulting from the financial instruments used in the management of the Territory Banking 
Account’s assets and liabilities are discussed in Notes 10.1 to 10.3 on the following pages.   
 
10.1 Market Risk 
 
(a) Interest Rate Risk 
 
Interest rate risk is the risk that the fair value or future cash flows of a financial market instrument will fluctuate 
because of changes in prevailing levels of market interest rates.  The Territory Banking Account is exposed to 
interest rate risk on its variable interest rates and fixed interest rates financial instruments which are remeasured 
to fair value.  Sensitivity analysis as at reporting date is performed on cash at bank, debt securities held in the 
Cash Enhanced Portfolio and the corresponding liabilities owing to ACT Government agencies, variable rate loans 
provided to other ACT Government agencies and the Territory Banking Account short-term variable rate 
borrowings.  Sensitivity analysis to interest rate instruments (indirectly held through pooled unit trusts) are 
considered in Note 10.1(b): 'Price Risk and Inflation Risk'. 
 
The table below summarises the Territory Banking Account’s main exposure to interest rate risk.  
 

30 June 2017 Fixed Rate Instruments Variable Rate Instruments 

 
2017 

$’000 
2016 

$’000 
2017 

$’000 
2016 

$’000 
     
Financial Assets 183,712 197,579 1,468,460 1,254,016 
Financial Liabilities 134,171 148,855 717,613 722,086 
Net Exposure before the effect of Derivatives 49,541 48,724 750,847 531,930 

 
Interest rate risk is measured by the duration of the investment portfolios which approximates the change in 
portfolio valuation from a percentage change in market interest rates.  As at reporting date, the Territory 
Banking Account has positions in interest rate derivatives contracts to manage exposure to interest rate risk.  
Exposures to interest rate risk is limited to acceptable duration thresholds stipulated within the investment 
management agreements and monitored for compliance by the Territory's master custodian on a weekly basis. 
 
The following table demonstrates the 'reasonably possible' impact on profit or loss and the impact on equity 
over the next 12 months if interest rates change by -/+ 1.0 per cent from the year-end official cash interest rate 
of 1.50% (2016: 1.75%) with all other variables held constant.  The sensitivity calculation is based on the net 
exposure to interest rates after taking into account the effect of derivatives, parallel shifts in the yield curve and 
ignoring the effects on credit risk.  
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NOTE 10  FINANCIAL INSTRUMENTS 
 
The Chief Minister, Treasury and Economic Development Directorate provides services to the ACT Government 
including financial asset and liability management through the establishment of investment and borrowing 
policies and objectives, and the coordination and implementation of cash management, investment and 
borrowing activities.  The Chief Minister, Treasury and Economic Development Directorate, through the Territory 
Banking Account, recognises and manages the general government’s investment assets and debt liabilities. 
 
The Territory Banking Account is exposed to financial risks arising from its investment activities comprising 
market risk (interest rate risk, price risk), credit risk and liquidity risk.  These risks are managed within a financial 
risk management framework that includes strategic directions from the Treasurer and policies and limits 
approved by the Under Treasurer and overseen by the Chief Minister, Treasury and Economic Development 
Directorate.  The Investment Advisory Board and asset consultant’s advice is considered along with all other 
available information by the Chief Minister, Treasury and Economic Development Directorate when formulating 
investment policy positions and recommendations.   
 
The Chief Minister, Treasury and Economic Development Directorate does not undertake investment 
management in-house.  Investments are managed by the engagement of investment managers under an 
investment management agreement or by direct investment into unit trusts.  Individual investment 
management agreements prescribe the allowable investments that may be entered into in accordance with the 
Financial Management Act 1996 and Financial Management Investment Guidelines 2015.  The Chief Minister, 
Treasury and Economic Development Directorate, in conjunction with the asset consultant, monitors the 
performance of the investment managers of their obligations and ensures that investment managers comply 
with their obligations.  The appointed master custodian performs investment mandate and derivatives usage 
monitoring in accordance with these guidelines, with any exceptions reported, investigated and resolved. 
 
To facilitate an efficient cash and investment management structure, a centralised investment platform facility 
is provided by the Territory Banking Account which makes available a range of single and multi-asset class funds 
for Territory agencies to meet their specific investment objectives.  The investment strategies adopted within 
the Territory Banking Account investment portfolio are primarily influenced by the investment objectives and 
the time horizon over which these are to be achieved.  Where there is a high reliance on the income generated 
and a low ability to tolerate investment risk the investment exposure is limited to defensive, income producing 
assets ranging from domestic money market discount securities (cash) to domestic fixed interest debt securities 
(bonds).  Where there is a greater tolerance for increased investment risk due to the underlying risk profile of 
the liabilities being funded, the investment exposure may include investment in growth asset classes (both 
domestic and international), for example property and shares. 
 
Derivatives are prescribed investments and an essential part of the investment and risk management process 
and may be used for the following purposes: protecting the value, or limiting changes in value, of an investment 
of the investment portfolio; protecting the return on an investment of the investment portfolio; and achieving 
best execution and transactional efficiency in implementing an investment strategy, achieving an investment or 
market exposure, or in adjusting an investment strategy, investment or market exposure. 
 
The Chief Minister, Treasury and Economic Development Directorate is responsible for the overall setting, 
identification and control of financial risks undertaken in the management of the investment portfolio of the 
Territory Banking Account.  This is done in part by the setting of limits for trading in derivatives, hedging cover 
of interest rate risk, credit allowances, and future cash flow forecast projections.  The investment guidelines, 
including allowable investments and any limitations, are represented, as relevant, in the investment 
management agreements or trust deeds established with each contracted investment manager. 
 
The Territory Banking Account financial liabilities comprise borrowings funded by promissory notes, fixed rate 
nominal bonds, inflation linked bonds, Commonwealth Government loans and ACT Government agency 
investment deposits. 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
The Government’s debt funding requirements are mainly achieved by the issuance of debt securities in the 
financial capital markets, with debt instruments issued from a domestic debt issuance program.  Debt 
management objectives include: managing the Government’s liquidity and financial payment obligations; 
meeting the ongoing capital requirements of the Government; raising capital at a competitive cost in line with 
peers having regard to the Territory’s credit rating and issuer profile; establishing bond lines of select debt 
maturity and volume; maximising investor participation and diversification; and minimising interest rate 
volatility and refinancing risk.  The debt funding program is supplemented with some loans from the 
Commonwealth Government. 
 
The main risks resulting from the financial instruments used in the management of the Territory Banking 
Account’s assets and liabilities are discussed in Notes 10.1 to 10.3 on the following pages.   
 
10.1 Market Risk 
 
(a) Interest Rate Risk 
 
Interest rate risk is the risk that the fair value or future cash flows of a financial market instrument will fluctuate 
because of changes in prevailing levels of market interest rates.  The Territory Banking Account is exposed to 
interest rate risk on its variable interest rates and fixed interest rates financial instruments which are remeasured 
to fair value.  Sensitivity analysis as at reporting date is performed on cash at bank, debt securities held in the 
Cash Enhanced Portfolio and the corresponding liabilities owing to ACT Government agencies, variable rate loans 
provided to other ACT Government agencies and the Territory Banking Account short-term variable rate 
borrowings.  Sensitivity analysis to interest rate instruments (indirectly held through pooled unit trusts) are 
considered in Note 10.1(b): 'Price Risk and Inflation Risk'. 
 
The table below summarises the Territory Banking Account’s main exposure to interest rate risk.  
 

30 June 2017 Fixed Rate Instruments Variable Rate Instruments 

 
2017 

$’000 
2016 

$’000 
2017 

$’000 
2016 

$’000 
     
Financial Assets 183,712 197,579 1,468,460 1,254,016 
Financial Liabilities 134,171 148,855 717,613 722,086 
Net Exposure before the effect of Derivatives 49,541 48,724 750,847 531,930 

 
Interest rate risk is measured by the duration of the investment portfolios which approximates the change in 
portfolio valuation from a percentage change in market interest rates.  As at reporting date, the Territory 
Banking Account has positions in interest rate derivatives contracts to manage exposure to interest rate risk.  
Exposures to interest rate risk is limited to acceptable duration thresholds stipulated within the investment 
management agreements and monitored for compliance by the Territory's master custodian on a weekly basis. 
 
The following table demonstrates the 'reasonably possible' impact on profit or loss and the impact on equity 
over the next 12 months if interest rates change by -/+ 1.0 per cent from the year-end official cash interest rate 
of 1.50% (2016: 1.75%) with all other variables held constant.  The sensitivity calculation is based on the net 
exposure to interest rates after taking into account the effect of derivatives, parallel shifts in the yield curve and 
ignoring the effects on credit risk.  
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(a) Interest Rate Risk - Continued 
 
30 June 2017 Fixed Rate Instruments Variable Rate Instruments 

 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

 $’000 $’000 $’000 $’000 
     
Financial Assets (1,837) 1,837 14,685 (14,685) 
Financial Liabilities (1,342) 1,342 7,176 (7,176) 
Net (Decrease)/Increase (495) 495 7,509 (7,509) 
 
30 June 2016 Fixed Rate Instruments Variable Rate Instruments 

 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

 $’000 $’000 $’000 $’000 
     
Financial Assets (1,976) 1,976 12,540 (12,540) 
Financial Liabilities (1,489) 1,489 7,221 (7,221) 
Net (Decrease)/Increase (487) 487 5,319 (5,319) 
 
 
(b) Price Risk and Inflation Risk 
 
Price risk is the risk that the fair value of a financial investment will change as a result of changes in the market 
prices (other than those arising from interest rate risk) in the relevant indices levels and the prices of the 
individual holdings.  The Territory Banking Account is exposed to price risk from the exposure to unitised pooled 
single and multi-asset class trusts which are exposed to changes in unit prices. 
 
The table below summarises the main exposure to price risk. 
   Exposure to Unit Prices 

 
 Note 

No.  
2017 

$’000 
2016 

$’000 
     
Fixed Income and Diversified Funds 
 – Unit Trusts 6.3(b)(ii)  268,130 247,872 
Total Exposure    268,130 247,872 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(b) Price Risk and Inflation Risk - Continued 
 
Inflation risk is the risk that future cash flows on an inflation linked instrument may fluctuate due to changes in 
inflation rates.  Inflation risk arises from inflation indexed bonds which are exposed to inflation rates.  The 
exposure to inflation risk has a direct impact on the Statement of Income and Expenses on Behalf of the Territory. 
 
At 30 June, the exposure to inflation risk was as follows: 
   Exposure to Inflation 

 
 

  
2017 

$’000 
2016 

$’000 
     
Financial Assets (Inflation Linked Bonds)   781,270 800,785 
Financial Liabilities (Inflation Linked Bonds)   780,148 799,512 
Net Exposure    1,122 1,272 
 
To manage exposures to the price risk of pooled unit trusts, investments are diversified in accordance with the 
particular investment strategy. 
 
The investment management agreements and the relevant pooled trust product disclosure statement set out 
the maximum allowable limits by issuer, ratings, duration and asset class to ensure sufficient diversification 
occurs within the individual investment portfolios.   
 
Taking into account past performance, future expectations and economic forecasts the estimated impact on 
profit or loss and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months 
if price risk changes by the following volatility factors from the target benchmarks with all other variables held 
constant. 
 
30 June 2017    

 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
(+/- Impact) 

$’000 
Investment Assets      
Total Increase/(Decrease)      
Fixed Income (+/- 6%)    14,400 14,400 
Diversified Funds      
 - Conservative Indexed Fund (+/- 6%)    1,227 1,227 
 – Balanced Indexed Fund (+/- 9%)    686 686 
Inflation Rate (+/- 1%)    321/58 312/58 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(a) Interest Rate Risk - Continued 
 
30 June 2017 Fixed Rate Instruments Variable Rate Instruments 

 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

 $’000 $’000 $’000 $’000 
     
Financial Assets (1,837) 1,837 14,685 (14,685) 
Financial Liabilities (1,342) 1,342 7,176 (7,176) 
Net (Decrease)/Increase (495) 495 7,509 (7,509) 
 
30 June 2016 Fixed Rate Instruments Variable Rate Instruments 

 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

+1.0% 
Profit/(Loss) 

and Equity 
Impact 

-1.0% 
Profit/(Loss) 

and Equity 
Impact 

 $’000 $’000 $’000 $’000 
     
Financial Assets (1,976) 1,976 12,540 (12,540) 
Financial Liabilities (1,489) 1,489 7,221 (7,221) 
Net (Decrease)/Increase (487) 487 5,319 (5,319) 
 
 
(b) Price Risk and Inflation Risk 
 
Price risk is the risk that the fair value of a financial investment will change as a result of changes in the market 
prices (other than those arising from interest rate risk) in the relevant indices levels and the prices of the 
individual holdings.  The Territory Banking Account is exposed to price risk from the exposure to unitised pooled 
single and multi-asset class trusts which are exposed to changes in unit prices. 
 
The table below summarises the main exposure to price risk. 
   Exposure to Unit Prices 

 
 Note 

No.  
2017 

$’000 
2016 

$’000 
     
Fixed Income and Diversified Funds 
 – Unit Trusts 6.3(b)(ii)  268,130 247,872 
Total Exposure    268,130 247,872 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(b) Price Risk and Inflation Risk - Continued 
 
Inflation risk is the risk that future cash flows on an inflation linked instrument may fluctuate due to changes in 
inflation rates.  Inflation risk arises from inflation indexed bonds which are exposed to inflation rates.  The 
exposure to inflation risk has a direct impact on the Statement of Income and Expenses on Behalf of the Territory. 
 
At 30 June, the exposure to inflation risk was as follows: 
   Exposure to Inflation 

 
 

  
2017 

$’000 
2016 

$’000 
     
Financial Assets (Inflation Linked Bonds)   781,270 800,785 
Financial Liabilities (Inflation Linked Bonds)   780,148 799,512 
Net Exposure    1,122 1,272 
 
To manage exposures to the price risk of pooled unit trusts, investments are diversified in accordance with the 
particular investment strategy. 
 
The investment management agreements and the relevant pooled trust product disclosure statement set out 
the maximum allowable limits by issuer, ratings, duration and asset class to ensure sufficient diversification 
occurs within the individual investment portfolios.   
 
Taking into account past performance, future expectations and economic forecasts the estimated impact on 
profit or loss and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months 
if price risk changes by the following volatility factors from the target benchmarks with all other variables held 
constant. 
 
30 June 2017    

 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
(+/- Impact) 

$’000 
Investment Assets      
Total Increase/(Decrease)      
Fixed Income (+/- 6%)    14,400 14,400 
Diversified Funds      
 - Conservative Indexed Fund (+/- 6%)    1,227 1,227 
 – Balanced Indexed Fund (+/- 9%)    686 686 
Inflation Rate (+/- 1%)    321/58 312/58 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(b) Price Risk and Inflation Risk - Continued 
 
30 June 2016    

 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
(+/- Impact) 

$’000 
Investment Assets      
Total Increase/(Decrease)      
Fixed Income (+/- 5%)    14,800 14,800 
Inflation Rate (+/- 1%)    360/57 360/57 
 
(c) Currency Risk 
 
As at reporting date, the Territory Banking Account has positions in credit derivatives contracts to manage its 
exposure to credit risk - Note 10.2 Credit Risk.  Credit derivatives transacted in foreign currency are hedged back 
to Australian dollars by the relevant investment manager by employing currency derivatives to mitigate the 
adverse impact of the Australian dollar exchange rate relative to that of other foreign currencies.  As a 
consequence, the Territory Banking Account holds monetary and non-monetary assets that are denominated in 
currencies other than the Australian dollar.  
 
The table below summarises the Territory Banking Account main exposures to foreign currency risk. 
 
 
30 June 2017 

Note  
No. 

   AUD 
$’000 

USD 
$’000 

Total  
$’000 

        
Cash     72,249 1,695 73,944 
Financial Assets at FVTPL     1,360,587 0 1,360,587 
Other Assets     7,161 0 7,161 
Total Assets     1,439,997 1,695 1,441,692 
        
Financial Liabilities at FVTPL     219 0 219 
Other Liabilities     29,118 0 29,118 
Total Liabilities     29,337 0 29,337 
        
Net Assets 6.3(a)    1,410,660 1,695 1,412,355 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
10.1 Market Risk – Continued 
 
(c) Currency Risk 
 
Currency Risk Sensitivity Disclosure Analysis 
The following table summarises the 'reasonably possible' impact of 2017: +/- 10 per cent 
strengthening/weakening of the Australian dollar against foreign currency cash balances on the Territory 
Banking Account s operating deficit for the year and on equity.  Foreign exchange risk relating to non-monetary 
investments is considered as a component of price risk in Note 9.1(b): ‘Price Risk’. 
   10% Movement 

30 June 2017 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
 (+/- Impact) 

$’000 
      
Currency      
USD    169 169 
Total Increase/(Decrease)    169 169 
 
10.2 Credit Risk 
 
Credit risk is the risk that a counterparty to a financial instrument fails to discharge its contractual obligations or 
from losses arising from the change in the value of a traded instrument as a result of changes in the credit risk 
on that instrument.  Financial arrangements in respect of the business conducted through the Territory Banking 
Account are such that the more significant credit risk will arise with those financial assets and liabilities involving 
external parties (non-ACT Government agencies). 
 
The maximum exposure to credit risk is limited to the carrying amount of the cash and cash equivalents, 
receivables and investments of Territory Banking Account.  The main concentration of credit risk arises from the 
Territory Banking Account investment in fixed income (debt) securities.  For the purposes of sensitivity analysis, 
exposure to credit risk is performed on securities directly held by the Territory Banking Account as at reporting 
date.  The following table details the credit risk exposure as at reporting date. 
 
30 June 2017 Credit Quality of Fixed Income Rated Instruments 
 AAA 

$’000 
AA 

$’000 
A 

$’000 
BBB 

$’000 
Total 
$’000 

Directly Held      
Cash Enhanced Fund 379,208 213,290 389,725 109,942 1,092,165 
Total  379,208 213,290 389,725 109,942 1,092,165 
 
30 June 2016 Credit Quality of Fixed Income Rated Instruments 
 AAA 

$’000 
AA 

$’000 
A 

$’000 
BBB 

$’000 
Total 
$’000 

Directly Held      
Cash Enhanced Fund 355,809 219,416 492,044 43,242 1,110,511 
Total  355,809 219,416 492,044 43,242 1,110,511 
 
Financial dealings are only undertaken with other ACT Government agencies or appropriately rated 
counterparties as detailed within each individual investment management contract established with the 
external investment managers in accordance with the Financial Management Guidelines 2015. 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.1 Market Risk - Continued 
 
(b) Price Risk and Inflation Risk - Continued 
 
30 June 2016    

 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
(+/- Impact) 

$’000 
Investment Assets      
Total Increase/(Decrease)      
Fixed Income (+/- 5%)    14,800 14,800 
Inflation Rate (+/- 1%)    360/57 360/57 
 
(c) Currency Risk 
 
As at reporting date, the Territory Banking Account has positions in credit derivatives contracts to manage its 
exposure to credit risk - Note 10.2 Credit Risk.  Credit derivatives transacted in foreign currency are hedged back 
to Australian dollars by the relevant investment manager by employing currency derivatives to mitigate the 
adverse impact of the Australian dollar exchange rate relative to that of other foreign currencies.  As a 
consequence, the Territory Banking Account holds monetary and non-monetary assets that are denominated in 
currencies other than the Australian dollar.  
 
The table below summarises the Territory Banking Account main exposures to foreign currency risk. 
 
 
30 June 2017 

Note  
No. 

   AUD 
$’000 

USD 
$’000 

Total  
$’000 

        
Cash     72,249 1,695 73,944 
Financial Assets at FVTPL     1,360,587 0 1,360,587 
Other Assets     7,161 0 7,161 
Total Assets     1,439,997 1,695 1,441,692 
        
Financial Liabilities at FVTPL     219 0 219 
Other Liabilities     29,118 0 29,118 
Total Liabilities     29,337 0 29,337 
        
Net Assets 6.3(a)    1,410,660 1,695 1,412,355 
  

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
10.1 Market Risk – Continued 
 
(c) Currency Risk 
 
Currency Risk Sensitivity Disclosure Analysis 
The following table summarises the 'reasonably possible' impact of 2017: +/- 10 per cent 
strengthening/weakening of the Australian dollar against foreign currency cash balances on the Territory 
Banking Account s operating deficit for the year and on equity.  Foreign exchange risk relating to non-monetary 
investments is considered as a component of price risk in Note 9.1(b): ‘Price Risk’. 
   10% Movement 

30 June 2017 

 

  

Profit & Loss 
(+/- Impact) 

$’000 

Equity 
 (+/- Impact) 

$’000 
      
Currency      
USD    169 169 
Total Increase/(Decrease)    169 169 
 
10.2 Credit Risk 
 
Credit risk is the risk that a counterparty to a financial instrument fails to discharge its contractual obligations or 
from losses arising from the change in the value of a traded instrument as a result of changes in the credit risk 
on that instrument.  Financial arrangements in respect of the business conducted through the Territory Banking 
Account are such that the more significant credit risk will arise with those financial assets and liabilities involving 
external parties (non-ACT Government agencies). 
 
The maximum exposure to credit risk is limited to the carrying amount of the cash and cash equivalents, 
receivables and investments of Territory Banking Account.  The main concentration of credit risk arises from the 
Territory Banking Account investment in fixed income (debt) securities.  For the purposes of sensitivity analysis, 
exposure to credit risk is performed on securities directly held by the Territory Banking Account as at reporting 
date.  The following table details the credit risk exposure as at reporting date. 
 
30 June 2017 Credit Quality of Fixed Income Rated Instruments 
 AAA 

$’000 
AA 

$’000 
A 

$’000 
BBB 

$’000 
Total 
$’000 

Directly Held      
Cash Enhanced Fund 379,208 213,290 389,725 109,942 1,092,165 
Total  379,208 213,290 389,725 109,942 1,092,165 
 
30 June 2016 Credit Quality of Fixed Income Rated Instruments 
 AAA 

$’000 
AA 

$’000 
A 

$’000 
BBB 

$’000 
Total 
$’000 

Directly Held      
Cash Enhanced Fund 355,809 219,416 492,044 43,242 1,110,511 
Total  355,809 219,416 492,044 43,242 1,110,511 
 
Financial dealings are only undertaken with other ACT Government agencies or appropriately rated 
counterparties as detailed within each individual investment management contract established with the 
external investment managers in accordance with the Financial Management Guidelines 2015. 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.2 Credit Risk - Continued 
 
Appointed managers of investments are required to ensure: credit quality within the manager’s portfolio is 
within agreed guidelines; the exposure to different tiers of credit are within agreed guidelines; the maximum 
permitted exposure to any one issuer is within agreed guidelines; and the long-term debt of all entities in which 
the manager invests is either rated by an approved rating agency or, if it is not rated, is limited to the maximum 
permitted exposure to such debt.  Exposures are to remain within approved exposure limits based on the credit 
ratings of financial instruments and counterparties set out within the strategy, objectives and constraints 
permitted by individual investment management agreements or trust deeds as relevant, as agreed by the Chief 
Minister, Treasury and Economic Development Directorate. 
 
The maximum exposure to credit risk before any credit enhancements at the end of each reporting period is the 
carrying amount of the Territory Banking Account financial investment assets.  None of these assets are impaired 
(nil: 30 June 2016). 
 
10.3 Liquidity Risk 
 
Liquidity risk is the risk that the Territory Banking Account is unable to meet its financial obligations as they fall 
due.   
 
The Chief Minister, Treasury and Economic Development Directorate's objective for the Territory Banking 
Account is to maintain sufficient cash and short-term investments to ensure that the Government can meet its 
financial obligations as and when they fall due.  The Chief Minister, Treasury and Economic Development 
Directorate, through the Territory Banking Account, manages this risk by only investing in an adequate amount 
of high grade securities that fall within the limitations set out in the investment guidelines and transacting with 
reputable counterparties.  The investments of the Territory Banking Account are made in liquid markets and are 
readily redeemable if required.  The Territory Banking Account is the end recipient of the majority of all 
Territorial revenues such as taxes, fees, fines and Commonwealth Government funding. 
 
The Chief Minister, Treasury and Economic Development Directorate is able to access the Territory’s borrowing 
program for which there is capacity to seek short or long term funding as required.  Forecasts of future cash 
flows and borrowing maturities are maintained to ensure that there is sufficient funding available for any 
required settlements.  Accordingly, the Territory Banking Account will have sufficient cash to meet the 
expenditure allocations as set out in the Territory Budget. 
 
Analysis of Financial Liabilities based on Management Expectations 
The risk implied from the values shown in the table below shows contracted cash outflows from payables and 
other financial liabilities and is a reflection of ongoing business operations of the Territory Banking Account.  The 
table below reflects all contractual repayments of principal and interest resulting from recognised financial 
liabilities and expected settlement of financial liabilities.  The amounts disclosed represent undiscounted cash 
flows for the respective obligations and expectations in respect of upcoming fiscal years. 
 
 
 
 
 
 
 
 
 
 
 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.3 Liquidity Risk - Continued 
 
 
30 June 2017 Less than 

3 Months 
 

$’000 

3 Months to 
Less than 

1 Year 
$’000 

1 Year to 
Less than 

5 Years 
$’000 

Greater than 
5 Years 

 
$’000 

Total 
 
 

$’000 
Non Derivatives      
Payables 44,828 0 0 0 44,828 
Interest-Bearing Liabilities 14,720 859,667 2,007,382 3,183,521 6,065,290 
Total Non Derivatives 59,549 859,667 2,007,382 3,183,521 6,110,119 
      
Derivatives      
Net Settled (Swaps) 0 50 168 0 219 
Gross Settled FFX      
     Inflow 1,767 0 0 0 1,767 
     (Outflow) (1,696) 0 0 0 (1,696) 
Total Derivatives 71 50 168 0 290 
 
 
 
30 June 2016 Less than 

3 Months 
 

$’000 

3 Months to 
Less than 

1 Year 
$’000 

1 Year to 
Less than 

5 Years 
$’000 

Greater than 
5 Years 

 
$’000 

Total 
 
 

$’000 
Non Derivatives      
Payables 66,155 0 0 0 66,155 
Interest-Bearing Liabilities 14,435 189,398 2,134,961 3,880,888 6,219,682 
Total Non Derivatives 80,590 189,398 2,134,961 3,880,888 6,285,837 
      
Derivatives      
Net Settled (Swaps, Futures) 100 0 832 0 932 
Total Derivatives 0 0 832 0 932 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.2 Credit Risk - Continued 
 
Appointed managers of investments are required to ensure: credit quality within the manager’s portfolio is 
within agreed guidelines; the exposure to different tiers of credit are within agreed guidelines; the maximum 
permitted exposure to any one issuer is within agreed guidelines; and the long-term debt of all entities in which 
the manager invests is either rated by an approved rating agency or, if it is not rated, is limited to the maximum 
permitted exposure to such debt.  Exposures are to remain within approved exposure limits based on the credit 
ratings of financial instruments and counterparties set out within the strategy, objectives and constraints 
permitted by individual investment management agreements or trust deeds as relevant, as agreed by the Chief 
Minister, Treasury and Economic Development Directorate. 
 
The maximum exposure to credit risk before any credit enhancements at the end of each reporting period is the 
carrying amount of the Territory Banking Account financial investment assets.  None of these assets are impaired 
(nil: 30 June 2016). 
 
10.3 Liquidity Risk 
 
Liquidity risk is the risk that the Territory Banking Account is unable to meet its financial obligations as they fall 
due.   
 
The Chief Minister, Treasury and Economic Development Directorate's objective for the Territory Banking 
Account is to maintain sufficient cash and short-term investments to ensure that the Government can meet its 
financial obligations as and when they fall due.  The Chief Minister, Treasury and Economic Development 
Directorate, through the Territory Banking Account, manages this risk by only investing in an adequate amount 
of high grade securities that fall within the limitations set out in the investment guidelines and transacting with 
reputable counterparties.  The investments of the Territory Banking Account are made in liquid markets and are 
readily redeemable if required.  The Territory Banking Account is the end recipient of the majority of all 
Territorial revenues such as taxes, fees, fines and Commonwealth Government funding. 
 
The Chief Minister, Treasury and Economic Development Directorate is able to access the Territory’s borrowing 
program for which there is capacity to seek short or long term funding as required.  Forecasts of future cash 
flows and borrowing maturities are maintained to ensure that there is sufficient funding available for any 
required settlements.  Accordingly, the Territory Banking Account will have sufficient cash to meet the 
expenditure allocations as set out in the Territory Budget. 
 
Analysis of Financial Liabilities based on Management Expectations 
The risk implied from the values shown in the table below shows contracted cash outflows from payables and 
other financial liabilities and is a reflection of ongoing business operations of the Territory Banking Account.  The 
table below reflects all contractual repayments of principal and interest resulting from recognised financial 
liabilities and expected settlement of financial liabilities.  The amounts disclosed represent undiscounted cash 
flows for the respective obligations and expectations in respect of upcoming fiscal years. 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.3 Liquidity Risk - Continued 
 
 
30 June 2017 Less than 

3 Months 
 

$’000 

3 Months to 
Less than 

1 Year 
$’000 

1 Year to 
Less than 

5 Years 
$’000 

Greater than 
5 Years 

 
$’000 

Total 
 
 

$’000 
Non Derivatives      
Payables 44,828 0 0 0 44,828 
Interest-Bearing Liabilities 14,720 859,667 2,007,382 3,183,521 6,065,290 
Total Non Derivatives 59,549 859,667 2,007,382 3,183,521 6,110,119 
      
Derivatives      
Net Settled (Swaps) 0 50 168 0 219 
Gross Settled FFX      
     Inflow 1,767 0 0 0 1,767 
     (Outflow) (1,696) 0 0 0 (1,696) 
Total Derivatives 71 50 168 0 290 
 
 
 
30 June 2016 Less than 

3 Months 
 

$’000 

3 Months to 
Less than 

1 Year 
$’000 

1 Year to 
Less than 

5 Years 
$’000 

Greater than 
5 Years 

 
$’000 

Total 
 
 

$’000 
Non Derivatives      
Payables 66,155 0 0 0 66,155 
Interest-Bearing Liabilities 14,435 189,398 2,134,961 3,880,888 6,219,682 
Total Non Derivatives 80,590 189,398 2,134,961 3,880,888 6,285,837 
      
Derivatives      
Net Settled (Swaps, Futures) 100 0 832 0 932 
Total Derivatives 0 0 832 0 932 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities 
 
In preparing these financial statements, the carrying amount of financial assets and financial liabilities recorded 
in the financial statements are considered to be a fair approximation of their fair values except for certain items 
within class of assets and liabilities highlighted in the following tables.  Disclosure of the basis of determination 
of the fair values has been provided in each accounting policy note where relevant. 
 
These classes of assets and liabilities are held to maturity.  These classes of assets and liabilities are initially 
measured at fair value and subsequently re-measured at amortised cost using the effective interest method.  
Fair value for these classes of assets and liabilities has been determined in reference to published price 
quotations in active markets (nominal fixed rate notes and indexed annuity bonds) and in non-active markets 
(fixed rate or historical Commonwealth loans) using discounted cash flow analysis valuation, applying prevailing 
discount rates of issuing entities with similar credit quality and duration profiles. 
 
   2017 2016 
  Note 

No. 
Carrying 
Amount 

$’000 

Fair 
Value 
$’000 

Carrying 
Amount 

$’000 

Fair 
Value 
$’000 

Financial Assets      
Loans and Receivables 6.2 2,173,787 2,367,518 2,099,094 2,374,434 
Financial Liabilities      
Interest-Bearing Liabilities 7.2 5,643,550 5,946,830 5,594,569 6,113,387 
 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities - Continued 
 
(a) Fair Value Measurements Recognised in the Statement of Assets and Liabilities on Behalf of the 

Territory 
 
The table below provides an analysis of financial instruments that are measured subsequent to initial recognition 
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable considering 
the lowest level input that is significant to the fair value measurement as a whole. 
 

(i) Level 1 – Fair Value measurements are those derived from quoted prices (unadjusted) in active markets 
for identical assets or liabilities; 

(ii) Level 2 – Fair value measurements are those derived from inputs other than quoted prices included 
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices); or 

(iii) Level 3 – Fair value measurement are those derived from valuation techniques that include inputs for 
the asset or liability that are not based on observable market data (unobservable inputs). 

 
For the purposes of presenting the Fair Value Hierarchy, analysis is performed on the units and the securities 
held by the Territory Banking Account as at reporting date. 
 
(b) Recurring Fair Value Measurement of Assets and Liabilities 
 
30 June 2017  Level 1 

$’000 
Level 2 

$’000 
Level 3 

$’000 
Total 
$’000 

Financial Assets and Liabilities Measured at 
   Fair Value 

    

Financial Assets     
Investments Directly Held     
Cash Enhanced Fund 215,266 876,899 0 1,092,165 
Financial Derivatives 218 72 0 290 
     
Investments Indirectly Held     
Unit Trust – Fixed Income Cash 0 240,004 0 240,004 
Unit Trust – Diversified Funds 0 28,073 0 28,073 
     
Financial Liabilities     
Investments Directly Held     
Financial Derivatives 0 163 0 163 
     
Financial Assets and Liabilities for which Fair Values 
   are Disclosed 

    

Financial Assets     
Loans and Receivables 0 2,367,518 0 2,367,518 
     
Financial Liabilities     
Interest-Bearing Liabilities 0 5,946,830 0 5,946,830 
Net Assets 215,484 (2,434,427) 0 (2,218,943) 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities 
 
In preparing these financial statements, the carrying amount of financial assets and financial liabilities recorded 
in the financial statements are considered to be a fair approximation of their fair values except for certain items 
within class of assets and liabilities highlighted in the following tables.  Disclosure of the basis of determination 
of the fair values has been provided in each accounting policy note where relevant. 
 
These classes of assets and liabilities are held to maturity.  These classes of assets and liabilities are initially 
measured at fair value and subsequently re-measured at amortised cost using the effective interest method.  
Fair value for these classes of assets and liabilities has been determined in reference to published price 
quotations in active markets (nominal fixed rate notes and indexed annuity bonds) and in non-active markets 
(fixed rate or historical Commonwealth loans) using discounted cash flow analysis valuation, applying prevailing 
discount rates of issuing entities with similar credit quality and duration profiles. 
 
