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PARTIES: AUSTRALIAN CAPITAL TERRITORY, the body politic established 

by section 7 of the Australian Capital Territory (Self-Government) Act 
1988 (Cth) represented by the Chief Minister, Treasury and Economic 
Development Directorate (Territory). 

 

 COMMONWEALTH OF AUSTRALIA represented by and acting 
through the Department of Finance (Commonwealth). 

 

PREAMBLE 
 
A. On and from 1 July 1989 the Territory became responsible for meeting the Territory’s 

Relevant Share of the employer financed portion of entitlements of all employees 
participating in the Schemes who became Territory Employees with effect on or after 
1 July 1989. 

B. The basis for this arrangement between the Territory and the Commonwealth is 
provided for in the letter dated 19 June 1990 from the then Prime Minister 
Mr Bob Hawke to the then ACT Chief Minister Mr Trevor Kaine – Attachment A. 

C. The Schemes are administered by the Commonwealth Superannuation Corporation 
(CSC) in accordance with section 8 of the Governance of Australian Government 
Superannuation Schemes Act 2011 (Cth). 

 
PURPOSE  

 
The purpose of this Memorandum of Understanding is to set out the broad understanding of 
the parties as to how payments due in terms of the Schemes will be calculated and paid. 
 
The Territory agrees to reimburse the Commonwealth the Territory’s Relevant Share of the 

employer financed portion of superannuation benefits paid in respect of Territory employees 
who are or were members of the Schemes. 
 
The parties agree that the liability of the Territory in respect of Territory Employees will be 
satisfied in the manner contemplated by this Memorandum of Understanding. 
 
It is the express intent of the parties that nothing in this Memorandum of Understanding is, 
or may be construed to be, legally binding on either party and is undertaken in good faith. 

 
IT IS AGREED by the parties as follows. 
 
1. Definitions 
 

The following definitions apply in this Memorandum of Understanding, unless the 
context otherwise requires. 
 

Actuary means the actuarial firm appointed by the Territory to 
provide professional actuarial services in relation to the 
Territory’s employer financed portion of superannuation 
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liabilities in respect of Territory employees who are or were 
members of the Schemes. 

  
Adjustment means the accumulated difference between the Quarterly 

Payments made in any Year and the calculated amount of 
the Territory’s Relevant Share of the Employer Financed 
Benefit Payments incurred during the same Year, as 
identified in each Report.  

  
Commonwealth 
Superannuation 
Corporation (CSC) 

means the body corporate continued in existence by 
section 5 of the Governance of Australian Government 
Superannuation Schemes Act 2011 (Cth). 

  
Employer Financed 
Benefit Payments 

means the portion of the total actual benefits paid by CSC 
to Scheme members that is the employer financed 
component.  The balance of the actual total benefit paid is 
financed by employee accumulation account balances. 

  
Quarterly Payments means the quarterly in arrears payments calculated and 

payable in accordance with each Report (excluding any 
Adjustment).  

  

Procedure and 
Assumptions 

means the procedure and assumptions to calculate 
Payments and Adjustments as specified in Schedule 1 (as 
amended from time to time). 

  
Relevant Share means the employer financed portion of benefit 

entitlements accruing after 1 July 1989 which relates to 
Territory employees period of employment with the 
Territory. 

  
Report means the report which:  

(1) sets out the Territory’s estimate of the Payments 
for the next Year; and 

(2) identifies any Adjustment. 
  

Schemes  means the Commonwealth Superannuation Scheme 
(“CSS”) established under the Superannuation Act 1976 
(Cth) and the Public Sector Superannuation Scheme (“PSS”) 
established under the Superannuation Act 1990 (Cth). 
 

Territory Employees means employees who were or became employees of the 
Territory on or after 1 July 1989 and who are entitled to 
receive benefits under any of the Scheme. 
 

Territory 
Employment Ratio 

is the period of a Scheme member’s employment, or service 
period, with the Territory after 1 July 1989 expressed as a 
proportion of their entire employment service.  The 
Territory Employment Ratio is calculated and provided by 
CSC. 
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Triennial Report means the Report that sets out and/or reviews (as the case 

may be) all calculations and assumptions and/or have (as 
the case may be) underpinned the calculation of the 
Payments and Adjustments. 
 

Year means the period of 12 months commencing on 1 July and 
ending on 30 June each year. 
 

Quarter Means a period of 3 months commencing on 1 January, 
1 April, 1 July or 1 October of a year. 

 
2. Term 
 

This Memorandum of Understanding continues from its signing until the Territory’s 
financial obligations in terms of the Schemes are discharged in full or the parties 
otherwise agree in writing.  

 
3. Reports 

(1) Each year the Territory at its own cost will compile the Report in respect of 
that year. 

(2) The Territory, no later than 31 March of each relevant Year (or within six 
months of CSC providing such information pertaining to the Schemes in such 
form as the Territory reasonably requires for preparation of the Report, if 
later), or as otherwise agreed between the parties, will provide to the 
Commonwealth the Report including the proposed Quarterly Payments for 
the next Year and the Adjustment for the previous Year. 

