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8.1 OVERVIEW 

The ACT Government is continuing to deliver a strong balance sheet, which is reflected in 
the Territory’s AAA credit rating from Standard & Poor’s – the highest possible rating. 

The Government’s strong fiscal management is reflected by maintaining debt at sustainable 
levels to provide the flexibility to deal with emerging pressures, while continuing to build 
the infrastructure necessary to maximise economic growth, improve productivity and grow 
more jobs. 

The Government is already in the process of delivering a $2.8 billion infrastructure pipeline, 
including Stage 1 of light rail from Gungahlin to the City, the ACT Law Courts precinct, and 
major arterial road upgrades across the Territory. 

Over the next four years, we will deliver even more investment in key infrastructure to 
support our city’s growth and cement Canberra’s status as one of the world’s most liveable 
cities.  Importantly, this investment will extend beyond transport infrastructure and into our 
schools, hospitals and public spaces to deliver better services for Canberrans through new 
and refurbished infrastructure. 

The Government continues to maintain the important financial objective of extinguishing 
the Territory’s unfunded superannuation liability by 2030.  This is the largest liability on the 
Government’s balance sheet, but our strategy remains on target to fully fund this over time. 

The Government is continuing on a steady path back to budget balance.  As has been 
forecast since the 2015-16 Budget, we are progressing towards restoring the budget to 
balance from 2018-19.  The Government’s capacity to manage the Territory’s finances has 
been acknowledged by Standard & Poor’s in its most recent assessment, which highlighted 
the Territory’s strong economy, financial management, and budgetary flexibility. 

The return to balance will provide the Government with even greater capacity to address 
future economic and financial shocks, if they arise.  It will also create more space for future 
investment to support Canberra’s growth. 

The Government considers that the estimates reflected in this Budget, and the resulting 
strong outlook for the Territory’s financial position are consistent with maintaining a 
AAA credit rating. 
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8.2 NET DEBT AND NET FINANCIAL LIABILITIES 

The ACT Government continues to maintain a strong balance sheet.  The key indicators, 
measured as a proportion of Gross State Product and using the most recent budget 
estimates, are broadly in line with other AAA rated jurisdictions.  

Table 8.2.1 provides a summary of the key balance sheet measures for the General 
Government Sector. 

Table 8.2.1: General Government Sector key balance sheet measures 

2016-17 
Budget 

  2016-17 
Est. Outcome 

2017-18 
Budget 

2018-19 
Estimate 

2019-20 
Estimate 

2020-21 
Estimate 

$m   $m $m $m $m $m 
2,080.2 Net debt (excluding super) 1,746.5 2,001.1 2,746.9 2,866.1 2,826.9 
5,496.5 Net financial liabilities 4,768.7 5,107.1 5,879.6 6,057.4 6,092.3 

17,100.2 Net worth 17,701.0 18,002.3 18,168.7 18,344.8 18,578.1 

Net debt 

Net debt is a key balance sheet measure of financial sustainability, taking into account gross 
debt liabilities – including the impact of Public Private Partnerships – as well as financial 
assets (such as cash reserves and investments).   

Table 8.2.2 below presents net debt and net debt to Gross State Product for the General 
Government Sector. 

Table 8.2.2: General Government Sector net debt  

2016-17 
Budget 

  2016-17 
Est. Outcome 

2017-18 
Budget 

2018-19 
Estimate 

2019-20 
Estimate 

2020-21 
Estimate 

$m   $m $m $m $m $m 
2,080.2 Net debt (excluding super) 1,746.5 2,001.1 2,746.9 2,866.1 2,826.9 

5.6% Net debt to Gross State 
Product 

4.6% 5.0% 6.5% 6.5% 6.1% 

Net debt over the budget and forward estimates period is positive, indicating that General 
Government Sector cash reserves and investments are lower than gross debt liabilities, 
which include market and Commonwealth borrowings, and liabilities associated with Public 
Private Partnerships. 

Compared to the 2016-17 Budget, net debt has decreased in each year from 2016-17 to 
2018-19.  The improvement in net debt largely reflects changes in the land release program 
and higher distributions in relation to the land rent scheme due to more participants exiting 
the scheme and converting to Crown leases by purchasing their property. 
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Net debt in 2019-20 is forecast to increase compared to the 2016-17 Budget, largely due to 
the inclusion of capital provisions in the forward estimates, relating to the Government’s 
significant investments in health, schools, and transport infrastructure. 