   2017 2016 
  Note 

No. 
Carrying 
Amount 

$’000 

Fair 
Value 
$’000 

Carrying 
Amount 

$’000 

Fair 
Value 
$’000 

Financial Assets      
Loans and Receivables 6.2 2,173,787 2,367,518 2,099,094 2,374,434 
Financial Liabilities      
Interest-Bearing Liabilities 7.2 5,643,550 5,946,830 5,594,569 6,113,387 
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For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities - Continued 
 
(a) Fair Value Measurements Recognised in the Statement of Assets and Liabilities on Behalf of the 

Territory 
 
The table below provides an analysis of financial instruments that are measured subsequent to initial recognition 
at fair value, grouped into Levels 1 to 3 based on the degree to which the fair value is observable considering 
the lowest level input that is significant to the fair value measurement as a whole. 
 

(i) Level 1 – Fair Value measurements are those derived from quoted prices (unadjusted) in active markets 
for identical assets or liabilities; 

(ii) Level 2 – Fair value measurements are those derived from inputs other than quoted prices included 
within Level 1 that are observable for the asset or liability, either directly (i.e. as prices) or indirectly 
(i.e. derived from prices); or 

(iii) Level 3 – Fair value measurement are those derived from valuation techniques that include inputs for 
the asset or liability that are not based on observable market data (unobservable inputs). 

 
For the purposes of presenting the Fair Value Hierarchy, analysis is performed on the units and the securities 
held by the Territory Banking Account as at reporting date. 
 
(b) Recurring Fair Value Measurement of Assets and Liabilities 
 
30 June 2017  Level 1 

$’000 
Level 2 

$’000 
Level 3 

$’000 
Total 
$’000 

Financial Assets and Liabilities Measured at 
   Fair Value 

    

Financial Assets     
Investments Directly Held     
Cash Enhanced Fund 215,266 876,899 0 1,092,165 
Financial Derivatives 218 72 0 290 
     
Investments Indirectly Held     
Unit Trust – Fixed Income Cash 0 240,004 0 240,004 
Unit Trust – Diversified Funds 0 28,073 0 28,073 
     
Financial Liabilities     
Investments Directly Held     
Financial Derivatives 0 163 0 163 
     
Financial Assets and Liabilities for which Fair Values 
   are Disclosed 

    

Financial Assets     
Loans and Receivables 0 2,367,518 0 2,367,518 
     
Financial Liabilities     
Interest-Bearing Liabilities 0 5,946,830 0 5,946,830 
Net Assets 215,484 (2,434,427) 0 (2,218,943) 
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NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities - Continued 
 
(b) Recurring Fair Value Measurement of Assets and Liabilities - Continued 
 
30 June 2016  Level 1 

$’000 
Level 2 

$’000 
Level 3 

$’000 
Total 
$’000 

Financial Assets and Liabilities Measured at 
   Fair Value 

    

Financial Assets     
Investments Directly Held     
Cash Enhanced Fund 243,172 867,339 0 1,110,511 
     
Investments Indirectly Held     
Unit Trust - Cash 0 1,000 0 1,000 
Unit Trust – Fixed Income 0 246,661 0 246,661 
     
Financial Liabilities     
Investments Directly Held     
Financial Derivatives 100 832 0 932 
     
Financial Assets and Liabilities for which Fair Values 
   are Disclosed 

    

Financial Assets     
Loans and Receivables 0 1,813,980 0 1,813,980 
     
Financial Liabilities     
Interest-Bearing Liabilities 0 5,070,625 0 5,070,625 
Net Assets 243,072 (2,142,477) 0 (1,899,405) 
 
Transfers between Levels 1 and 2 
There were no significant transfers between Level 1 and Level 2 during the year. 
 
(c) Valuation Techniques and Inputs 
 
Quoted market price represents the fair value determined based on quoted prices on active markets for identical 
assets as at the reporting date without any deduction for transaction costs. 
 
The investments in unlisted unit trusts includes domestic cash and fixed income which are not quoted in an 
active market and which may be subject to restrictions on redemptions. 
 
Fair values of these investments are determined by using valuation techniques such as present value techniques, 
comparison to similar instruments for which market observable prices exist and other relevant models used by 
market participants.  These valuation techniques use both observable and unobservable market inputs.  The 
investment manager considers the valuation techniques and inputs used in valuing these units as part of its due 
diligence prior to investing, to ensure they are reasonable and appropriate and therefore the Net Asset Value of 
these units may be used as an input into measuring their fair value.  In measuring this fair value, the Net Asset 
Value of the funds is adjusted, as necessary, to reflect restrictions on redemptions, future commitments, and 
other specific factors of the units trust and fund manager.  Depending on the nature and level of adjustments 
needed to the Net Asset Value and the level of trading in the unit trusts, these investments are classified as 
Level 2. 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.4 Fair Value of Financial Assets and Liabilities - Continued 
 
(c) Valuation Techniques and Inputs - Continued 
 
Fixed income securities are priced daily with reference to the quoted bid price for the securities in the relevant 
active market.  Investments in this asset class are made through unlisted unit trusts that are priced daily with 
distributions received quarterly.  The fair values of fixed interest security units are classified as Level 2. 
 
The fair values of derivative instruments are calculated using quoted prices.  Where such prices are not available, 
a discounted cash flow analysis is performed using the applicable yield curve for the duration of the instruments 
for non optional derivatives, and option pricing models for optional derivatives.  Interest rate swaps are 
measured at the present value of future cash flows estimated and discounted based on the applicable yield 
curves derived from quoted interest rates.  Financial derivatives are classified as either Level 1 or Level 2. 
 
Fair value for loans and receivables and interest bearing liabilities has been determined by reference to 
published price quotations in active markets and applying the appropriate valuation technique for the 
instrument including observable market pricing and discounted cash flow methodology.  The non-performance 
risk as at 30 June 2017 was assessed to be insignificant. 
 
 
10.5 Categorisation of Financial Assets and Liabilities 
 
The accounting classification of each category of financial instruments, for the Territory Banking Account, for 
the years ended 30 June 2017 and 30 June 2016 is as follows: 
 
 
30 June 2017 

 
 
 
 

Note 
No. 

 
 
 

Loans and 
Receivables 

$’000 

 
Financial 
Assets at 

FVTPL 
Designated 

$’000 

Financial 
Assets at 

FVTPL 
Held for 
Trading 

$’000 

Financial 
Liabilities 

at 
Amortised 

Cost 
$’000 

 
 

Total 
Carrying 
Amount 

$’000 
Financial Assets       
Loans and Receivable 6.2 2,173,787 0 0 0 2,173,787 
Financial Assets at FVTPL       
 Directly Held       
  Cash Enhanced Fund 6.3 0 1,144,097 126 0 1,144,223 
 Indirectly Held       
  Fixed Income-Unit Trust 6.3 0 240,044 0 0 240,044 
  Diversified-Unit Trust 6.3 0 28,086 0 0 28,086 
       
Financial Liabilities       
Payables 7.1 0 0 0 31,104 31,104 
Interest-Bearing Liabilities 7.2 0 0 0 5,643,550 5,643,550 
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NOTE 10 FINANCIAL INSTRUMENTS – CONTINUED

10.4 Fair Value of Financial Assets and Liabilities - Continued

(b) Recurring Fair Value Measurement of Assets and Liabilities - Continued

30 June 2016 Level 1
$’000

Level 2
$’000

Level 3
$’000

Total
$’000

Financial Assets and Liabilities Measured at
Fair Value

Financial Assets
Investments Directly Held
Cash Enhanced Fund 243,172 867,339 0 1,110,511

Investments Indirectly Held
Unit Trust - Cash 0 1,000 0 1,000
Unit Trust – Fixed Income 0 246,661 0 246,661

Financial Liabilities
Investments Directly Held
Financial Derivatives 100 832 0 932

Financial Assets and Liabilities for which Fair Values
are Disclosed

Financial Assets
Loans and Receivables 0 1,813,980 0 1,813,980

Financial Liabilities
Interest-Bearing Liabilities 0 5,070,625 0 5,070,625
Net Assets 243,072 (2,142,477) 0 (1,899,405)

Transfers between Levels 1 and 2
There were no significant transfers between Level 1 and Level 2 during the year.

(c) Valuation Techniques and Inputs

Quoted market price represents the fair value determined based on quoted prices on active markets for identical
assets as at the reporting date without any deduction for transaction costs.

The investments in unlisted unit trusts includes domestic cash and fixed income which are not quoted in an
active market and which may be subject to restrictions on redemptions.

Fair values of these investments are determined by using valuation techniques such as present value techniques,
comparison to similar instruments for which market observable prices exist and other relevant models used by
market participants. These valuation techniques use both observable and unobservable market inputs.  The
investment manager considers the valuation techniques and inputs used in valuing these units as part of its due
diligence prior to investing, to ensure they are reasonable and appropriate and therefore the Net Asset Value of
these units may be used as an input into measuring their fair value.  In measuring this fair value, the Net Asset 
Value of the funds is adjusted, as necessary, to reflect restrictions on redemptions, future commitments, and
other specific factors of the units trust and fund manager.  Depending on the nature and level of adjustments
needed to the Net Asset Value and the level of trading in the unit trusts, these investments are classified as
Level 2.

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 

NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 

10.4 Fair Value of Financial Assets and Liabilities - Continued 

(c) Valuation Techniques and Inputs - Continued

Fixed income securities are priced daily with reference to the quoted bid price for the securities in the relevant 
active market.  Investments in this asset class are made through unlisted unit trusts that are priced daily with 
distributions received quarterly.  The fair values of fixed interest security units are classified as Level 2. 

The fair values of derivative instruments are calculated using quoted prices.  Where such prices are not available, 
a discounted cash flow analysis is performed using the applicable yield curve for the duration of the instruments 
for non optional derivatives, and option pricing models for optional derivatives.  Interest rate swaps are 
measured at the present value of future cash flows estimated and discounted based on the applicable yield 
curves derived from quoted interest rates.  Financial derivatives are classified as either Level 1 or Level 2. 

Fair value for loans and receivables and interest bearing liabilities has been determined by reference to 
published price quotations in active markets and applying the appropriate valuation technique for the 
instrument including observable market pricing and discounted cash flow methodology.  The non-performance 
risk as at 30 June 2017 was assessed to be insignificant. 

10.5 Categorisation of Financial Assets and Liabilities 

The accounting classification of each category of financial instruments, for the Territory Banking Account, for 
the years ended 30 June 2017 and 30 June 2016 is as follows: 

30 June 2017 

Note 
No. 

Loans and 
Receivables 

$’000 

Financial 
Assets at 

FVTPL 
Designated 

$’000 

Financial 
Assets at 

FVTPL 
Held for 
Trading 

$’000 

Financial 
Liabilities 

at 
Amortised 

Cost 
$’000 

Total 
Carrying 
Amount 

$’000 
Financial Assets 
Loans and Receivable 6.2 2,173,787 0 0 0 2,173,787 
Financial Assets at FVTPL 
 Directly Held 
  Cash Enhanced Fund 6.3 0 1,144,097 126 0 1,144,223 
 Indirectly Held 
 Fixed Income-Unit Trust 6.3 0 240,044 0 0 240,044 

  Diversified-Unit Trust 6.3 0 28,086 0 0 28,086 

Financial Liabilities 
Payables 7.1 0 0 0 31,104 31,104 
Interest-Bearing Liabilities 7.2 0 0 0 5,643,550 5,643,550 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.5 Categorisation of Financial Assets and Liabilities - Continued 
 
 
30 June 2016 

 
 
 
 

Note 
No. 

 
 
 

Loans and 
Receivables 

$’000 

 
Financial 
Assets at 

FVTPL 
Designated 

$’000 

Financial 
Assets at 

FVTPL 
Held for 
Trading 

$’000 

Financial 
Liabilities 

at 
Amortised 

Cost 
$’000 

 
 

Total 
Carrying 
Amount 

$’000 
Financial Assets       
Loans and Receivable 6.2 2,099,094 0 0 0 2,099,094 
Financial Assets at FVTPL       
 Directly Held       
  Cash Enhanced Fund 6.3 0 1,139,670 932 0 1,140,602 
 Indirectly Held       
  Cash Fund Unit Trust 6.3 0 1,001 0 0 1,001 
  Fixed Income Unit Trust 6.3 0 246,872 0 0 246,872 
       
Financial Liabilities       
Payables 7.1 0 0 0 40,384 40,384 
Interest-Bearing Liabilities 7.2 0 0 0 5,594,569 5,594,569 
       
 
 
NOTE 11  AUDITOR’S REMUNERATION 
 
The ACT Audit Office performs the audit for the Territory Banking Account's financial statements.  No other 
services are provided.  Payment for auditors' remuneration is made by the Chief Minister, Treasury and 
Economic Development Directorate (2016-17: $44,457 and 2015-16: $42,829). 
 
 
NOTE 12  RELATED PARTY DISCLOSURES 
 
A related party is a person that controls or has significant influence over the reporting entity, or is a member of 
the Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
member and entities in which the KMP and/or their close family members individually or jointly have controlling 
interest. 
 
KMP are those persons having authority and responsibility for planning, directing and controlling the activities 
of the Territory Banking Account, directly or indirectly. 
 
KMP of the Territory Banking Account are the Portfolio Minister and certain members of the Senior Management 
Team. 
 
The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government 
and therefore related parties of Territory Banking Account. 
 
This note does not include typical citizen transactions between the KMP and the Territory Banking Account that 
occur on terms and conditions no different to those applying to the general public. 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
 
NOTE 12  RELATED PARTY DISCLOSURES – CONTINUED 
 
(A) CONTROLLING ENTITY  
The Territory Banking Account is an ACT Government controlled entity. 
 
(B) KEY MANAGEMENT PERSONNEL 
 
B.1  Compensation of Key Management Personnel 
Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 
 
The members of the senior management team who are KMP of the Territory Banking Account are employees of 
Chief Minister, Treasury and Economic Development Directorate and are compensated by the  Chief Minister, 
Treasury and Economic Development Directorate. 
 
Compensation by the Territory Banking Account to its KMP is NIL. 
 
B.2  Transactions with Key Management Personnel  
There were no transactions with KMP that were material to the financial statements of the Territory Banking 
Account. 
 
B.3  Transactions with parties related to Key Management Personnel  
There were no transactions with parties related KMP that were material to the financial statements of the 
Territory Banking Account. 
 
(C) TRANSACTIONS WITH OTHER ACT GOVERNMENT CONTROLLED ENTITIES 
All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Territory Banking Account. 



   131

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
NOTE 10  FINANCIAL INSTRUMENTS – CONTINUED 
 
10.5 Categorisation of Financial Assets and Liabilities - Continued 
 
 
30 June 2016 

 
 
 
 

Note 
No. 

 
 
 

Loans and 
Receivables 

$’000 

 
Financial 
Assets at 

FVTPL 
Designated 

$’000 

Financial 
Assets at 

FVTPL 
Held for 
Trading 

$’000 

Financial 
Liabilities 

at 
Amortised 

Cost 
$’000 

 
 

Total 
Carrying 
Amount 

$’000 
Financial Assets       
Loans and Receivable 6.2 2,099,094 0 0 0 2,099,094 
Financial Assets at FVTPL       
 Directly Held       
  Cash Enhanced Fund 6.3 0 1,139,670 932 0 1,140,602 
 Indirectly Held       
  Cash Fund Unit Trust 6.3 0 1,001 0 0 1,001 
  Fixed Income Unit Trust 6.3 0 246,872 0 0 246,872 
       
Financial Liabilities       
Payables 7.1 0 0 0 40,384 40,384 
Interest-Bearing Liabilities 7.2 0 0 0 5,594,569 5,594,569 
       
 
 
NOTE 11  AUDITOR’S REMUNERATION 
 
The ACT Audit Office performs the audit for the Territory Banking Account's financial statements.  No other 
services are provided.  Payment for auditors' remuneration is made by the Chief Minister, Treasury and 
Economic Development Directorate (2016-17: $44,457 and 2015-16: $42,829). 
 
 
NOTE 12  RELATED PARTY DISCLOSURES 
 
A related party is a person that controls or has significant influence over the reporting entity, or is a member of 
the Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
member and entities in which the KMP and/or their close family members individually or jointly have controlling 
interest. 
 
KMP are those persons having authority and responsibility for planning, directing and controlling the activities 
of the Territory Banking Account, directly or indirectly. 
 
KMP of the Territory Banking Account are the Portfolio Minister and certain members of the Senior Management 
Team. 
 
The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government 
and therefore related parties of Territory Banking Account. 
 
This note does not include typical citizen transactions between the KMP and the Territory Banking Account that 
occur on terms and conditions no different to those applying to the general public. 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
 
NOTE 12  RELATED PARTY DISCLOSURES – CONTINUED 
 
(A) CONTROLLING ENTITY  
The Territory Banking Account is an ACT Government controlled entity. 
 
(B) KEY MANAGEMENT PERSONNEL 
 
B.1  Compensation of Key Management Personnel 
Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 
 
The members of the senior management team who are KMP of the Territory Banking Account are employees of 
Chief Minister, Treasury and Economic Development Directorate and are compensated by the  Chief Minister, 
Treasury and Economic Development Directorate. 
 
Compensation by the Territory Banking Account to its KMP is NIL. 
 
B.2  Transactions with Key Management Personnel  
There were no transactions with KMP that were material to the financial statements of the Territory Banking 
Account. 
 
B.3  Transactions with parties related to Key Management Personnel  
There were no transactions with parties related KMP that were material to the financial statements of the 
Territory Banking Account. 
 
(C) TRANSACTIONS WITH OTHER ACT GOVERNMENT CONTROLLED ENTITIES 
All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Territory Banking Account. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 

APPENDIX A – BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS 
 
2.1 Legislative Requirement 
 
The Financial Management Act 1996 (FMA) requires the preparation of annual financial statements for 
ACT Government agencies.  The FMA and the Financial Management Guidelines issued under the Act, requires 
the Territory Banking Account’s financial statements to include: 
 

(i) A Statement of Income and Expenses on Behalf of the Territory for the year; 
(ii) A Statement of Assets and Liabilities on Behalf of the Territory at the end of the year; 
(iii) A Statement of Changes in Equity on Behalf of the Territory for the year; 
(iv) A Cash Flow Statement on Behalf of the Territory for the year; 
(v) The significant accounting policies adopted for the year; and 
(vi) Such other statements as are necessary to fairly reflect the financial operations of the Territory Banking 

Account during the year and its financial position at the end of the year. 
 
These general-purpose financial statements have been prepared to comply with ‘Australian Accounting 
Standards as required by the FMA.  Accordingly, these financial statements have been prepared in accordance 
with: 
 

(i) Australian Accounting Standards; and 
(ii) ACT Accounting and Disclosure Policies. 

 
2.2 Accrual Accounting 
 
The financial statements have been prepared using the accrual basis of accounting which recognises the effects 
of transactions and events when they occur.  The financial statements have also been prepared according to the 
historical cost convention and valuation policies applicable to the Territory Banking Account during the reporting 
period.  
 
2.3 Currency  
 
These financial statements are presented in Australian dollars, which is the Territory Banking Account’s 
functional currency.   
 
Functional and Presentation Currency 
Items included in the Territory Banking Account’s financial statements are measured using the Australian dollar, 
being the currency of the primary economic environment in which it operates (the ‘functional currency’).  
 
Transactions and Balances 
Foreign currency transactions during the period are brought to account using the exchange rate in effect at the 
date of the transaction.  Holdings of foreign currencies and securities at reporting date are translated at the 
closing exchange rate as of the reporting date.  Translation differences are reflected as unrealised gains and 
losses in the Statement of Income and Expenses on Behalf of the Territory. 
 
2.4 Individual Reporting Entity 
 
The Territory Banking Account is prescribed as a Directorate under the FMA and is an individual reporting entity. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 

APPENDIX A – BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS 

2.1 Legislative Requirement 

The Financial Management Act 1996 (FMA) requires the preparation of annual financial statements for 
ACT Government agencies.  The FMA and the Financial Management Guidelines issued under the Act, requires 
the Territory Banking Account’s financial statements to include: 

(i) A Statement of Income and Expenses on Behalf of the Territory for the year;
(ii) A Statement of Assets and Liabilities on Behalf of the Territory at the end of the year;
(iii) A Statement of Changes in Equity on Behalf of the Territory for the year;
(iv) A Cash Flow Statement on Behalf of the Territory for the year;
(v) The significant accounting policies adopted for the year; and
(vi) Such other statements as are necessary to fairly reflect the financial operations of the Territory Banking 

Account during the year and its financial position at the end of the year.

These general-purpose financial statements have been prepared to comply with ‘Australian Accounting 
Standards as required by the FMA.  Accordingly, these financial statements have been prepared in accordance 
with: 

(i) Australian Accounting Standards; and
(ii) ACT Accounting and Disclosure Policies.

2.2 Accrual Accounting

The financial statements have been prepared using the accrual basis of accounting which recognises the effects 
of transactions and events when they occur.  The financial statements have also been prepared according to the 
historical cost convention and valuation policies applicable to the Territory Banking Account during the reporting 
period.  

2.3 Currency  

These financial statements are presented in Australian dollars, which is the Territory Banking Account’s 
functional currency.   

Functional and Presentation Currency 
Items included in the Territory Banking Account’s financial statements are measured using the Australian dollar, 
being the currency of the primary economic environment in which it operates (the ‘functional currency’).  

Transactions and Balances 
Foreign currency transactions during the period are brought to account using the exchange rate in effect at the 
date of the transaction.  Holdings of foreign currencies and securities at reporting date are translated at the 
closing exchange rate as of the reporting date.  Translation differences are reflected as unrealised gains and 
losses in the Statement of Income and Expenses on Behalf of the Territory. 

2.4 Individual Reporting Entity 

The Territory Banking Account is prescribed as a Directorate under the FMA and is an individual reporting entity. 
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Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 

APPENDIX A – BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS - CONTINUED 

2.5 Territorial Items 

The Chief Minister, Treasury and Economic Development Directorate produces Territorial financial statements 
for the Territory Banking Account.  The Territorial financial statements include income, expenses, assets and 
liabilities that the Chief Minister, Treasury and Economic Development Directorate administers on behalf of the 
Territory, but does not control. 

2.6 The Reporting Period 

These financial statements state the financial performance, changes in equity and cash flows of the Territory 
Banking Account for the year ending 30 June 2017 and the financial position of the Territory Banking Account at 
30 June 2017. 

2.7 Comparative Figures 

Budget Figures 
To facilitate a comparison with the Budget Papers, as required by the FMA, budget information for 2016-17 has 
been presented in the financial statements.  Budget numbers in the financial statements are the original budget 
numbers that appear in the Budget Papers. 

Prior Year Comparatives 
Comparative information has been disclosed in respect of the previous period for amounts reported in the 
financial statements, except where an Australian Accounting Standard does not require comparative 
information to be disclosed.  Where the presentation or classification of items in the financial statements is 
amended, the comparative amounts have been reclassified where practical.  Where a reclassification has 
occurred, the nature, amount and reason for the reclassification is provided. 

2.8 Rounding 

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000) and may not 
add due to rounding.   

2.9 Going Concern 

At 30 June 2017, Territory Banking Account’s liabilities ($5.675 billion) exceed its assets ($3.935 billion) by 
$1.740 billion ($1.920 billion at 30 June 2016).  This is due to the Territory Banking Account reporting total 
Territory borrowings with the assets backing these liabilities being reported in other Territory agency financial 
statements.  Accordingly, the net asset position of the Territory Banking Account for any period should be viewed 
in combination with the total Territory's consolidated net financial position.  The Territory Banking Account has 
the support of the annual budget and provisions of the FMA to continue to meet its financial obligations.  Refer 
also to Note 10.3: ‘Liquidity Risk’.  

Territory Banking Account
Notes to and Forming Part of the Financial Statements

For the Year Ended 30 June 2017

APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES  

SIGNIFICANT ACCOUNTING POLICIES – INCOME ADMINISTERED ON BEHALF OF THE TERRITORY

2.10 Revenue Recognition

Revenue is recognised at the fair value of the consideration received or receivable in the Statement of Income
and Expenses on Behalf of the Territory.

Interest
Interest revenue is recognised using the effective interest method.

Distribution Income
Distribution income is recognised when the Territory Banking Account’s right to receive payment is established.

Gains on Investments at Fair Value through Profit and Loss
Gains or losses on financial assets held at Fair Value through Profit or Loss consist of realised and unrealised
amounts.  Gains or losses resulting from changes in the fair value of an investment are included in the Statement
of Income and Expenses on Behalf of the Territory in the period in which they arise.

Transfer Revenue
Transfers from ACT Government agencies relates to territorial revenue such as grants, rates, taxes, fees and
fines collected initially by other ACT Government agencies on behalf of the Territory prior to being transferred
to the Territory Banking Account.  This revenue is recognised when it is probable that the economic benefits will
flow to the Territory Banking Account.  This is usually when the collecting agency recognises a transfer expense.

Other Income
This income mainly relates to employer superannuation contributions paid to the Territory Banking Account.
ACT Government agencies receive funding for superannuation payments as part of the Controlled Recurrent
Payments. The agency then makes payments on a fortnightly basis to the Territory Banking Account to cover
the agency’s superannuation liability for employees who are members of the Commonwealth Superannuation
Scheme (CSS) and the Public Sector Superannuation Scheme (PSS).  It is recognised as it is received for the period
to which it relates.

SIGNIFICANT ACCOUNTING POLICIES – EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY

2.11 Interest Expenses (refer Note 5.2)

Borrowing costs are expensed as incurred.

SIGNIFICANT ACCOUNTING POLICIES – ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY

2.12 Assets - Current and Non-Current (refer Notes 6.1, 6.2 and 6.3)

Assets classified as current or non-current in the Statement of Assets and Liabilities on Behalf of the Territory
and relevant notes. Assets are classified as current where they are expected to be realised within 12 months
after the reporting date.  Assets, which do not fall within the current classification, are classified as non-
current.
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Territory Banking Account
Notes to and Forming Part of the Financial Statements

For the Year Ended 30 June 2017

APPENDIX A – BASIS OF PREPARATION OF THE FINANCIAL STATEMENTS - CONTINUED

2.5 Territorial Items

The Chief Minister, Treasury and Economic Development Directorate produces Territorial financial statements
for the Territory Banking Account.  The Territorial financial statements include income, expenses, assets and
liabilities that the Chief Minister, Treasury and Economic Development Directorate administers on behalf of the
Territory, but does not control.

2.6 The Reporting Period

These financial statements state the financial performance, changes in equity and cash flows of the Territory
Banking Account for the year ending 30 June 2017 and the financial position of the Territory Banking Account at
30 June 2017.

2.7 Comparative Figures

Budget Figures
To facilitate a comparison with the Budget Papers, as required by the FMA, budget information for 2016-17 has
been presented in the financial statements. Budget numbers in the financial statements are the original budget 
numbers that appear in the Budget Papers.

Prior Year Comparatives
Comparative information has been disclosed in respect of the previous period for amounts reported in the
financial statements, except where an Australian Accounting Standard does not require comparative
information to be disclosed.  Where the presentation or classification of items in the financial statements is
amended, the comparative amounts have been reclassified where practical.  Where a reclassification has
occurred, the nature, amount and reason for the reclassification is provided.

2.8 Rounding

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000) and may not 
add due to rounding.

2.9 Going Concern

At 30 June 2017, Territory Banking Account’s liabilities ($5.675 billion) exceed its assets ($3.935 billion) by
$1.740 billion ($1.920 billion at 30 June 2016).  This is due to the Territory Banking Account reporting total
Territory borrowings with the assets backing these liabilities being reported in other Territory agency financial
statements.  Accordingly, the net asset position of the Territory Banking Account for any period should be viewed
in combination with the total Territory's consolidated net financial position. The Territory Banking Account has 
the support of the annual budget and provisions of the FMA to continue to meet its financial obligations. Refer
also to Note 10.3: ‘Liquidity Risk’. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES  

SIGNIFICANT ACCOUNTING POLICIES – INCOME ADMINISTERED ON BEHALF OF THE TERRITORY 

2.10 Revenue Recognition 

Revenue is recognised at the fair value of the consideration received or receivable in the Statement of Income 
and Expenses on Behalf of the Territory. 

Interest 
Interest revenue is recognised using the effective interest method. 

Distribution Income  
Distribution income is recognised when the Territory Banking Account’s right to receive payment is established. 

Gains on Investments at Fair Value through Profit and Loss 
Gains or losses on financial assets held at Fair Value through Profit or Loss consist of realised and unrealised 
amounts.  Gains or losses resulting from changes in the fair value of an investment are included in the Statement 
of Income and Expenses on Behalf of the Territory in the period in which they arise. 

Transfer Revenue 
Transfers from ACT Government agencies relates to territorial revenue such as grants, rates, taxes, fees and 
fines collected initially by other ACT Government agencies on behalf of the Territory prior to being transferred 
to the Territory Banking Account.  This revenue is recognised when it is probable that the economic benefits will 
flow to the Territory Banking Account.  This is usually when the collecting agency recognises a transfer expense. 

Other Income 
This income mainly relates to employer superannuation contributions paid to the Territory Banking Account.  
ACT Government agencies receive funding for superannuation payments as part of the Controlled Recurrent 
Payments.  The agency then makes payments on a fortnightly basis to the Territory Banking Account to cover 
the agency’s superannuation liability for employees who are members of the Commonwealth Superannuation 
Scheme (CSS) and the Public Sector Superannuation Scheme (PSS).  It is recognised as it is received for the period 
to which it relates. 

SIGNIFICANT ACCOUNTING POLICIES – EXPENSES ADMINISTERED ON BEHALF OF THE TERRITORY 

2.11 Interest Expenses (refer Note 5.2) 

Borrowing costs are expensed as incurred. 

SIGNIFICANT ACCOUNTING POLICIES – ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY 

2.12 Assets - Current and Non-Current (refer Notes 6.1, 6.2 and 6.3) 

Assets classified as current or non-current in the Statement of Assets and Liabilities on Behalf of the Territory 
and relevant notes.  Assets are classified as current where they are expected to be realised within 12 months 
after the reporting date.  Assets, which do not fall within the current classification, are classified as non-
current. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 
SIGNIFICANT ACCOUNTING POLICIES – ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY – CONTINUED 
 
2.13 Significant Accounting Judgement and Estimates - Fair Value of Financial Instruments 
 
When the fair values of financial assets and financial liabilities recorded in the Statement of Assets and Liabilities 
on Behalf of the Territory cannot be derived from active markets, their fair value is determined using a variety 
of valuation techniques that include the use of valuation models. 
 
The inputs to these models are taken from observable markets where possible, but where this is not feasible, 
estimation is required in establishing fair values.  Changes in assumptions could affect the reported fair value of 
financial instruments in the Statement of Assets and Liabilities on Behalf of the Territory and the level where the 
instruments are disclosed in the Fair Value Hierarchy.  The models are tested for validity by calibrating to prices 
from any observable current market transactions in the same instrument (without modification) when available. 
 
The Territory Banking Account considers the valuation techniques and inputs used in valuing unlisted unit trust 
investments to ensure they are reasonable and appropriate prior to investing and therefore the Net Asset Value 
of these investments may be used as an input into measuring their fair value.  In measuring this fair value the 
Net Asset Value of the investments is adjusted, as necessary, to reflect any private equity stock restrictions on 
redemptions, future commitments, and other specific factors of the investment and fund manager. 
 
2.14 Cash and Cash Equivalents (refer Note 6.1) 
 
For the purpose of the Cash Flow Statement on Behalf of the Territory and the Statement of Assets and Liabilities 
on Behalf of the Territory, cash means deposits held at call with the Territory’s transaction bank.   
 
2.15 Loans and Receivables (refer Note 6.2) 
 
Receivables are initially recognised at fair value and are subsequently measured at amortised cost, with any 
adjustments to the carrying amount being recorded in the Statement of Income and Expenses on behalf of the 
Territory.   
 
Receivables may include interest owing from ACT Government agencies, accrued investment revenue (interest 
and unit trust distributions) and other transfer revenues.  Interest, dividends and unit trust distributions are 
accrued when the right to receive payment is established.  Amounts are generally received within 30 days of 
being recorded as receivables.  Other accrued revenue and receivables comprises accrued transfer revenue or 
any residual revenues and receivables owing by any ACT Government agencies. 
 
The allowance for impairment losses represents the amount of trade receivables and other trade receivables 
the Territory Banking Account estimates will not be repaid.  The allowance for impairment losses is based on 
objective evidence and a review of overdue balances.  Territory Banking Account considers the following is 
objective evidence of impairment:  
 

(i) becoming aware of financial difficulties of debtors;  
(ii) default payments; or 
(iii) debts more than 90 days overdue. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.15 Loans and Receivables (refer Note 6.2) - Continued 
 
The amount of the allowance is recognised in the Statement of Income and Expenses on Behalf of the Territory.  
The allowance for impairment losses are written off against the allowance account when the Territory Banking 
Account ceases action to collect the debt or when the cost to recover debt is more than the debt is worth. 
 
Loans to ACT Government agencies are not quoted in an active market and are not entered into with the 
intention of immediate or short-term resale.  These classes of assets are held to maturity.  Loans to 
ACT Government agencies are measured initially at fair value and subsequently amortised using the effective 
interest rate method, less impairment losses if any.  The assessment of impairment for loans and receivables is 
based around the credit worthiness of the counterparty and their ability to meet their financial obligations.   
 
When an ACT Government agency is the counterparty to a loan or receivable, a review is performed against the 
latest published budget estimates for any indication of impairment or write-offs.  When the counterparty for a 
particular loan or receivable is a non-ACT Government agency, an assessment is made as to whether there is 
objective evidence of impairment, or collectively for financial assets not considered individually significant.  
Assessment for impairment on loans and receivables can also be performed on a group of financial assets with 
similar credit risk characteristics.  If there is objective evidence that an impairment loss has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows (excluding future expected credit losses that have not yet been incurred) discounted 
at the financial asset’s original effective interest rate.  The carrying amount of the asset is reduced through the 
use of an allowance account and the amount of the loss is recognised in the Statement of Income and Expenses 
on Behalf of the Territory.  Interest income continues to be accrued based on the original effective interest rate 
of that asset. 
 
At 30 June 2017, it has been assessed that there is no objective evidence that the loans and receivables of the 
Territory Banking Account are impaired. 
 
Significant Accounting Judgements and Estimates – Allowance for Impairment Losses 
The Territory Banking Account has made a significant estimate in the calculation of the allowance for impairment 
losses for receivables in the Territorial Financial Statements.  This significant estimate is based on a number of 
categorisations of receivables.  These categorisations are considered by management to be appropriate and 
accurate, based upon the pattern demonstrated in collecting receivables in the past financial years.  The 
categorisations are associated with accounts in bankruptcy, unpaid objections and past write-offs. 
 