(3) Every three (3) years the Territory will prepare at its own cost a Triennial 
Report and on or about 31 March of the relevant Year (or within six months 
of CSC providing such information pertaining to the Schemes in such form as 
the Territory reasonably requires for preparation of the Report, if later), or as 
otherwise agreed between the parties.  Once completed the Territory will 
provide the Commonwealth the Triennial Report including the proposed 
Quarterly Payments for the next Year and the Adjustment for the previous 
Year.  For the avoidance of doubt, the next Triennial Report is to be prepared 
as at 30 June 2017 and is anticipated to be provided to the Commonwealth on 
or about 31 March 2018. 

(4) The Commonwealth will, no later than 60 days after receiving a Report and/or 
a Triennial Report (as the case may be) notify the Territory of its agreement 
with the contents of the Report and/or Triennial Report (as the case may be) 
or if it disagrees with any of the contents of the Report and/or Triennial Report 
(as the case may be) including identifying clearly the basis for any 
disagreement. 

(5) If the Commonwealth does not notify the Territory in accordance with clause 
3(4) or upon agreement otherwise being reached between the Territory and 
the Commonwealth in relation to a Report and/or Triennial Report (as the 
case may be):  
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(a) the Territory agrees to pay the Commonwealth through CSC the 
Quarterly Payments in respect of the following Year on a quarterly basis 
and no later than 30 days following the end of the quarter; and  

(b) the Territory agrees to pay the Commonwealth through CSC or the 
Commonwealth through CSC will credit the Territory with the 
Adjustment for the previous Year. 

4. Report to be Final 

(1) If the Commonwealth does not notify the Territory in accordance with clause 
3(4) or the Commonwealth and the Territory otherwise reach agreement in 
relation to a Report and/or Triennial Report (Agreed Report), unless either 
the Commonwealth or the Territory subsequently discovers and is able to 
clearly prove in good faith a material error in a Report, the parties to this 
Memorandum of Understanding will raise no future dispute, query or claim in 
relation to any Agreed Report. 

(2) For the avoidance of doubt, the provisions of clause 4(1) apply to all Years up 
to and including the Year ending 30 June 2016 as if those Years were each the 
subject of an Agreed Report.   

5. Basis for Reports 

The Territory agrees to promptly, in good faith and based upon professional 
accounting and actuarial advice and standards establish the basis for the preparation 
and contents of each Report and each Triennial Report.   

 
6. Records to be Retained 

Each party will keep all records necessary to substantiate the calculation of the 
Payments and the basis for the Reports and the Triennial Reports for at least seven 
years after the end of the corresponding Year in which the payments were made or 
Reports were prepared (as the case may be). 
 

7. Access to Records 

(1) The Territory will allow the Commonwealth at reasonable times and on 
reasonable notice to access its premises and will provide access to necessary 
records for the purposes of inspecting the records set out in clause 6.  The 
Commonwealth will comply with any reasonable security requirements of the 
Territory and the Commonwealth will be allowed, at its own cost to take 
copies of any records, including records that the Territory acquired from CSC. 

(2) The Commonwealth will assist in facilitating access to the necessary records 
the Territory requires from CSC to conduct its actuarial calculations. 

8. Data reconciliation  

The Territory will provide the Commonwealth at reasonable times and on reasonable 
notice a copy of the data and/or reconciliation documents that the Territory received 
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from CSC and/or the Actuary (as the case may be), to enable the Commonwealth to 
conduct its own reconciliation process following the receipt of a Report and/or a 
Triennial Report (as the case may be) specified in clauses 3(2) and 3(3). 

9. Delay of Quarterly Payments 

In the event the Territory anticipates a delay to the payments specified in clause 
3(5)(a), the Territory will notify the Commonwealth as soon as practical and within 
five business days, the reason for the delay (as the case may be) and propose a new 
payment date. 
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SCHEDULE 1 
 

PROCEDURE AND ASSUMPTIONS 
 

1. Process to Determine the Quarterly Payments 

(1) The Quarterly Payments schedule is updated every year to reflect any changes 
in the membership to the CSS and PSS schemes, assumptions and 
methodologies.  This takes into account the likelihood of people leaving under 
various exit modes (for example, retirement, resignation, death and 
disablement) and the benefit options chosen by the members.   

(2) At the end of each financial year, the Actuary estimates the amount of the 
Territory’s Relevant Share of the Employer Financed Benefit Payments during 
the year, based on the exit information and the pensioner data for the year 
ending 30 June supplied by CSC.  

(3) Unless otherwise agreed between the Commonwealth and the Territory, the 
demographic assumptions from the most recent Agreed Report will be used.  
The Territory will advise the Actuary of the financial assumptions to be used.  
Where relevant the assumptions specified in other parts of this Schedule 1 will 
be used. 

2. Data to Determine the Adjustment 

(1) To calculate the Adjustment, all relevant data, on the request of the Territory, 
is supplied by CSC in respect of Territory Employees, with the data being relied 
on by the Territory and the Actuary. 

