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8.1 OVERVIEW 

The past year has been one of ongoing volatility in global financial markets and we have 
seen domestic money market and bond rates fall to historic lows. This has reduced the 
returns on the ACT’s financial investments and created a more challenging environment for 
financial market debt management.  

We remain committed to meeting our goal of fully funding the future defined benefit 
superannuation liabilities of past and current ACT public servants as this will support the 
broader sustainability of the ACT budget. We recognise that the outlook for returns over the 
next ten years means a concerted effort will be needed to achieve this goal. 

The strength of the Territory’s balance sheet provides us with the flexibility to continue 
delivering the high priority investments in infrastructure that Canberra needs now and into 
the future. To support these investments, we will undertake strategic borrowing as 
necessary. Our budget is in a strong position to absorb an increase in borrowings while 
keeping debt servicing costs at sustainable levels, particularly given historically low interest 
rates. Borrowing at low interest rates to fund long-term infrastructure investments is a 
responsible fiscal strategy because it ensures that infrastructure which will be used over 
many decades does not have to be entirely paid for by today’s residents. 

We are able to make these investments while ensuring our fiscal and debt settings remain 
consistent with maintaining the Territory’s AAA credit rating. 

The ACT Government continues to engage with international financial markets to support 
our significant infrastructure investment program. The ACT remains one of only a handful of 
AAA-rated jurisdictions in our region, and this has significant appeal for both domestic and 
international investors in a time of ongoing market volatility.  

Looking ahead, we will continue to manage our debt program with a conservative and 
flexible approach, undertaking pre-funding transactions where appropriate and seeking 
strategic opportunities to advance our debt management objectives. This will include 
monitoring opportunities to refinance or restructure current borrowings in a more cost 
effective way, including our loans with the Commonwealth. 
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8.2 NET DEBT AND NET FINANCIAL LIABILITIES 

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

A number of key balance sheet measures have been affected by the new Accounting 
Standard AASB16 Leases, which brings operating leases and associated leased assets onto 
the balance sheet for the first time in 2019-20. In the past, operating leases have been 
expensed annually, with the total obligations not recognised as a liability on the balance 
sheet. From 2019-20, the new standard will require the upfront recognition of lease 
obligations as a financial liability on the balance sheet, with a corresponding non-financial 
asset reflecting the ‘right of use’. 

In addition to increasing liabilities, the new standard also affects measures of gross and net 
debt – although there has been no change in the Government’s underlying liabilities. Lease 
liabilities form part of gross debt liabilities and are a component of net debt. However, the 
corresponding ‘right of use’ asset is a non-financial asset that is not included in the net debt 
calculation. As a result, both gross and net debt levels will increase to the extent of these 
operating lease obligations. The ‘right of use’ asset is included in the measure of net worth, 
which is not affected by the new standard. 

The gross and net debt levels of all state and territory governments and private sector 
entities will also increase as a result of implementing the new standard. This can be seen in 
the updated debt positions reported by jurisdictions such as Victoria, Tasmania and Western 
Australia in their recent state budgets.  

It is important to note that there has been no material change to the economic or fiscal 
position of the ACT as these lease arrangements and obligations were already in place. Only 
the method of reporting on these arrangements has changed. 

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 

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
2,108.3 Net debt (excluding super) 2,181.7 2,713.9 3,257.6 3,363.5 3,019.2 
6,609.2 Net financial l iabilities 6,571.0 7,274.9 7,809.4 8,047.0 7,981.8 

17,634.3 Net worth 17,635.1 17,503.7 17,555.1 17,728.9 18,132.0 

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, deposits and investments.  
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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  

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
2,108.3 Net debt (excluding super) 2,181.7 2,713.9 3,257.6 3,363.5 3,019.2 

4.9% Net debt to Gross State 
Product 

5.1% 6.1% 6.9% 6.7% 5.7% 

Net debt over the budget and forward estimates period is positive, indicating that General 
Government Sector cash, deposits and investments are lower than gross debt liabilities, 
which include market and Commonwealth borrowings, finance leases and liabilities 
associated with public private partnerships. 