 
2.16 Taxation 
 
The Territory Banking Account is not subject to income tax or income tax equivalents, but is subject to the Goods 
and Services Tax and Fringe Benefits Tax. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES - CONTINUED 
 
SIGNIFICANT ACCOUNTING POLICIES – ASSETS ADMINISTERED ON BEHALF OF THE TERRITORY – CONTINUED 
 
2.13 Significant Accounting Judgement and Estimates - Fair Value of Financial Instruments 
 
When the fair values of financial assets and financial liabilities recorded in the Statement of Assets and Liabilities 
on Behalf of the Territory cannot be derived from active markets, their fair value is determined using a variety 
of valuation techniques that include the use of valuation models. 
 
The inputs to these models are taken from observable markets where possible, but where this is not feasible, 
estimation is required in establishing fair values.  Changes in assumptions could affect the reported fair value of 
financial instruments in the Statement of Assets and Liabilities on Behalf of the Territory and the level where the 
instruments are disclosed in the Fair Value Hierarchy.  The models are tested for validity by calibrating to prices 
from any observable current market transactions in the same instrument (without modification) when available. 
 
The Territory Banking Account considers the valuation techniques and inputs used in valuing unlisted unit trust 
investments to ensure they are reasonable and appropriate prior to investing and therefore the Net Asset Value 
of these investments may be used as an input into measuring their fair value.  In measuring this fair value the 
Net Asset Value of the investments is adjusted, as necessary, to reflect any private equity stock restrictions on 
redemptions, future commitments, and other specific factors of the investment and fund manager. 
 
2.14 Cash and Cash Equivalents (refer Note 6.1) 
 
For the purpose of the Cash Flow Statement on Behalf of the Territory and the Statement of Assets and Liabilities 
on Behalf of the Territory, cash means deposits held at call with the Territory’s transaction bank.   
 
2.15 Loans and Receivables (refer Note 6.2) 
 
Receivables are initially recognised at fair value and are subsequently measured at amortised cost, with any 
adjustments to the carrying amount being recorded in the Statement of Income and Expenses on behalf of the 
Territory.   
 
Receivables may include interest owing from ACT Government agencies, accrued investment revenue (interest 
and unit trust distributions) and other transfer revenues.  Interest, dividends and unit trust distributions are 
accrued when the right to receive payment is established.  Amounts are generally received within 30 days of 
being recorded as receivables.  Other accrued revenue and receivables comprises accrued transfer revenue or 
any residual revenues and receivables owing by any ACT Government agencies. 
 
The allowance for impairment losses represents the amount of trade receivables and other trade receivables 
the Territory Banking Account estimates will not be repaid.  The allowance for impairment losses is based on 
objective evidence and a review of overdue balances.  Territory Banking Account considers the following is 
objective evidence of impairment:  
 

(i) becoming aware of financial difficulties of debtors;  
(ii) default payments; or 
(iii) debts more than 90 days overdue. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.15 Loans and Receivables (refer Note 6.2) - Continued 
 
The amount of the allowance is recognised in the Statement of Income and Expenses on Behalf of the Territory.  
The allowance for impairment losses are written off against the allowance account when the Territory Banking 
Account ceases action to collect the debt or when the cost to recover debt is more than the debt is worth. 
 
Loans to ACT Government agencies are not quoted in an active market and are not entered into with the 
intention of immediate or short-term resale.  These classes of assets are held to maturity.  Loans to 
ACT Government agencies are measured initially at fair value and subsequently amortised using the effective 
interest rate method, less impairment losses if any.  The assessment of impairment for loans and receivables is 
based around the credit worthiness of the counterparty and their ability to meet their financial obligations.   
 
When an ACT Government agency is the counterparty to a loan or receivable, a review is performed against the 
latest published budget estimates for any indication of impairment or write-offs.  When the counterparty for a 
particular loan or receivable is a non-ACT Government agency, an assessment is made as to whether there is 
objective evidence of impairment, or collectively for financial assets not considered individually significant.  
Assessment for impairment on loans and receivables can also be performed on a group of financial assets with 
similar credit risk characteristics.  If there is objective evidence that an impairment loss has been incurred, the 
amount of the loss is measured as the difference between the asset’s carrying amount and the present value of 
estimated future cash flows (excluding future expected credit losses that have not yet been incurred) discounted 
at the financial asset’s original effective interest rate.  The carrying amount of the asset is reduced through the 
use of an allowance account and the amount of the loss is recognised in the Statement of Income and Expenses 
on Behalf of the Territory.  Interest income continues to be accrued based on the original effective interest rate 
of that asset. 
 
At 30 June 2017, it has been assessed that there is no objective evidence that the loans and receivables of the 
Territory Banking Account are impaired. 
 
Significant Accounting Judgements and Estimates – Allowance for Impairment Losses 
The Territory Banking Account has made a significant estimate in the calculation of the allowance for impairment 
losses for receivables in the Territorial Financial Statements.  This significant estimate is based on a number of 
categorisations of receivables.  These categorisations are considered by management to be appropriate and 
accurate, based upon the pattern demonstrated in collecting receivables in the past financial years.  The 
categorisations are associated with accounts in bankruptcy, unpaid objections and past write-offs. 
 
 
2.16 Taxation 
 
The Territory Banking Account is not subject to income tax or income tax equivalents, but is subject to the Goods 
and Services Tax and Fringe Benefits Tax. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.17 Investments (refer Note 6.3) 
 
Investment assets of the Territory Banking Account represent the cash and investment holdings of the Territory 
Banking Account and ACT Government agency deposits as at reporting date.  The level of cash held and invested, 
is subject to the combination of the short term daily cash needs and the medium to long term requirements of 
the Territory Banking Account and ACT Government agencies. 
 
The Chief Minister, Treasury and Economic Development Directorate manages the financial investment assets 
in accordance with an asset allocation that takes into account the risk and return objectives of the Territory and 
the time horizon of the Territory's cash flow requirements.  The investment portfolio is diversified across a range 
of asset classes subject to the underlying agency investment strategy. 
 
The combination of investment classes is designed to achieve the maximum return within the allowable risk 
tolerances and liquidity needs of the Territory. 
 
External asset class specific institutional investment managers are appointed to manage the Territory’s financial 
investment assets accounted for in the Territory Banking Account.  These assets are managed: 
 

(i) directly through an actively-managed strategy using a separate discrete mandate (Territory directly 
owns the securities) where the investment manager aims to outperform the relevant performance 
benchmark index (gross of fees); or 
 

(ii) indirectly through an actively-managed or passively-managed index strategy using unlisted pooled unit 
trusts where the investment manager either aims to outperform the relevant performance benchmark 
index or match the relevant performance benchmark index. 

 
The Financial Management Investment Guidelines 2015, prescribe the allowable investments for the Territory 
Banking Account in accordance with section 38(1)(e) of the FMA.  The guidelines also require that investments 
may only be made in accordance with an Investment Plan and a Responsible Investment Policy approved by the 
Treasurer.  These legislative provisions are reflected in the investment management agreements with 
investment managers as relevant. 
 
The Territory Banking Account investments are classified as at Fair Value through Profit or Loss. They comprise: 
 

(i) Financial instruments designated at Fair Value through Profit or Loss upon initial recognition. 
These are managed and their performance evaluated on a fair value basis in accordance with the 
Territory Banking Account investment strategy.   
 

(ii) Financial instruments held for trading. 
Derivative financial instruments are included under this classification.  The Territory Banking Account 
does not designate any derivatives as hedges in a hedging relationship. 

 
Recognition/De-recognition of Investments 
The Territory Banking Account recognises financial assets and financial liabilities at fair value on the date it 
becomes party to the contractual agreement (trade date).  Subsequent to initial measurement, investments held 
through Fair Value through Profit or Loss are re-measured to fair value with changes in their fair value 
(gains/loss) recognised in the Statement of Income and Expenses on behalf of the Territory.  Interest, dividends 
and distributions earned on these investments are recorded separately in interest, dividend and distribution 
revenue.  Investments are derecognised when the obligation specified in the contract is discharged or cancelled, 
transferred, or expired.  Transaction costs for such investments are recognised directly in the Statement of 
Income and Expenses on behalf of the Territory.  
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.17 Investments (refer Note 6.3) - Continued 
 
Determination of Fair Value 
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.  The principal or the most advantageous market must be accessible to the Territory Banking 
Account. 
 
The fair value of an asset or a liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best interest.  The 
fair value for investments traded in active markets at the reporting date is based on the most representative 
price within the bid-ask spread, without any deduction for transaction costs.  Securities defined in these accounts 
as ‘listed’ are traded in an active market.  
 
For all other investments not traded in an active market, the fair value is determined by using valuation 
techniques deemed to be appropriate in the circumstances.  Valuation techniques include the market approach 
by using recent arm’s length market transactions adjusted as necessary and referenced to the current market 
value of another instrument that is substantially the same and the income approach through using discounted 
cash flow analysis and option pricing models making as much use of available and supportable market data as 
possible.   
 
For assets and liabilities that are recognised in the financial statements on a recurring basis, it is determined 
whether transfers have occurred between levels in the Fair Value Hierarchy by re-assessing the categorisation 
(based on the lowest level input that is significant to the fair value measurement as a whole) at the beginning of 
each reporting period. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised 
within the Fair Value Hierarchy, described under Note 10.5: ‘Categorisation of Financial Assets and Liabilities’, 
based on the lowest level input that is significant to the fair value measurement as a whole.  
 
2.18 Derivative Instruments 
 
Derivative Instruments are a prescribed investment within the Financial Management Investment 
Guidelines 2015 and are used for maximising the efficiencies within the investment portfolio in the pursuit of 
the investment objectives, optimising transaction flows, as well as the protection of the investments by 
minimising adverse effects of a range of financial market risks. 
 
The investments held in discrete mandate strategies and pooled unit trust include exposure to futures, options, 
forward rate agreements and swaps, where the derivatives are held to gain underlying market exposure or to 
manage financial risks.   
 
Derivative financial instruments are initially recognised at fair value on trade date, namely when the derivative 
contract is entered into, and are subsequently remeasured to fair value.  Any gains or losses arising from changes 
in the fair value of derivatives are recognised in the Statement of Income and Expenses on Behalf of the Territory 
for the year under the classification of gains or (losses) on financial assets at Fair Value through Profit or Loss.  
The fair values of derivative instruments are calculated utilising listed market prices if available.  If listed market 
prices are not available for derivative instruments, the price utilised may be sourced from a vendor, an 
investment manager or counterparty. 
 
The fair value of directly held derivative instruments is disclosed in Note 6.3: ‘Investments’. 
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.17 Investments (refer Note 6.3) 
 
Investment assets of the Territory Banking Account represent the cash and investment holdings of the Territory 
Banking Account and ACT Government agency deposits as at reporting date.  The level of cash held and invested, 
is subject to the combination of the short term daily cash needs and the medium to long term requirements of 
the Territory Banking Account and ACT Government agencies. 
 
The Chief Minister, Treasury and Economic Development Directorate manages the financial investment assets 
in accordance with an asset allocation that takes into account the risk and return objectives of the Territory and 
the time horizon of the Territory's cash flow requirements.  The investment portfolio is diversified across a range 
of asset classes subject to the underlying agency investment strategy. 
 
The combination of investment classes is designed to achieve the maximum return within the allowable risk 
tolerances and liquidity needs of the Territory. 
 
External asset class specific institutional investment managers are appointed to manage the Territory’s financial 
investment assets accounted for in the Territory Banking Account.  These assets are managed: 
 

(i) directly through an actively-managed strategy using a separate discrete mandate (Territory directly 
owns the securities) where the investment manager aims to outperform the relevant performance 
benchmark index (gross of fees); or 
 

(ii) indirectly through an actively-managed or passively-managed index strategy using unlisted pooled unit 
trusts where the investment manager either aims to outperform the relevant performance benchmark 
index or match the relevant performance benchmark index. 

 
The Financial Management Investment Guidelines 2015, prescribe the allowable investments for the Territory 
Banking Account in accordance with section 38(1)(e) of the FMA.  The guidelines also require that investments 
may only be made in accordance with an Investment Plan and a Responsible Investment Policy approved by the 
Treasurer.  These legislative provisions are reflected in the investment management agreements with 
investment managers as relevant. 
 
The Territory Banking Account investments are classified as at Fair Value through Profit or Loss. They comprise: 
 

(i) Financial instruments designated at Fair Value through Profit or Loss upon initial recognition. 
These are managed and their performance evaluated on a fair value basis in accordance with the 
Territory Banking Account investment strategy.   
 

(ii) Financial instruments held for trading. 
Derivative financial instruments are included under this classification.  The Territory Banking Account 
does not designate any derivatives as hedges in a hedging relationship. 

 
Recognition/De-recognition of Investments 
The Territory Banking Account recognises financial assets and financial liabilities at fair value on the date it 
becomes party to the contractual agreement (trade date).  Subsequent to initial measurement, investments held 
through Fair Value through Profit or Loss are re-measured to fair value with changes in their fair value 
(gains/loss) recognised in the Statement of Income and Expenses on behalf of the Territory.  Interest, dividends 
and distributions earned on these investments are recorded separately in interest, dividend and distribution 
revenue.  Investments are derecognised when the obligation specified in the contract is discharged or cancelled, 
transferred, or expired.  Transaction costs for such investments are recognised directly in the Statement of 
Income and Expenses on behalf of the Territory.  
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APPENDIX B –SIGNIFICANT ACCOUNTING POLICIES –CONTINUED 
 
2.17 Investments (refer Note 6.3) - Continued 
 
Determination of Fair Value 
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.  The principal or the most advantageous market must be accessible to the Territory Banking 
Account. 
 
The fair value of an asset or a liability is measured using the assumptions that market participants would use 
when pricing the asset or liability, assuming that market participants act in their economic best interest.  The 
fair value for investments traded in active markets at the reporting date is based on the most representative 
price within the bid-ask spread, without any deduction for transaction costs.  Securities defined in these accounts 
as ‘listed’ are traded in an active market.  
 
For all other investments not traded in an active market, the fair value is determined by using valuation 
techniques deemed to be appropriate in the circumstances.  Valuation techniques include the market approach 
by using recent arm’s length market transactions adjusted as necessary and referenced to the current market 
value of another instrument that is substantially the same and the income approach through using discounted 
cash flow analysis and option pricing models making as much use of available and supportable market data as 
possible.   
 
For assets and liabilities that are recognised in the financial statements on a recurring basis, it is determined 
whether transfers have occurred between levels in the Fair Value Hierarchy by re-assessing the categorisation 
(based on the lowest level input that is significant to the fair value measurement as a whole) at the beginning of 
each reporting period. 
 
All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised 
within the Fair Value Hierarchy, described under Note 10.5: ‘Categorisation of Financial Assets and Liabilities’, 
based on the lowest level input that is significant to the fair value measurement as a whole.  
 
2.18 Derivative Instruments 
 
Derivative Instruments are a prescribed investment within the Financial Management Investment 
Guidelines 2015 and are used for maximising the efficiencies within the investment portfolio in the pursuit of 
the investment objectives, optimising transaction flows, as well as the protection of the investments by 
minimising adverse effects of a range of financial market risks. 
 
The investments held in discrete mandate strategies and pooled unit trust include exposure to futures, options, 
forward rate agreements and swaps, where the derivatives are held to gain underlying market exposure or to 
manage financial risks.   
 
Derivative financial instruments are initially recognised at fair value on trade date, namely when the derivative 
contract is entered into, and are subsequently remeasured to fair value.  Any gains or losses arising from changes 
in the fair value of derivatives are recognised in the Statement of Income and Expenses on Behalf of the Territory 
for the year under the classification of gains or (losses) on financial assets at Fair Value through Profit or Loss.  
The fair values of derivative instruments are calculated utilising listed market prices if available.  If listed market 
prices are not available for derivative instruments, the price utilised may be sourced from a vendor, an 
investment manager or counterparty. 
 
The fair value of directly held derivative instruments is disclosed in Note 6.3: ‘Investments’. 
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NOTE 2  SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES ADMINISTERED ON BEHALF OF THE TERRITORY 
 
2.19 Liabilities - Current and Non-Current (refer Notes 7.1 and 7.2) 
 
Liabilities are classified as current or non-current in the Statement of Assets and Liabilities on Behalf of the 
Territory and relevant notes.  Liabilities are classified as current where they are expected to be realised within 
12 months after the reporting date.  Liabilities, which do not fall within the current classification, are classified 
as non-current. 
 
2.20 Payables (refer Note 7.1) 
 
Payables are initially recognised at fair value based on the transaction cost and subsequent to initial recognition 
at amortised cost, with any adjustments to the carrying amount being recorded in Statement of Income and 
Expenses on Behalf of the Territory.  All amounts are normally settled within 30 days after the invoice date.  
Payables include trade payables, investment interest owing to ACT Government agencies and interest owing on 
borrowings to external counterparties.   
 
2.21 Interest-Bearing Liabilities (refer Note 7.2) 
Interest-bearing liabilities accounted through the Territory Banking Account include investments made by 
ACT Government agencies and external borrowings of the Territory.  External borrowings are held to maturity. 
Deposits made by ACT Government agencies into the Territory Banking Account investment portfolio are initially 
recognised at fair value of the consideration received and subsequently remeasured to fair value through profit 
and loss.   
 
All borrowings are initially recognised at the fair value of the consideration received and at amortised cost 
subsequent to initial recognition using the effective interest rate method.  The associated interest expense is 
recognised in the reporting period in which it occurs. 
 
2.22 Budgetary Reporting (refer Note 13) 
 
Explanations of major variances between the 2016-17 original budget and the 30 June 2017 actual results are 
discussed in Note 13: ‘Budgetary Reporting’. 
 
Significant Judgements and Estimates  
Significant judgements have been applied in determining what variances are considered ‘major variances’. 
Variances are considered major if both of the following criteria are met:  
 

(i) The line item is a significant line item: where either the line item actual amount accounts for more than 
10% of the relevant associated category (Income, Expenses and Equity totals) or more than 10% of the 
sub-element (e.g. Current Liabilities and Receipts from Operating Activities totals) of the financial 
statements; and  
 

(ii) The variances (original budget to actual) are greater than plus (+) or minus (-) 10% of the budget for the 
financial statement line item.  
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APPENDIX C – IMPACT OF ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 
 
ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 
 
The following new and revised accounting standards and interpretations have been issued by the Australian 
Accounting Standards Board but do not apply to the current reporting period.  These standards and 
interpretations are applicable to future reporting periods.  Those relevant to the Territory Banking Account as 
outlined below are necessarily abbreviated and should be viewed in conjunction with the Australian Accounting 
Standard Board's website for the full assessment of its impact.   
 
Territory Banking Account does not intend to adopt these standards and interpretation early.  Where applicable, 
these Australian Accounting Standards will be adopted from their application date.  The Territory Banking 
Account does not expect a significant impact on the adoption of these standards.  This assessment is based on 
an initial assessment at this date, but may change on further review.  
 

(i) AASB 9 Financial Instruments  (December 2014) (application date 1 January 2018); 
This standard supersedes AASB 139 Financial Instruments: Recognition and Measurement.  The main 
impact of AASB 9 is that it will change the classification, measurement and disclosures of Territory 
Banking Account’s financial assets.  No material financial impact on Territory Banking Account is 
expected. Territory Banking Account will make a more detailed assessment of the impact over the next 
12 months. 
 

(ii) AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) 
[AASB 1, 3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137, 139, 1023 & 1038 
and Interpretations 2, 5, 10, 12, 19 & 127]  (application date 1 January 2018); 
 

(iii) AASB 2014-1 Amendments to Australian Accounting Standards – Part E Financial Instruments [AASB 1, 
3, 4, 5,7,9 (December 2009), 9 (December 2010), 101, 102, 108, 112, 118, 120, 121, 132, 136, 137,139, 
Interpretation 2, 5,10, 12, 16, 19, and 107] (application date 1 January 2018); 

 
(iv) AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) 

[AASB 1, 2, 3, 4, 5, 7, 13, 101, 102, 108, 110, 112, 120, 121, 123, 128, 132, 133, 136, 137, 139, 1023, 
1038, 1049, Interpretation 2, 5, 10, 12, 16, 19 &127] (application date 1 January 2018); 
 

(v) AASB 2012-6 Amendments to Australian Accounting Standards – Mandatory Effective Date of AASB 9 
and Transition Disclosures (AASB 9, AASB 2009-11, AASB 2010-7, AASB 2011-7 & AASB 2011-8); 
 

(vi) AASB 2013-9 Amendments to Australian Accounting Standards – Conceptual Framework, Materiality 
and Financial Instruments (Part C); 
 

(vii) AASB 2016-8 Amendments to Australian Accounting Standards – Australian Implementation Guidance 
for Not-for-Profit Entities [AASB 9 & 15] (application date 1 January 2019); 
This standard inserts Australian requirements and authoritative implementation guidance for not-for-
profit entities into AASB 9 and AASB 15.  This guidance assists not-for-profit entities in applying those 
standards to particular transactions and other events.  The amendments to AASB 9 address the initial 
measurement and recognition of non-contractual receivables arising from statutory requirements 
(including taxes, rates and fines).  The amendments to AASB 15 address the following aspects of 
accounting for contracts with customers: identifying a contract with a customer; identifying 
performance obligations; and allocating the transaction price to performance obligations.   
 

(viii) AASB 15 Revenue from Contracts with Customers (application date 1 January 2018); 
AASB 15 is the new standard for revenue recognition. It establishes a comprehensive framework for 
determining whether, how much and when revenue is recognised.  It replaces AASB 111 Construction 
Contracts and AASB 118 Revenue.  No material financial impact on Territory Banking Account is 
expected.  
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NOTE 2  SIGNIFICANT ACCOUNTING POLICIES – CONTINUED 
 
SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES ADMINISTERED ON BEHALF OF THE TERRITORY 
 
2.19 Liabilities - Current and Non-Current (refer Notes 7.1 and 7.2) 
 
Liabilities are classified as current or non-current in the Statement of Assets and Liabilities on Behalf of the 
Territory and relevant notes.  Liabilities are classified as current where they are expected to be realised within 
12 months after the reporting date.  Liabilities, which do not fall within the current classification, are classified 
as non-current. 
 
2.20 Payables (refer Note 7.1) 
 
Payables are initially recognised at fair value based on the transaction cost and subsequent to initial recognition 
at amortised cost, with any adjustments to the carrying amount being recorded in Statement of Income and 
Expenses on Behalf of the Territory.  All amounts are normally settled within 30 days after the invoice date.  
Payables include trade payables, investment interest owing to ACT Government agencies and interest owing on 
borrowings to external counterparties.   
 
2.21 Interest-Bearing Liabilities (refer Note 7.2) 
Interest-bearing liabilities accounted through the Territory Banking Account include investments made by 
ACT Government agencies and external borrowings of the Territory.  External borrowings are held to maturity. 
Deposits made by ACT Government agencies into the Territory Banking Account investment portfolio are initially 
recognised at fair value of the consideration received and subsequently remeasured to fair value through profit 
and loss.   
 
All borrowings are initially recognised at the fair value of the consideration received and at amortised cost 
subsequent to initial recognition using the effective interest rate method.  The associated interest expense is 
recognised in the reporting period in which it occurs. 
 
2.22 Budgetary Reporting (refer Note 13) 
 
Explanations of major variances between the 2016-17 original budget and the 30 June 2017 actual results are 
discussed in Note 13: ‘Budgetary Reporting’. 
 
Significant Judgements and Estimates  
Significant judgements have been applied in determining what variances are considered ‘major variances’. 
Variances are considered major if both of the following criteria are met:  
 

(i) The line item is a significant line item: where either the line item actual amount accounts for more than 
10% of the relevant associated category (Income, Expenses and Equity totals) or more than 10% of the 
sub-element (e.g. Current Liabilities and Receipts from Operating Activities totals) of the financial 
statements; and  
 

(ii) The variances (original budget to actual) are greater than plus (+) or minus (-) 10% of the budget for the 
financial statement line item.  
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ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 
 
The following new and revised accounting standards and interpretations have been issued by the Australian 
Accounting Standards Board but do not apply to the current reporting period.  These standards and 
interpretations are applicable to future reporting periods.  Those relevant to the Territory Banking Account as 
outlined below are necessarily abbreviated and should be viewed in conjunction with the Australian Accounting 
Standard Board's website for the full assessment of its impact.   
 
Territory Banking Account does not intend to adopt these standards and interpretation early.  Where applicable, 
these Australian Accounting Standards will be adopted from their application date.  The Territory Banking 
Account does not expect a significant impact on the adoption of these standards.  This assessment is based on 
an initial assessment at this date, but may change on further review.  
 

(i) AASB 9 Financial Instruments  (December 2014) (application date 1 January 2018); 
This standard supersedes AASB 139 Financial Instruments: Recognition and Measurement.  The main 
impact of AASB 9 is that it will change the classification, measurement and disclosures of Territory 
Banking Account’s financial assets.  No material financial impact on Territory Banking Account is 
expected. Territory Banking Account will make a more detailed assessment of the impact over the next 
12 months. 
 

(ii) AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) 
[AASB 1, 3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137, 139, 1023 & 1038 
and Interpretations 2, 5, 10, 12, 19 & 127]  (application date 1 January 2018); 
 

(iii) AASB 2014-1 Amendments to Australian Accounting Standards – Part E Financial Instruments [AASB 1, 
3, 4, 5,7,9 (December 2009), 9 (December 2010), 101, 102, 108, 112, 118, 120, 121, 132, 136, 137,139, 
Interpretation 2, 5,10, 12, 16, 19, and 107] (application date 1 January 2018); 

 
(iv) AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) 

[AASB 1, 2, 3, 4, 5, 7, 13, 101, 102, 108, 110, 112, 120, 121, 123, 128, 132, 133, 136, 137, 139, 1023, 
1038, 1049, Interpretation 2, 5, 10, 12, 16, 19 &127] (application date 1 January 2018); 
 

(v) AASB 2012-6 Amendments to Australian Accounting Standards – Mandatory Effective Date of AASB 9 
and Transition Disclosures (AASB 9, AASB 2009-11, AASB 2010-7, AASB 2011-7 & AASB 2011-8); 
 

(vi) AASB 2013-9 Amendments to Australian Accounting Standards – Conceptual Framework, Materiality 
and Financial Instruments (Part C); 
 

(vii) AASB 2016-8 Amendments to Australian Accounting Standards – Australian Implementation Guidance 
for Not-for-Profit Entities [AASB 9 & 15] (application date 1 January 2019); 
This standard inserts Australian requirements and authoritative implementation guidance for not-for-
profit entities into AASB 9 and AASB 15.  This guidance assists not-for-profit entities in applying those 
standards to particular transactions and other events.  The amendments to AASB 9 address the initial 
measurement and recognition of non-contractual receivables arising from statutory requirements 
(including taxes, rates and fines).  The amendments to AASB 15 address the following aspects of 
accounting for contracts with customers: identifying a contract with a customer; identifying 
performance obligations; and allocating the transaction price to performance obligations.   
 

(viii) AASB 15 Revenue from Contracts with Customers (application date 1 January 2018); 
AASB 15 is the new standard for revenue recognition. It establishes a comprehensive framework for 
determining whether, how much and when revenue is recognised.  It replaces AASB 111 Construction 
Contracts and AASB 118 Revenue.  No material financial impact on Territory Banking Account is 
expected.  
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APPENDIX C – IMPACT OF ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 
 
ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED –CONTINUED 

 
(ix) AASB 2014-5 Amendments to Australian Accounting Standards arising from AASB 15 [AASB 1, 3, 4, 9 

(December 2009) (December 2010), 101, 102, 112, 116, 132, 134, 134, 137, 138, 139, 140, 1023, 1038, 
1039, 1049, 1053, 1056, Interpretation 12, 127, 132, 1031, 1038 & 1052] (application date 1 Jan 2018); 
This standard makes consequential amendments to a number of standards and interpretations as a 
result of the issuing of AASB 15.   

 
(x) AASB 2015-8 Amendments to Australian Accounting Standards – Effective date of AASB 15 (application 

date 1 January 2017); 
This standard deferred the application date of AASB 15 Revenue from Contracts with Customers to 
1 January 2018.  AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB 15 
for Not-for Profit Entities further defers the application date of AASB 15 for not-for-profit entities until 
1 January 2019.   

 
(xi) AASB 2016-3 Amendments to Australian Accounting Standards- Clarifications to AASB 15 (application 

date 1 January 2018); 
This standard clarifies the existing requirements of ASSB 15.  

 
(xii) AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB for Not-for-Profit 

Entities defers the effective date of AASB 15 for not-for-profit entities to 1 January 2019; 
 

(xiii) AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB 15 for Not-for-profit 
Entities (application date 1 January 2017, which was the original mandatory effective date of AASB 15); 
This standard amends the mandatory effective date of AASB 15 for not-for-profit entities so that 
AASB 15 is required to be applied by these entities for annual reporting periods beginning on or after 
1 January 2019 instead of 1 January 2018.   
 

(xiv) AASB 1058 Income of Not- for- Profit Entities (application date 1 January 2019); 
This standard clarifies and simplifies the income recognition requirements that apply to not-for-profit 
entities in conjunction with AASB 15 Revenue from Contracts with Customers.  These standards 
supersede all the income recognition requirements relating to private sector not-for-profit entities, and 
the majority of income recognition requirements relating to public sector not-for-profit entities, 
previously in AASB 1004 Contributions.  No material financial impact on Territory Banking Account is 
expected.    
 

(xv) AASB 2016-2 Amendments to Australian Accounting Standards – Disclosure Initiative: Amendments to 
AASB 107 (application date 1 January 2017); and 
This standard amends AASB 107 Statement of Cash Flows to require agencies preparing financial 
statements in accordance with Tier 1 reporting requirements to provide disclosures that enable users 
of financial statements to evaluate changes in liabilities arising from financing activities, including both 
changes arising from cash flows and non-cash changes.  This standard relates to disclosure only and 
there is no material financial impact on Territory Banking Account. 
 

(xvi) AASB Interpretation 22 Foreign Currency Transactions and Advance Consideration (application date 
1 January 2019);  
This Interpretation addresses the exchange rate to use in transactions that involve advance 
consideration paid or received in a foreign currency. No material financial impact on Territory Banking 
Account is expected. This assessment is based on an initial assessment at this date, but may change on 
further review. 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
APPENDIX D – CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 
 
Change in Accounting Policy 
There were no changes in accounting policies for the Territory Banking Account for the year ended 30 June 2017. 
 
 
Changes in Accounting Estimates 
There were no changes in accounting estimates for the Territory Banking Account for the year ended 
30 June 2017. 
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ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED –CONTINUED 

 
(ix) AASB 2014-5 Amendments to Australian Accounting Standards arising from AASB 15 [AASB 1, 3, 4, 9 

(December 2009) (December 2010), 101, 102, 112, 116, 132, 134, 134, 137, 138, 139, 140, 1023, 1038, 
1039, 1049, 1053, 1056, Interpretation 12, 127, 132, 1031, 1038 & 1052] (application date 1 Jan 2018); 
This standard makes consequential amendments to a number of standards and interpretations as a 
result of the issuing of AASB 15.   

 
(x) AASB 2015-8 Amendments to Australian Accounting Standards – Effective date of AASB 15 (application 

date 1 January 2017); 
This standard deferred the application date of AASB 15 Revenue from Contracts with Customers to 
1 January 2018.  AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB 15 
for Not-for Profit Entities further defers the application date of AASB 15 for not-for-profit entities until 
1 January 2019.   

 
(xi) AASB 2016-3 Amendments to Australian Accounting Standards- Clarifications to AASB 15 (application 

date 1 January 2018); 
This standard clarifies the existing requirements of ASSB 15.  

 
(xii) AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB for Not-for-Profit 

Entities defers the effective date of AASB 15 for not-for-profit entities to 1 January 2019; 
 

(xiii) AASB 2016-7 Amendments to Australian Accounting Standards – Deferral of AASB 15 for Not-for-profit 
Entities (application date 1 January 2017, which was the original mandatory effective date of AASB 15); 
This standard amends the mandatory effective date of AASB 15 for not-for-profit entities so that 
AASB 15 is required to be applied by these entities for annual reporting periods beginning on or after 
1 January 2019 instead of 1 January 2018.   
 

(xiv) AASB 1058 Income of Not- for- Profit Entities (application date 1 January 2019); 
This standard clarifies and simplifies the income recognition requirements that apply to not-for-profit 
entities in conjunction with AASB 15 Revenue from Contracts with Customers.  These standards 
supersede all the income recognition requirements relating to private sector not-for-profit entities, and 
the majority of income recognition requirements relating to public sector not-for-profit entities, 
previously in AASB 1004 Contributions.  No material financial impact on Territory Banking Account is 
expected.    
 

(xv) AASB 2016-2 Amendments to Australian Accounting Standards – Disclosure Initiative: Amendments to 
AASB 107 (application date 1 January 2017); and 
This standard amends AASB 107 Statement of Cash Flows to require agencies preparing financial 
statements in accordance with Tier 1 reporting requirements to provide disclosures that enable users 
of financial statements to evaluate changes in liabilities arising from financing activities, including both 
changes arising from cash flows and non-cash changes.  This standard relates to disclosure only and 
there is no material financial impact on Territory Banking Account. 
 

(xvi) AASB Interpretation 22 Foreign Currency Transactions and Advance Consideration (application date 
1 January 2019);  
This Interpretation addresses the exchange rate to use in transactions that involve advance 
consideration paid or received in a foreign currency. No material financial impact on Territory Banking 
Account is expected. This assessment is based on an initial assessment at this date, but may change on 
further review. 

Territory Banking Account 
Notes to and Forming Part of the Financial Statements 

For the Year Ended 30 June 2017 
 
APPENDIX D – CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 
 
Change in Accounting Policy 
There were no changes in accounting policies for the Territory Banking Account for the year ended 30 June 2017. 
 
 
Changes in Accounting Estimates 
There were no changes in accounting estimates for the Territory Banking Account for the year ended 
30 June 2017. 
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Lifetime Care and Support Fund 
Management Discussion and Analysis 

For the Year Ended 30 June 2017 

General Overview 
Objectives 

The Lifetime Care and Support Fund (LTCS fund) was established under the Lifetime Care and 
Support (Catastrophic Injuries) Act 2014 (LTCS Act) and commenced operation on 1 July 2014.  The 
LTCS fund reflects the financial operations of the Lifetime Care and Support Scheme (LTCS Scheme).   