Details of market borrowings, Commonwealth borrowings and finance leases (mainly Public 
Private Partnerships) can be found at Table 8.4.2 in Management of financial assets and 
liabilities (Chapter 8.4). 

Net financial liabilities 

Net financial liabilities are a broad measure of General Government Sector liabilities, 
including net debt and superannuation liabilities.  Table 8.2.3 below details net financial 
liabilities and the ratio of net financial liabilities to Gross State Product for the General 
Government Sector.  

Table 8.2.3: General Government Sector net financial liabilities   

2016-17 
Budget 

  2016-17 
Est. Outcome 

2017-18 
Budget 

2018-19 
Estimate 

2019-20 
Estimate 

2020-21 
Estimate 

$m   $m $m $m $m $m 
5,496.5 Net financial liabilities 4,768.7 5,107.1 5,879.6 6,057.4 6,092.3 

14.9% Net financial liabilities to 
Gross State Product 

12.4% 12.7% 14.0% 13.7% 13.1% 

Net financial liabilities are forecast to decrease by $727.8 million in 2016-17, compared to 
the original budget.  This decrease is mainly due to the variation in net debt described 
above, revised provision estimates in relation to the Loose-fill Asbestos Eradication Scheme, 
and an improvement in the superannuation liability based on the latest Commonwealth 
Superannuation Scheme and Public Superannuation Scheme defined benefit actuarial 
review.  The improvement is due to a reduction in the long-term salary growth assumptions 
as well as salary growth and pension indexation being lower than assumed over 2015-16. 

In 2017-18, net financial liabilities are forecast to increase by $338.4 million.  This largely 
reflects forecast growth in the superannuation liability and the inclusion of lease liabilities 
associated with Public Private Partnerships. 

The ratio of net financial liabilities to Gross State Product provides an indicator of the 
sustainability of a jurisdiction’s debt.  The ACT’s ratio is in line with other AAA-rated 
jurisdictions.  While this ratio is subject to volatility, it is desirable that it remains broadly 
stable over time. 

Net worth 

Net worth is the value of all financial and non-financial assets less liabilities.  The ACT 
maintains strong positive net worth.  Table 8.2.4 below presents net worth and the ratio of 
net worth to Gross State Product for the General Government Sector. 
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Table 8.2.4: General Government Sector net worth   

2016-17 
Budget 

  2016-17 
Est. Outcome 

2017-18 
Budget 

2018-19 
Estimate 

2019-20 
Estimate 

2020-21 
Estimate 

$m   $m $m $m $m $m 
17,100.2 Net worth 17,701.0 18,002.3 18,168.7 18,344.8 18,578.1 

46.4% Net worth to Gross State 
Product 

46.1% 44.8% 43.1% 41.4% 40.0% 

Net worth is forecast to increase in 2016-17, compared to the original budget, by 
$600.8 million.  This increase is largely due to the variation in net financial liabilities 
described above.  Across the budget and forward estimates, net worth is forecast to 
increase from $18.0 billion to $18.6 billion. 

The ACT continues to maintain one of the strongest net worth to Gross State Product ratios 
compared to other jurisdictions at 44.8 per cent. 
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8.3 UNFUNDED SUPERANNUATION LIABILITY 

Introduction 

ACT Government employees (‘employees’) are members of a number of different 
superannuation schemes.  This is because superannuation arrangements available to the 
employee at the time of commencing employment have changed over time.  Unlike other 
jurisdictions, the Government does not operate a standalone superannuation fund for 
employees. 

Approximately 8,000 current full time employees are members of Commonwealth defined 
benefit superannuation schemes including the Commonwealth Superannuation Scheme 
(CSS) and the Public Sector Superannuation Scheme (PSS).  Both of these schemes are closed 
to new ACT employee members. 

As a result of these prior Commonwealth Government arrangements, the ACT Government 
currently has an unfunded superannuation liability. 

The Government maintains, as a key financial objective, a funding plan to extinguish the 
Territory’s unfunded defined benefit superannuation liability by 2030.  The funding plan 
involves the accumulation of funds in the Superannuation Provision Account.  The 
Superannuation Provision Account currently receives budget appropriations that are put 
towards annual benefit payments to the Commonwealth Government. 

From 1 July 2005, new employees have accessed defined contribution scheme 
arrangements under which the Government makes fortnightly payments to each 
employee’s superannuation fund.   

ACT Government employee superannuation arrangements 

The superannuation arrangements applicable to permanent employees are outlined below. 

Defined benefit superannuation schemes 

The CSS was closed to new ACT employee members from 1 July 1990 and the PSS from 
1 July 2005. 