Compared to the 2018-19 Budget, net debt has increased in each year. This increase largely 
reflects changes under national standard AASB 16 Leases, which have been updated in the 
budget estimates effective from 2019-20. Implementation of the new standard has 
increased net debt by around $410 million in 2019-20 (Table 8.2.3). The increase is mainly 
due to AASB 16 removing the distinction between an operating lease and a financing lease, 
with the majority of leases, in particular property leases, now recorded as balance sheet 
items.  

Table 8.2.3: General Government Sector net debt historical comparison 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
2018-19 Budget 2,108.3  2,627.7  2,894.7  2,834.9  N/A  
      
2019-20 Budget (comparison 

profile excluding the national 
lease standard change) 

2,181.7 2,304.3 2,603.8 2,729.9 2,404.0 

2019-20 Budget 2,181.7 2,713.9 3,257.6 3,363.5 3,019.2 

The increase in finance leases from the adoption of AASB 16 Leases has been partially offset 
by the transfer of lease liabilities relating to the Light Rail Public Private Partnership which 
have been transferred from the General Government Sector to the Public Trading 
Enterprises sector. Light Rail functions have been combined with ACTION in one sector to 
ensure all operational aspects of public transport in the Territory are reported under one 
entity. 

The Government also expects to undertake higher borrowings to fund the delivery of the 
significant infrastructure initiatives outlined in the 2019-20 Budget. Major investments like 
SPIRE and our new schools will benefit Canberrans for generations to come, so it is sensible 
to fund these investments with debt that can also be paid down gradually over time. 
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Net financial liabilities 

Net financial liabilities are a broad measure of General Government Sector liabilities, 
including net debt and superannuation liabilities. Table 8.2.4 below details net financial 
liabilities and the ratio of net financial liabilities to Gross State Product for the General 
Government Sector.  

Table 8.2.4: General Government Sector net financial liabilities   

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
6,609.2 Net financial l iabilities 6,571.0 7,274.9 7,809.4 8,047.0 7,981.8 

15.3% Net financial l iabilities to 
Gross State Product 

15.5% 16.2% 16.5% 16.0% 15.0% 

Net financial liabilities are forecast to decrease by $38.2 million in 2018-19, compared to the 
original budget.  

In 2019-20, net financial liabilities are forecast to increase by $703.9 million. This largely 
reflects forecast growth in the superannuation liability, higher borrowings and an increase 
as a result of operating leases coming onto the balance sheet as discussed above.  

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 broadly in line with other AAA-rated 
jurisdictions. While this ratio is subject to volatility, it is desirable that it remains broadly 
stable over time. This indicator also highlights that the ACT’s borrowings must be looked at 
in the context of our growing economy and budget, rather than as absolute figures in 
isolation. 

Net worth 

Net worth is the value of all financial and non-financial assets less liabilities. The ACT 
maintains strong positive net worth. Table 8.2.5 below presents net worth and the ratio of 
net worth to Gross State Product for the General Government Sector. 

Table 8.2.5: General Government Sector net worth   

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
 17,634.3  Net worth 17,635.1 17,503.7 17,555.1 17,728.9 18,132.0 

40.8% Net worth to Gross State 
Product 

41.6% 39.1% 37.0% 35.3% 34.0% 

In 2018-19 net worth is in line with the original budget estimate and is not affected by the 
new accounting standard as the ‘right of use’ asset is included as a non-financial asset, 
offsetting the increase in financial liabilities. 

Net worth is forecast to decrease in 2019-20 by $131.4 million. This decrease is largely due 
to growth in the superannuation liability.  
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Across the budget and forward estimates, net worth is forecast to increase from 
$17.5 billion to $18.1 billion. The ACT continues to maintain a strong net worth to Gross 
State Product ratio across the forward estimates. 
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8.3 UNFUNDED SUPERANNUATION LIABILITY 

Introduction 

Superannuation arrangements for ACT Government employees differ depending on the 
superannuation schemes available at the time they commenced employment. Unlike other 
jurisdictions, the Government does not operate a dedicated superannuation scheme for 
employees. The superannuation arrangements for our employees are as follows: 

• Prior to 1 July 1990, ACT Public Service staff joined the Commonwealth Superannuation 
Scheme 

• Between 1 July 1990 and 30 June 2005, staff were directed into the Public Sector 
Superannuation Scheme 

• From 1 July 2005 to 5 October 2006, the Public Sector Superannuation Accumulation 
Plan was the default 

• From 6 October 2006, staff are able to make their own choice of superannuation fund. 