The LTCS Scheme provides on-going reasonable and necessary treatment and care to people who 
have been catastrophically injured as a result of a motor accident in the Australian Capital Territory, 
on or after 1 July 2014, on a no-fault basis.  As part of the ACT Government’s decision to implement 
a National Injury Insurance Scheme, amendments were made to the LTCS Act to extend the LTCS 
Scheme to also cover catastrophically injured ACT private sector workers from 1 July 2016.   

The LTCS Scheme is funded by two levies.  The LTCS Levy relating to motor accident injuries applies 
to all Compulsory Third Party Insurance (CTP) policies issued under the Road Transport (Third-Party 
Insurance) Act 2008 on or after 1 July 2014.  LTCS Levy relating to work injuries applies to each 
workers' compensation insurer and self-insurer who writes workers compensation policies for the 
purposes of the Workers Compensation Act 1951 from 1 July 2016.   

Overview of the 2016-17 Financial Outcome 

The LTCS fund is Territorial in nature as it is administered on behalf of the ACT Government in 
accordance with the LTCS Act. 

The LTCS fund’s operating result for 2016-17 is a surplus of $9.295 million, compared to the 
budgeted surplus of $0.090 million.  This operating surplus is mainly due to the impact of one new 
potential participant to the LTCS Scheme during 2016-17 which was lower than the number of new 
participants anticipated in the Budget. 

At 30 June 2017, the LTCS fund’s current assets ($4.006 million) exceed its current liabilities 
($1.144 million).  Its total assets ($32.092 million) also exceed total liabilities ($22.710 million).  This 
means that the LTCS fund has sufficient funds to meet both its short-term and long-term liabilities.  
Sufficiency of the LTCS Levy to fund the Scheme is reassessed every year by the LTCS Commissioner 
of the ACT and it is supported by an independent actuary report.  The LTCS fund expects variability 
each year (unders and overs) compared with the average estimated costs used when setting the 
LTCS Levy each year. 

Risk Management 

Although the LTCS fund is a separate reporting entity for the purposes of the Financial 
Management Act 1996 and has an independent statutorily appointed Commissioner, the LTCS fund 
is part of the Chief Minister, Treasury and Economic Development Directorate (CMTEDD).  As such, 
the LTCS fund’s risk management plan is incorporated within the risk management plan of the 
CMTEDD prepared in accordance with the Australian/New Zealand risk management AS/NZS ISO 
31000:2009 and the ACT Government’s “Enterprise Wide Risk Management Framework”.   
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General Overview 
Objectives 

The Lifetime Care and Support Fund (LTCS fund) was established under the Lifetime Care and 
Support (Catastrophic Injuries) Act 2014 (LTCS Act) and commenced operation on 1 July 2014.  The 
LTCS fund reflects the financial operations of the Lifetime Care and Support Scheme (LTCS Scheme).   

The LTCS Scheme provides on-going reasonable and necessary treatment and care to people who 
have been catastrophically injured as a result of a motor accident in the Australian Capital Territory, 
on or after 1 July 2014, on a no-fault basis.  As part of the ACT Government’s decision to implement 
a National Injury Insurance Scheme, amendments were made to the LTCS Act to extend the LTCS 
Scheme to also cover catastrophically injured ACT private sector workers from 1 July 2016.   

The LTCS Scheme is funded by two levies.  The LTCS Levy relating to motor accident injuries applies 
to all Compulsory Third Party Insurance (CTP) policies issued under the Road Transport (Third-Party 
Insurance) Act 2008 on or after 1 July 2014.  LTCS Levy relating to work injuries applies to each 
workers' compensation insurer and self-insurer who writes workers compensation policies for the 
purposes of the Workers Compensation Act 1951 from 1 July 2016.   

Overview of the 2016-17 Financial Outcome 

The LTCS fund is Territorial in nature as it is administered on behalf of the ACT Government in 
accordance with the LTCS Act. 

The LTCS fund’s operating result for 2016-17 is a surplus of $9.295 million, compared to the 
budgeted surplus of $0.090 million.  This operating surplus is mainly due to the impact of one new 
potential participant to the LTCS Scheme during 2016-17 which was lower than the number of new 
participants anticipated in the Budget. 

At 30 June 2017, the LTCS fund’s current assets ($4.006 million) exceed its current liabilities 
($1.144 million).  Its total assets ($32.092 million) also exceed total liabilities ($22.710 million).  This 
means that the LTCS fund has sufficient funds to meet both its short-term and long-term liabilities.  
Sufficiency of the LTCS Levy to fund the Scheme is reassessed every year by the LTCS Commissioner 
of the ACT and it is supported by an independent actuary report.  The LTCS fund expects variability 
each year (unders and overs) compared with the average estimated costs used when setting the 
LTCS Levy each year. 

Risk Management 

Although the LTCS fund is a separate reporting entity for the purposes of the Financial 
Management Act 1996 and has an independent statutorily appointed Commissioner, the LTCS fund 
is part of the Chief Minister, Treasury and Economic Development Directorate (CMTEDD).  As such, 
the LTCS fund’s risk management plan is incorporated within the risk management plan of the 
CMTEDD prepared in accordance with the Australian/New Zealand risk management AS/NZS ISO 
31000:2009 and the ACT Government’s “Enterprise Wide Risk Management Framework”.   
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Lifetime Care and Support Fund 
Management Discussion and Analysis 

For the Year Ended 30 June 2017 

The LTCS fund has overall responsibility for risk management, and for ensuring compliance with the 
risk management plan. 

The key risk for the LTCS fund is associated with the sufficiency of the LTCS Levy in relation to the 
anticipated lifetime treatment and care costs of participants in the LTCS Scheme.  The LTCS fund 
expects variability in the actual costs compared with the average costs anticipated in the budget.  It 
is envisaged that the LTCS Levy reassessed every year together with the anticipated investment 
income will be sufficient to meet the expected LTCS fund’s liabilities when they become payable.  

The investment returns that contribute towards the sufficiency of funds have exposure to market 
fluctuations.  The associated risk is mitigated by ensuring funds are invested in multi-asset unit 
trusts in accordance with the LTCS fund’s approved investment strategy that aims to achieve the 
long-term funding of the LTCS Scheme.  

 

Directorate’s Territorial Statement of Income and Expenses 
The following financial information is based on the audited Financial Statements for 2016-17 and 
the forward estimates contained in the 2017-18 Budget Statements. 

Total Expenses 

1. Components of Total Expenses 

For the financial year ended 30 June 2017, the LTCS fund recorded total expenses of $6.221 million. 
The expenses mainly comprise of participants’ treatment and care expenses ($3.886 million), 
finance costs ($1.061 million) and losses on investments ($0.914 million).   

The participants’ treatment and care expenses include provision for the future treatment and care 
costs of the new and potential LTCS Scheme participants as well as movements in provision for 
existing participants.   

The finance cost is associated with the unwinding of the discount rate on the provision for future 
treatment and care costs of the LTCS Scheme participants.   

Losses on investments are unrealised losses resulting from changes in the fair value of the 
investments.  Unrealised gains/losses are at a point in time and fluctuate over time.  Offsetting the 
losses on the expense side are distributions from investments on the income side.  The focus of the 
LTCS fund’s investments is on achieving the long-term funding of the LTCS Scheme rather than 
focusing on the financial position over shorter periods, particularly in the early years.      

The supplies and services expenses ($0.360 million) mainly include administrative support expenses 
($0.170 million) associated with the reimbursement of salary and superannuation expenses for the 
CMTEDD staff allocated to carry out the LTCS Scheme’s functions.  The LTCS fund does not employ 
any staff. 
  

 
 

Lifetime Care and Support Fund 
Management Discussion and Analysis 

For the Year Ended 30 June 2017 

Figure 1 indicates the components of the LTCS fund’s expenses for 2016-17. 

Figure 1 – Components of Total Expenses 

 
 

2. Comparison to Original Budget  

Total expenses were $8.537 million (or 58%) lower than the 2016-17 Budget of $14.758 million.  
This was mainly due to one new potential participant to the LTCS Scheme during 2016-17, which 
was lower than the number of new participants anticipated in the Budget.  The application was 
received in June 2017 and was pending assessment as at 30 June 2017.  This applicant has 
subsequently been accepted into the LTCS Scheme in August 2017.  The expense was also 
influenced by the changes to participants’ injury severity levels.   
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• the unrealised loss on investments resulting from changes in the fair value of the 
investments.  The investment of funds not required in the short-term commenced during 
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4. Future Trends 

In the 2017-18 Budget, future expenses were estimated based on similar actuarially assessed 
average number of new participants entering the LTCS Scheme each year.  The treatment and care 
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each year for the purposes of the Budget based on independent actuarial projections.  It must be 
recognised that the actual number of new participants and their associated treatment and care 
expense profiles will be volatile, particularly in the early years of the Scheme. 
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The LTCS fund has overall responsibility for risk management, and for ensuring compliance with the 
risk management plan. 
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Directorate’s Territorial Statement of Income and Expenses 
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the forward estimates contained in the 2017-18 Budget Statements. 
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Total Income 

1. Components of Total Income 

For the financial year ended 30 June 2017, the LTCS fund recorded total income of $15.516 million, 
derived from the LTCS Levy ($13.858 million), interest from cash at bank ($0.354 million) and 
distribution from investments with the Territory Banking Account ($1.304 million). 
Figure 2 indicates the components of the LTCS fund’s income for 2016-17. 

Figure 2 – Components of Total Income  

 
 

2. Comparison to Original Budget 

Income for the financial year was $1.205 million, or 8 per cent above the 2016-17 Budget of 
$14.311 million.  This was mainly associated with the distribution from investments with the 
Territory Banking Account which was higher than what was anticipated in the Budget.  However, 
offsetting this on the expense side were unrealised losses on investments.   

3. Comparison to 2015-16 Actual  

Total income was $5.629 million or 57% higher than last year’s actual income of $9.887 million.  
This was mainly due to the LTCS levy on workers compensation insurers and self insurers that 
commenced from 1 July 2016 ($3.8 million) and the distribution from investments with the 
Territory Banking Account ($1.304 million) which commenced during 2016-17.  The higher 
combined income from interest and distribution from investments in 2016-17 was associated with 
the returns on a higher investment base.    

4. Future Trends 

In the 2017-18 Budget, income is estimated to increase in the future mainly due to the returns 
associated with the continuing investment of funds not required in the short-term.  Income is also 
expected to increase due to increase in income from LTCS Levy associated with the expected 
growth in population.  In accordance with the LTCS Act, the LTCS Levy will be reassessed each year.   
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Directorate’s Territorial Statement of Assets and Liabilities 

Total Assets 

1. Components of Total Assets 

The total asset position at 30 June 2017 was $32.092 million which was mainly made up of 
investments ($28.086 million), cash ($1.988 million) and receivables ($1.818 million). The 
receivables are mainly associated with the LTCS Levy ($0.930 million) and distributions from 
investments with the Territory Banking Account ($0.870 million).    
 Figure 3 indicates the components of the LTCS fund’s total assets as at 30 June 2017. 

Figure 3 – Components of Total Assets at 30 June 2017 

  
 

2. Comparison to Budget 

Total assets at 30 June 2017 were $ 1.468 million (or 5%) higher than the Budget.  This was mainly 
associated with the receivable for distributions from investments with the Territory Banking 
Account ($0.870 million), not anticipated in the Budget.  

 3. Comparison to 30 June 2016 Actual  

Total assets were $13.634 million or 74% higher than assets at 30 June 2016 of $18.458 million.  
This was mainly due to the additional year’s worth of LTCS levy collections.  The investment of 
funds not required in the short-term commenced during 2016-17 resulting in the lower cash at 
bank balance and higher investments balance.   

These assets, together with future investment income are required to fund the present and likely 
future treatment and care costs of participants in the LTCS Scheme (over their lifetime), when the 
liability becomes payable.  

 

Total Liabilities 

1. Components of Total Liabilities 

The LTCS fund’s total liabilities of $22.710 million at 30 June 2017 largely relate to the provision for 
future treatment and care costs of participants in the LTCS Scheme, of which the current 
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Lifetime Care and Support Fund 
Management Discussion and Analysis 

For the Year Ended 30 June 2017 

component is $0.968 million and the non-current component is $21.566 million.  The provision 
reflects the present value of the participants' expected lifetime treatment and care costs. 
Figure 4 below shows the components of the LTCS fund’s total liabilities as at 30 June 2017. 

Figure 4 – Components of Total Liabilities at 30 June 2017 

  
 

2. Comparison to Budget 

Liabilities at 30 June 2017 were $9.387 million (or 29%) lower than the Budget of $32.097 million.  
This was mainly due to the impact of one new potential participant entering the LTCS Scheme 
during 2016-17 (application received but pending assessment as at 30 June 2017 and subsequently 
accepted in August 2017).  This was lower than the number of new participants anticipated in the 
Budget.  The 2016-17 provision for participants’ treatment and care expenses was also influenced 
by the changes to participants’ injury severity levels and the change in the Model used by the new 
Scheme actuary for estimating the provision at 30 June 2017. 

  3. Comparison to 30 June 2016 Actual  

Total liabilities at 30 June 2017 were $4.339 million (or 24%) higher than the liabilities at 
30 June 2016 of $18.371 million.  This was mainly associated with the provision for the future 
treatment and care costs of one new potential participant entering the LTCS Scheme during 
2016-17.  The provision was also impacted by the changes to participants’ injury severity levels, 
unwinding of the discount rate, based on an independent actuarial assessment as well as the 
change in the Model used by the new actuary for estimating the provision at 30 June 2017.   
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INDEPENDENT AUDIT REPORT 

OFFICE OF THE NOMINAL DEFENDANT OF THE ACT 

To the Members of the ACT Legislative Assembly 
Audit opinion 
I am providing an unqualified audit opinion on the financial statements of the Office of the Nominal 
Defendant of the ACT (the Fund) for the year ended 30 June 2017. The financial statements 
comprise the operating statement, balance sheet, statement of changes in equity, cash flow 
statement and accompanying notes. 
In my opinion, the financial statements: 
(i) are presented in accordance with the Australian Accounting Standards and other mandatory 

financial reporting requirements in Australia; and 
(ii) present fairly the financial position of the Fund and results of its operations and cash flows. 

Basis for the audit opinion 
The audit was conducted in accordance with the Australian Auditing Standards. I have complied 
with the requirements of the Accounting Professional and Ethical Standards 110 Code of Ethics for 
Professional Accountants. 
I believe that sufficient evidence was obtained during the audit to provide a basis for the audit 
opinion. 

Responsibility for preparing and fairly presenting the financial statements 
The Under Treasurer is responsible for: 
• preparing and fairly presenting the financial statements in accordance with the Australian 

Accounting Standards; 
• determining the internal controls necessary for the preparation and fair presentation of 

financial statements so that they are free from material misstatements, whether due to error 
or fraud; and 

• assessing the ability of the Fund to continue as a going concern and disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting in 
preparing the financial statements. 

Responsibility for the audit of the financial statements 
The Auditor-General is responsible for issuing an audit report that includes an independent audit 
opinion on the financial statements of the Fund. 
As required by Australian Auditing Standards, the auditors: 
• applied professional judgement and maintained scepticism; 
• identified and assessed the risks of material misstatements due to error or fraud and 

implemented procedures to address these risks so that sufficient evidence was obtained to 
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form an audit opinion. The risk of not detecting material misstatements due to fraud is higher 
than the risk due to error, as fraud may involve collusion, forgery, intentional omissions or 
misrepresentations or the override of internal controls; 

• obtained an understanding of internal controls to design audit procedures for forming an 
audit opinion; 

• evaluated accounting policies and estimates used to prepare the financial statements and 
disclosures made in the financial statements; 

• evaluated the overall presentation and content of the financial statements, including 
whether they present the underlying transactions and events in a manner that achieves fair 
presentation; 

• reported the scope and timing of the audit and any significant deficiencies in internal controls 
identified during the audit to the Under Treasurer; and 

• assessed the going concern* basis of accounting used in the preparation of the financial 
statements.  

(*Where the auditor concludes that a material uncertainty exists which cast significant doubt on 
the appropriateness of using the going concern basis of accounting, the auditor is required to draw 
attention in the audit report to the relevant disclosures in the financial statements or, if such 
disclosures are inadequate, the audit opinion is to be modified. The auditor’s conclusions on the 
going concern basis of accounting are based on the audit evidence obtained up to the date of this 
audit report. However, future events or conditions may cause the entity to cease to continue as a 
going concern.) 

Limitations on the scope of the audit 
An audit provides a high level of assurance about whether the financial statements are free from 
material misstatements, whether due to fraud or error. However, an audit cannot provide a 
guarantee that no material misstatements exist due to the use of selective testing, limitations of 
internal control, persuasive rather than conclusive nature of audit evidence and use of professional 
judgement in gathering and evaluating evidence. 
An audit does not provide assurance on the: 
• reasonableness of budget information included in the financial statements; 
• prudence of decisions made by the Fund;  
• adequacy of controls implemented by the Fund; or 
• integrity of the audited financial statements presented electronically or information 

hyperlinked to or from the financial statements. Assurance can only be provided for the 
printed copy of the audited financial statements. 
 

 
Ajay Sharma 
Acting Director, Financial Audits 
15 September 2017 
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Office of the Nominal Defendant of the ACT 
Operating Statement 

For the Year Ended 30 June 2017 

5 
 

 
 

 
Note 
No. 

 Actual 
2017 

$’000 

 Actual 
2016 

$’000 
      
Income      
Interest and Distributions 4  736  845 
Levies 5  5,852  4,751 
Other Revenue 6  1,822  1,026 
Unrealised Gain on Investments 7  -  294 
      
Total Income   8,410  6,916 
      
Expenses      
Claims Expenses 8  8,658  7,550 
Supplies and Services 9  473  411 
Unrealised Loss on Investment 10  352  - 
      
Total Expenses   9,483  7,961 
      
Operating (Deficit)   (1,073)  (1,045) 
      
Other Comprehensive Income   -  - 
      
Total Comprehensive (Deficit)   (1,073)  (1,045) 

The above Operating Statement should be read in conjunction with the accompanying notes. 
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Operating (Deficit)   (1,073)  (1,045) 
      
Other Comprehensive Income   -  - 
      
Total Comprehensive (Deficit)   (1,073)  (1,045) 

The above Operating Statement should be read in conjunction with the accompanying notes. 
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Office of the Nominal Defendant of the ACT 
Balance Sheet 

As at 30 June 2017 

6 
 

 
 

 
Note 
No. 

 Actual 
2017 

$’000 

 Actual 
2016 

$’000 
      
Current Assets      
Cash and Cash Equivalents 12  21,976  20,902 
Receivables 13  1,752  1,501 
Total Current Assets   23,728  22,403 
      
Non-Current Assets      
Investments 14  5,984  6,336 
Total Non-Current Assets   5,984  6,336 
      
Total Assets   29,712  28,739 
      
Current Liabilities      
Payables 15  228  284 
Provision for Claims Payable 16  7,274  6,219 
Total Current Liabilities   7,502  6,503 
      
Non-Current Liabilities      
Provision for Claims Payable 16  23,738  22,692 
Total Non-Current Liabilities   23,738  22,692 
      
Total Liabilities   31,240  29,195 
      
Net (Liabilities)   (1,528)  (456) 
      
Equity      
Accumulated (Deficit)   (1,528)  (456) 
      
Total Equity   (1,528)  (456) 

The above Balance Sheet should be read in conjunction with the accompanying notes. 
 

Office of the Nominal Defendant of the ACT 
Statement of Changes in Equity 

For the Year Ended 30 June 2017 

7 
 

 
 
 Accumulated 

 Funds 
Actual 

2017 
$’000 

 Total 
 Equity 
Actual 

2017 
$’000 

    

Balance at 1 July 2016 (456)  (456) 

Comprehensive Income    

Operating (Deficit) (1,073)  (1,073) 

Total Comprehensive (Deficit) (1,073)  (1,073) 
    
Balance at 30 June 2017 (1,528)  (1,528) 

 
 
 Accumulated 

 Funds 
Actual 

2016 
$’000 

 Total 
 Equity 
Actual 

2016 
$’000 

    

Balance at 1 July 2015 589  589 

Comprehensive Income    

Operating (Deficit) (1,045)  (1,045) 

Total Comprehensive (Deficit) (1,045)  (1,045) 
    
Balance at 30 June 2016 (456)  (456) 

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes. 
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Total Assets   29,712  28,739 
      
Current Liabilities      
Payables 15  228  284 
Provision for Claims Payable 16  7,274  6,219 
Total Current Liabilities   7,502  6,503 
      
Non-Current Liabilities      
Provision for Claims Payable 16  23,738  22,692 
Total Non-Current Liabilities   23,738  22,692 
      
Total Liabilities   31,240  29,195 
      
Net (Liabilities)   (1,528)  (456) 
      
Equity      
Accumulated (Deficit)   (1,528)  (456) 
      
Total Equity   (1,528)  (456) 

The above Balance Sheet should be read in conjunction with the accompanying notes. 
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 Accumulated 

 Funds 
Actual 

2017 
$’000 

 Total 
 Equity 
Actual 

2017 
$’000 

    

Balance at 1 July 2016 (456)  (456) 

Comprehensive Income    

Operating (Deficit) (1,073)  (1,073) 

Total Comprehensive (Deficit) (1,073)  (1,073) 
    
Balance at 30 June 2017 (1,528)  (1,528) 

 
 
 Accumulated 

 Funds 
Actual 

2016 
$’000 

 Total 
 Equity 
Actual 

2016 
$’000 

    

Balance at 1 July 2015 589  589 

Comprehensive Income    

Operating (Deficit) (1,045)  (1,045) 

Total Comprehensive (Deficit) (1,045)  (1,045) 
    
Balance at 30 June 2016 (456)  (456) 

The above Statement of Changes in Equity should be read in conjunction with the accompanying notes. 
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 Note 
No.  

Actual 
2017 

$’000 
 

Actual 
2016 

$’000 
Cash Flows from Operating Activities      
Receipts      
Interest and Distributions   806  776 
Recoveries   870  41 
Fees, Fines and Other Receipts   937  1,034 
Levies   5,563  4,719 
Goods and Services Input Tax Credits from the 

Australian Taxation Office    
520   

352 

Goods and Services Tax Collected from Customers   67  - 
Total Receipts from Operating Activities   8,764  6,922 
      
Payments      
Supplies and Services   536  260 
Payment of Claims   6,556  3,921 
Goods and Services Tax Remitted to the 

Australian Taxation Office    
62   

- 
Goods and Services Tax Paid to Suppliers   537  289 
Total Payments for Operating Activities   7,691  4,470 
      
Net Cash Inflows from Operating Activities 18(b)  1,073  2,452 
      
Net Increase in Cash and Equivalents   1,073  2,452 
Cash and Cash Equivalents at the Beginning of the 

Reporting Period    
20,902   

18,450 
Cash and Cash Equivalents at the end of the Reporting 

Period 18(a)   
21,976   

20,902 

The above Cash Flow Statement should be read in conjunction with the accompanying notes. 
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NOTE 1 OBJECTIVES OF THE OFFICE OF THE NOMINAL DEFENDANT OF THE ACT 

Operations and Principal Activities of the Office of the Nominal Defendant of the ACT 

The ACT Insurance Authority is the Nominal Defendant of the ACT (the Fund) as defined under Section 13 of the 
Road Transport (Third Party Insurance) Act 2008. The objectives of the Fund are to: 

• provide a safety net mechanism to meet the costs of third party personal injury claims made by injured parties 
where: 

(i) the vehicle involved does not have a compulsory third party insurance policy; or 
(ii) the injured person is unable to identify the driver and vehicle at fault; 

• ensure that persons who are injured in the circumstances listed above, receive the same entitlements as an 
injured person would receive where the vehicle did have Compulsory Third Party insurance; 

• collect recoveries from uninsured drivers at fault to the sum paid out by the Fund; and  

• raise levies on each licensed Compulsory Third Party insurer in the Territory as well as the Commonwealth and 
ACT Governments. 

Funds required to satisfy the cost of claims and other relevant expenses for the Fund are not guarantee by the 
ACT Government however, Part 4.10A of the Road Transport (Third-Party Insurance) Act 2008 allows the CTP 
Regulator to collect amounts from licensed insurers and recognised self-insurers to meet the cost of nominal 
defendant claims.   

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES 

Refer to the following appendices for the notes comprising significant accounting policies and other explanatory 
information. 

Appendix A – Basis of Preparation of the Financial Statements 

Appendix B – Significant Accounting Policies 

Appendix C – Impact of Accounting Standards Issued but Yet to be Applied 

NOTE 3 CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 

Refer to Appendix D – Change in Accounting Policy and Accounting Estimates. 
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NOTE 4 INTEREST AND DISTRIBUTIONS 
  2017 

$’000 
 2016 

$’000 
Interest and Distributions     
Interest from Short-term Investments  471  501 
Distributions from Long-term Investments a  180  284 
Interest from Banks  84  60 
     
Total Interest and Distributions  736  845 
     
a The rate of return decreased for long-term investments to 3.0% in 2016-17 (4.6% in 2015-16), this decrease in 
rate resulted in lower distribution revenue being received by the Fund.  

 

NOTE 5 LEVIES 
The ACT Compulsory Third Party Regulator determines and collects levies to meet the costs of the fund under 
Section 163(1) of the Road Transport (Third Party Insurance) Act 2008 from all licensed Compulsory Third Party 
insurers in the ACT, the Commonwealth and Territory Governments. The levy rate was set at 4.0% for 2016-17, 
an increase from 3.3% in 2015-16. 
  2017 

$’000 
 2016 

$’000 
Levies     
Levies from Insurers  5,783  4,694 
Levies from the Commonwealth Government  18  15 
Levies from the ACT Government  51  42 
     
Total Levies  5,852  4,751 
     
 

 

NOTE 6 OTHER REVENUE 
  2017 

$’000 
 2016 

$’000 
Other Revenue     
Unregistered Vehicle Permits  567  574 
Unregistered Vehicle Fines  384  411 
Insured Recoveries a  769  21 
Uninsured Owner/Driver Recoveries b  101  20 
     
Total Other Revenue  1,822  1,026 
     
a The increase in insured recoveries relates to an increase in the number and amounts received from Third-Party 
Insurers for contribution to settled claims during 2016-17.  
b The increase in uninsured owner/driver recoveries is the result of a number of  successful negotiations with 
debtors to settle debts with one off lump sum payments. 
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NOTE 6 OTHER REVENUE 
  2017 

$’000 
 2016 

$’000 
Other Revenue     
Unregistered Vehicle Permits  567  574 
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debtors to settle debts with one off lump sum payments. 
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NOTE 7 UNREALISED GAINS ON INVESTMENTS 
  2017 

$’000 
 2016 

$’000 
     
Unrealised Gains on Investments  -  294 
     
Total Unrealised Gains on Investments  -  294 
     
Unrealised gains on investments are the increases between the carrying amount at market value and the value 
of the investments held with the Public Trustee and Guardian. The unit price of the Fixed Interest Trust Fund 
was $1.013 at 30 June 2017 ($1.072 at 30 June 2016).  This decrease in unit value in the fixed interest 
investment resulted in an unrealised loss in 2016-17 (refer to Note 10: ‘Unrealised Loss on Investments’).

 

NOTE 8 CLAIMS EXPENSES 
  2017 

$’000 
 2016 

$’000 
Claims Expenses     
Settlements a  4,358  1,983 
Medical Costs b  170  601 
Investigation Costs  18  10 
Legal Costs c  2,009  1,324 
Provision for Claims Payable d  2,102  3,632 
     
Total Claims Expenses  8,658  7,550 
     
a The increase in settlements is due to an increase in the number of claims, including number of large claims 
which were settled in 2016-17. 
b The decrease in medical costs were due to one large claim with three claimants requiring surgery and 
hospital accommodation paid during 2015-16. 
c Legal costs were higher in 2016-17 due to the costs associated in settling a number of large claims. 
d Represents the movement in the provision for claims payable resulting from the 2016-17 actuarial 
estimate (refer to Note 16: ’Provision for Claims Payable’). 

 

NOTE 9 SUPPLIES AND SERVICES 
  2017 

$’000 
 2016 

$’000 
Supplies and Services     
Administration Expenses  57  63 
Audit Fees  28  26 
Administrative Services provided by ACT Insurance Authority 

and Default Insurance Fund a 
 

388  322 
     
Total Supplies and Services  473  411 
     
a The method for attributing administrative services between the Office of the Nominal Defendant, ACT 
Insurance Authority and Default Insurance Fund was revised on 1 January 2017. The previous method was 
based on apportioning costs by a set percentage. The revised approach considered workload levels based on 
portions of open claims and financial transactions by entity which has slightly increased the expense. 
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NOTE 10  UNREALISED LOSS ON INVESTMENTS 
  2017 

$’000 
 2016 

$’000 
     
Unrealised Loss on Investments  352  - 
     
Total Unrealised Loss on Investments  352  - 
     
The unit price of the Fixed Interest Trust Fund was $1.013 at 30 June 2017 ($1.072 at 30 June 2016).  This 
decrease in unit value in the fixed interest investment resulted in an unrealised loss in 2016-17.

 

NOTE 11 AUDITOR’S REMUNERATION 
Auditor’s remuneration consists of financial audit services provided to the Fund by the ACT Audit Office. 
  2017 

$’000 
 2016 

$’000 
     
Audit fees paid or payable to the ACT Audit Office  28  26 
     
Total Audit Fees  28  26 
     
No other services were provided by the ACT Audit Office. 

 

NOTE 12 CASH AND CASH EQUIVALENTS 
The Fund holds bank accounts with the Westpac Banking Corporation as part of the whole-of-government 
banking arrangements. The Fund also held short-term investments with the Public Trustee and Guardian in the 
Justice and Community Safety Directorate’s Cash Trust Account throughout the year. The investment earned a 
floating interest rate of 2.7% (2.91% in 2015-16). These funds are able to be withdrawn upon request and are 
not subject to movement in market value. 
  2017 

$’000 
 2016 

$’000 
     
Cash at Bank  4,415  3,575 
Short-term Investments  17,560  17,327 
     
Total Cash and Cash Equivalents  21,976  20,902 
     
The increase in cash and cash equivalents is due to the net inflows from operating activities of $1.07 million. 
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NOTE 13 RECEIVABLES 
  2017 

$’000 
 2016 

$’000 
Current Receivables     
Accrued Interest a  43  114 
Goods and Services Tax Receivable  103  84 
Accrued Fees and Fines for Unregistered Vehicles and 

Unregistered Vehicle Permits 
 

87  72 
Accrued Levies  1,519  1,231 
     
Total Receivables  1,752  1,501 
     
a The decrease in accrued interest is the result of a decrease in the cents per unit rate applied to the Fixed 
Interest Trust Fund of 0.73 cents per unit at 30 June 2017 (1.93 cents per unit at 30 June 2016). 
 
None of the receivables have been assessed as impaired and all receivables are less than 30 days overdue. 

 

NOTE 14  INVESTMENTS 
The fixed interest investment is measured at fair value with any adjustments to the carrying amount being 
recorded in the Operating Statement. Fair value is based on an underlying pool of investments which have a 
quoted market price at the reporting date. 
  2017 

$’000 
 2016 

$’000 
Non-Current Investments     
Investment with the Public Trustee and Guardian  5,984  6,336 
     
Total Investments  5,984  6,336 
     
 

 

NOTE 15 PAYABLES 
  2017 

$’000 
 2016 

$’000 
Current Payables     
Trade Creditors a   224  276 
Accrued Expenses  4  8 
     
Total Payables  228  284 
     
a The decrease in trade creditors is due to a $50k recovery for the Default Insurance Fund being received in the 
Nominal Defendant bank account on 30 June 2016, which was payable to the Default Insurance Fund during 
2016-17.  
 
No payables are overdue. 
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NOTE 16 PROVISION FOR CLAIMS PAYABLE 
  2017 

$’000 
 2016 

$’000 
Inflated and Discounted Liability     
Gross Central Estimate  31,135  29,035 
Recoveries  (2,457)  (2,302) 
Claims Handling Expense  2,335  2,178 
     
Net Central Estimate  31,012  28,911 
     
Current Provision for Claims Payable     
Provision for Claims Payable  7,274  6,219 
     
Non-Current Provision for Claims Payable     
Provision for Claims Payable  23,738  22,692 
     
Total Provision for Claims Payable  31,012  28,911 
     
The provision for claims payable is an actuarial assessment based on assumptions outlined in Appendix D 
Change in Accounting Policy and Accounting Estimates– Actuarial Assumptions.  
The key factors impacting the increase in the gross central estimate since 30 June 2016 are as a result of natural 
growth (i.e. increases in the number of registered vehicles and the impacts of inflation), the differences in 
actual and expected payments and case estimates and changes in the assumed future inflation and discount 
rates.  
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NOTE 16 PROVISION FOR CLAIMS PAYABLE – CONTINUED 

Reconciliation to 30 June 2017 Gross Outstanding Claims 
 

($'000) 
Net central estimate including claims handling expenses at 30 June 2016 28,911 
Adjustment to gross excluding claims handing expenses 124 
Gross central estimate at 30 June 2016 29,035 
    
Less expected payments (1 July 2016 to 30 June 2017) (6,298) 
Plus unwind of discount 453 
Expected gross central estimate at 30 June 2017 23,190 
    
Add/(Less) impact of:   
- Actual vs expected claim payments 216 
- Other experience impacts 1,180 
- Change in blending of actuarial methods (1,002) 
- Change in projected case estimate assumptions (55) 
- Change in economic assumptions (627) 
Revised gross central estimate at 30 June 2017 (prior periods) 22,902 
    
Outstanding amounts arising from accident periods 1 July 2016 to 30 June 2017 8,232 
Gross central estimate at 30 June 2017 31,135 
  
Adjustment to net including claims handling expenses (122) 
Net central estimate including claims handling expenses at 30 June 2017 31,012 
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NOTE 17 FINANCIAL INSTRUMENTS 

Details of the significant policies and methods adopted, including the criteria for recognition, the basis of 
measurement, and the basis on which income and expenses are recognised, with respect to each class of financial 
asset and financial liability are disclosed in Appendix B – Significant Accounting Policies. 

(a) Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. 

Most of the Fund’s financial assets are held in floating interest rate arrangements and all of its financial liabilities 
are non-interest bearing. This means that the Fund is not exposed to movements in interest payable, however, it is 
exposed to movements in interest receivable.  