The CSS and PSS are types of defined benefit superannuation schemes, in which some or all 
of the benefits payable to members are defined in advance according to a set of formulae 
which are linked to factors such as years of service, final average salary and level of 
individual member contribution over time.  With the exception of employer productivity 
contributions, the employer financed component of entitlements is unfunded and is not 
required to be paid until a member receives their benefit entitlement. 
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The administration of the CSS and PSS is undertaken by the Commonwealth Superannuation 
Corporation (CSC), with all benefits paid to entitled CSS and PSS members by CSC.  The 
Government reimburses CSC annually for the Territory’s share of employer superannuation 
benefits paid to entitled ACT employees who are, or were, members of the CSS or PSS. 

Public Sector Superannuation Accumulation Plan  

From 1 July 2005, all new ACT employees were required to become members of the Public 
Sector Superannuation Accumulation Plan (PSSap), a defined contribution plan 
(accumulation) arrangement where the ACT Government is required to contribute 
15.4 per cent of an employee’s salary.  Existing CSS and PSS members were not able to 
transfer to the new superannuation scheme.  The PSSap closed to new ACT employees on 
6 October 2006. 

Post 6 October 2006 – Fund of choice arrangements 

From 6 October 2006, the Government introduced superannuation fund of choice 
arrangements for all new employees.  Employees can choose their preferred 
superannuation fund.  If an employee does not elect a fund, he or she becomes an 
automatic member of the Government’s appointed default superannuation fund. 

Under the fund of choice arrangements, employees must join a defined contribution 
(accumulation) fund into which the ACT Government is required to contribute at a 
minimum, the prevailing superannuation guarantee percentage rate as set by 
Commonwealth Government legislation, which is currently 9.5 per cent.  The Government is 
currently paying a contribution rate of 10.5 per cent.  The Government will contribute an 
additional 1 per cent for employees who contribute 3 per cent or more of their salary to 
their chosen fund. 

Members of the Legislative Assembly  

There are two superannuation arrangements for Members of the ACT Legislative Assembly 
(MLAs).  MLAs who were elected before the 2008 general election and have a relevant 
period of service with no discontinuance, are members of an unfunded defined benefit 
superannuation arrangement, prescribed under the Legislative Assembly (Members’ 
Superannuation) Act 1991. 

Those MLAs elected at, or after, the 2008 general election, and who were not an existing 
member of the Defined Benefit Scheme prior to the election, assume membership of a 
choice of fund accumulation scheme.  The ACT Government is required to contribute the 
equivalent of 14 per cent of the Member’s eligible salary.  The Government contributes an 
additional 1 per cent for MLAs who contribute 3 per cent or more of their salary to their 
chosen fund. 
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Defined benefit superannuation liabilities 

The ACT Government currently recognises a defined benefit superannuation liability for 
approximately 36,000 past and current employees, including current contributors, deferred 
beneficiaries and pensioners.  As at 30 June 2016, 7,906 current full-time employees were 
contributors to the CSS and the PSS. 

Table 8.3.1 outlines the breakdown of the defined benefit superannuation scheme 
employee members as at 30 June 2016. 

Table 8.3.1: ACT employee defined benefit scheme membership 

  Contributors 
 

Deferred 
Beneficiaries 

Current 
Pensioners 

Dependent 
Pensioners 

Total 

Group A Members1 
          

CSS 547 206 5,558 505 6,816 
PSS 7,359 8,366 4,115 199 20,039 
Total 7,906 8,572 9,673 704 26,855 
Group B Members2      
CSS 256 134 999 46 1,435 
PSS 3,150 3,106 1,353 38 7,647 
Total 3,406 3,240 2,352 84 9,082 

Notes: 
1. Group A membership data includes CSS and PSS contributors who were employees of the ACT Government at 

30 June 2016, and CSS and PSS deferred beneficiaries and pensioners who were employees of the ACT Government 
when their employment ceased. 

2. Group B membership data includes CSS and PSS contributors who were not employees of the ACT Government at 
30 June 2016, but were so previously, and CSS and PSS deferred beneficiaries and pensioners who were not 
employees of the ACT Government when their employment ceased, but were so previously. 

As the employer financial obligations will be settled many years into the future, the 
estimated financial obligation is measured on a discounted basis.  The ultimate cost of the 
financial obligation will be influenced by several factors. 