ACT Government employee superannuation arrangements 

The superannuation arrangements available to employees under each of these 
arrangements are outlined below. 

Commonwealth defined benefit superannuation schemes 

The Commonwealth Superannuation Scheme and the Public Sector Superannuation Scheme 
are both Commonwealth Government defined benefit superannuation schemes. 

For defined benefit superannuation schemes, benefits payable to members are defined in 
advance according to a set of formulas which are linked to factors such as years of service, 
final average salary and level of member contribution. With the exception of employer 
productivity contributions, the employer-financed component of member benefits are 
unfunded and are not required to be paid until a member is entitled to receive a benefit. 

When the ACT achieved self-government in 1989, the Commonwealth Government agreed 
that ACT Public Service employees could continue to access the Commonwealth 
Superannuation Scheme. The scheme was closed to new members from 1 July 1990.  

The Public Sector Superannuation Scheme opened on 1 July 1990 and was compulsory for 
eligible employees. This scheme was also closed to new members from 1 July 2005. 
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The administration of these superannuation schemes is undertaken by the Commonwealth 
Superannuation Corporation. Under the agreed arrangements the ACT Government 
reimburses the Commonwealth Superannuation Corporation for member administration 
costs and the employer-financed portion of superannuation benefits paid to employees and 
former employees who are or were members of these schemes. This requirement applies to 
benefits arising from employment with the ACT Government after 1 July 1989.  

Because of these arrangements, the ACT Government currently has an unfunded defined 
benefit superannuation liability. One of our core financial objectives is to maintain a funding 
plan that will see this unfunded defined benefit superannuation liability fully met by 2030. 

Defined contribution superannuation schemes 

Defined contribution superannuation schemes include the Public Sector Superannuation 
Accumulation Plan and funds chosen by employees. 

For defined contribution superannuation schemes the ACT Government is required to make 
ongoing superannuation contributions directly to an employee’s chosen superannuation 
fund.  

From 1 July 2005, all new ACT employees were required to become members of the 
Commonwealth’s Public Sector Superannuation Accumulation Plan. Existing Commonwealth 
Superannuation Scheme and Public Sector Superannuation Scheme members were not able 
to transfer to the new superannuation scheme. The ACT Government is required to 
contribute 15.4 per cent of an eligible employee’s salary to this scheme. The Public Sector 
Superannuation Accumulation Plan closed to new ACT employees on 6 October 2006. 

From 6 October 2006, the Government introduced superannuation choice of fund 
arrangements with all new employees being able to choose their preferred superannuation 
fund. If an employee does not elect a fund they become a member of the Government’s 
nominated default superannuation fund, which is currently First State Super. 

Under the choice of fund arrangements, employees must join a defined contribution 
(accumulation) fund. At a minimum, the ACT Government is required to contribute the 
current superannuation guarantee percentage rate as set by Commonwealth Government 
legislation of 9.50 per cent. In fact, the ACT Government pays superannuation at the higher 
rate of 10.75 per cent for our staff under choice of fund arrangements. This will rise to  
11.5 per cent from 1 July 2020 as part of the 2018-2021 Enterprise Bargaining Agreements 
recently signed with the ACT Public Service workforce. 

The Government also contributes an additional one per cent for employees who contribute 
three per cent or more of their salary to their chosen fund. 
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Members of the Legislative Assembly 

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

Members elected at, or after, the 2008 general election, and who were not an existing 
member of the Defined Benefit Scheme prior to that election, are able to nominate their 
own chosen accumulation scheme. The ACT Government is required to contribute the 
equivalent of 14 per cent of the Member’s eligible salary, and will contribute an additional 
one per cent if a Member contributes three per cent or more of their salary to their chosen 
fund. 

Defined benefit superannuation liabilities 

The ACT Government currently recognises a defined benefit superannuation liability for 
35,616 past and current employees, including current contributors, deferred beneficiaries 
and pensioners. As at 30 June 2018, 6,951 current ACT employees remain contributors to 
the Commonwealth Superannuation Scheme and the Public Sector Superannuation Scheme. 

Table 8.3.1 outlines the breakdown of the defined benefit superannuation scheme 
employee members as at 30 June 2018. 