Interest rate risk for financial assets is managed by the Fund by only investing in floating interest rate investments 
that are low risk. Interest rate risk for financial liabilities is not actively managed by the Fund as these liabilities are 
held in non-interest bearing arrangements. 

There have been no changes in risk exposure or processes for managing risk since the last reporting period. 

Sensitivity Analysis 
Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if interest rates 
change by -/+ 1.0% per annum. 

 
 Carrying Amount (1.0%) 1.0% 

 2017 Profit/(Loss) Profit/(Loss) 
 $’000 $’000 $’000 

 
Financial Assets:    
Cash and Cash Equivalents 21,976 (220) 220 

 

(b) Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. The Fund’s credit risk is limited to the amount of the financial assets it holds net any 
allowance for impairment. 

Credit risk for cash and investments is managed by the Fund by only investing surplus funds with the Public Trustee 
and Guardian. The Public Trustee and Guardian has set appropriate investment criteria for the external fund 
manager it has engaged to manage the funds of agencies, resulting in an insignificant credit risk. No collateral is 
held by the Fund. 

The Fund also manages the credit risk for receivables by undertaking an assessment of the credit worthiness of 
debtors. A large proportion of the Fund’s receivables are from major Australian insurers, the ACT and 
Commonwealth Governments which means that the credit risk of these receivables going into default is low. 

There have been no changes in credit risk exposure since the last reporting period.  
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NOTE 16 PROVISION FOR CLAIMS PAYABLE – CONTINUED 
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NOTE 17 FINANCIAL INSTRUMENTS 

Details of the significant policies and methods adopted, including the criteria for recognition, the basis of 
measurement, and the basis on which income and expenses are recognised, with respect to each class of financial 
asset and financial liability are disclosed in Appendix B – Significant Accounting Policies. 

(a) Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. 

Most of the Fund’s financial assets are held in floating interest rate arrangements and all of its financial liabilities 
are non-interest bearing. This means that the Fund is not exposed to movements in interest payable, however, it is 
exposed to movements in interest receivable.  

Interest rate risk for financial assets is managed by the Fund by only investing in floating interest rate investments 
that are low risk. Interest rate risk for financial liabilities is not actively managed by the Fund as these liabilities are 
held in non-interest bearing arrangements. 

There have been no changes in risk exposure or processes for managing risk since the last reporting period. 

Sensitivity Analysis 
Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if interest rates 
change by -/+ 1.0% per annum. 
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(b) Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. The Fund’s credit risk is limited to the amount of the financial assets it holds net any 
allowance for impairment. 

Credit risk for cash and investments is managed by the Fund by only investing surplus funds with the Public Trustee 
and Guardian. The Public Trustee and Guardian has set appropriate investment criteria for the external fund 
manager it has engaged to manage the funds of agencies, resulting in an insignificant credit risk. No collateral is 
held by the Fund. 

The Fund also manages the credit risk for receivables by undertaking an assessment of the credit worthiness of 
debtors. A large proportion of the Fund’s receivables are from major Australian insurers, the ACT and 
Commonwealth Governments which means that the credit risk of these receivables going into default is low. 

There have been no changes in credit risk exposure since the last reporting period.  
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
(c) Liquidity Risk 

Liquidity risk is the risk that the Fund will encounter difficulties in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. To limit its exposure to liquidity risk, the 
Fund ensures that it has sufficient cash and cash equivalents to meet its estimated financial liabilities. The Fund 
may raise additional levies at any time to meet the cost of any unexpected increase in financial liabilities that may 
arise. 

The Fund’s exposure to liquidity risk in relation to its financial instruments and the management of this risk has not 
changed since the previous reporting period. 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2017. All financial 
assets and liabilities which have a floating interest rate or are non-interest bearing will mature in one year or less. 
All amounts appearing in the following maturity analysis are shown on an undiscounted cash flow basis. 

 

2017 

 Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 

1 Year 
or Less 

 

Over 1 
to 5 

Years 

More 
than 

5 Years 

Non- 
Interest 
Bearing 

 
 

Total 

 Note 
No. 

 $'000 $'000 $'000 $'000 $'000 $'000 

Financial Instruments         
         
Financial Assets         
Cash at Bank 12 2.37% 4,415 - - - - 4,415 
Short-term Investments 12 2.70% 17,560 - - - - 17,560 
Accrued Interest  13  - - - - 43 43 
Investments 14  - - - - 5,984 5,984 
Total Financial Assets   21,976 - - - 6,027 28,003 
         
Financial Liabilities         
Payables  15  - - - - (224) (224) 
Total Financial Liabilities   - - - - (224) (224) 
         
Net Financial Assets   21,976 - - - 5,803 27,779 
 
 
Reconciliation of Net Financial Assets to Net Liabilities as per 

the Balance Sheet 
  Note 

No. 
2017 

$’000 
     
Net Financial Assets (as above)    27,779 
Goods and Services Tax Receivable   13 103 
Accrued Revenue   13 1,606 
Accrued Expenses   15 (4) 
Provision for Claims Payable   16 (31,012) 
Net Liabilities as per the Balance Sheet    (1,528) 
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
(c) Liquidity Risk – Continued 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2016. All financial 
assets and liabilities which have a floating interest rate or are non-interest bearing will mature in one year or less. 
All amounts appearing in the following maturity analysis are shown on an undiscounted cash flow basis. 

 

2016 

 Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 

1 Year 
or Less 

 

Over 1 
to 5 

Years 

More 
than 

5 Years 

Non- 
Interest 
Bearing 

 
 

Total 

 Note 
No. 

 $'000 $'000 $'000 $'000 $'000 $'000 

Financial Instruments         
         
Financial Assets         
Cash at Bank 12 2.81% 3,575 - - - - 3,575 
Short-term Investments 12 2.91% 17,327 - - - - 17,327 
Accrued Interest  13  - - - - 114 114 
Investments 14  - - - - 6,336 6,336 
Total Financial Assets   20,902 - - - 6,450 27,352 
         
Financial Liabilities         
Payables  15  - - - - (276) (276) 
Total Financial Liabilities   - - - - (276) (276) 
         
Net Financial Assets   20,902 - - - 6,174 27,076 
 
 
Reconciliation of Net Financial Assets to Net Liabilities as per 

the Balance Sheet 
  No. 2016 

$’000 
     
Net Financial Assets (as above)    27,076 
Goods and Services Tax Receivable   13 84 
Accrued Revenue   13 1,303 
Accrued Expenses   15 (8) 
Provision for Claims Payable   16 (28,911) 
Net Liabilities as per the Balance Sheet    (456) 
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
(c) Liquidity Risk 

Liquidity risk is the risk that the Fund will encounter difficulties in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. To limit its exposure to liquidity risk, the 
Fund ensures that it has sufficient cash and cash equivalents to meet its estimated financial liabilities. The Fund 
may raise additional levies at any time to meet the cost of any unexpected increase in financial liabilities that may 
arise. 

The Fund’s exposure to liquidity risk in relation to its financial instruments and the management of this risk has not 
changed since the previous reporting period. 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2017. All financial 
assets and liabilities which have a floating interest rate or are non-interest bearing will mature in one year or less. 
All amounts appearing in the following maturity analysis are shown on an undiscounted cash flow basis. 
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Interest 
Bearing 
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Payables  15  - - - - (224) (224) 
Total Financial Liabilities   - - - - (224) (224) 
         
Net Financial Assets   21,976 - - - 5,803 27,779 
 
 
Reconciliation of Net Financial Assets to Net Liabilities as per 

the Balance Sheet 
  Note 

No. 
2017 

$’000 
     
Net Financial Assets (as above)    27,779 
Goods and Services Tax Receivable   13 103 
Accrued Revenue   13 1,606 
Accrued Expenses   15 (4) 
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
(c) Liquidity Risk – Continued 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2016. All financial 
assets and liabilities which have a floating interest rate or are non-interest bearing will mature in one year or less. 
All amounts appearing in the following maturity analysis are shown on an undiscounted cash flow basis. 

 

2016 

 Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 

1 Year 
or Less 

 

Over 1 
to 5 

Years 

More 
than 

5 Years 

Non- 
Interest 
Bearing 

 
 

Total 

 Note 
No. 

 $'000 $'000 $'000 $'000 $'000 $'000 

Financial Instruments         
         
Financial Assets         
Cash at Bank 12 2.81% 3,575 - - - - 3,575 
Short-term Investments 12 2.91% 17,327 - - - - 17,327 
Accrued Interest  13  - - - - 114 114 
Investments 14  - - - - 6,336 6,336 
Total Financial Assets   20,902 - - - 6,450 27,352 
         
Financial Liabilities         
Payables  15  - - - - (276) (276) 
Total Financial Liabilities   - - - - (276) (276) 
         
Net Financial Assets   20,902 - - - 6,174 27,076 
 
 
Reconciliation of Net Financial Assets to Net Liabilities as per 

the Balance Sheet 
  No. 2016 

$’000 
     
Net Financial Assets (as above)    27,076 
Goods and Services Tax Receivable   13 84 
Accrued Revenue   13 1,303 
Accrued Expenses   15 (8) 
Provision for Claims Payable   16 (28,911) 
Net Liabilities as per the Balance Sheet    (456) 
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
 2017 2016 
Carrying Amount of Each Category of Financial Assets $’000 $’000 
Financial Assets   
Financial Assets at Fair Value through the Profit and Loss Designated upon Initial 

Recognition 
 

5,984 
 

6,336 
Loans and Receivables Measured at Amortised Cost 43 114 
   
Financial Liabilities   
Financial Liabilities Measured at Amortised Cost 224 276 
   
(Loss)/Gains on Each Category of Financial Asset   
Financial Assets at Fair Value through the Profit and Loss Designated upon Initial 

Recognition 
 

(352) 
 

294 

(d) Price Risk 

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest rate risk or currency risk), whether these changes 
are caused by factors specific to individual financial instruments or its issuer, or factors affecting all similar financial 
instruments traded in the market. 

The price risk to which the Fund is exposed results from its investment with the Public Trustee and Guardian. The 
Fund has units in the Government Fixed Interest Trust Fund which fluctuate in value. The price fluctuations in the 
units of the Government Fixed Interest Trust Fund are caused by movements in the underlying investments of the 
fund. The underlying investments are managed by an external fund manager who invests in a variety of different 
bonds, including bonds issued by the Commonwealth Government, the State Government guaranteed Treasury 
corporations and semi-government authorities, as well as investment-grade corporate issues. To limit price risk, all 
the bonds that make up the underlying investments of the fixed interest fund must have a long-term credit rating 
of BBB- or greater. Anything rated BBB- or greater is considered investment grade. 

The aim of the fund manager is to match the total return of the UBS Australian Composite Board Index before 
taking into account fund fees and expenses. The Fund’s exposure to price risk and the management of this risk has 
not changed since the last reporting period. 

Sensitivity Analysis 

Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if unit values 
change by -/+ 3.42%. 

 Units Held  
30 June 2017 

Unit Value  
30 June 2017 

Carrying 
Amount 

(3.42%) 
Profit/(Loss) 

+3.42% 
Profit/(Loss) 

 Number of 
Units 

$ $ 000 $ 000 $ 000 

Financial Assets:      
      
Investments with the 

Public Trustee  
and Guardian 

 
 

5,909,583.37 

 
 

1.013 

 
 

5,984 

 
 

(205) 

 
 

205 
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NOTE 17  FINANCIAL INSTRUMENTS – CONTINUED 
(e) Fair Values of Financial Assets and Liabilities 

The carrying amounts and fair values of financial assets and liabilities at the end of the reporting period are: 

 
Note 
No. 

Carrying 
Amount 

2017 
$’000 

 
Fair Value 

2017  
$’000 

Carrying 
Amount 

2016 
$’000 

 
Fair Value 

2016 
$’000 

Financial Assets      
Cash and Cash Equivalents 12 21,976 21,976 20,902 20,902 

Receivables 13 43 43 114 114 

Investments  14 5,984 5,984 6,336 6,336 

Total Financial Assets  28,003 28,003 27,352 27,352 

      

Financial Liabilities      

Payables 15 224 224 276 276 

Total Financial Liabilities  224 224 276 276 
 

(f) Fair Value Hierarchy 

The carrying amount of financial assets measured at fair value, as well as the methods used to estimate the fair 
value are summarised in the table below. All other financial assets and liabilities are measured, subsequent to 
initial recognition, at amortised cost and as such are not included in the following table. 

 Classification According to the Fair Value Hierarchy 

2017  Level 1  Level 2  Level 3  Total  

 $’000  $’000  $’000  $’000 

Financial Assets 

Investment with the  
Public Trustee and Guardian -  5,984 -  5,984 

 

 Classification According to the Fair Value Hierarchy 

2016 Level 1  Level 2  Level 3  Total  

 $’000  $’000  $’000  $’000 

Financial Assets 

Investment with the  
Public Trustee and Guardian -  6,336 -  6,336 
  
Transfer Between Categories 

There have been no transfers of financial assets or financial liabilities between Level 1, 2 or 3 during the reporting 
period.  
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NOTE 17 FINANCIAL INSTRUMENTS – CONTINUED 
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corporations and semi-government authorities, as well as investment-grade corporate issues. To limit price risk, all 
the bonds that make up the underlying investments of the fixed interest fund must have a long-term credit rating 
of BBB- or greater. Anything rated BBB- or greater is considered investment grade. 

The aim of the fund manager is to match the total return of the UBS Australian Composite Board Index before 
taking into account fund fees and expenses. The Fund’s exposure to price risk and the management of this risk has 
not changed since the last reporting period. 

Sensitivity Analysis 

Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if unit values 
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NOTE 17  FINANCIAL INSTRUMENTS – CONTINUED 
(e) Fair Values of Financial Assets and Liabilities 
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Carrying 
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The carrying amount of financial assets measured at fair value, as well as the methods used to estimate the fair 
value are summarised in the table below. All other financial assets and liabilities are measured, subsequent to 
initial recognition, at amortised cost and as such are not included in the following table. 

 Classification According to the Fair Value Hierarchy 

2017  Level 1  Level 2  Level 3  Total  

 $’000  $’000  $’000  $’000 

Financial Assets 

Investment with the  
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Financial Assets 

Investment with the  
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NOTE 18 CASH FLOW RECONCILIATION 
(a) Reconciliation of Cash and Cash Equivalents at the End of the Reporting Period 

in the Cash Flow Statement to the Equivalent Items in the Balance Sheet 

2017 
$’000  

 2016 
$’000  

Total Cash Recorded in the Balance Sheet  21,976  20,902  

Cash at the End of the Reporting Period as Recorded in the Cash Flow 
Statement  21,976  20,902  

          

(b) Reconciliation of the Operating (Deficit) to the Net Cash Inflows from  
Operating Activities 

 
2017 

$’000  
 2016 

$’000  

Operating (Deficit) (1,073)  (1,045) 

    
Add/(Less) Items Classified as Investing or Financing    
Unrealised Loss/(Gains) on Investments 352  (294) 
Cash before Operating Assets and Liabilities (721)  (1,339) 
    
Changes in Operating Assets and Liabilities    
    
(Increase) in Receivables (251)  (30) 
(Decrease)/Increase in Payables (56)  188 
Increase in the Provision for Claims Payable 2,101  3,633 
    
Net Changes in Operating Assets and Liabilities 1,794  3,791 
    
Net Cash Inflows from Operating Activities 1,073  2,452 

 

NOTE 19 EVENTS OCCURRING AFTER BALANCE DATE 
There were no events occurring after 30 June 2017 which would affect the financial statements of the Fund in the 
current or future reporting periods.  
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NOTE 20 RELATED PARTY DISCLOSURES 

A related party is a person that controls or has significant influence over the reporting entity, or is a member of the 
Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
members and entities in which the KMP and/or their close family members individually or jointly have controlling 
interests. 

KMP are those persons having authority and responsibility for planning, directing and controlling the activities of 
the Fund, directly or indirectly.  

KMP of the Fund are the Under Treasurer and the General Manager of the ACT Insurance Authority. 

The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government and 
therefore related parties of the Fund. 

This note does not include typical citizen transactions between the KMP and the Fund that occur on terms and 
conditions no different to those applying to the general public. 

(a) Controlling Entity 

The Office of the Nominal Defendant of the ACT is an ACT Government related entity. 

(b) Key Management Personnel 
 

(b) (1) Compensation of Key Management Personnel 

Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 

Compensation of the Head of Service is included in the note on related party disclosures included in the Chief 
Minister, Treasury and Economic Development Directorate’s (CMTEDD) financial statements for the year ended  
30 June 2017. 

One of the KMP of the Fund is an employee of CMTEDD and is compensated by CMTEDD and one of the KMP of 
the Fund is an employee of the ACT Insurance Authority and is compensated by the ACT Insurance Authority. No 
KMP were compensated by the Fund. 

(b) (2) Transactions with Key Management Personnel 

There were no transactions with KMP that were material to the financial statements of the Fund. 

(b) (3) Transactions with parties related to Key Management Personnel 

There were no transactions with parties related to the KMP, including transactions with KMP’s close family 
members or other related entities that were material to the financial statements of the Fund. 

(c) Transactions with Other ACT Government Controlled Entities 

All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Fund.  
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NOTE 18 CASH FLOW RECONCILIATION 
(a) Reconciliation of Cash and Cash Equivalents at the End of the Reporting Period 

in the Cash Flow Statement to the Equivalent Items in the Balance Sheet 
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Changes in Operating Assets and Liabilities    
    
(Increase) in Receivables (251)  (30) 
(Decrease)/Increase in Payables (56)  188 
Increase in the Provision for Claims Payable 2,101  3,633 
    
Net Changes in Operating Assets and Liabilities 1,794  3,791 
    
Net Cash Inflows from Operating Activities 1,073  2,452 

 

NOTE 19 EVENTS OCCURRING AFTER BALANCE DATE 
There were no events occurring after 30 June 2017 which would affect the financial statements of the Fund in the 
current or future reporting periods.  
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NOTE 20 RELATED PARTY DISCLOSURES 

A related party is a person that controls or has significant influence over the reporting entity, or is a member of the 
Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
members and entities in which the KMP and/or their close family members individually or jointly have controlling 
interests. 

KMP are those persons having authority and responsibility for planning, directing and controlling the activities of 
the Fund, directly or indirectly.  

KMP of the Fund are the Under Treasurer and the General Manager of the ACT Insurance Authority. 

The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government and 
therefore related parties of the Fund. 

This note does not include typical citizen transactions between the KMP and the Fund that occur on terms and 
conditions no different to those applying to the general public. 

(a) Controlling Entity 

The Office of the Nominal Defendant of the ACT is an ACT Government related entity. 

(b) Key Management Personnel 
 

(b) (1) Compensation of Key Management Personnel 

Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 

Compensation of the Head of Service is included in the note on related party disclosures included in the Chief 
Minister, Treasury and Economic Development Directorate’s (CMTEDD) financial statements for the year ended  
30 June 2017. 

One of the KMP of the Fund is an employee of CMTEDD and is compensated by CMTEDD and one of the KMP of 
the Fund is an employee of the ACT Insurance Authority and is compensated by the ACT Insurance Authority. No 
KMP were compensated by the Fund. 

(b) (2) Transactions with Key Management Personnel 

There were no transactions with KMP that were material to the financial statements of the Fund. 

(b) (3) Transactions with parties related to Key Management Personnel 

There were no transactions with parties related to the KMP, including transactions with KMP’s close family 
members or other related entities that were material to the financial statements of the Fund. 

(c) Transactions with Other ACT Government Controlled Entities 

All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Fund.  
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LEGISLATIVE REQUIREMENT 

These general purpose financial statements have been prepared to comply with Australian Accounting Standards 
as required by the FMA. Accordingly these financial statements have been prepared in accordance with: 

(i) Australian Accounting Standards; and 
(ii) ACT Accounting and Disclosure Policies. 

ACCRUAL ACCOUNTING 

The financial statements have been prepared using the accrual basis of accounting, which recognises the effects of 
transactions and events when they occur. The financial statements have also been prepared according to the 
historical cost convention, except for assets such as those included in financial instruments which were measured 
at fair value in accordance with the valuation policies applicable to the Fund during the reporting period. 

CURRENCY 

These financial statements are presented in Australian dollars, which is the Fund’s functional currency. 

INDIVIDUAL REPORTING ENTITY 

The Fund is an individual reporting entity. 

REPORTING PERIOD 

These financial statements state the financial performance, change in equity and cash flows of the Fund for the 
year ended 30 June 2017 and with the financial position of the Fund at 30 June 2017.  

COMPARATIVE FIGURES 

Prior Year Comparatives 

Comparative information has been disclosed in respect of the previous period for amounts reported in the 
financial statements, except where an Australian Accounting Standard does not require comparative information 
to be disclosed. 

Where the presentation or classification of items in the financial statements is amended, the comparative amounts 
have been reclassified where practical. Where a reclassification has occurred, the nature, amount and reason for 
the reclassification is provided. 

Rounding 

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000). Use of “-“ 
represents zero amounts or amounts rounded down to zero. 
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SIGNIFICANT ACCOUNTING POLICIES – INCOME 

REVENUE RECOGNITION 

Revenue is recognised at the fair value of the consideration received or receivable in the Operating Statement.  

NOTE 4 – INTEREST AND DISTRIBUTIONS 

Interest revenue is recognised using the effective interest method. 

Distribution revenue is received from investments with the Public Trustee and Guardian ACT Fixed Interest 
Portfolio. This is recognised on an accrual basis using data supplied by the Public Trustee and Guardian ACT. 

NOTE 5 – LEVIES 

Levies are placed on Comprehensive Third Party Insurers and Self-Insurers in the ACT to ensure that the Fund has 
sufficient monies to satisfy claims. Levies are recognised in the Operating Statement when they have been levied. 

NOTE 6 – OTHER REVENUE 

Other Revenue includes unregistered vehicle permits and fines as well as recoveries received from uninsured 
owners or drivers. This revenue is recognised as revenue at the time of receipt. 

SIGNIFICANT ACCOUNTING POLICIES – EXPENSES 

NOTE 8 – CLAIMS EXPENSES 

Claims expenses include the movement in the provision for claims payable and other related claims expenses and 
are recognised in the financial statements. The provision covers claims reported but not yet paid; incurred but not 
yet reported (IBNR); incurred but not enough reported (IBNER) and the anticipated direct and indirect costs of 
settling those claims. The provision for claims payable are actuarially assessed by reviewing individual claim files 
and estimating changes in the ultimate cost of settling claims, IBNRs and associated settlement costs using 
statistics based on past experience and trends.  

SIGNIFICANT ACCOUNTING POLICIES – ASSETS 

ASSETS – CURRENT AND NON-CURRENT 

Assets classified as current or non-current in the Balance Sheet and in the relevant notes. Assets are classified as 
current where they are expected to be realised within twelve months after the reporting date.   Assets which do 
not fall within the current classification are classified as non-current. 

NOTE 12 – CASH AND CASH EQUIVALENTS 

Cash includes cash at bank.  Fund money held with the Public Trustee and Guardian Cash Trust Fund is classified as 
Cash Equivalent. The 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. Short-term investments 
held in a Cash Trust Account are managed by an external fund manager on behalf of the Public Trustee and 
Guardian.
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SIGNIFICANT ACCOUNTING POLICIES – INCOME – CONTINUED 

NOTE 13 – RECEIVABLES 

Accounts receivable are initially recognised at fair value and subsequently measured at amortised cost, with any 
adjustments to the carrying amount being recorded in the Operating Statement. 

Receivables include interest, goods and services taxation (GST) and accrued fines and levies. 

The collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are 
written off. An allowance for impairment is raised when some doubt as to collection exists. The allowance for 
impairment is based on objective evidence and review of overdue balances. The Fund considers the following is 
objective evidence of impairment: 

(i) becoming aware of financial difficulties of debtors;  
(ii) default payments; or 
(iii) debts more than 90 days overdue. 

NOTE 14 – INVESTMENTS 

Long-term investments are held with the Public Trustee and Guardian in a unit trust called the Fixed Interest 
Portfolio. The prices of units in the Fixed Interest Portfolio fluctuate in value. The net gains or loss on investments 
consists of the fluctuation in price of the units in the trust between the end of the last reporting period and the 
end of this reporting period as well as any profit on the sale of units in the unit trust (the profit being the 
difference between the price at the end of the last reporting period and the sale price). The net gains or loss do 
not include interest or dividend income. 

Long-term investments are measured at fair value with any adjustments to the carrying amount being recorded in 
the Operating Statement (refer to Note 7 – ‘Unrealised Gains on Investments’ and Note 10 – ‘Unrealised Loss on 
Investments’). Fair value is based on an underlying pool of investments which have quoted market prices at 
reporting date. 

SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES 

LIABILITIES – CURRENT AND NON-CURRENT 

Liabilities classified as current or non-current in the Balance Sheet and in the relevant notes.  Liabilities are 
classified as current when they are due to be settled within 12 months after the reporting date or the Fund doesn’t 
have an unconditional right to defer the settlement of the liability for at least 12 months after the reporting date.  
Liabilities which do not fall within the current classification are non-current.  

NOTE 15 – PAYABLES 

Payables are a financial liability and are initially recognised at fair value based on the transaction cost and 
subsequent to initial recognition at amortised cost, with any adjustments to the carrying amount being recorded in 
the Operating Statement. All amounts are normally settled within 30 days after the invoice date. 

Payables include trade payables and accrued expenses. 

Trade payables represent the amounts owing for goods and services received prior to the end of the reporting 
period and unpaid at the end of the reporting period relating to the normal operations of the Fund.  

Accrued expenses represent goods and services provided by other parties during the period that are unpaid at the 
end of the reporting period and where an invoice has not been received by period end. 
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SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES – CONTINUED 

NOTE 16 – PROVISION FOR CLAIMS PAYABLE  

Recoveries 

The Fund may receive recoveries from uninsured drivers, claimant third parties, and court associated recoveries. 
The recoveries are included in the actuarial calculations and are netted off from the value of outstanding claims. 

Measurement of the Provision for Outstanding Claims 

The Fund is not required to comply with Australian Accounting Standard AASB 1023: ‘General Insurance Contracts’ 
as its operations are not underpinned by contracts of insurance with its customers. Contracts of insurance need to 
be in existence in order for a reporting entity to apply AASB 1023. Instead, liabilities are reported under AASB 137: 
‘Provisions, Contingent Liabilities and Contingent Assets’. The measurement of liabilities under AASB 137 is based 
on an actuarial assessment, in the context of the Fund’s claims, equating to the central estimate of claim liabilities 
(i.e. without an explicit risk margin). 

Provision for Claims Payable  

An estimate of the provision for claims payable is completed annually by an independent actuary. The Fund has 
used the services of KPMG Actuarial Pty Limited to provide a full assessment of the provision for claims payable at 
30 June 2017. The movement in the provision for claims payable can either reduce claims expense in the case of a 
reduction in liability or increase claims expense in the case of an increase in liability. 

The expected future payments are estimated on the basis of the ultimate cost of settling claims, which is affected 
by factors arising during the period to settlement such as normal inflation and ‘superimposed inflation’. 
Superimposed inflation refers to factors such as trends in court awards, for example increases in the level and 
period of compensation for injury. The expected future payments are then discounted to present value using the 
Commonwealth Government Bond risk free rate. 

The provision for claims payable estimated to fall due within a twelve month period are classified as a current 
liability and all other claims payable are classified as a non-current liability. 
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SIGNIFICANT ACCOUNTING POLICIES – INCOME – CONTINUED 
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SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES – CONTINUED 
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IMPACT OF ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 
The following revised accounting standard has been issued by the Australian Accounting Standards Board but does 
not apply to the current reporting period. This standard is applicable to future reporting periods. The Fund does 
not intend to adopt this standard early. Where applicable, this Australian Accounting Standards will be adopted 
from its application date. 

The Fund is currently assessing the impact of the standards below, and while it is assumed there will be no 
material financial impact from their implementation there is potentially an impact on the classification, 
measurement and disclosures of the Fund’s financial assets. The Fund will make a more detailed assessment of the 
impact over the next 12 months.  

• AASB 9 Financial Instruments (December 2014) (application date 1 Jan 2018) 
This standard supersedes AASB 139 Financial Instruments: Recognition and Measurement. The main impact of 
AASB 9 is that it will change the classification, measurement and disclosures of the Fund’s financial assets. 

• AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) [AASB 1, 
3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137, 139, 1023 & 1038 and 
Interpretations 2, 5, 10, 12, 19 & 127]  (application date 1 Jan 2018) 
This standard makes consequential amendments to a number of standards and interpretations as a result of 
the issuing of AASB 9 in December 2010.  

• AASB 2014-1 Amendments to Australian Accounting Standards – Part E Financial Instruments [AASB 1, 3, 4, 
5,7,9 (December 2009), 9 (December 2010), 101, 102, 108, 112, 118, 120, 121, 132, 136, 137,139, 
Interpretation 2, 5,10, 12, 16, 19, and 107] (application date 1 Jan 2018);  
Part E of this standard defers the application of AASB 9 to 1 January 2018.  

• AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) [AASB 1, 
2, 3, 4, 5, 7, 13, 101, 102, 108, 110, 112, 120, 121, 123, 128, 132, 133, 136, 137, 139, 1023, 1038, 1049, 
Interpretation 2, 5, 10, 12, 16, 19 &127] (application date 1 Jan 2018). 
This standard makes consequential amendments to a number of standards and interpretations as a result the 
issuing of AASB 9 (December 2014).  
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CHANGE IN ACCOUNTING ESTIMATES 

The Fund had the following changes in accounting estimates during the reporting period. 

Changes in Actuarial Assumptions 

The Fund uses actuaries to estimate the provision for claims payable. Assumptions are based on past claims 
experience, risk exposure and projections of economic variables. As such, the estimate of the provision for claims 
payable will change each time the provision is assessed by the actuaries (refer to Note 16: ‘Provision for Claims 
Payable’). As a result of experience during the year and changes in valuation assumptions the provision of claims 
payable has increased by $2.101 million ($3.633 million increase in 2015-16) (refer to Note 8: ‘Claims Expense’ and 
Note 16: ‘Provision for Claims Payable’). 

Actuarial Assumptions 

The actuarial process for estimating the provision for claims payable comprises: 

• future compensation payments on open reported claims;  
• future compensation payments for claims that have been incurred but not reported (i.e. IBNR) and for claims 

that have been incurred where not enough is reported (i.e. IBNER); 
• any recoveries, including input tax credits, recoveries from owners of unregistered vehicles and sharing 

recoveries, where relevant; 
• an estimate of the costs associated with managing the claims, such as the staff costs for employees managing 

the claims; and 
• claims inflated and discounted to a ‘present value’ basis. 

Analysis and estimates are considered in aggregate, without being subdivided by claim types. 
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Actuarial Assumptions – Continued 

The approaches used to estimate the liability for all claims were as follows: 

Method 1 Projected Case Estimates 

• historical claim payments of the previous and current Nominal Defendant and case estimates were 
summarised by accident and payment year; 

• adequacy of case estimates was assessed by comparing the case estimates for a given accident year at each 
year end, with payments in the following year added to case estimates at the following year end. 
Consideration was given to the need to assume future increases in case estimates; and 

• a rate of payout was assumed, with the projected payments then discounted to a present value, to allow for 
the expected timing of those payments. 

Method 2 Payment per Claims Incurred 

• the number of IBNR claims was projected by selecting a reporting pattern based on analysis of the ratio of the 
cumulative numbers of claims reported for each accident year at successive year ends; 

• claim payments were inflated to a common year (the 2015-16 year) using historical inflation indices; 
• the payment pattern per number of claims incurred was analysed for each accident year, and an assumption 

made regarding a base average claim size (implicitly incorporating reported to date, IBNR and IBNER) and 
payment pattern for the run off of claims incurred to 30 June 2016; and 

• the average claim size and pattern was applied to the reported and projected future reported claim numbers 
to derive projected payments.  These were adjusted for future claims inflation and discounted to present 
value, allowing for the expected timing of those payments. 

Method 3 Incurred Chain Ladder 

• historical claim payments of the previous and current Nominal Defendant and case estimates were 
summarised by accident and payment year; 

• case estimates for each accident year were added to payments for each accident year at each year end. The 
ratio of these numbers for a given accident year at successive year ends was considered, to select a 
prospective ratio for future claims development; and 

• a payment pattern for the run off of claims incurred to 30 June 2017 was estimated, with the timing of future 
payments allowed for via adjustments for future claims inflation and discounting. 

A blend of methods is adopted reflecting the relative strengths of each method in projecting liabilities at different 
stages of development. A similar blend was used in the prior reporting period.  
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Actuarial Assumptions – Continued 

Table 1 – Selected Actuarial Assumptions – outlines the main assumptions which were made in estimating the 
provision for claims payable 

Assumption 2017 2016 

Case estimate development factors (Method 1) Peak of 1.42 
reducing to 1 

Peak of 1.42 
reducing to 1 

Gross average claim size current year values (Method 2) $154,263 $145,531 

Incurred development factors (Method 3) Peak of 2.10 
reducing to 1 

Peak of 1.40 
reducing to 1 

Claims inflation – wage inflation 3.5% p.a. 3.75% p.a. 

Claims inflation – superimposed inflation 2.5% p.a. 3.0% p.a. 

Discount rate 2.18% 1.75% 

Discounted average term to settlement 3.0 years 3.1 years 

Claims handling expenses 7.5% 7.5% 

Case Estimate Development Factors 

For those years with reliance on Method 1, the stated case estimate is projected to change by a factor of up to 
1.42 (i.e. an increase of 42%) in any particular development year. Based on historical analysis, no further increase 
in estimates is projected to occur after eight years.  

Gross Average Claim Size 

For those years with reliance on Method 2, the average claim size has been determined based on analysis of the 
quantum of payments at each stage of development relative to the number of claims ultimately incurred. The 
current values are then inflated to the estimated date of payments and discounted for the time value of money. 

Incurred Development Factors 

For those years with reliance on Method 3, the incurred (sum of payments plus outstanding case estimates) is 
projected to change by a factor of up to 2.1 (i.e. an increase of 110%) in any particular development year. 