Actuarial assumptions are required to measure the estimated future liability and expense.  
The actuarial assumptions must be unbiased, being neither imprudent nor excessively 
conservative, and mutually compatible if they reflect the economic relationships between 
factors.  The financial and demographic assumptions are the best estimates of the variables 
that will determine the ultimate cost of the defined benefit financial obligations.  The 
financial and demographic assumptions supporting the valuation estimates are reviewed by 
the Government, in consultation with Treasury’s appointed actuary, on an ongoing basis. 

The projected benefit payments are determined from actual accrued member balances at 
valuation date and are actuarially projected forward using a range of financial and 
demographic assumptions such as inflation, wages growth, rates of retirement and 
resignation, investment returns, benefit stream election, and mortality rates.   
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Every three years the actuary undertakes a more comprehensive review of the defined 
benefit employer superannuation liability by also incorporating a review of all financial and 
demographic assumptions, following a comprehensive review of actual outcomes and 
membership experience over time.  The outcomes from this analysis form the basis for the 
financial and demographic assumptions adopted for the annual reviews of the liability and 
emerging cost projections.   

The recent actuarial review, which utilised the latest salary and membership data as at 
30 June 2016, was an annual actuarial review with the results incorporated into the 
2017-18 Budget estimates. 

A long-term average discount rate assumption of six per cent is currently used to estimate 
the superannuation liability valuation and superannuation expense projections over the 
budget and forward years.  This is consistent with the long-term discount rate assumption 
used by the Commonwealth Government to estimate the liability valuation for their CSS and 
PSS defined benefit employee superannuation liabilities. 

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. 

At financial year end for the purpose of the annual financial statements, Australian 
Accounting Standards (AASB 119 Employee Benefits) requires the use of the yield (interest 
rate) on a suitable Commonwealth Government bond as the discount rate to estimate the 
present value of the superannuation liability. 

The discount rate used to calculate the present value of the superannuation liability has a 
significant financial impact on the estimated present value of the superannuation liability 
and related superannuation expense.  A lower discount rate leads to a higher estimate of 
the superannuation liability and related superannuation expense, and vice versa. 

The estimated defined benefit superannuation liability is set out in Table 8.3.2. 

Table 8.3.2: Defined benefit superannuation liability 

  2016-17 
Est. Outcome 

$’000 

2017-18 
Budget 

$’000 

2018-19 
Estimate 

$’000 

2019-20 
Estimate 

$’000 

2020-21 
Estimate 

$’000 
Opening liability 10,714,570 6,127,350          6,366,512 6,595,981 6,814,083 
Service cost 309,294 122,627 117,809 113,083 108,592 
Interest cost 293,498 367,684         381,208 394,123 406,389 
Benefit payments -230,525 -251,149 -269,547 -289,103 -308,044 
Actuarial (Gain)/Loss1 -4,959,486 0 0 0 0 
Closing liability 6,127,351 6,366,512 6,595,981 6,814,083 7,021,019 
Notes: Numbers may not add due to rounding. 
1. The actuarial (gain)/loss is the change in the present value of the superannuation liability resulting from a change in 

the discount rate assumption.  The liability valuation at 30 June 2016 utilised a discount rate assumption of 
2.69 per cent.  The liability valuations from 30 June 2017 utilise a long-term discount rate assumption of 6 per cent.  A 
lower discount rate leads to a higher liability valuation estimate. 
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The defined benefit superannuation liability is estimated to grow to approximately 
$7.021 billion by 30 June 2021.  The service cost associated with the accrual of employee 
superannuation benefits is forecast to decrease over time as ACT employee members leave 
the schemes through resignation or retirement.  The interest cost is forecast to increase due 
to past benefits accrued by ACT employee members moving one year closer to payment. 

The 2017-18 Budget estimates for the liability and emerging cost payments have reduced 
due to a reduction in the long-term salary growth assumption, as well as salary growth and 
pension indexation being lower than assumed over the 2015-16 financial year. 

The impact on the estimates for the projected defined benefit employer superannuation 
liabilities is illustrated in Figure 8.3.1. 

Figure 8.3.1: Actuarial revision to the estimated employer superannuation liability 
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The defined benefit superannuation liability is projected to peak, in nominal terms, at 
approximately $8.232 billion by 30 June 2032.   

The impact on the estimates for the Territory’s projected emerging cost payments is 
illustrated below in Figure 8.3.2. 
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Figure 8.3.2: Actuarial revision to estimated employer emerging cost payments 
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The total superannuation payments to the Commonwealth are projected to be 
approximately $1.118 billion over the 2017-18 Budget and forward years.  The annual 
superannuation benefit payments (in nominal terms) made to the Commonwealth to 
extinguish the liability are projected to increase over time from approximately $251 million 
in 2017-18 to a peak of $638 million in 2042-43. 