(2) The data includes, but is not limited to: 

(i) CSS and PSS contributors as at the last 30 June;  

(ii) CSS and PSS Deferred Beneficiaries as at the last 30 June;  

(iii) CSS and PSS Pensioners (including dependants) as at the last 30 June; 

(iv) CSS and PSS contributors who terminated their employment during 
the year to the last 30 June;  

(v) CSS and PSS deferred beneficiaries who claim their benefits (including 
commencing a pension) during the year to the last 30 June;  

(vi) CSS and PSS pensioners (including dependants) at 30 June who 
receive a pension during the year to the last 30 June; and  

(vii) In respect of each of the Territory Employees, their Territory 
Employment Ratio.  

(3) For the calculations of the Quarterly Payments and Adjustments, the Territory 
Employment Ratios provided by CSC are applied to the Employer Financed 
Benefit Payments to determine the Territory’s Relevant Share of those 
benefits. 
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3. Assumptions  

3.1 Pension Indexation 

CSS and PSS pensions are indexed half yearly which occur on 1 January and 1 July 
each year.  CSC provides the pension amounts which may include indexation applied 
during or after the end of the relevant Year, instead of the actual pension amount 
paid during the relevant Year.  In calculating the Employer Financed Benefit 
Payments, the Actuary adjusts the pension amount to appropriately allow for the 
half yearly pension indexation.  

3.1.1 CSS indexed pension 

In determining the Quarterly Payments and Employer Financed Benefit Payments, 
the entire indexed pension is employer financed.  

3.1.2 CSS non-indexed pension  

In determining the Quarterly Payments and Employer Financed Benefit Payments 
the Actuary assumes that 25% of the non-indexed pension is employer financed.  
This percentage can be reviewed at the request of either the Territory or the 
Commonwealth.  The Territory will undertake such a review in conjunction with the 
Actuary.     

3.1.3 PSS indexed pension 

(1) For the purpose of determining the Quarterly Payments and the Employer 
Financed Benefit Payments where a benefit has been taken in pension form, 
it is assumed: 

(i) The employer financed proportion of the indexed pension is 
determined at an individual level based on the components of the 
lump sum amounts converted into a pension provided by CSC.  The 
Actuary assumes that 40% of the pension converted from the member 
and productivity component is employer financed, to reflect the 
additional cost required to fund an indexed pension.  This percentage 
can be reviewed at the request of either the Territory or the 
Commonwealth.  The Territory will undertake such a review in 
conjunction with the Actuary. 

(ii) For pensioners where the benefit components necessary to calculate 
the amount in (i) immediately above are not provided, the Actuary 
assumes that 75% of the retirement pension and 90% of the invalidity 
pension is employer financed.  These percentages will be updated 
annually (rounded to the nearest 5%) based on the average employer 
financed proportion for those with the additional information 
provided.  
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3.2 Lump Sum 

3.2.1 CSS lump sum  

(1) In determining the Payments the Actuary assumes in the first instance that 
all members take their employer financed benefit as an indexed pension and 
hence no lump sum is payable.  This assumption may be changed in an 
Agreed Triennial Report. 

(2) In determining the Employer Financed Benefit Payments, the employer 
financed lump sum is provided in the termination data for those who in 
practice elected a lump sum.  

3.2.2 PSS lump sum payments 

For the purpose of determining the Employer Financed Benefit Payments, the 
employer financed lump sum is provided by CSC in the termination data.  For the 
purpose of calculating the Quarterly Payments, the employer financed lump sum is 
based on the amount of the member’s PSS benefit net of the member and 
productivity component.   

3.3 Adjustment calculation 

(1) The Adjustment is equal to:  

(i) The unpaid Adjustment at the beginning of the year; 

less 

(ii) The Adjustment made from the previous year’s Agreed Report made 
by the Territory/Commonwealth, (assumed to occur at the end of 
the year); 

less 

(iii) The Quarterly Payments made by Territory during the year (assumed 
to occur at the end of each quarter); 

plus 

(iv) The Relevant Share of Employer Financed Benefit Payments 
(assumed to occur mid-year); 

plus 

(v) Interest on the above at a rate being the geometric average yield of 
the one year Australia Commonwealth Government bonds over the 
12 months to 30 June. 
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The parties have executed this Memorandum of Understanding on the  
 
 
……………….Day of ………………………………………… 2017 
 
 
 
SIGNED for and on behalf of the 

AUSTRALIAN CAPITAL TERRITORY: 

 
 
 
 

 

 

 

 

 

) 

) 

 

 

 
 
……………………………………………….. 
Signature of Territory Officer 
 
 
……………………………………………….. 
Print name and position 

 
SIGNED for and on behalf of the 

COMMONWEALTH OF AUSTRALIA: 

 

 

 

 

 

 

 

) 

) 

 

 

 

 
 
……………………………………………….. 
Signature of Commonwealth Officer 
 
 
……………………………………………….. 
Print name and position 

   

 



 

  

  

 