Claims Inflation Rate 

A base wage inflation rate of 3.5% per annum has been selected. However, claims costs have a tendency to 
increase above the rate of wage inflation over time. A rate of 2.5% per annum for additional (i.e. superimposed) 
inflation has been adopted. Method 2 uses these assumptions, while inflation is implicit in Method 1 and  
Method 3.  
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Actuarial Assumptions – Continued 

The approaches used to estimate the liability for all claims were as follows: 

Method 1 Projected Case Estimates 

• historical claim payments of the previous and current Nominal Defendant and case estimates were 
summarised by accident and payment year; 

• adequacy of case estimates was assessed by comparing the case estimates for a given accident year at each 
year end, with payments in the following year added to case estimates at the following year end. 
Consideration was given to the need to assume future increases in case estimates; and 

• a rate of payout was assumed, with the projected payments then discounted to a present value, to allow for 
the expected timing of those payments. 

Method 2 Payment per Claims Incurred 

• the number of IBNR claims was projected by selecting a reporting pattern based on analysis of the ratio of the 
cumulative numbers of claims reported for each accident year at successive year ends; 

• claim payments were inflated to a common year (the 2015-16 year) using historical inflation indices; 
• the payment pattern per number of claims incurred was analysed for each accident year, and an assumption 

made regarding a base average claim size (implicitly incorporating reported to date, IBNR and IBNER) and 
payment pattern for the run off of claims incurred to 30 June 2016; and 

• the average claim size and pattern was applied to the reported and projected future reported claim numbers 
to derive projected payments.  These were adjusted for future claims inflation and discounted to present 
value, allowing for the expected timing of those payments. 

Method 3 Incurred Chain Ladder 

• historical claim payments of the previous and current Nominal Defendant and case estimates were 
summarised by accident and payment year; 

• case estimates for each accident year were added to payments for each accident year at each year end. The 
ratio of these numbers for a given accident year at successive year ends was considered, to select a 
prospective ratio for future claims development; and 

• a payment pattern for the run off of claims incurred to 30 June 2017 was estimated, with the timing of future 
payments allowed for via adjustments for future claims inflation and discounting. 

A blend of methods is adopted reflecting the relative strengths of each method in projecting liabilities at different 
stages of development. A similar blend was used in the prior reporting period.  
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Actuarial Assumptions – Continued 

Table 1 – Selected Actuarial Assumptions – outlines the main assumptions which were made in estimating the 
provision for claims payable 

Assumption 2017 2016 

Case estimate development factors (Method 1) Peak of 1.42 
reducing to 1 

Peak of 1.42 
reducing to 1 

Gross average claim size current year values (Method 2) $154,263 $145,531 

Incurred development factors (Method 3) Peak of 2.10 
reducing to 1 

Peak of 1.40 
reducing to 1 

Claims inflation – wage inflation 3.5% p.a. 3.75% p.a. 

Claims inflation – superimposed inflation 2.5% p.a. 3.0% p.a. 

Discount rate 2.18% 1.75% 

Discounted average term to settlement 3.0 years 3.1 years 

Claims handling expenses 7.5% 7.5% 

Case Estimate Development Factors 

For those years with reliance on Method 1, the stated case estimate is projected to change by a factor of up to 
1.42 (i.e. an increase of 42%) in any particular development year. Based on historical analysis, no further increase 
in estimates is projected to occur after eight years.  

Gross Average Claim Size 

For those years with reliance on Method 2, the average claim size has been determined based on analysis of the 
quantum of payments at each stage of development relative to the number of claims ultimately incurred. The 
current values are then inflated to the estimated date of payments and discounted for the time value of money. 

Incurred Development Factors 

For those years with reliance on Method 3, the incurred (sum of payments plus outstanding case estimates) is 
projected to change by a factor of up to 2.1 (i.e. an increase of 110%) in any particular development year. 

Claims Inflation Rate 

A base wage inflation rate of 3.5% per annum has been selected. However, claims costs have a tendency to 
increase above the rate of wage inflation over time. A rate of 2.5% per annum for additional (i.e. superimposed) 
inflation has been adopted. Method 2 uses these assumptions, while inflation is implicit in Method 1 and  
Method 3.  
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Actuarial Assumptions – Continued 

Discount Rate 

The estimate of the Fund’s liability is provided on both a discounted (i.e. allowing for future investment income) 
and undiscounted basis. To discount the liability, the Fund has used the market yield at 30 June 2017 on 
Commonwealth bonds, which gives a weighted average discount rate of 2.18%. 

Discounted Average Term to Settlement  

The discounted average term to settlement has been determined based on weighted average historic settlement 
patterns. 

Claims Handling Expenses  

Based on a review of the Fund’s expenses in recent years, the Fund has adopted a claims handling expenses rate of 
7.5% of the gross provision for claims payable. 

Sensitivity Analysis  

The provision for claims payable valuation relies on three key methods, each of which relies on certain 
assumptions about the experience of claims which are already incurred, but not yet fully paid. To understand the 
impact of variations in these assumptions, the Fund made changes to each assumption and quantified the impact 
on the outstanding claims result for the Fund. 

Table 2 – Selected Assumption Sensitivity 

Assumption Sensitivity Change 

Scenario net 
provision for 

claims payable 
$’000 

Difference from 
net provision for 

claims payable 
$’000 

 
 

Difference 
% 

Net provision for claims payable  31,012   

     

Projected case estimate development – until year 8 +5% 32,161 1,148 3.7 

Payment per claim incurred – average claim size +5% 31,793 781 2.5 

Incurred chain ladder first development factor +10% 31,411 398 1.3 

Claims inflation rate +1% 31,657 645 2.1 

Discount rate -1% 31,936 924 3.0 
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Actuarial Assumptions – Continued 

Explanation of Scenario Assumptions:  

• The net provision for claims payable is net of any recoveries, inclusive of claims handling expenses and 
‘central’ in the sense that it is not intentionally over or underestimated (i.e. the estimate does not include a 
margin for uncertainty). 

• The projected case estimate method relies on assumptions regarding the adequacy of case estimates at any 
given period to cover the remaining run off cost of those claims. Therefore, ‘development factors’ are 
assumed that are intended to reflect the natural rate of increase (or decrease) of estimates as additional 
information or other factors come to light. 

• The payment per claim incurred method relies on an assumption regarding the average payment made in each 
period for each claim that was incurred. An increase in assumption implies a higher average claim cost and 
therefore a higher estimate of liabilities.  

• The incurred chain ladder method relies on stability in the development of the reported claim costs (sum of 
payments plus outstanding case estimates) over time. ‘Development factors’ are assumed to reflect the 
expected development in the reported claim costs in each future year. 

Impact of Movement in Variables 

Case estimate development 
The provision for claims payable relies in part on the case estimates held by the Fund. Case estimates are assumed 
to develop over time and higher case estimate development assumptions would result in an increase in the claims 
provision for those periods relying on this method. 

Average claim size 
The provision for claims payable relies on the average claim size assumptions.  An increase in the base average 
claim size from which future payments are derived would have a proportionate impact on those periods relying on 
this method. 

Incurred chain ladder 

The provision for claims payable relies in part on the assumed development of the reported claim costs. An 
increase in assumed development factors would result in an increase in the claims provision for those periods 
relying on this method. 

Inflation and superimposed inflation rates 

Expected future payments are inflated to take account of inflationary increases. In addition to the general 
economic inflation rate, an amount is superimposed to account for non-economic inflationary factors, such as 
increases in court awards. Such rates of superimposed inflation are specific to the model adopted. An increase in 
the assumed levels of either economic or superimposed inflation would have a corresponding and magnified 
impact on claims expense, given the long-tail nature of these liabilities. 

Discount rate 
The provision for claims payable is calculated by reference to expected future payments. These payments are 
discounted to adjust for the time value of money. A decrease in the assumed discount rate will increase the total 
claims expense.  
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Actuarial Assumptions – Continued 

Discount Rate 

The estimate of the Fund’s liability is provided on both a discounted (i.e. allowing for future investment income) 
and undiscounted basis. To discount the liability, the Fund has used the market yield at 30 June 2017 on 
Commonwealth bonds, which gives a weighted average discount rate of 2.18%. 

Discounted Average Term to Settlement  

The discounted average term to settlement has been determined based on weighted average historic settlement 
patterns. 

Claims Handling Expenses  

Based on a review of the Fund’s expenses in recent years, the Fund has adopted a claims handling expenses rate of 
7.5% of the gross provision for claims payable. 

Sensitivity Analysis  

The provision for claims payable valuation relies on three key methods, each of which relies on certain 
assumptions about the experience of claims which are already incurred, but not yet fully paid. To understand the 
impact of variations in these assumptions, the Fund made changes to each assumption and quantified the impact 
on the outstanding claims result for the Fund. 

Table 2 – Selected Assumption Sensitivity 

Assumption Sensitivity Change 

Scenario net 
provision for 

claims payable 
$’000 

Difference from 
net provision for 

claims payable 
$’000 

 
 

Difference 
% 

Net provision for claims payable  31,012   

     

Projected case estimate development – until year 8 +5% 32,161 1,148 3.7 

Payment per claim incurred – average claim size +5% 31,793 781 2.5 

Incurred chain ladder first development factor +10% 31,411 398 1.3 

Claims inflation rate +1% 31,657 645 2.1 

Discount rate -1% 31,936 924 3.0 
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Actuarial Assumptions – Continued 

Explanation of Scenario Assumptions:  

• The net provision for claims payable is net of any recoveries, inclusive of claims handling expenses and 
‘central’ in the sense that it is not intentionally over or underestimated (i.e. the estimate does not include a 
margin for uncertainty). 

• The projected case estimate method relies on assumptions regarding the adequacy of case estimates at any 
given period to cover the remaining run off cost of those claims. Therefore, ‘development factors’ are 
assumed that are intended to reflect the natural rate of increase (or decrease) of estimates as additional 
information or other factors come to light. 

• The payment per claim incurred method relies on an assumption regarding the average payment made in each 
period for each claim that was incurred. An increase in assumption implies a higher average claim cost and 
therefore a higher estimate of liabilities.  

• The incurred chain ladder method relies on stability in the development of the reported claim costs (sum of 
payments plus outstanding case estimates) over time. ‘Development factors’ are assumed to reflect the 
expected development in the reported claim costs in each future year. 

Impact of Movement in Variables 

Case estimate development 
The provision for claims payable relies in part on the case estimates held by the Fund. Case estimates are assumed 
to develop over time and higher case estimate development assumptions would result in an increase in the claims 
provision for those periods relying on this method. 

Average claim size 
The provision for claims payable relies on the average claim size assumptions.  An increase in the base average 
claim size from which future payments are derived would have a proportionate impact on those periods relying on 
this method. 

Incurred chain ladder 

The provision for claims payable relies in part on the assumed development of the reported claim costs. An 
increase in assumed development factors would result in an increase in the claims provision for those periods 
relying on this method. 

Inflation and superimposed inflation rates 

Expected future payments are inflated to take account of inflationary increases. In addition to the general 
economic inflation rate, an amount is superimposed to account for non-economic inflationary factors, such as 
increases in court awards. Such rates of superimposed inflation are specific to the model adopted. An increase in 
the assumed levels of either economic or superimposed inflation would have a corresponding and magnified 
impact on claims expense, given the long-tail nature of these liabilities. 

Discount rate 
The provision for claims payable is calculated by reference to expected future payments. These payments are 
discounted to adjust for the time value of money. A decrease in the assumed discount rate will increase the total 
claims expense.  



284    Chief Minister, Treasury and Economic Development Directorate: Annual Report 2016-17   Volume 2.2

Office of the Nominal Defendant of the ACT 
Appendix D – Change in Accounting Policy and Accounting Estimates – 

Continued 
 
 

34 
 

Actuarial Assumptions – Continued 

Uncertainty 

General sources of uncertainty 

General areas of uncertainty include: 

• data error – the base data can contain material errors or may not be representative of the current portfolio of 
claims; 

• model error – incorrect or inappropriate models may be used to project the future claims; 
• parameter error – the selected values for various assumptions within the valuation are in some cases based on 

judgement and may not accurately represent the future values for the parameters; 
• random error – claims development is, by its nature, subject to random variation; and 

• unforeseen developments due to events including jury decisions, court interpretations, legislative changes, 
public attitudes, potential sources of ‘latent claims’ (e.g. child claims in the context of compulsory third party), 
and social/economic conditions such as inflation. 

Fund specific sources of uncertainty 

Specific sources of uncertainty of note include: 

• the number of claims reported has been increasing in recent years, beyond that which might be expected as a 
result of a greater number of vehicles on the roads. Initial reports for the 2017 accident year are lower than 
the 2016 year at the same stage of development, however the factors of this is unclear.  There is a risk that 
the low initial reports will be counteracted by higher than expected reports over the next 12 months.  To the 
extent that the lower observed frequency reflects changes in claimant behaviour, there is also a risk that the 
reduction in numbers does not have a commensurate impact on cost. Models that project cost based on 
continuation of the past average claim sizes could potentially understate the liability; 

• the small number of claims in each year leads to significant volatility. Separating trends from variation can be 
challenging. The size of the portfolio also means that having more or fewer large claims will lead to significant 
variations in incurred cost between injury years. Models based on continuation of past averages will not 
necessarily reflect this variability; 

• the change in administration of the portfolio of claims. Although there are now a number of years of data, 
payments can continue for many years after the initial accident. Therefore, the impact of any changes in 
claims management on the experience in the ‘tail’ (i.e. later durations) remains subject to some uncertainty; 
and 

• input errors and the currency of the data. Delays or errors in entering data into the database will affect how 
reliable the data is. The need for manual adjustments introduces additional risk to the process; however, the 
number of amendments has reduced over time. 
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Actuarial Assumptions – Continued 

Uncertainty 

General sources of uncertainty 

General areas of uncertainty include: 

• data error – the base data can contain material errors or may not be representative of the current portfolio of 
claims; 

• model error – incorrect or inappropriate models may be used to project the future claims; 
• parameter error – the selected values for various assumptions within the valuation are in some cases based on 

judgement and may not accurately represent the future values for the parameters; 
• random error – claims development is, by its nature, subject to random variation; and 

• unforeseen developments due to events including jury decisions, court interpretations, legislative changes, 
public attitudes, potential sources of ‘latent claims’ (e.g. child claims in the context of compulsory third party), 
and social/economic conditions such as inflation. 

Fund specific sources of uncertainty 

Specific sources of uncertainty of note include: 

• the number of claims reported has been increasing in recent years, beyond that which might be expected as a 
result of a greater number of vehicles on the roads. Initial reports for the 2017 accident year are lower than 
the 2016 year at the same stage of development, however the factors of this is unclear.  There is a risk that 
the low initial reports will be counteracted by higher than expected reports over the next 12 months.  To the 
extent that the lower observed frequency reflects changes in claimant behaviour, there is also a risk that the 
reduction in numbers does not have a commensurate impact on cost. Models that project cost based on 
continuation of the past average claim sizes could potentially understate the liability; 

• the small number of claims in each year leads to significant volatility. Separating trends from variation can be 
challenging. The size of the portfolio also means that having more or fewer large claims will lead to significant 
variations in incurred cost between injury years. Models based on continuation of past averages will not 
necessarily reflect this variability; 

• the change in administration of the portfolio of claims. Although there are now a number of years of data, 
payments can continue for many years after the initial accident. Therefore, the impact of any changes in 
claims management on the experience in the ‘tail’ (i.e. later durations) remains subject to some uncertainty; 
and 

• input errors and the currency of the data. Delays or errors in entering data into the database will affect how 
reliable the data is. The need for manual adjustments introduces additional risk to the process; however, the 
number of amendments has reduced over time. 
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INDEPENDENT AUDIT REPORT 

DEFAULT INSURANCE FUND 

To the Members of the ACT Legislative Assembly 

Audit opinion 

I am providing an unqualified audit opinion on the financial statements of the Default Insurance 
Fund (the Fund) for the year ended 30 June 2017. The financial statements comprise the operating 
statement, balance sheet, statement of changes in equity, cash flow statement and accompanying 
notes. 

In my opinion, the financial statements: 

(i) are presented in accordance with the Australian Accounting Standards and other mandatory 
financial reporting requirements in Australia; and 

(ii) present fairly the financial position of the Fund and results of its operations and cash flows. 

Basis for the audit opinion 

The audit was conducted in accordance with the Australian Auditing Standards. I have complied 
with the requirements of the Accounting Professional and Ethical Standards 110 Code of Ethics for 
Professional Accountants. 

I believe that sufficient evidence was obtained during the audit to provide a basis for the audit 
opinion. 

Responsibility for preparing and fairly presenting the financial statements 

The Fund Manager is responsible for: 

• preparing and fairly presenting the financial statements in accordance with the Australian 
Accounting Standards; 

• determining the internal controls necessary for the preparation and fair presentation of 
financial statements so that they are free from material misstatements, whether due to error 
or fraud; and 

• assessing the ability of the Fund to continue as a going concern and disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting in 
preparing the financial statements. 

Responsibility for the audit of the financial statements 

The Auditor-General is responsible for issuing an audit report that includes an independent audit 
opinion on the financial statements of the Fund. 
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As required by Australian Auditing Standards, the auditors: 

• applied professional judgement and maintained scepticism; 
• identified and assessed the risks of material misstatements due to error or fraud and 

implemented procedures to address these risks so that sufficient evidence was obtained to 
form an audit opinion. The risk of not detecting material misstatements due to fraud is higher 
than the risk due to error, as fraud may involve collusion, forgery, intentional omissions or 
misrepresentations or the override of internal controls; 

• obtained an understanding of internal controls to design audit procedures for forming an 
audit opinion; 

• evaluated accounting policies and estimates used to prepare the financial statements and 
disclosures made in the financial statements; 

• evaluated the overall presentation and content of the financial statements, including 
whether they present the underlying transactions and events in a manner that achieves fair 
presentation; 

• reported the scope and timing of the audit and any significant deficiencies in internal controls 
identified during the audit to the Fund Manager; and 

• assessed the going concern* basis of accounting used in the preparation of the financial 
statements.  

(*Where the auditor concludes that a material uncertainty exists which cast significant doubt on 
the appropriateness of using the going concern basis of accounting, the auditor is required to draw 
attention in the audit report to the relevant disclosures in the financial statements or, if such 
disclosures are inadequate, the audit opinion is to be modified. The auditor’s conclusions on the 
going concern basis of accounting are based on the audit evidence obtained up to the date of this 
audit report. However, future events or conditions may cause the entity to cease to continue as a 
going concern.) 

Limitations on the scope of the audit 

An audit provides a high level of assurance about whether the financial statements are free from 
material misstatements, whether due to fraud or error. However, an audit cannot provide a 
guarantee that no material misstatements exist due to the use of selective testing, limitations of 
internal control, persuasive rather than conclusive nature of audit evidence and use of professional 
judgement in gathering and evaluating evidence. 

An audit does not provide assurance on the: 

• reasonableness of budget information included in the financial statements; 
• prudence of decisions made by the Fund;  
• adequacy of controls implemented by the Fund; or 
• integrity of the audited financial statements presented electronically or information 

hyperlinked to or from the financial statements. Assurance can only be provided for the 
printed copy of the audited financial statements. 

 
Ajay Sharma 
Acting Director, Financial Audits 
14 September 2017 
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Default Insurance Fund  
Operating Statement 

For the Year Ended 30 June 2017 

6 
 

 
 
 Note 

No. 
CIF 

Actual 
2017 

$’000 

CIF 
Actual 

2016 
$’000 

 UEF 
Actual 

2017 
$’000 

UEF 
Actual 

2016 
$’000 

 DIF 
Actual 

2017 
$’000 

DIF 
Actual 

2016 
$’000 

Income          
Interest and 
Distributions 

4 486 508  236 224  722 732 

Levies 5 - -  2,663 817  2,663 817 
Recoveries 
(Losses)/Earnings 

6 7 653  (59) 134  (52) 787 

Other Revenue 7 - -  106 158  106 158 
Total Income  493 1,161  2,946 1,333  3,439 2,494 
          
Expenses          
Employee Expenses 8 - -  48 75  48 75 
Superannuation 
Expenses 

8 - -  8 24  8 24 

Claims (Credit)/Expense 9 (34) 72  167 536  133 608 
Supplies and Services 10 47 46  163 157  210 203 
Total Expenses  13 118  386 792  399 910 
          
Operating Surplus  480 1,043  2,560 541  3,040 1,584 
          
Other Comprehensive 
Income 

 - -  - -  - - 

Total Comprehensive 
Income 

  
480 

 
1,043 

  
2,560 

 
541 

  
3,040 

 
1,584 

The above Operating Statement should be read in conjunction with the accompanying notes. 
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 Note 

No. 
CIF 

Actual 
2017 

$’000 

CIF 
Actual 

2016 
$’000 

 UEF 
Actual 

2017 
$’000 

UEF 
Actual 

2016 
$’000 

 DIF 
Actual 

2017 
$’000 

DIF 
Actual 

2016 
$’000 

Income          
Interest and 
Distributions 

4 486 508  236 224  722 732 

Levies 5 - -  2,663 817  2,663 817 
Recoveries 
(Losses)/Earnings 

6 7 653  (59) 134  (52) 787 

Other Revenue 7 - -  106 158  106 158 
Total Income  493 1,161  2,946 1,333  3,439 2,494 
          
Expenses          
Employee Expenses 8 - -  48 75  48 75 
Superannuation 
Expenses 

8 - -  8 24  8 24 

Claims (Credit)/Expense 9 (34) 72  167 536  133 608 
Supplies and Services 10 47 46  163 157  210 203 
Total Expenses  13 118  386 792  399 910 
          
Operating Surplus  480 1,043  2,560 541  3,040 1,584 
          
Other Comprehensive 
Income 

 - -  - -  - - 

Total Comprehensive 
Income 

  
480 

 
1,043 

  
2,560 

 
541 

  
3,040 

 
1,584 

The above Operating Statement should be read in conjunction with the accompanying notes. 
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 Note 
No. 

CIF 
Actual 

2017 
$’000 

CIF 
Actual 

2016 
$’000 

 UEF 
Actual 

2017 
$’000 

UEF 
Actual 

2016 
$’000 

 DIF 
Actual 

2017 
$’000 

DIF 
Actual 

2016 
$’000 

Current Assets          
Cash and Cash Equivalents 12 18,290 17,908  10,188 8,218  28,478 26,126 
Receivables 13 - -  585 747  585 747 
Total Current Assets  18,290 17,908  10,773 8,965  29,063 26,873 
          
Non-Current Assets          
Receivables 13 - -  578 666  578 666 
Total Non-Current Assets  - -  578 666  578 666 
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Provision for Claims 
Payable  

16 40 83  1,032 817  1,072 900 

Total Current Liabilities  42 85  1,104 892  1,146 977 
          
Non-Current Liabilities          
Provision for Claims 
Payable 

16 908 963  7,145 8,198  8,053 9,161 

Total Non-Current 
Liabilities 

 908 963  7,145 8,198  8,053 9,161 

Total Liabilities  950 1,048  8,249 9,090  9,199 10,138 
          
Net Assets  17,340 16,860  3,102 541  20,442 17,401 
          
Equity          
Accumulated Funds  17,340 16,860  3,102 541  20,442 17,401 
          
Total Equity  17,340 16,860  3,102 541  20,442 17,401 

The above Balance Sheet should be read in conjunction with the accompanying notes. 
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 Note CIF CIF  UEF UEF  DIF DIF 
 No. Actual Actual  Actual Actual  Actual Actual 
  2017 2016  2017 2016  2017 2016 
  $’000 $’000  $’000 $’000  $’000 $’000 
Cash Flow From Operating 
Activities  

         

Receipts          
Interest and Distributions Received  486 508  236 224  722 732 
Levies  - -  2,676 2,266  2,676 2,266 
Recoveries  7 654  153 138  160 792 
Goods and Services Input Tax 

Credits from the Australian 
Taxation Office 

  
- 

 
- 

  
59 

 
59 

  
59 

 
59 

Other Revenue  - -  135 118  135 118 
Total Receipts from Operating 

Activities 
  

493 
 

1,162 
  

3,259 
 

2,805 
  

3,752 
 

3,967 
          
Payments          
Employee   - -  69 122  69 122 
Supplies and Services  47 47  157 126  204 173 
Payment of Claims  64 22  1,003 1,512  1,067 1,534 
Goods and Services Tax Paid to 

Suppliers 
  

- 
 

- 
  

60 
 

59 
  

60 
 

59 
Total Payments for Operating 

Activities 
  

111 
 

69 
  

1,289 
 

1,819 
  

1,400 
 

1,888 
          
Net Cash Inflows from Operating 

Activities 
 

18(b) 
 

382 
 

1,093 
  

1,970 
 

986 
  

2,351 
 

2,079 
          
Net Increase in Cash and Cash 

Equivalents 
  

382 
 

1,093 
  

1,970 
 

986 
  

2,351 
 

2,079 
Cash and Cash Equivalents at the 

Beginning of the Reporting 
Period 

  
17,908 

 
16,815 

  
8,218 

 
7,232 

  
26,126 

 
24,047 

Cash and Cash Equivalents at the 
End of the Reporting Period 

 
18(a) 

 
18,290 

 
17,908 

  
10,188 

 
8,218 

  
28,478 

 
26,126 

The above Cash Flow Statement should be read in conjunction with the accompanying notes. 
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NOTE 1 OBJECTIVES OF THE DEFAULT INSURANCE FUND 

Operations and Principal Activities of the Default Insurance Fund 

The Default Insurance Fund (the Fund) was established on 1 July 2006 and operates under the Workers’ 
Compensation Act 1951. The objectives of the Fund are to: 

• provide a safety net mechanism to meet the costs of workers’ compensation claims made by workers where: 

(i) an employer does not have a compulsory insurance policy; or 
(ii) an approved insurer is wound up under the Corporations Act 2001 or cannot provide the indemnity 

required under a compulsory insurance policy; 

• ensure that workers who are injured in the circumstances listed above, receive the same entitlements as an 
injured worker would receive where the employer did have insurance, and the employer is able to provide 
indemnity; 

• make payment of statutory entitlements under the Workers Compensation Act 1951; and 

• satisfy or settle claims. 

The Fund keeps separate accounts for the Uninsured Employer Fund (UEF) for claims made against employers 
without compulsory insurance policies and for the Collapsed Insurer Fund (CIF) for claims made against an insurer 
which cannot provide the indemnity. 

Funds required to satisfy the cost of claims and other relevant expenses for the Fund are not guarantee by the 
ACT Government however, Part 8.2 of the Workers Compensation ACT 1951 allows the Fund Manager to impose 
contributions and supplementary contributions on approved insurers and self-insurers to meet the cost of claims. 

NOTE 2 SIGNIFICANT ACCOUNTING POLICIES 

Refer to the following appendices for the notes comprising significant accounting policies and other explanatory 
information. 

Appendix A – Basis of Preparation of the Financial Statements 

Appendix B – Significant Accounting Policies 

Appendix C – Impact of Accounting Standards Issued but Yet to be Applied 

NOTE 3 CHANGE IN ACCOUNTING POLICY AND ACCOUNTING ESTIMATES 

Refer to Appendix D – Change in Accounting Policy and Accounting Estimates. 
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NOTE 4 INTEREST AND DISTRIBUTIONS 
  2017 

$’000 
 2016 

$’000 
Interest and Distributions     
Distributions from the Cash Trust Account  474  471 
Interest from Bank   12  37 
Collapsed Insurer Fund  486  508 
     
Distributions from the Cash Trust Account  157  163 
Interest from Bank   79  61 
Uninsured Employer Fund  236  224 
     
Total Interest and Distributions  722  732 
     

 

NOTE 5 LEVIES 

Each year a review of the Uninsured Employer Fund is undertaken by the Fund Manager to determine an 
appropriate levy to impose on all approved workers’ compensation insurers and self-insurers who are currently 
operating in the Territory. On 1 July 2010 a funding model was introduced with the aim to address the 
unfunded component of the provision for claims payable and to build on reserves to cover the cost of claims 
and administrative expenses of the fund.  As of 30 June 2016 the Fund reached a fully funded position. In  
2016-17, the Fund Manager imposed contributions from insurers and self-insurers equal to 1.4% of gross 
written premiums (1.4% in 2015-16).  

  2017 
$’000  2016 

$’000 
Uninsured Employer Fund     
     
Levies Received  2,663  2,457 
Levies Attributed to Unfunded Component  -  (1,640) 
Total Levies  2,663  817 
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NOTE 6 RECOVERIES (LOSSES)/EARNINGS     
  2017 

$’000 
 2016 

$’000 
     
Insurer – Collapsed Insurer Fund a  7  653 
Other – Uninsured Employer Fund b  (59)  134 
Total Recoveries  (52)  787 
     
a Recoveries from Insurer - Collapsed Insurer Fund in 2015-16 were payments received from the HIH Liquidator. 
The Fund relies on the administrators of the failed insurance companies to determine the amounts received. 
Only one small payment was received from HIH in 2016-17. No further recoveries are expected in the future at 
this stage. 

b Recoveries collected under legislation and from court award contributions to settlements were significantly 
lower during 2016-17 compared with 2015-16. These lower amounts along with a reduction in claims related 
receivables has resulted in a decrease in recoveries for the Uninsured Employer Fund. Refer to Note: 13 
‘Receivables’. 

 

NOTE 7  OTHER REVENUE 
  2017 

$’000 
 2016 

$’000 
Uninsured Employer Fund     
     
Fines  63  66 
Services Provided to the Nominal Defendant a  43  92 
Total Other Revenue  106  158 
     

a The decrease in services provided to the Nominal Defendant is due to these services now being provided by the 
Default Insurance Fund to now being provided by the ACT Insurance Authority from 1st January 2017. This 
resulted in a reduction in revenue from providing these services to the Nominal Defendant.  
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NOTE 8 EMPLOYEE AND SUPERANNUATION EXPENSES 
  2017 

$’000 
 2016 

$’000 
     
Uninsured Employer Fund     
     
Employee Expenses     
Salaries  47  94 
Increase/(Decrease) in Employee Benefits  1  (19) 
Total Employee Expenses a  48  75 
     
Superannuation Expenses     
Superannuation Contribution to the Territory Banking Account  8  21 
Productivity Benefit  -  3 
Total Superannuation Expenses a  8  24 
     
a Expenses relating to both employee and superannuation expenses decreased due to the employees being 
transferred to the ACT Insurance Authority cost centre, this change came in to effect as of the 1st January 2017.  
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NOTE 9 CLAIMS (CREDIT)/EXPENSES 

  2017 
$’000  2016 

$’000 
     
Settlements   15  - 
Medical and Rehabilitation Costs  4  - 
Weekly Compensation  22  22 
Legal Costs   23  - 
Provision for Claims Payable  (98)  50 
Collapsed Insurer Fund a  (34)  72 
     
Settlements  231  566 
Medical and Rehabilitation Costs  143  133 
Weekly Compensation  95  95 
Legal and Disbursements Costs  536  712 
Provision for Claims Payable  (838)  (970) 
Uninsured Employer Fund b  167  536 
     
Total Claims Expenses  133  608 
     
a The decrease in the CIF’s claim expense is mostly due to a decrease in the CIF provision for claims payable 
resulting from the 2016-17 actuarial estimate (refer to Note 16: ‘Provision for Claims Payable’), this was offset 
by the settlement of one new claim. 

b The claims expenses for the UEF have decreased as the result of a reduction in the number and size of 
settlements along with the decrease in the UEF provision for claims payable resulting from the 2016-17 actuarial 
estimate (refer to Note 16: ‘Provision for Claims Payable’). 
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NOTE 10 SUPPLIES AND SERVICES 
 Note 

No. 
2017 

$’000  2016 
$’000 

     
Actuarial Costs   9  10 
Audit Fees 11 14  13 
Investment Commission Fees  24  23 
Collapsed Insurer Fund  47  46 
     
Actuarial Costs  15  15 
Audit Fees 11 14  13 
Investment Commission Fees  8  8 
Support Services  126  119 
Other  -  2 
Uninsured Employer Fund  163  157 
     
Total Supplies and Services  210  203 
     

 

NOTE 11 AUDITOR’S REMUNERATION 

Auditor’s remuneration consists of financial audit services provided to the Fund by the ACT Audit Office. 

  2017 
$’000 

 2016 
$’000 

     
Audit Services     
Audit fees paid or payable to the ACT Audit Office  28  26 
Total Audit Fees  28  26 
     

No other services were provided by the ACT Audit Office. 
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NOTE 12 CASH AND CASH EQUIVALENTS 

The Fund holds bank accounts with the Westpac Banking Corporation as part of the whole-of-government 
banking arrangements. The Fund also held short-term investments with the Public Trustee and Guardian in a 
Cash Trust Account. The investment earned an average floating interest rate of 2.7% in 2016-17 (2.91% in  
2015-16). These funds are able to be withdrawn upon request and are not subject to movements in their market 
value. 

  2017 
$’000 

 2016 
$’000 

Cash and Cash Equivalents     
Cash at Bank  680  294 
Investments  17,610  17,614 
Collapsed Insurer Fund  18,290  17,908 
     
Cash at Bank  2,580  2,613 
Investments a  7,608  5,605 
Uninsured Employer Fund  10,188  8,218 
     
Total Cash and Cash Equivalents  28,478  26,126 
     

a The Uninsured Employer Fund investments increased due to surplus funds being invested. 
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NOTE 13 RECEIVABLES 
 Note 

No. 
2017 

$’000 
 2016 

$’000 
Uninsured Employer Fund     
Current Receivables     
Levies Receivable  568  580 
Services Supplied to the Nominal Defendant  -  92 
Other  -  50 
Goods and Services Tax Receivable  17  15 
  585  737 
Other Receivables     
Claims Related  -  10 
Total Current Receivables  585  747 
     
Non-Current Receivables     
Claims Related  578  666 
Total Non-Current Receivables  578  666 

 
Ageing of Receivables 
 Not 

Overdue 
Overdue Total 

  Less than 
 30 Days 

30 to 60 Days Greater than 
60 Days 

 

 $’000 $’000 $’000 $’000 $’000 
2017      
Current Receivables      
Not Impaired1 Receivables 582 3 - - 585 
Impaired Receivables - - - - - 
Non-Current Receivables      
Not Impaired1 Receivables 578 - - -  
Impaired Receivables - - - - - 

 
Ageing of Receivables 
 Not 

Overdue 
Overdue Total 

  Less than 
 30 Days 

30 to 60 Days Greater than 
60 Days 

 

 $’000 $’000 $’000 $’000 $’000 
2016      
Current Receivables      
Not Impaired1 Receivables 677 70 - - 747 
Impaired Receivables - - - - - 
Non-Current Receivables      
Not Impaired1 Receivables 666 - - - 666 
Impaired Receivables - - - - - 

¹‘Not Impaired’ refers to Net Receivables (Gross Receivables less Impaired Receivables). 
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NOTE 14  PAYABLES 
  2017 

$’000 
 2016 

$’000 
Current Payables     
Accrued Expenses  2  2 
Collapsed Insurer Fund  2  2 
     
Trade Creditors  66  58 
Pay As You Go (PAYG) withholding payable  5  3 
Accrued Expenses  1  1 
Uninsured Employer Fund  72  62 
     
     
Total Current Payables  74  64 

No payables are overdue.     