Defined benefit superannuation funding 

The Government maintains, as a key financial objective, a funding plan to extinguish the 
Territory’s unfunded defined benefit superannuation liability by way of accumulating funds 
in the Superannuation Provision Account.   

Details on the budget appropriation to the Superannuation Provision Account, projected 
benefit payments to the Commonwealth, and the estimated investment portfolio assets, 
investment earnings, and Superannuation Provision Account expenses are set out below in 
Table 8.3.3. 

Table 8.3.3: Defined benefit superannuation assets 

  2016-17 
Est. Outcome 

$’000 

2017-18 
Budget 

$’000 

2018-19 
Budget 

$’000 

2019-20 
Budget 

$’000 

2020-21 
Budget 

$’000 
Opening Assets 3,446,844 3,689,720 3,877,533 4,079,046 4,374,049 
Net Investment Earnings 326,611 268,196 282,028 300,654 322,391 
Appropriation 155,525 176,149 194,547 289,103 308,044 
Benefit Payments -232,898 -251,149 -269,547 -289,103 -308,044 
Other Payments -6,362 -5,383 -5,515 -5,651 -5,788 
Closing Assets 3,689,720 3,877,533 4,079,046 4,374,049 4,690,652 
Note: Numbers may not add due to rounding. 
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The funding plan for the defined benefit superannuation liability will help reduce the 
longer-term cost as investment returns provide a source of funding for future liabilities. 

The difference between the estimated liability and investment assets represents the level of 
unfunded superannuation liability.  The estimated funding percentage of the defined benefit 
superannuation liability over the budget and forward years is projected to increase as 
illustrated below in Table 8.3.4. 

Table 8.3.4: Superannuation liability funding 

  2016-17 
Est. Outcome 

$’000 

2017-18 
Budget 

$’000 

2018-19 
Estimate 

$’000 

2019-20 
Estimate 

$’000 

2020-21 
Estimate 

$’000 
Superannuation Liability1 6,127,351 6,366,512 6,595,981 6,814,083 7,021,019 
Investments 3,689,720 3,877,533 4,079,046 4,374,049 4,690,652 
Unfunded Liability 2,437,631 2,488,979 2,516,935 2,440,034 2,330,367 
Funding Percentage 60 61 62 64 67 

Notes: Numbers may not add due to rounding. 
1. The liability valuations from 30 June 2017 utilise a long-term discount rate assumption of six per cent.  The actual 

discount rate at 30 June 2016 was 2.69 per cent.  A lower discount rate leads to a higher liability valuation estimate. 
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8.4 MANAGEMENT OF FINANCIAL ASSETS AND LIABILITIES 

Financial assets 

The Territory’s financial assets account for approximately 46 per cent of total assets held by 
the General Government Sector. 

Figure 8.4.1 shows the proportion of these assets by category.  The largest components are 
General Government Sector investment in other public sector entities (47 per cent) and 
investments and loans (32 per cent). 

Figure 8.4.1: General Government Sector estimated financial assets 
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Investments in other public sector entities 

Investments in other public sector entities represents the General Government Sector 
investment in the Public Trading Enterprise sector recorded as the value of net assets held 
by the sector.  Significant assets held by the Public Trading Enterprise sector include land, 
water and sewerage infrastructure, and public housing. 
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Financial investments 

The Chief Minister, Treasury and Economic Development Directorate (CMTEDD) manages 
the financial investment portfolios of the Territory Banking Account and the Superannuation 
Provision Account.  These investment portfolios comprise the majority of the Territory’s 
financial investment assets. 

The purpose and role of the investment portfolios is to derive competitive financial returns, 
based on prudent financial and portfolio management principles, with an investment 
structure that is low cost, efficient to manage, and effective in deriving market-based 
returns.  These investment assets are managed in accordance with an established 
Investment Plan and Responsible Investment Policy. 

The Government holds significant financial investments.  Table 8.4.1 outlines the 
components of investments held by the General Government Sector, including the Territory 
Banking Account and the Superannuation Provision Account. 

Table 8.4.1: General Government Sector investments 

2016-17   2016-17 2017-18  2018-19 2019-20 2020-21 
Budget   Est. 