 

 

NOTE 15  EMPLOYEE BENEFITS 
  2017 

$’000 
 2016 

$’000 
     
Uninsured Employer Fund     
Current Employee Benefits     
Accrued Salaries  -  1 
Annual Leave  -  10 
Long Service Leave  -  2 
Total Current Employee Benefits  -  13 
     

  2017 
Number  2016 

Number 
     
Employee Numbers     
Full-Time Equivalents at the End of the Reporting Period  -  0.8 
     

The Default Insurance Fund employees and their benefits transferred to the ACT Insurance Authority during 
2016-17.  
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NOTE 16  PROVISION FOR CLAIMS PAYABLE 
 Note 

No. 
2017 

$’000 
 2016 

$’000 
(a) Total Provision for Claims Payable by Fund     
Current Provision for Claims Payable  40  83 
Non-Current Provision for Claims Payable  908  963 
Collapsed Insurer Fund a  948  1,046 
     
Current Provision for Claims Payable  1,032  817 
Non-Current Provision for Claims Payable  7,145  8,198 
Uninsured Employer Fund b  8,177  9,015 
     
Total Provision for Claims Payable  9,125  10,061 

a The decrease of $0.098 million in CIF’s provision for claims payable is largely a result of lower forecasts for claims 
inflation and higher discount rates, together with reducing liability as the portfolio claim size and numbers reduce 
to nil.
b The decrease of $0.838 million in UEF’s provision for claims payable is largely a result of lower forecasts for 
claims inflation and higher discount rates. 

 

(b) Change in Basis - In the 12 months from 30 June 2016 to 30 June 2017 

Inflated and Discounted Liability at 30 June 2017 (Gross of Recoveries) 
 CIF  UEF  Total 
 Component  Component  DIF 
 $’000  $’000  $’000 
Reported 403  1,595  1,998 
Incurred But Not Reported (IBNR) 422  5,515  5,937 
Claims Handling Expense 123  1,067  1,190 
Total Provision for Claims Payable 948  8,177  9,125 

 

Inflated and Discounted Liability at 30 June 2016 (Gross of Recoveries) 
 CIF  UEF  Total 
 Component  Component  DIF 
 $’000  $’000  $’000 
Reported 483  1,752  2,235 
Incurred But Not Reported (IBNR) 427  6,087  6,514 
Claims Handling Expense 136  1,176  1,312 
Total Provision for Claims Payable 1,046  9,015  10,061 
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NOTE 16  PROVISION FOR CLAIMS PAYABLE 
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 $’000  $’000  $’000 
Reported 403  1,595  1,998 
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NOTE 16  PROVISION FOR CLAIMS PAYABLE - CONTINUED  

(c) Reconciliation of movement in provision for claims payable 
 CIF UEF Total 
  ($’000) ($’000) ($’000) 
Gross inflated, discounted liability at 30 June 2016 (including claims handling 

expenses) 1,046 9,015 10,061 
Remove the impact of claims handling expenses (136) (1,176) (1,312) 
Gross inflated, discounted liability at 30 June 2016 (excluding claims handling 

expenses) 910 7,839 8,749 
Remove the impact of inflation and discounting (65) (1,372) (1,437) 
Gross uninflated, undiscounted liability at 30 June 2016 844 6,467 7,312 
    
Actual payments during 2016-17 (63) (887) (951) 
    
Expected gross uninflated, undiscounted liability of outstanding claims at  

30 June 2017 in June 2016 Values (excluding claims handling expenses) 781 5,580 6,361 
    
Expected inflation from June 2016 to June 2017 at 3.75% 29 209 238 
    
Expected gross uninflated, undiscounted liability of outstanding claims at 

30 June 2017 in June 2017 Values (excluding claims handling expenses) 810 5,789 6,600 
    
General data and modelling changes 3 (490) (487) 
    
Change in IBNR numbers - 1,306 1,306 
    
Change in IBNR size - (1,185) (1,185) 
    
Gross uninflated, undiscounted liability of outstanding claims at  

30 June 2017 for prior accident years 813 5,421 6,234 
Gross uninflated, undiscounted liability of outstanding claims at 

30 June 2017 for the 2017 accident years - 1,255 1,255 
Gross uninflated, undiscounted liability of outstanding claims at 

30 June 2017 for all accident years (excluding claims handling expenses) 
 

813 
 

6,676 
 

7,489 
Impact of inflating and discounting 11 435 446 
Gross inflated, discounted liability of outstanding claims at 

30 June 2017 for all accident years (excluding claims handling expenses) 
 

825 
 

7,110 
 

7,935 
Add in claims handling expenses 123 1,067 1,190 
Gross inflated, discounted liability of outstanding claims at 

30 June 2017 for all accident years (including claims handling expenses) 
 

948 
 

8,177 
 

9,125 
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NOTE 17  FINANCIAL INSTRUMENTS 

Details of the significant policies and methods adopted, including the criteria for recognition, the basis of 
measurement, and the basis on which income and expenses are recognised, with respect to each class of financial 
asset and financial liability are disclosed in Appendix B - Significant Accounting Policies. 

(a) Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. 

Most of the Fund’s financial assets are held in floating interest rate arrangements, whereas the Fund’s financial 
liabilities are not subject to floating interest rates. This means that the Fund is not exposed to movements in 
interest payable, however, it is exposed to movements in interest receivable.  

Interest rate risk for financial assets is managed by the Fund by only investing in floating interest rate investments 
that are low risk. Interest rate risk for financial liabilities is not actively managed by the Fund as these liabilities are 
held in non-interest bearing arrangements. There have been no changes in risk exposure or processes for 
managing risk since the last reporting period. 

Sensitivity Analysis 
Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if interest rates 
change by -/+ 1.0% per annum. 

 
 Carrying Amount (1.0%) 1.0% 

 2017 Profit/(Loss) Profit/(Loss) 
 $‘000 $‘000 $‘000 

Financial Assets:    
Cash and Cash Equivalents 28,478 (285) 285 

 

(b) Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. The Fund’s credit risk is limited to the amount of the financial assets it holds net of 
any allowance for impairment. 

Credit risk is managed by the Fund for investments by only investing surplus funds with the Public Trustee and 
Guardian. The Public Trustee and Guardian has set appropriate investment criteria for the external fund manager it 
has engaged to manage the surplus funds of agencies, resulting in an insignificant credit risk. No collateral is held 
by the Fund. 

A large proportion of the Fund’s receivables are from major Australian insurers or self-insurers of major Australian 
companies which means that the credit risk of these receivables going into default is low.  

There have been no changes in credit risk exposure since the last reporting period. 
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NOTE 16  PROVISION FOR CLAIMS PAYABLE - CONTINUED  

(c) Reconciliation of movement in provision for claims payable 
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NOTE 17  FINANCIAL INSTRUMENTS 

Details of the significant policies and methods adopted, including the criteria for recognition, the basis of 
measurement, and the basis on which income and expenses are recognised, with respect to each class of financial 
asset and financial liability are disclosed in Appendix B - Significant Accounting Policies. 

(a) Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because 
of changes in market interest rates. 

Most of the Fund’s financial assets are held in floating interest rate arrangements, whereas the Fund’s financial 
liabilities are not subject to floating interest rates. This means that the Fund is not exposed to movements in 
interest payable, however, it is exposed to movements in interest receivable.  

Interest rate risk for financial assets is managed by the Fund by only investing in floating interest rate investments 
that are low risk. Interest rate risk for financial liabilities is not actively managed by the Fund as these liabilities are 
held in non-interest bearing arrangements. There have been no changes in risk exposure or processes for 
managing risk since the last reporting period. 

Sensitivity Analysis 
Taking into account past performance, future expectations and economic forecasts, the impact on profit or loss 
and the impact on equity in the table below are ‘reasonably possible’ over the next twelve months if interest rates 
change by -/+ 1.0% per annum. 

 
 Carrying Amount (1.0%) 1.0% 

 2017 Profit/(Loss) Profit/(Loss) 
 $‘000 $‘000 $‘000 

Financial Assets:    
Cash and Cash Equivalents 28,478 (285) 285 

 

(b) Credit Risk 

Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other 
party to incur a financial loss. The Fund’s credit risk is limited to the amount of the financial assets it holds net of 
any allowance for impairment. 

Credit risk is managed by the Fund for investments by only investing surplus funds with the Public Trustee and 
Guardian. The Public Trustee and Guardian has set appropriate investment criteria for the external fund manager it 
has engaged to manage the surplus funds of agencies, resulting in an insignificant credit risk. No collateral is held 
by the Fund. 

A large proportion of the Fund’s receivables are from major Australian insurers or self-insurers of major Australian 
companies which means that the credit risk of these receivables going into default is low.  

There have been no changes in credit risk exposure since the last reporting period. 
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NOTE 17  FINANCIAL INSTRUMENTS - CONTINUED 

(c) Liquidity Risk 

Liquidity risk is the risk that the Fund will encounter difficulties in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. To limit its exposure to liquidity risk, the 
Fund ensures that it has sufficient cash and cash equivalents to meet its estimated current financial liabilities. The 
fund may raise additional levies at any time to meet the cost of any unexpected increase in financial liabilities that 
may arise. 

The Fund’s exposure to liquidity risk in relation to its financial instruments and the management of this risk has not 
changed since the previous reporting period. 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure to 
interest rates, including the weighted average interest rates by maturity period at 30 June 2017. Except for non-
current payables, financial assets and liabilities which have a floating interest rate or are non-interest bearing will 
mature in one year or less. All amounts appearing in the following maturity analysis are shown on an undiscounted 
cash flow basis. 

2017 
Note 
No. 

Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 
1 year 
or less 

Over 1 
to 5 

 years 

More 
than 

5 years 

Non- 
interest 
bearing 

 
 

Total 
  % $'000 $'000 $'000 $'000 $'000 $'000 
Financial Instruments         
         

Financial Assets         
Collapsed Insurer Fund         
Cash at Bank 12 2.37 680 - - - - 680 
Investments 12 2.70 17,610 - - - - 17,610 
Uninsured Employer Fund         
Cash at Bank 12 2.37 2,580 - - - - 2,580 
Investments 12 2.70 7,608 - - - - 7,608 
Receivables 13  - - - - 568 568 
Total Financial Assets   28,478 - - - 568 29,046 
         

Financial Liabilities         
Collapsed Insurer Fund 

Payables 
 

14 
 
 

 
- 

 
- 

 
- 

 
- (2) (2) 

Uninsured Employer Fund 
Payables 

 
14 

 
 

 
- 

 
- 

 
- 

 
- (67) (67) 

Total Financial Liabilities   - - - - (69) (69) 
Net Financial Assets   28,478 - - - 499 28,977 
         

Reconciliation of Net Financial Assets to Net Assets as per the Balance Sheet 
Note 
No. 

2017 
$’000 

Net Financial Assets (as above)  28,977 
Claims Related Receivable 13 578 
Goods and Services Tax Receivable 13 17 
Pay As You Go (PAYG) withholding payable 14 (5) 
Provision for Claims Payable 16 (9,125) 
Net Assets as per the Balance Sheet  20,442 
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NOTE 17  FINANCIAL INSTRUMENTS – CONTINUED 

(c) Liquidity Risk - continued 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2016. Except for non-
current payables, financial assets and liabilities which have a floating interest rate or are non-interest bearing will 
mature in one year or less. All amounts appearing in the following maturity analysis are shown on an undiscounted 
cash flow basis. 

2016 
Note 
No. 

Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 
1 year 
or less 

Over 1 
to 5 

 years 

More 
than 

5 years 

Non- 
interest 
bearing 

 
 

Total 
  % $'000 $'000 $'000 $'000 $'000 $'000 
Financial Instruments         
         

Financial Assets         
Collapsed Insurer Fund         
Cash at Bank 12 2.81 294 - - - - 294 
Investments 12 2.91 17,614 - - - - 17,614 

Uninsured Employer Fund  
 

 
   

 
 
 

 
 

 
  

Cash at Bank 12 2.81 2,613 - - - - 2,613 
Investments 12 2.91 5,605 - - - - 5,605 
Receivables 13  - - - - 722 722 
Total Financial Assets   26,126 - - - 722 26,848 
         
Financial Liabilities         
Collapsed Insurer Fund 

Payables 
 

14 
 
 

 
- 

 
- 

 
- 

 
- 

 
(2) 

 
(2) 

Uninsured Employer Fund 
Payables 

 
14 

 
 

 
- 

 
- 

 
- 

 
- 

 
(59) 

 
(59) 

Total Financial Liabilities   - - - - (61) (61) 
         
Net Financial Assets   26,126 - - - 661 26,787 

 

Reconciliation of Net Financial Assets to Net Assets as per the Balance Sheet 
Note 
No. 

2016 
$’000 

Net Financial Assets (as above)  26,787 
Claims Related Receivable 13 676 
Taxation Receivable 13 15 
Pay As You Go (PAYG) withholding payable 14 (3) 
Employee Benefits 15 (13) 
Provision for Claims Payable 16 (10,061) 
Net Assets as per the Balance Sheet  17,401 
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NOTE 17  FINANCIAL INSTRUMENTS - CONTINUED 

(c) Liquidity Risk 

Liquidity risk is the risk that the Fund will encounter difficulties in meeting obligations associated with financial 
liabilities that are settled by delivering cash or another financial asset. To limit its exposure to liquidity risk, the 
Fund ensures that it has sufficient cash and cash equivalents to meet its estimated current financial liabilities. The 
fund may raise additional levies at any time to meet the cost of any unexpected increase in financial liabilities that 
may arise. 

The Fund’s exposure to liquidity risk in relation to its financial instruments and the management of this risk has not 
changed since the previous reporting period. 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure to 
interest rates, including the weighted average interest rates by maturity period at 30 June 2017. Except for non-
current payables, financial assets and liabilities which have a floating interest rate or are non-interest bearing will 
mature in one year or less. All amounts appearing in the following maturity analysis are shown on an undiscounted 
cash flow basis. 
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Interest 

Rate 
1 year 
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More 
than 
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Non- 
interest 
bearing 

 
 

Total 
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Investments 12 2.70 7,608 - - - - 7,608 
Receivables 13  - - - - 568 568 
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14 
 
 

 
- 
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- (2) (2) 
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Payables 

 
14 

 
 

 
- 

 
- 

 
- 

 
- (67) (67) 

Total Financial Liabilities   - - - - (69) (69) 
Net Financial Assets   28,478 - - - 499 28,977 
         

Reconciliation of Net Financial Assets to Net Assets as per the Balance Sheet 
Note 
No. 

2017 
$’000 

Net Financial Assets (as above)  28,977 
Claims Related Receivable 13 578 
Goods and Services Tax Receivable 13 17 
Pay As You Go (PAYG) withholding payable 14 (5) 
Provision for Claims Payable 16 (9,125) 
Net Assets as per the Balance Sheet  20,442 
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NOTE 17  FINANCIAL INSTRUMENTS – CONTINUED 

(c) Liquidity Risk - continued 

The following table sets out the Fund’s maturity analysis for financial assets and liabilities as well as the exposure 
to interest rates, including the weighted average interest rates by maturity period at 30 June 2016. Except for non-
current payables, financial assets and liabilities which have a floating interest rate or are non-interest bearing will 
mature in one year or less. All amounts appearing in the following maturity analysis are shown on an undiscounted 
cash flow basis. 

2016 
Note 
No. 

Weighted 
Average 
Interest 

Rate 

Floating 
Interest 

Rate 
1 year 
or less 

Over 1 
to 5 

 years 

More 
than 

5 years 

Non- 
interest 
bearing 

 
 

Total 
  % $'000 $'000 $'000 $'000 $'000 $'000 
Financial Instruments         
         

Financial Assets         
Collapsed Insurer Fund         
Cash at Bank 12 2.81 294 - - - - 294 
Investments 12 2.91 17,614 - - - - 17,614 

Uninsured Employer Fund  
 

 
   

 
 
 

 
 

 
  

Cash at Bank 12 2.81 2,613 - - - - 2,613 
Investments 12 2.91 5,605 - - - - 5,605 
Receivables 13  - - - - 722 722 
Total Financial Assets   26,126 - - - 722 26,848 
         
Financial Liabilities         
Collapsed Insurer Fund 

Payables 
 

14 
 
 

 
- 

 
- 

 
- 

 
- 

 
(2) 

 
(2) 

Uninsured Employer Fund 
Payables 

 
14 

 
 

 
- 

 
- 

 
- 

 
- 

 
(59) 

 
(59) 

Total Financial Liabilities   - - - - (61) (61) 
         
Net Financial Assets   26,126 - - - 661 26,787 

 

Reconciliation of Net Financial Assets to Net Assets as per the Balance Sheet 
Note 
No. 

2016 
$’000 

Net Financial Assets (as above)  26,787 
Claims Related Receivable 13 676 
Taxation Receivable 13 15 
Pay As You Go (PAYG) withholding payable 14 (3) 
Employee Benefits 15 (13) 
Provision for Claims Payable 16 (10,061) 
Net Assets as per the Balance Sheet  17,401 
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NOTE 17  FINANCIAL INSTRUMENTS - CONTINUED 
  2017 

$’000 
 2016 

$’000 
Carrying Amount of Each Category of Financial Asset and 
Financial Liability 

    

     
Financial Assets     
Loans and Receivables Measured at Amortised Cost  568  722 
     
Financial Liabilities     
Financial Liabilities Measured at Amortised Cost  69  61 
     

 

(d) Price Risk 

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest rate risk or currency risk), whether these 
changes are caused by factors specific to individual financial instruments or its issuer, or factors affecting all 
similar financial instruments traded in the market. 

The Fund has units in the Cash Trust Account which do not fluctuate in value. The Fund’s exposure to price risk 
and the management of this risk has not changed since the last reporting period. 

Sensitivity Analysis 

A sensitivity analysis has not been undertaken for the Fund as it does not have any exposure to price risk. 

(e) Fair Values of Financial Assets and Liabilities 

The carrying amounts and fair values of financial assets and liabilities at the end of the reporting period are: 

 Carrying 
Amount 

2017 
$’000 

 
Fair Value 

2017 
$’000 

Carrying 
Amount 

2016 
$’000 

 
Fair Value 

2016 
$’000 

Financial Assets     
     
Cash and Cash Equivalents 28,478 28,478 26,126 26,126 
Receivables 568 568 722 722 
Total Financial Assets 29,046 29,046 26,848 26,848 
     
Financial Liabilities     
     
Payables 69 69 61 61 
Total Financial Liabilities 69 69 61 61 
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NOTE 18  CASH FLOW RECONCILIATION 

(a)  Reconciliation of Cash and Cash Equivalents at the End of the Reporting Period in the Cash Flow Statement 
to the Equivalent Items in the Balance Sheet 

  2017 
$’000 

 2016 
$’000 

     
Total Cash and Cash Equivalents Recorded in the Balance Sheet  28,478  26,126 
Cash and Cash Equivalents at the End of the Reporting Period as 

Recorded in the Cash Flow Statement 
 

28,478 
  

26,126 
     

(b)  Reconciliation of the Operating Surplus to the Net Cash Inflows from  
Operating Activities  

  2017 
$’000 

 2016 
$’000 

     
Operating Surplus  3,040  1,584 
Cash before Changes in Operating Assets and Liabilities  3,040  1,584 
 
Changes in Operating Assets and Liabilities     
     
Decrease in Receivables  250  1,414 
(Decrease) in Outstanding Claims Payable  (936)  (920) 
Increase in Payables  10  24 
(Decrease) in Employee Benefits  (13)  (23) 
Net Changes in Operating Assets and Liabilities  (689)  495 
     
Net Cash Inflows from Operating Activities  2,351  2,079 

 

NOTE 19 EVENTS OCCURRING AFTER BALANCE DATE 

On 1 July 2017, the Worker’s Compensation Amendment Act 2016 (No 2) will come into effect providing benefits to 
workers in relation to claims for imminently fatal asbestos-related disease through the Uninsured Employer Fund. 
The Fund Manager has completed an assessment of the effect of the changes in legislation and has advised the 
licensed ACT workers compensations insurers and self-insurers of the levy rate for 2017-18. The determination is 
to increase the contribution rate from 1.4%, currently imposed in 2016-17, to 2.9% for 2017-18.  

The ACT Government has called upon the final repayment of the capital funds injected into the Collapsed Insurer 
Fund following the collapse of HIH Insurance in 2001. The Fund and the ACT Government have agreed to return 
the remaining $11.3 million owed from the capital injection provided by the ACT Government to the ACT Budget 
during 2017-18.  
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NOTE 17  FINANCIAL INSTRUMENTS - CONTINUED 
  2017 

$’000 
 2016 

$’000 
Carrying Amount of Each Category of Financial Asset and 
Financial Liability 

    

     
Financial Assets     
Loans and Receivables Measured at Amortised Cost  568  722 
     
Financial Liabilities     
Financial Liabilities Measured at Amortised Cost  69  61 
     

 

(d) Price Risk 

Price risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market prices (other than those arising from interest rate risk or currency risk), whether these 
changes are caused by factors specific to individual financial instruments or its issuer, or factors affecting all 
similar financial instruments traded in the market. 

The Fund has units in the Cash Trust Account which do not fluctuate in value. The Fund’s exposure to price risk 
and the management of this risk has not changed since the last reporting period. 

Sensitivity Analysis 

A sensitivity analysis has not been undertaken for the Fund as it does not have any exposure to price risk. 

(e) Fair Values of Financial Assets and Liabilities 

The carrying amounts and fair values of financial assets and liabilities at the end of the reporting period are: 

 Carrying 
Amount 

2017 
$’000 

 
Fair Value 

2017 
$’000 

Carrying 
Amount 

2016 
$’000 

 
Fair Value 

2016 
$’000 

Financial Assets     
     
Cash and Cash Equivalents 28,478 28,478 26,126 26,126 
Receivables 568 568 722 722 
Total Financial Assets 29,046 29,046 26,848 26,848 
     
Financial Liabilities     
     
Payables 69 69 61 61 
Total Financial Liabilities 69 69 61 61 
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NOTE 18  CASH FLOW RECONCILIATION 

(a)  Reconciliation of Cash and Cash Equivalents at the End of the Reporting Period in the Cash Flow Statement 
to the Equivalent Items in the Balance Sheet 

  2017 
$’000 

 2016 
$’000 

     
Total Cash and Cash Equivalents Recorded in the Balance Sheet  28,478  26,126 
Cash and Cash Equivalents at the End of the Reporting Period as 

Recorded in the Cash Flow Statement 
 

28,478 
  

26,126 
     

(b)  Reconciliation of the Operating Surplus to the Net Cash Inflows from  
Operating Activities  

  2017 
$’000 

 2016 
$’000 

     
Operating Surplus  3,040  1,584 
Cash before Changes in Operating Assets and Liabilities  3,040  1,584 
 
Changes in Operating Assets and Liabilities     
     
Decrease in Receivables  250  1,414 
(Decrease) in Outstanding Claims Payable  (936)  (920) 
Increase in Payables  10  24 
(Decrease) in Employee Benefits  (13)  (23) 
Net Changes in Operating Assets and Liabilities  (689)  495 
     
Net Cash Inflows from Operating Activities  2,351  2,079 

 

NOTE 19 EVENTS OCCURRING AFTER BALANCE DATE 

On 1 July 2017, the Worker’s Compensation Amendment Act 2016 (No 2) will come into effect providing benefits to 
workers in relation to claims for imminently fatal asbestos-related disease through the Uninsured Employer Fund. 
The Fund Manager has completed an assessment of the effect of the changes in legislation and has advised the 
licensed ACT workers compensations insurers and self-insurers of the levy rate for 2017-18. The determination is 
to increase the contribution rate from 1.4%, currently imposed in 2016-17, to 2.9% for 2017-18.  

The ACT Government has called upon the final repayment of the capital funds injected into the Collapsed Insurer 
Fund following the collapse of HIH Insurance in 2001. The Fund and the ACT Government have agreed to return 
the remaining $11.3 million owed from the capital injection provided by the ACT Government to the ACT Budget 
during 2017-18.  
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NOTE 20 RELATED PARTY DISCLOSURES 

A related party is a person that controls or has significant influence over the reporting entity, or is a member of the 
Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
members and entities in which the KMP and/or their close family members individually or jointly have controlling 
interests. 

KMP are those persons having authority and responsibility for planning, directing and controlling the activities of 
the Fund, directly or indirectly.  

The only KMP of the Fund is the Fund Manager. 

The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government and 
therefore related parties of the Fund. 

This note does not include typical citizen transactions between the KMP and the Fund that occur on terms and 
conditions no different to those applying to the general public. 

(a) Controlling Entity 

The Default Insurance Fund is an ACT Government related entity. 

(b) Key Management Personnel 

(b) (1) Compensation of Key Management Personnel 

Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 

Compensation of the Head of Service is included in the note on related party disclosures included in the Chief 
Minister, Treasury and Economic Development Directorate’s (CMTEDD) financial statements for the year ended 
30 June 2017. 

The only KMP of the Fund is an employee of the ACT Insurance Authority and is compensated by the ACT Insurance 
Authority. No KMP were compensated by the Fund. 

(b) (2) Transactions with Key Management Personnel 

There were no transactions with KMP that were material to the financial statements of the Fund. 

(b) (3) Transactions with parties related to Key Management Personnel 

There were no transactions with parties related to KMP, including transactions with KMP’s close family members 
or other related entities that were material to the financial statements of the Fund. 

(c) Transactions with Other ACT Government Controlled Entities 

All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Fund. 
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LEGISLATIVE REQUIREMENT 

These general purpose financial statements have been prepared to comply with Australian Accounting Standards 
as required by the FMA. Accordingly these financial statements have been prepared in accordance with: 

(i) Australian Accounting Standards; and 

(ii) ACT Accounting and Disclosure Policies. 

The financial statements have been presented by aggregate and by the Collapsed Insurer Fund (CIF) and the 
Uninsured Employer Fund (UEF), the financial performance and financial position are allocated between each Fund 
to be transparent about amounts and balances relating to each Fund. 

ACCRUAL ACCOUNTING 

The financial statements have been prepared using the accrual basis of accounting, which recognises the effects of 
transactions and events when they occur. The financial statements have also been prepared according to the 
historical cost convention, except for assets such as those included in financial instruments which were measured 
at fair value in accordance with the valuation policies applicable to the Fund during the reporting period. 

CURRENCY 

These financial statements are presented in Australian dollars, which is the Fund’s functional currency. 

INDIVIDUAL REPORTING ENTITY 

The Fund is an individual reporting entity. 

REPORTING PERIOD 

These financial statements state the financial performance, change in equity and cash flows of the Fund for the 
year ended 30 June 2017 and with the financial position of the Fund at 30 June 2017.  

COMPARATIVE FIGURES 

Prior Year Comparatives 

Comparative information has been disclosed in respect of the previous period for amounts reported in the 
financial statements, except where an Australian Accounting Standard does not require comparative information 
to be disclosed. 

Where the presentation or classification of items in the financial statements is amended, the comparative amounts 
have been reclassified where practical. Where a reclassification has occurred, the nature, amount and reason for 
the reclassification is provided. 

ROUNDING 

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000). Use of “-“ 
represents zero amounts or amounts rounded down to zero. 
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NOTE 20 RELATED PARTY DISCLOSURES 

A related party is a person that controls or has significant influence over the reporting entity, or is a member of the 
Key Management Personnel (KMP) of the reporting entity or its parent entity, and includes their close family 
members and entities in which the KMP and/or their close family members individually or jointly have controlling 
interests. 

KMP are those persons having authority and responsibility for planning, directing and controlling the activities of 
the Fund, directly or indirectly.  

The only KMP of the Fund is the Fund Manager. 

The Head of Service and the ACT Executive comprising the Cabinet Ministers are KMP of the ACT Government and 
therefore related parties of the Fund. 

This note does not include typical citizen transactions between the KMP and the Fund that occur on terms and 
conditions no different to those applying to the general public. 

(a) Controlling Entity 

The Default Insurance Fund is an ACT Government related entity. 

(b) Key Management Personnel 

(b) (1) Compensation of Key Management Personnel 

Compensation of all Cabinet Ministers, including the Portfolio Minister, is disclosed in the note on related party 
disclosures included in the ACT Executive’s financial statements for the year ended 30 June 2017. 

Compensation of the Head of Service is included in the note on related party disclosures included in the Chief 
Minister, Treasury and Economic Development Directorate’s (CMTEDD) financial statements for the year ended 
30 June 2017. 

The only KMP of the Fund is an employee of the ACT Insurance Authority and is compensated by the ACT Insurance 
Authority. No KMP were compensated by the Fund. 

(b) (2) Transactions with Key Management Personnel 

There were no transactions with KMP that were material to the financial statements of the Fund. 

(b) (3) Transactions with parties related to Key Management Personnel 

There were no transactions with parties related to KMP, including transactions with KMP’s close family members 
or other related entities that were material to the financial statements of the Fund. 

(c) Transactions with Other ACT Government Controlled Entities 

All transactions with ACT Government controlled entities are disclosed in the relevant notes to the financial 
statements of the Fund. 
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LEGISLATIVE REQUIREMENT 

These general purpose financial statements have been prepared to comply with Australian Accounting Standards 
as required by the FMA. Accordingly these financial statements have been prepared in accordance with: 

(i) Australian Accounting Standards; and 

(ii) ACT Accounting and Disclosure Policies. 

The financial statements have been presented by aggregate and by the Collapsed Insurer Fund (CIF) and the 
Uninsured Employer Fund (UEF), the financial performance and financial position are allocated between each Fund 
to be transparent about amounts and balances relating to each Fund. 

ACCRUAL ACCOUNTING 

The financial statements have been prepared using the accrual basis of accounting, which recognises the effects of 
transactions and events when they occur. The financial statements have also been prepared according to the 
historical cost convention, except for assets such as those included in financial instruments which were measured 
at fair value in accordance with the valuation policies applicable to the Fund during the reporting period. 

CURRENCY 

These financial statements are presented in Australian dollars, which is the Fund’s functional currency. 

INDIVIDUAL REPORTING ENTITY 

The Fund is an individual reporting entity. 

REPORTING PERIOD 

These financial statements state the financial performance, change in equity and cash flows of the Fund for the 
year ended 30 June 2017 and with the financial position of the Fund at 30 June 2017.  

COMPARATIVE FIGURES 

Prior Year Comparatives 

Comparative information has been disclosed in respect of the previous period for amounts reported in the 
financial statements, except where an Australian Accounting Standard does not require comparative information 
to be disclosed. 

Where the presentation or classification of items in the financial statements is amended, the comparative amounts 
have been reclassified where practical. Where a reclassification has occurred, the nature, amount and reason for 
the reclassification is provided. 

ROUNDING 

All amounts in the financial statements have been rounded to the nearest thousand dollars ($’000). Use of “-“ 
represents zero amounts or amounts rounded down to zero. 
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SIGNIFICANT ACCOUNTING POLICIES - INCOME 

REVENUE RECOGNITION 

Revenue is recognised at the fair value of the consideration received or receivable in the Operating Statement.  

NOTE 4 – INTEREST AND DISTRIBUTIONS 

Interest revenue is recognised using the effective interest method. 

Distributions revenue is received from investments in a Fixed Interest Portfolio held with the Public Trustee and 
Guardian. This is recognised on an accrual basis using data supplied by the Public Trustee and Guardian. 

NOTE 5 – LEVIES 

Monies required to satisfy Uninsured Employer Fund claims are funded by way of levies placed on ACT Workers 
Compensation Insurers and Self-Insurers.  The Workers Compensation ACT 1951 provides the framework for the 
calculation of levies.  In 2016-17 the Fund Manager imposed contributions from insurers and self-insurers equal to 
1.4% of gross written premiums (1.4% in 2015-16).  Levies are recognised in the Operating Statement when they 
have been levied. 

NOTE 6 – RECOVERIES 

The Collapsed Insurer Fund may receive recoveries from the administrators of failed insurance companies.  The 
Uninsured Employer Fund may receive recoveries from other insurers due to third party arrangements.  Both funds 
may receive repayments by claimant third parties and court associated recoveries.  All recoveries are recognised 
upon receipt. 

NOTE 7 – OTHER REVENUE 

Other revenue includes support services revenue provided by the Nominal Defendant and fines from non-
complying employers. Fines are recognised as revenue at the time of receipt. 

SIGNIFICANT ACCOUNTING POLICIES - EXPENSE 

NOTE 8 – EMPLOYEE AND SUPERANNUATION EXPENSES  

Employee Expenses 

Employee benefits include:  

• short-term employee benefits such as wages and salaries, annual leave loading and applicable on-costs, if 
expected to be settled wholly before twelve months after the end of the annual reporting period in which the 
employees render the related services;  

• other long-term benefits, such as long service leave and annual leave; and  

• termination benefits.  

On-costs include annual leave, long service leave, superannuation and other costs that are incurred when 
employees take annual leave and long service leave.  

Superannuation Expenses 

The Fund makes fortnightly payments directly to superannuation funds for those members of the Public Sector 
who are part of superannuation accumulation schemes. This includes the Public Sector Superannuation Scheme 
Accumulation Plan (PSSAP) and schemes of employee choice.
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SIGNIFICANT ACCOUNTING POLICIES –EXPENSE - CONTINUED 

NOTE 8 – EMPLOYEE AND SUPERANNUATION EXPENSES - CONTINUED 

Superannuation Expenses - continued 

The Fund’s accruing superannuation liability obligations are expensed as they are incurred. 

NOTE 9 – CLAIMS EXPENSES  

Claims expenses include the movement in the provision for claims payable and other related claims expenses and 
are recognised in the financial statements. The provision covers claims reported but not yet paid; incurred but not 
yet reported (IBNR); incurred but not enough reported (IBNER) and the anticipated direct and indirect costs of 
settling those claims. The provision for claims payable are actuarially assessed by reviewing individual claim files 
and estimating changes in the ultimate cost of settling claims, IBNRs and associated settlement costs using 
statistics based on past experience and trends.  

SIGNIFICANT ACCOUNTING POLICIES - ASSETS 

ASSETS – CURRENT AND NON-CURRENT 

Assets classified as current or non-current in the Balance Sheet and in the relevant notes. Assets are classified as 
current where they are expected to be realised within twelve months after the reporting date.   Assets which do 
not fall within the current classification are classified as non-current. 