Outcome 
Budget Var Estimate Estimate Estimate 

$’000   $’000 $’000 % $’000 $’000 $’000 
                

326,812 Cash and Deposits 291,859 308,172 6  314,709 322,597 329,641 
4,196,927 Investments and Loans 4,609,286 4,533,357 -2  4,762,627 5,114,136 5,448,719 
4,523,739 Total Investments 4,901,145 4,841,529 -1  5,077,336 5,436,733 5,778,360 

                
  Comprising:             

3,622,151 Superannuation 
Provision Account 

3,686,555 3,874,368 5  4,075,881 4,370,884 4,687,487 

211,471 Territory Banking 
Account  

561,604 257,795 -54  247,435 265,633 244,900 

1,501 Investments held on 
behalf of PTE 
agencies 

- - -  - - - 

337,866 ACTIA Investments 344,991 370,613 7  396,176 422,000 446,584 
350,750 Other GGS agency 

investments 
307,995 338,753 10  357,844 378,216 399,389 

4,523,739 Total Investments 4,901,145 4,841,529 - 5,077,336 5,436,733 5,778,360 
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Territory Banking Account investment portfolio 

Cash of the General Government Sector that is not required for immediate expenditure may 
be invested domestically in accordance with an established Investment Plan and 
Responsible Investment Policy that takes into account liquidity requirements and risk 
tolerances.  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. 

The estimated 2016-17 return for the aggregate portfolio of funds invested through the 
Territory Banking Account investment platform is 2.5 per cent.  This compares to the 
original Budget estimate of 2 per cent.  The investment return objective for the Territory 
Banking Account investment portfolio in aggregate is to achieve a return on a gross of fees 
basis equivalent to, or greater than, the Bloomberg AusBond Bank Bill Index. 

Superannuation Provision Account investment portfolio 

Funds set aside in the Superannuation Provision Account are earmarked to assist the 
Government in meeting the long-term defined benefit employer superannuation 
obligations.  These funds are invested in accordance with an established Investment Plan 
and Responsible Investment Policy that takes into account the long-term nature of the 
superannuation liability and projected cash flow requirements. 

The long-term net investment return objective for the Superannuation Provision Account is 
the Consumer Price Index (CPI) plus 4.75 per cent per annum.  This return objective has 
been reduced by the Government in this Budget from CPI plus 5 per cent.  The investment 
strategy recognises the risk associated with targeting the long-term investment return 
objective and the asset allocation modelling identifies a risk of negative investment returns 
one in every four years.  Due to the volatile nature of global investment markets, actual 
investment earnings recognised in any particular year will vary from the annual budget 
estimates. 

The long-term strategic asset allocation behind this long-term investment objective 
currently equates to 75 per cent of the portfolio being invested in growth assets (such as 
shares and property), and 25 per cent of the portfolio being invested in defensive assets 
(such as cash and fixed interest investments). 

The nominal net investment return for the portfolio for 2016-17 is estimated to be 
9.6 per cent, with investment earnings of approximately $326 million.  The actual net 
investment return for the 2015-16 financial year was 2.7 per cent with investment earnings 
of $96 million. 

Incorporating the estimated investment return outcome for 2016-17, the Superannuation 
Provision Account portfolio will have generated an annualised net investment return of CPI 
plus 5.1 per cent over the past 21 years (1996-97 to 2016-17). 
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Loan receivables 

General Government Sector financial assets include loans provided to Icon Water Ltd, 
ACTION and the Chief Minister, Treasury and Economic Development Directorate. 

• Icon Water Ltd loans are funded by matching external borrowings from the Territory’s 
debt issuance program.  Forms of funding include inflation-linked bonds, fixed rate 
medium term notes, and short-term discount securities.  Loan maturity dates range 
from June 2018 to June 2048.  The total estimated outstanding principal at 30 June 2017 
is $1.586 billion. 

• The Chief Minister, Treasury and Economic Development Directorate Community 
Housing Canberra loans, provided through repayable capital injection appropriations, 
are to support the Government’s affordable housing action plan.  The total estimated 
outstanding principal at 30 June 2017 is $68.112 million.  Repayment of the loan 
principal will commence from 1 January 2018. 

• The Chief Minister, Treasury and Economic Development Directorate Exhibition Park 
loan, provided through a repayable capital injection appropriation, is to support the 
development and operation of low cost accommodation facilities.  Loan principal and 
interest repayments commence on 1 October 2018 with a maturity date of 1 July 2033.  
The total estimated outstanding principal at 30 June 2017 is $1.5 million. 

• The ACTION loan relates to funding provided from the Commonwealth Government at 
the commencement of self-government.  The loan matures in June 2023.  The total 
estimated outstanding principal at 30 June 2017 is $2 million. 

Liabilities 

Figure 8.4.2 demonstrates the proportion of liabilities by category.  The majority of the 
General Government Sector liabilities comprise superannuation (51 per cent) and 
borrowings (28 per cent). 

Further details regarding the superannuation liability can be found in Unfunded 
Superannuation Liability (Chapter 8.3). 
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Figure 8.4.2: General Government Sector liabilities 
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Borrowings 

Total Territory borrowings comprise raising money or obtaining credit, whether by dealing 
in securities or otherwise, and financing leases which include Public Private Partnership 
contracts. 

The funding and management of the Government’s Australian capital market borrowings is 
undertaken through the Treasury portfolio of the Chief Minister, Treasury and Economic 
Development Directorate.  The Government’s capital requirements are mainly achieved by 
the issuance of debt securities in the financial capital markets. 

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. 

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 and that feature differing maturity profiles (2018, 2020, 2022, 2024 and 2026), 
with the repayment of principal at maturity; and 
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• inflation-linked bonds where the interest and principal repayments are indexed to 
inflation that feature differing maturity profiles (2020, 2030 and 2048), and the 
repayment of principal over time or at maturity. 

The debt funding program has been supplemented by loans provided from the 
Commonwealth Government.  These include: 

• the Commonwealth loans provided to the Territory at self-government that are fixed 
rate, with annual principal and interest repayments until maturity; and 

• in 2015, a $1 billion loan to support the financing of the Asbestos Eradication Scheme, 
which is a fixed rate loan, with annual principal and interest repayments until maturity. 

Finance leases mainly comprise the lease liabilities associated with the Public Private 
Partnership contracts for the ACT Law Courts Facilities and Stage 1 of light rail.  For more 
information on the budgetary and accounting treatment for Public Private Partnerships, 
refer to Chapter 5 – Infrastructure and Capital and Appendix B – Accounting Treatment for 
Public Private Partnerships. 

A summary of the borrowing estimates for the 2017-18 Budget are detailed below in 
Tables 8.4.2 and 8.4.3. 

Table 8.4.2: Territory borrowings – principal outstanding 

2016-17   2016-17 2017-18 2018-19 2019-20 2020-21 
Budget   Est. 

Outcome 
Budget Estimate Estimate Estimate 

$m   $m $m $m $m $m 
              
  General Government Sector           

1,946.4 Market Borrowings 1,941.8 1,892.4 2,344.3 2,591.3 2,693.7 
71.8 Historic Commonwealth Loans 

(self-government) 
71.8 67.8 63.7 59.4 54.9 

1,000.0 Commonwealth Loan – Asbestos 
Eradication Scheme 

1,000.0 950.0 900.0 850.0 750.0 

3.3 Finance Leases 3.5 111.0 490.2 478.0 463.1 
3,021.5 Sub-Total 3,017.1 3,021.2 3,798.2 3,978.7 3,961.7 

              
  Public Trading Enterprise Sector           

1,646.4 Market Borrowings 1,584.6 1,678.7 1,735.3 1,789.1 1,842.9 
62.8 Historic Commonwealth Loans 

(self-government) 
62.8 58.1 53.5 49.0 44.6 

1,709.2 Sub-Total 1,647.3 1,736.8 1,788.8 1,838.1 1,887.5 
              

4,730.7 Total 4,664.4 4,758.0 5,587.0 5,816.8 5,849.2 

Note: Numbers may not add due to rounding. 
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Table 8.4.3: Territory borrowings – interest expense 

2016-17   2016-17 2017-18 2018-19 2019-20 2020-21 
Budget   Est. Outcome Budget Estimate Estimate Estimate 

$m   $m $m $m $m $m 
              
  General Government Sector           

79.4 Market Borrowings 78.8 81.1 77.9 95.3 95.5 
3.7 Historic Commonwealth Loans 

(self-government) 
3.7 3.5 3.3 3.0 2.8 

27.1 Commonwealth Loan – 
Asbestos Eradication Scheme 

27.1 27.1 25.7 24.4 23.0 

0.6 Finance Leases 0.5 5.8 28.6 32.1 31.3 
110.8 Sub-Total 110.1 117.4 135.5 154.8 152.6 

              
  Public Trading Enterprise 

Sector 

          

72.1 Market Borrowings 69.2 74.1 71.6 72.3 74.2 
3.0 Historic Commonwealth Loans 

(self-government) 
3.0 2.8 2.6 2.4 2.2 

75.1 Sub-Total 72.3 76.9 74.2 74.7 76.4 
              

185.9 Total 182.4 194.3 209.7 229.5 229.0 

Note: Numbers may not add due to rounding. 