NOTE 12 – CASH AND CASH EQUIVALENTS 

Cash includes cash at bank.  Fund money held with the Public Trustee and Guardian Cash Trust Fund is classified as 
Cash Equivalent. The 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. Short-term investments 
held in a Cash Trust Account are managed by an external fund manager on behalf of the Public Trustee and 
Guardian. 

NOTE 13 – RECEIVABLES 

Accounts receivable, including other receivables, are initially recognised at fair value and subsequently measured 
at amortised cost, with any adjustments to the carrying amount being recorded in the Operating Statement.  

Receivables include levies receivable, trade debtors, Goods and Services Taxation (GST), Fringe Benefits Taxation 
(FBT) and claims related recoveries. 

The collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are 
written off. An allowance for impairment is raised when some doubt as to the collection exists. The allowance for 
impairment is based on objective evidence and a review of overdue balances. The Fund considers the following is 
objective evidence of impairment: 

(i) becoming aware of financial difficulties of debtors; 
(ii) defaulting payments; or 
(iii) debts more than 90 days overdue. 
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SIGNIFICANT ACCOUNTING POLICIES - INCOME 

REVENUE RECOGNITION 

Revenue is recognised at the fair value of the consideration received or receivable in the Operating Statement.  

NOTE 4 – INTEREST AND DISTRIBUTIONS 

Interest revenue is recognised using the effective interest method. 

Distributions revenue is received from investments in a Fixed Interest Portfolio held with the Public Trustee and 
Guardian. This is recognised on an accrual basis using data supplied by the Public Trustee and Guardian. 

NOTE 5 – LEVIES 

Monies required to satisfy Uninsured Employer Fund claims are funded by way of levies placed on ACT Workers 
Compensation Insurers and Self-Insurers.  The Workers Compensation ACT 1951 provides the framework for the 
calculation of levies.  In 2016-17 the Fund Manager imposed contributions from insurers and self-insurers equal to 
1.4% of gross written premiums (1.4% in 2015-16).  Levies are recognised in the Operating Statement when they 
have been levied. 

NOTE 6 – RECOVERIES 

The Collapsed Insurer Fund may receive recoveries from the administrators of failed insurance companies.  The 
Uninsured Employer Fund may receive recoveries from other insurers due to third party arrangements.  Both funds 
may receive repayments by claimant third parties and court associated recoveries.  All recoveries are recognised 
upon receipt. 

NOTE 7 – OTHER REVENUE 

Other revenue includes support services revenue provided by the Nominal Defendant and fines from non-
complying employers. Fines are recognised as revenue at the time of receipt. 

SIGNIFICANT ACCOUNTING POLICIES - EXPENSE 

NOTE 8 – EMPLOYEE AND SUPERANNUATION EXPENSES  

Employee Expenses 

Employee benefits include:  

• short-term employee benefits such as wages and salaries, annual leave loading and applicable on-costs, if 
expected to be settled wholly before twelve months after the end of the annual reporting period in which the 
employees render the related services;  

• other long-term benefits, such as long service leave and annual leave; and  

• termination benefits.  

On-costs include annual leave, long service leave, superannuation and other costs that are incurred when 
employees take annual leave and long service leave.  

Superannuation Expenses 

The Fund makes fortnightly payments directly to superannuation funds for those members of the Public Sector 
who are part of superannuation accumulation schemes. This includes the Public Sector Superannuation Scheme 
Accumulation Plan (PSSAP) and schemes of employee choice.
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SIGNIFICANT ACCOUNTING POLICIES –EXPENSE - CONTINUED 

NOTE 8 – EMPLOYEE AND SUPERANNUATION EXPENSES - CONTINUED 

Superannuation Expenses - continued 

The Fund’s accruing superannuation liability obligations are expensed as they are incurred. 

NOTE 9 – CLAIMS EXPENSES  

Claims expenses include the movement in the provision for claims payable and other related claims expenses and 
are recognised in the financial statements. The provision covers claims reported but not yet paid; incurred but not 
yet reported (IBNR); incurred but not enough reported (IBNER) and the anticipated direct and indirect costs of 
settling those claims. The provision for claims payable are actuarially assessed by reviewing individual claim files 
and estimating changes in the ultimate cost of settling claims, IBNRs and associated settlement costs using 
statistics based on past experience and trends.  

SIGNIFICANT ACCOUNTING POLICIES - ASSETS 

ASSETS – CURRENT AND NON-CURRENT 

Assets classified as current or non-current in the Balance Sheet and in the relevant notes. Assets are classified as 
current where they are expected to be realised within twelve months after the reporting date.   Assets which do 
not fall within the current classification are classified as non-current. 

NOTE 12 – CASH AND CASH EQUIVALENTS 

Cash includes cash at bank.  Fund money held with the Public Trustee and Guardian Cash Trust Fund is classified as 
Cash Equivalent. The 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. Short-term investments 
held in a Cash Trust Account are managed by an external fund manager on behalf of the Public Trustee and 
Guardian. 

NOTE 13 – RECEIVABLES 

Accounts receivable, including other receivables, are initially recognised at fair value and subsequently measured 
at amortised cost, with any adjustments to the carrying amount being recorded in the Operating Statement.  

Receivables include levies receivable, trade debtors, Goods and Services Taxation (GST), Fringe Benefits Taxation 
(FBT) and claims related recoveries. 

The collectability of receivables is reviewed on an ongoing basis. Debts which are known to be uncollectable are 
written off. An allowance for impairment is raised when some doubt as to the collection exists. The allowance for 
impairment is based on objective evidence and a review of overdue balances. The Fund considers the following is 
objective evidence of impairment: 

(i) becoming aware of financial difficulties of debtors; 
(ii) defaulting payments; or 
(iii) debts more than 90 days overdue. 
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SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES 

LIABILITIES – CURRENT AND NON-CURRENT 

Liabilities classified as current or non-current in the Balance Sheet and in the relevant notes.  Liabilities are 
classified as current when they are due to be settled within 12 months after the reporting date or the Fund doesn’t 
have an unconditional right to defer the settlement of the liability for at least 12 months after the reporting date.  
Liabilities which do not fall within the current classification are non-current.  

NOTE 14 – PAYABLES  

Payables are a financial liability and are initially recognised at fair value based on the transaction cost and 
subsequent to initial recognition at amortised cost, with any adjustments to the carrying amount being recorded in 
the Operating Statement. All amounts are normally settled within 30 days after the invoice date. 

Payables include trade payables, Goods and Services Taxation (GST), Pay As You Go (PAYG) and accrued expenses. 

Trade payables represent the amounts owing for goods and services received prior to the end of the reporting 
period and unpaid at the end of the reporting period and relating to the normal operations of the Fund. 

Accrued expenses represent goods and services provided by other parties during the period that are unpaid at the 
end of the reporting period and where an invoice has not been received by period end.  

NOTE 16 – PROVISION FOR CLAIMS PAYABLE 

An estimate of the provision for claims payable is completely annually be an independent actuary. The Fund 
appointed Taylor Fry Consulting Actuaries as their independent actuary in March 2017, previously these services 
were undertaken by KPMG Actuarial Pty Limited.  

Taylor Fry Consulting Actuaries completed a full assessment in July 2017 of the provision for claims payable at 
30 June 2017. The movement in outstanding claims liability can either reduce claims expense in the case of a 
reduction in liability or increase claims expense in the case of an increase in liability.  

The expected future payments are estimated on the basis of the ultimate cost of settling claims, which is affected 
by factors arising during the period to settlement such as normal inflation and ‘superimposed inflation’. 
Superimposed inflation refers to factors such as trends in court awards. The expected future payments are then 
discounted to present value using the Commonwealth Government Bond risk free rate. 

Claims estimated to fall due within a twelve-month period are classified as a current liability and all other claims as 
a non-current liability. 
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IMPACT OF ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 

The following revised accounting standard has been issued by the Australian Accounting Standards Board but does 
not apply to the current reporting period. This standard is applicable to future reporting periods. The Authority 
does not intend to adopt this standard early. Where applicable, these Australian Accounting Standards will be 
adopted from their application date.  

The Fund is currently assessing the impact of the standards below, and while it is assumed there will be no 
material financial impact from their implementation there is potentially an impact on the classification, 
measurement and disclosures of the Fund’s financial assets. The Fund will make a more detailed assessment of the 
impact over the next 12 months.  

• AASB 9 Financial Instruments (December 2014) (application date 1 Jan 2018) 
This standard supersedes AASB 139 Financial Instruments: Recognition and Measurement. The main impact of 
AASB 9 is that it will change the classification, measurement and disclosures of the Authority’s financial assets.  

• AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) [AASB 1, 
3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137, 139, 1023 & 1038 and 
Interpretations 2, 5, 10, 12, 19 & 127]  (application date 1 Jan 2018) 
This standard makes consequential amendments to a number of standards and interpretations as a result of 
the issuing of AASB 9 in December 2010.   

• AASB 2014-1 Amendments to Australian Accounting Standards – Part E Financial Instruments [AASB 1, 3, 4, 
5,7,9 (December 2009), 9 (December 2010), 101, 102, 108, 112, 118, 120, 121, 132, 136, 137,139, 
Interpretation 2, 5,10, 12, 16, 19, and 107] (application date 1 Jan 2018);  
Part E of this standard defers the application of AASB 9 to 1 January 2018. 

• AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) [AASB 1, 
2, 3, 4, 5, 7, 13, 101, 102, 108, 110, 112, 120, 121, 123, 128, 132, 133, 136, 137, 139, 1023, 1038, 1049, 
Interpretation 2, 5, 10, 12, 16, 19 &127] (application date 1 Jan 2018). 
This standard makes consequential amendments to a number of standards and interpretations as a result the 
issuing of AASB 9 (December 2014). 
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SIGNIFICANT ACCOUNTING POLICIES – LIABILITIES 

LIABILITIES – CURRENT AND NON-CURRENT 

Liabilities classified as current or non-current in the Balance Sheet and in the relevant notes.  Liabilities are 
classified as current when they are due to be settled within 12 months after the reporting date or the Fund doesn’t 
have an unconditional right to defer the settlement of the liability for at least 12 months after the reporting date.  
Liabilities which do not fall within the current classification are non-current.  

NOTE 14 – PAYABLES  

Payables are a financial liability and are initially recognised at fair value based on the transaction cost and 
subsequent to initial recognition at amortised cost, with any adjustments to the carrying amount being recorded in 
the Operating Statement. All amounts are normally settled within 30 days after the invoice date. 

Payables include trade payables, Goods and Services Taxation (GST), Pay As You Go (PAYG) and accrued expenses. 

Trade payables represent the amounts owing for goods and services received prior to the end of the reporting 
period and unpaid at the end of the reporting period and relating to the normal operations of the Fund. 

Accrued expenses represent goods and services provided by other parties during the period that are unpaid at the 
end of the reporting period and where an invoice has not been received by period end.  

NOTE 16 – PROVISION FOR CLAIMS PAYABLE 

An estimate of the provision for claims payable is completely annually be an independent actuary. The Fund 
appointed Taylor Fry Consulting Actuaries as their independent actuary in March 2017, previously these services 
were undertaken by KPMG Actuarial Pty Limited.  

Taylor Fry Consulting Actuaries completed a full assessment in July 2017 of the provision for claims payable at 
30 June 2017. The movement in outstanding claims liability can either reduce claims expense in the case of a 
reduction in liability or increase claims expense in the case of an increase in liability.  

The expected future payments are estimated on the basis of the ultimate cost of settling claims, which is affected 
by factors arising during the period to settlement such as normal inflation and ‘superimposed inflation’. 
Superimposed inflation refers to factors such as trends in court awards. The expected future payments are then 
discounted to present value using the Commonwealth Government Bond risk free rate. 

Claims estimated to fall due within a twelve-month period are classified as a current liability and all other claims as 
a non-current liability. 
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IMPACT OF ACCOUNTING STANDARDS ISSUED BUT YET TO BE APPLIED 

The following revised accounting standard has been issued by the Australian Accounting Standards Board but does 
not apply to the current reporting period. This standard is applicable to future reporting periods. The Authority 
does not intend to adopt this standard early. Where applicable, these Australian Accounting Standards will be 
adopted from their application date.  

The Fund is currently assessing the impact of the standards below, and while it is assumed there will be no 
material financial impact from their implementation there is potentially an impact on the classification, 
measurement and disclosures of the Fund’s financial assets. The Fund will make a more detailed assessment of the 
impact over the next 12 months.  

• AASB 9 Financial Instruments (December 2014) (application date 1 Jan 2018) 
This standard supersedes AASB 139 Financial Instruments: Recognition and Measurement. The main impact of 
AASB 9 is that it will change the classification, measurement and disclosures of the Authority’s financial assets.  

• AASB 2010-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2010) [AASB 1, 
3, 4, 5, 7, 101, 102, 108, 112, 118, 120, 121, 127, 128, 131, 132, 136, 137, 139, 1023 & 1038 and 
Interpretations 2, 5, 10, 12, 19 & 127]  (application date 1 Jan 2018) 
This standard makes consequential amendments to a number of standards and interpretations as a result of 
the issuing of AASB 9 in December 2010.   

• AASB 2014-1 Amendments to Australian Accounting Standards – Part E Financial Instruments [AASB 1, 3, 4, 
5,7,9 (December 2009), 9 (December 2010), 101, 102, 108, 112, 118, 120, 121, 132, 136, 137,139, 
Interpretation 2, 5,10, 12, 16, 19, and 107] (application date 1 Jan 2018);  
Part E of this standard defers the application of AASB 9 to 1 January 2018. 

• AASB 2014-7 Amendments to Australian Accounting Standards arising from AASB 9 (December 2014) [AASB 1, 
2, 3, 4, 5, 7, 13, 101, 102, 108, 110, 112, 120, 121, 123, 128, 132, 133, 136, 137, 139, 1023, 1038, 1049, 
Interpretation 2, 5, 10, 12, 16, 19 &127] (application date 1 Jan 2018). 
This standard makes consequential amendments to a number of standards and interpretations as a result the 
issuing of AASB 9 (December 2014). 

 



320    Chief Minister, Treasury and Economic Development Directorate: Annual Report 2016-17   Volume 2.2

Default Insurance Fund 
Appendix D – Change in Accounting Policy and Accounting Estimates 

Forming Part of Note 3 of the Financial Statements 
For the Year Ended 30 June 2017 

 

33 
 

CHANGE IN ACCOUNTING ESTIMATES 

The fund had the following changes in accounting estimates during the reporting period. 

Changes in Actuarial Assumptions 

During 2016-17 the Fund appointed Taylor Fry Consulting Actuaries to estimate the provision for claims payable 
(liability) and related claims expenses, this valuation has previously been conducted by KPMG Actuarial Pty 
Limited. Actuarial assumptions are based on past claims experience, risk exposure and projections of economic 
variables. As a result of experience during the year and changes in valuation assumptions the provision of claims 
payable decreased by $0.098 million for CIF ($0.50 million increase in 2015-16) and decreased by $0.838 million for 
UEF ($0.970 million decrease in 2015-16) (refer to Note 9: ‘Claims (Credit)/Expenses’ and Note 16: ‘Provision for 
Claims Payable’). 

The Fund makes estimates and assumptions in respect of certain key amounts recorded in the financial 
statements. Estimates and judgements are regularly 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 
key areas in which critical estimates are applied are described below.  

Actuarial Assumptions 

The actuarial process for estimating the provision for claims payable comprises: 

• future compensation payments on open reported claims including, where appropriate, an incurred but not 
enough reported (IBNER) allowance for development in the case estimate prior to the settlement of those 
claims;  

• future compensation payments for claims that have been incurred but not reported (IBNR); 
• net apportionment and cross-claims (i.e. ‘sharing’) with other defendants, where identified; 

• an estimate of the costs associated with managing the claims, such as the staff costs for employees managing 
the claims; and 

• claims inflated and discounted to a ‘present value’ basis. 

The approach used in calculating the provision for claims payable in the Uninsured Employers Fund was as follows: 

• development of open claims (current value payments to date plus current case estimates) was analysed; and 
consideration was then given to the need to include an allowance for IBNER; 

• a further allowance was made for IBNR claims, based on a projection of future claim reports and an adopted 
average claim size; 

• a pattern of future payments was applied to apportion the current value of the liability over future payment 
periods; 

• an allowance was made for the effect of future recoveries, based on historic experience; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 
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Actuarial Assumptions - Continued 

The approach used to estimate the provision for claims payable in the Collapsed Insurers Fund, excluding National 
Employers Mutual was as follows: 

• historical claim payments gross of recoveries were inflated to 30 June 2017 values; 
• future claims payments were projected, based on payment experience to date; 
• development of open claims (current value payments to date plus current case estimates) was analysed and 

consideration was then given to the need to adjust the case estimates on the open claims for future case 
estimate developments; 

• a further allowance was made for incurred but not yet reported IBNR claims; 
• a pattern of future payments was applied to apportion the current value of the liability over future payment 

periods; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 

The approach used to estimate the provision for claims payable in respect of National Employers Mutual was as 
follows: 

• future claims payments on the one open claim were projected, based on payments in 2016-17; 

• probability of survival factors were applied to each payment based on the claimant’s age of 70 at 
30 June 2017; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 

No provision was made for claims payable in respect of Palmdale. 
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CHANGE IN ACCOUNTING ESTIMATES 

The fund had the following changes in accounting estimates during the reporting period. 

Changes in Actuarial Assumptions 

During 2016-17 the Fund appointed Taylor Fry Consulting Actuaries to estimate the provision for claims payable 
(liability) and related claims expenses, this valuation has previously been conducted by KPMG Actuarial Pty 
Limited. Actuarial assumptions are based on past claims experience, risk exposure and projections of economic 
variables. As a result of experience during the year and changes in valuation assumptions the provision of claims 
payable decreased by $0.098 million for CIF ($0.50 million increase in 2015-16) and decreased by $0.838 million for 
UEF ($0.970 million decrease in 2015-16) (refer to Note 9: ‘Claims (Credit)/Expenses’ and Note 16: ‘Provision for 
Claims Payable’). 

The Fund makes estimates and assumptions in respect of certain key amounts recorded in the financial 
statements. Estimates and judgements are regularly 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 
key areas in which critical estimates are applied are described below.  

Actuarial Assumptions 

The actuarial process for estimating the provision for claims payable comprises: 

• future compensation payments on open reported claims including, where appropriate, an incurred but not 
enough reported (IBNER) allowance for development in the case estimate prior to the settlement of those 
claims;  

• future compensation payments for claims that have been incurred but not reported (IBNR); 
• net apportionment and cross-claims (i.e. ‘sharing’) with other defendants, where identified; 

• an estimate of the costs associated with managing the claims, such as the staff costs for employees managing 
the claims; and 

• claims inflated and discounted to a ‘present value’ basis. 

The approach used in calculating the provision for claims payable in the Uninsured Employers Fund was as follows: 

• development of open claims (current value payments to date plus current case estimates) was analysed; and 
consideration was then given to the need to include an allowance for IBNER; 

• a further allowance was made for IBNR claims, based on a projection of future claim reports and an adopted 
average claim size; 

• a pattern of future payments was applied to apportion the current value of the liability over future payment 
periods; 

• an allowance was made for the effect of future recoveries, based on historic experience; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 
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Actuarial Assumptions - Continued 

The approach used to estimate the provision for claims payable in the Collapsed Insurers Fund, excluding National 
Employers Mutual was as follows: 

• historical claim payments gross of recoveries were inflated to 30 June 2017 values; 
• future claims payments were projected, based on payment experience to date; 
• development of open claims (current value payments to date plus current case estimates) was analysed and 

consideration was then given to the need to adjust the case estimates on the open claims for future case 
estimate developments; 

• a further allowance was made for incurred but not yet reported IBNR claims; 
• a pattern of future payments was applied to apportion the current value of the liability over future payment 

periods; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 

The approach used to estimate the provision for claims payable in respect of National Employers Mutual was as 
follows: 

• future claims payments on the one open claim were projected, based on payments in 2016-17; 

• probability of survival factors were applied to each payment based on the claimant’s age of 70 at 
30 June 2017; and 

• an allowance was made for the timing of benefit payments by adjusting for future claims inflation and 
discounting these payments to a present value. 

No provision was made for claims payable in respect of Palmdale. 
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Actuarial Assumptions – Continued 

Process Used to Determine Assumptions 

A description of the processes used to determine these assumptions is provided below: 

Projected IBNR claim numbers 

The projected claim numbers have been determined based on an assumed pattern of claim emergence using chain 
ladder projections, which uses ratios to project the numbers of claims. This projection gives the average number of 
IBNR claims expected in the future from a notional distribution of possible outcomes. Because it is the result of an 
estimation process, the result is not an integral number. 

For the Uninsured Employer Fund, 20% of new claims are projected to be reported in 2017-18.  

Gross average IBNR claim size 

The gross average claims size assumption has been determined based on an analysis of past average claim size, 
with an allowance for past wage inflation and an estimate of past superimposed inflation of 1.75%. 

Claims inflation rate 

Future claims inflation is based on forecasts of Average Weekly Earnings (AWE) for ACT from Access Economics’ five 
year business outlook at 30 June 2017, blended with long term forecasts for AWE. When applied to the forecast 
payments, this is equivalent to a single rate of 3.34% for UEF and 3.19% for CIF. However, claim costs have a tendency 
to increase above the rate of wage inflation over time. A rate of 0.5% per annum for additional (i.e. superimposed) 
inflation has been adopted.  

Discount rate 

The estimate of the Default Insurance Fund’s provision for claims payable is provided on both a discounted (i.e. 
allowing for future investment income) and undiscounted basis. To discount the liability, the market yields at 
30 June 2017 on long-duration Commonwealth Government bonds have been used, which gives weighted average 
discount rates of 2.00% and 2.94% per annum for the Collapsed Insurer Fund and Uninsured Employer Fund 
respectively. The two Funds have different projected payment patterns based on the nature of their claims. As the 
market yield of bonds varies by duration, this gives rise to the different average discount rates for the two Funds. 

Average weighted term to settlement 

The average weighted term to settlement is based on historic settlement patterns. A decrease in the average 
weighted term to settlement would lead to more claims being paid sooner than anticipated. 

Recoveries 

The percentage of recoveries is based on historic recovery patterns. A decrease in the percentage of recoveries 
would lead to higher net claim payments. 

Claims handling expenses 

An assumption of 15% loading for expenses has been applied to the gross central estimate for the Fund at  
30 June 2017. This is unchanged from the previous valuation at 30 June 2016. 
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Actuarial Assumptions – Continued 

Table 1 – Main assumptions in determining the provision for claims payable 

Assumption Collapsed Insurer Fund Uninsured Employer Fund 

 2017 2016 2017 2016 

Projected IBNR claim numbers Nil Nil 37.2 30.4 

Gross average IBNR claim size Nil Nil $139,250 $163,678 

Claims Inflation rate per annum – 
Wage Inflation 3.19% 3.75% 3.34% 3.75% 

Claims Inflation rate per annum – 
Superimposed inflation 0.50% 1.75% 0.50% 1.75% 

Discount rate per annum 2.00% 1.6% 2.94% 1.8% 

Average weighted term to settlement 2.8 years 3.8 years 7.0 years 4.5 years 

Recoveries 0% 0% 8% 9% 

Claims handling expenses 15% 15% 15% 15% 

Past Superimposed Inflation Not Applicable Not Applicable 1.75% Not Applicable 
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Actuarial Assumptions – Continued 

Process Used to Determine Assumptions 

A description of the processes used to determine these assumptions is provided below: 

Projected IBNR claim numbers 

The projected claim numbers have been determined based on an assumed pattern of claim emergence using chain 
ladder projections, which uses ratios to project the numbers of claims. This projection gives the average number of 
IBNR claims expected in the future from a notional distribution of possible outcomes. Because it is the result of an 
estimation process, the result is not an integral number. 

For the Uninsured Employer Fund, 20% of new claims are projected to be reported in 2017-18.  

Gross average IBNR claim size 

The gross average claims size assumption has been determined based on an analysis of past average claim size, 
with an allowance for past wage inflation and an estimate of past superimposed inflation of 1.75%. 

Claims inflation rate 

Future claims inflation is based on forecasts of Average Weekly Earnings (AWE) for ACT from Access Economics’ five 
year business outlook at 30 June 2017, blended with long term forecasts for AWE. When applied to the forecast 
payments, this is equivalent to a single rate of 3.34% for UEF and 3.19% for CIF. However, claim costs have a tendency 
to increase above the rate of wage inflation over time. A rate of 0.5% per annum for additional (i.e. superimposed) 
inflation has been adopted.  

Discount rate 

The estimate of the Default Insurance Fund’s provision for claims payable is provided on both a discounted (i.e. 
allowing for future investment income) and undiscounted basis. To discount the liability, the market yields at 
30 June 2017 on long-duration Commonwealth Government bonds have been used, which gives weighted average 
discount rates of 2.00% and 2.94% per annum for the Collapsed Insurer Fund and Uninsured Employer Fund 
respectively. The two Funds have different projected payment patterns based on the nature of their claims. As the 
market yield of bonds varies by duration, this gives rise to the different average discount rates for the two Funds. 

Average weighted term to settlement 

The average weighted term to settlement is based on historic settlement patterns. A decrease in the average 
weighted term to settlement would lead to more claims being paid sooner than anticipated. 

Recoveries 

The percentage of recoveries is based on historic recovery patterns. A decrease in the percentage of recoveries 
would lead to higher net claim payments. 

Claims handling expenses 

An assumption of 15% loading for expenses has been applied to the gross central estimate for the Fund at  
30 June 2017. This is unchanged from the previous valuation at 30 June 2016. 
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Actuarial Assumptions – Continued 

Table 1 – Main assumptions in determining the provision for claims payable 

Assumption Collapsed Insurer Fund Uninsured Employer Fund 

 2017 2016 2017 2016 

Projected IBNR claim numbers Nil Nil 37.2 30.4 

Gross average IBNR claim size Nil Nil $139,250 $163,678 

Claims Inflation rate per annum – 
Wage Inflation 3.19% 3.75% 3.34% 3.75% 

Claims Inflation rate per annum – 
Superimposed inflation 0.50% 1.75% 0.50% 1.75% 

Discount rate per annum 2.00% 1.6% 2.94% 1.8% 

Average weighted term to settlement 2.8 years 3.8 years 7.0 years 4.5 years 

Recoveries 0% 0% 8% 9% 

Claims handling expenses 15% 15% 15% 15% 

Past Superimposed Inflation Not Applicable Not Applicable 1.75% Not Applicable 
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Actuarial Assumptions – Continued 

Sensitivity Analysis  

The Fund’s provision for claims payable is calculated using methods that rely on certain assumptions about the 
experience of claims which are already incurred but not yet fully paid. To understand the impact of variations in 
these assumptions, changes were made to key assumptions and the impact on the outstanding claims result was 
quantified. This is referred to as a sensitivity analysis. 

Table 2 - shows a number of sensitivities on the UEF net liability. These sensitivities indicate the considerable 
sensitivity to the number of late claims, which is very uncertain. 

Uninsured Employer Fund - Sensitivities of net liability to various model assumptions 

Sensitivity 
 

Assumption 
 

Changed to 
 

Scenario 
net 

provision 
for claims 

payable 
$’000 

Difference 
from net 
provision 
for claims 

payable 
$’000 

Difference 
% 

      
Net provision for claims payable   7,599   

IBNER 10% 20% 7,753 154 2 

Number of late claims per annum 1 claim 1.9 claims 11,145 3,545 47 

Number of late claims per annum 1 claim 0.6 claims 6,232 (1,367) (18) 

Historical superimposed inflation 1.75% 0% 6,899 (700) (9) 

Average claim size $139,250 $120,000 6,783 (817) (11) 

Average claim size $139,250 $160,000 8,480 880 12 

Tail claim 7% 17% 7,640 40 1 

Future inflation Equivalent rate 
3.34% 

Previous valuation 
3.75%  7,832 233 3 

Future superimposed inflation 0.50% Previous valuation 
1.75%  8,329 729 10 

Future discount rate Equivalent rate  
2.94% 

Previous valuation 
1.80%  7,990 391 5 
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Actuarial Assumptions – Continued 

Sensitivity Analysis - Continued 

Table 3 - shows a number of sensitivities on the CIF net liability. These sensitivities indicate the considerable 
sensitivity to the number and cost of IBNR claims, both of which are very uncertain. 

Collapsed Insurance Fund - Sensitivities of net liability to various model assumptions 

Sensitivity 
 

Assumption 
 

Changed to 
 

Scenario 
net 

provision 
for claims 

payable 
$’000 

Difference 
from net 
provision 
for claims 

payable 
$’000 

Difference 
% 

      
Net provision for claims payable   948   

Future inflation Equivalent rate 
3.19% 

Previous valuation 
3.75% 973 25 3 

Future superimposed inflation 0.50% Previous valuation 
1.75% 967 19 2 

Future discount rate Equivalent rate  
2.00% 

Previous valuation 
1.80% 982 34 4 

IBNR claim cost $350,000 $200,000 768 (180) (19) 

IBNR claim cost $350,000 $700,000 1,368 420 44 

The net provision for claims payable refers to the provision for outstanding claims liability, which is net of any 
recoveries, inclusive of claims handling expenses and is not intentionally over or underestimated (i.e. does not 
include a margin for uncertainty). 

Claims frequency and average claim size 

The provision for claims payable is calculated by reference to expected claim frequency and average claim sizes. An 
increase in the claim frequency and/or average claim size would increase the claims liability. 

Case estimate development 

The provision for claims payable relies in part on the case estimates held by the Fund. The impact on reported claim 
expense will reflect the extent that the development of case estimates differ from expected. 

Discount rate 

The provision for claims payable is calculated by reference to expected future payments. These payments are 
discounted to adjust for the time value of money. A decrease in the assumed discount rate will increase the total 
claims liability. 

Inflation and superimposed inflation rates 

Expected future payments are inflated to take account of inflationary increases. In addition to the general economic 
inflation rate, an amount is superimposed to take account of non-economic inflationary factors, such as increases in 
court awards. Such rates of superimposed inflation are specific to the model adopted. An increase or decrease in 
the assumed levels of either economic or superimposed inflation would have a corresponding and magnified impact 
on the claims expense. 
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Actuarial Assumptions – Continued 

Sensitivity Analysis - Continued 

Table 3 - shows a number of sensitivities on the CIF net liability. These sensitivities indicate the considerable 
sensitivity to the number and cost of IBNR claims, both of which are very uncertain. 

Collapsed Insurance Fund - Sensitivities of net liability to various model assumptions 

Sensitivity 
 

Assumption 
 

Changed to 
 

Scenario 
net 

provision 
for claims 

payable 
$’000 

Difference 
from net 
provision 
for claims 

payable 
$’000 

Difference 
% 

      
Net provision for claims payable   948   

Future inflation Equivalent rate 
3.19% 

Previous valuation 
3.75% 973 25 3 

Future superimposed inflation 0.50% Previous valuation 
1.75% 967 19 2 

Future discount rate Equivalent rate  
2.00% 

Previous valuation 
1.80% 982 34 4 

IBNR claim cost $350,000 $200,000 768 (180) (19) 

IBNR claim cost $350,000 $700,000 1,368 420 44 

The net provision for claims payable refers to the provision for outstanding claims liability, which is net of any 
recoveries, inclusive of claims handling expenses and is not intentionally over or underestimated (i.e. does not 
include a margin for uncertainty). 

Claims frequency and average claim size 

The provision for claims payable is calculated by reference to expected claim frequency and average claim sizes. An 
increase in the claim frequency and/or average claim size would increase the claims liability. 

Case estimate development 

The provision for claims payable relies in part on the case estimates held by the Fund. The impact on reported claim 
expense will reflect the extent that the development of case estimates differ from expected. 

Discount rate 

The provision for claims payable is calculated by reference to expected future payments. These payments are 
discounted to adjust for the time value of money. A decrease in the assumed discount rate will increase the total 
claims liability. 

Inflation and superimposed inflation rates 

Expected future payments are inflated to take account of inflationary increases. In addition to the general economic 
inflation rate, an amount is superimposed to take account of non-economic inflationary factors, such as increases in 
court awards. Such rates of superimposed inflation are specific to the model adopted. An increase or decrease in 
the assumed levels of either economic or superimposed inflation would have a corresponding and magnified impact 
on the claims expense. 
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Actuarial Assumptions – Continued 

Uncertainty 

General sources of uncertainty  

• Data error – the base data can contain material errors or may not be representative of the current portfolio of 
claims. 

• Model error – incorrect or inappropriate models may be used to project the future claims. 

• Parameter error – the selected values for various assumptions within the valuation are in some cases based on 
judgement and may not accurately represent the future values for the parameters. 

• Random error – claims development is, by its nature, subject to random variation. 

• Unforeseen developments due to events including jury decisions, court interpretations, legislative changes, 
public attitudes, potential sources of ‘latent claims’ (e.g. child claims in the context of compulsory third party), 
and social/economic conditions such as inflation. 

Fund specific sources of uncertainty  

• The Fund’s data is sparse and an actuary could reasonably select a wide range of assumptions when assessing 
the liabilities. 

• The provision for claims payable of the Collapsed Insurance Fund are expected to reduce over time (unless 
another insurer collapses). As such, the ‘tail’ liabilities (i.e. liabilities from earlier accident periods) are likely to 
become increasingly uncertain in percentage terms as the liabilities reduce. 

• The experience of the Uninsured Employer Fund, in particular, is influenced by social and economic factors. 
These factors have had an impact on the claims experience of the Fund.   

• For both Funds, there are specific uncertainties relating to latent claims, including very long tailed latent 
exposures such as asbestos-related diseases.  No specific allowance has been made for the existence of latent 
claim types that are not already evident within the claims data. It is possible that these claims could be 
significant. 

• Case estimates have been relied upon when setting reserves for open claims. It is likely that when open claims 
are settled they will be settled at a different value to the case estimate held, and this value may be 
significantly higher or lower than the case estimate. 

• From 1 July 2016, the Lifetime Care and Support Scheme will cover private sector workers who are 
catastrophically injured in a workplace accident. This leads to uncertainty regarding the impact of the Scheme 
on the Fund. In theory, the introduction of the Scheme should provide the potential for the claim costs within 
the Fund to reduce as they may be claimed under the scheme. However, as such claims are expected to be 
infrequent, the exact impact on any given year is unknown. 