Credit rating 

The Territory holds AAA long-term and A-1+ short-term local currency credit ratings from 
the International ratings agency Standard & Poor’s. 

The AAA credit rating reflects the Government’s strong fiscal management resulting in a 
sound fiscal position with manageable debt levels. 

The Government considers that the estimates reflected in this Budget resulting in the strong 
outlook for the Territory’s financial position are consistent with maintaining a AAA credit 
rating. 

Market borrowings and loans 

General Government Sector 

Total market-financed borrowings and loans for the General Government Sector are 
estimated to be $3.014 billion as at 30 June 2017, in line with the 2016-17 Budget estimate. 

The Government estimates that there will be a net increase in General Government Sector 
market financed borrowings of approximately $750 million over the 2017-18 Budget and 
forward estimates period.  Over this same period, loans from the Commonwealth will be 
reduced by an estimated $267 million. 
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The Government’s 2017-18 Budget strategy remains focused on maintaining debt at 
sustainable levels to provide the flexibility to deal with emerging pressures, while continuing 
to build the infrastructure necessary to maximise economic growth, improve productivity 
and grow more jobs. 

Building on the delivery of the current $2.8 billion infrastructure pipeline, over the next 
four years the Government will continue investment in key infrastructure including 
transport, schools, hospitals, and public spaces to deliver better services for Canberrans 
through new and refurbished infrastructure. 

Public Trading Enterprise sector 

Total market-financed borrowings and loans for the Public Trading Enterprise sector are 
estimated to be $1.647 billion as at 30 June 2017 compared with the 2016-17 Budget 
estimate of $1.709 billion.  The decrease is due to Icon Water having a lower new borrowing 
requirement. 

The Government estimates that there will be a net increase in Public Trading Enterprise 
market-financed borrowings and loans of $240 million over the 2017-18 Budget and forward 
estimates period.  Icon Water’s future general capital works program is designed to renew 
infrastructure to maintain service standards, expand the network to support growth in the 
ACT, improve assets to generate efficiencies, and to renew a number of operational systems 
including work management systems. 

The Government has a preference for Icon Water to maintain an appropriate and 
sustainable capital structure during various phases of the capital investment cycle. 

Total Outstanding market borrowings and loans 

Figure 8.4.3 shows the total estimated outstanding principal value of market borrowings 
and loans by funding type and year of maturity as at 30 June 2017. 

Figure 8.4.3: Total external Territory market borrowings and loans 
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Figure 8.4.4 shows the estimated Territory issued debt securities as at 30 June 2017. 

Figure 8.4.4: Territory issued debt securities 
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Table 8.4.4 provides details of the Territory’s outstanding issued nominal fixed rate bonds. 

Table 8.4.4: 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 525 519.0 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. 
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Table 8.4.5 provides details of the Territory’s outstanding market-issued inflation bonds. 

Table 8.4.5: 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 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 8.4.6 provides details of the Territory’s outstanding Commonwealth provided loans. 

Table 8.4.6: Commonwealth loans 

Interest Rate1  Maturity Face Value 
$m 

Principal Outstanding 

$m2 
Timing of Payments 

12.57% Jun 2023 19 3.3 Annual Jun 
4.50% Jun 2040 174 68.5 Annual Jun 
4.50% Jun 2042 124 62.8 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.  

Table 8.4.7 details the Territory’s projected gross borrowing program through the issuance 
of debt securities in the financial capital markets. 

Table 8.4.7: Territory debt funding program 

  2016-17 2017-18 2018-19 2019-20 2020-21 
  Est. Outcome Budget Estimate Estimate Estimate 
  $m $m $m $m $m 
            

New Funding Requirements           

General Government Sector 0.0 0.0 450.0 245.0 100.0 
Public Trading Enterprise Sector 68.0 109.0 74.0 74.0 45.5 

Sub-Total 68.0 109.0 524.0 319.0 145.5 
            

Refinancing           

General Government Sector 0.0 200.0 0.0 355.0 0.0 
Public Trading Enterprise Sector 0.0 368.0 0.0 215.0 0.0 

Sub-Total 0.0 568.0 0.0 570.0 0.0 
          Empty Cell 

Total Funding Requirement1,2 68.0 677.0 524.0 889.0 145.5 

Notes: 
1. Estimated funding requirements will be sourced through the issuance of debt securities in accordance with the 

Territory’s Australian Dollar Debt Issuance Program. 
2. Projections are based on a range of assumptions and will vary with changes to assumptions and budget estimates. 
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