Table 8.3.1: ACT employee defined benefit scheme membership 

  Contributors 
 

Deferred 
beneficiaries 

Current 
pensioners 

Total 

Group A Members1         

CSS 379 186 6,190 6,755 
PSS 6,572 9,038 5,090 20,700 
Total 6,951 9,224 11,280 27,455 
Group B Members2     

CSS 193 68 1,131 1,392 
PSS 2,818 2,227 1,724 6,769 
Total 3,011 2,295 2,855 8,161 

     

Total members 9,962 11,519 14,135 35,616 

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

30 June 2018, 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 2018, 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. 
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The ultimate cost of the financial obligation will be influenced by several factors and as the 
employer-financed obligations will be settled many years into the future, the estimated 
financial obligation is measured on a discounted basis. The present value of the obligation is 
the expected future payments required to meet the obligation resulting from employee 
service in the current and prior periods.  

Actuarial assumptions are required to measure the estimated financial obligation. The 
financial and demographic assumptions are the best estimates of the variables that will 
determine the ultimate cost of the financial obligation. The financial and demographic 
assumptions supporting the valuation estimates are reviewed by the Government and our 
appointed actuary on an ongoing basis. 

The most recent actuarial review of the superannuation liability used the latest salary and 
membership data as at 30 June 2018. The results of this review have been incorporated into 
the 2019-20 Budget estimates. 

The long-term average discount rate assumption used to estimate the superannuation 
liability valuation and superannuation expense projections over the budget and forward 
years is five per cent. This is consistent with the long-term discount rate assumption used by 
the Commonwealth Government to estimate the liability valuation for their Commonwealth 
Superannuation Scheme and Public Sector Superannuation Scheme defined benefit 
employer superannuation liabilities.  

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.  

The estimated defined benefit superannuation liability, service and interest cost expense 
and benefit payments are set out in Table 8.3.2. 

Table 8.3.2: Defined benefit superannuation liability 

  2018-19 
Est. outcome 

$’000 

2019-20 
Budget 

$’000 

2020-21 
Estimate 

$’000 

2021-22 
Estimate 

$’000 

2022-23 
Estimate 

$’000 
Opening liability 9,733,981 7,808,989 8,061,526 8,299,805 8,520,761 
Service cost 229,074 151,397 144,260 137,765 131,852 
Interest cost 305,767 390,951 402,759 413,815 424,077 
Benefit payments -269,070 -289,811 -308,740 -330,624 -350,770 
Actuarial (gain)/loss1 -2,190,763 0 0 0 0 
Closing liability 7,808,989 8,061,526 8,299,805 8,520,761 8,725,920 

Notes: Numbers may not add due to rounding. 
1. The actuarial gain recognised in the 2018-19 financial year is the change in the present value of the superannuation 

liability valuation resulting from changes in actuarial assumptions, which includes the change in the discount rate 
assumption. 
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As required by Australian accounting standard AASB119 Employee Benefits the discount rate 
used for the 30 June 2018 liability valuation of 3.11 per cent was determined by reference 
to the interest rate on a suitable Commonwealth Government bond. The budget liability 
valuation estimates from 30 June 2019 onward incorporate the long-term discount rate 
assumption of five per cent. A higher discount rate leads to a lower liability valuation. 

Service cost is the increase in the present value of superannuation benefits resulting from 
employee service in the current period. Service cost is estimated to decrease over time as 
employee member numbers reduce either through resignation or retirement. Interest cost 
is the increase in the superannuation benefit obligation related to employee service in prior 
periods. 

The 2019-20 Budget estimates for the liability and benefit payments have remained 
consistent with the prior year’s estimates. 

The defined benefit superannuation liability is projected to peak, in nominal terms, at 
approximately $9.6 billion by 30 June 2032.  

The estimates for the Territory’s projected defined benefit employer superannuation 
liabilities are illustrated in Figure 8.3.1. 

Figure 8.3.1: Estimated employer superannuation liability 

The annual superannuation benefit payments are projected to peak, in nominal terms, at 
approximately $670 million in 2043.  

The estimates for the Territory’s projected emerging cost payments to the Commonwealth 
are illustrated in Figure 8.3.2. 
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Figure 8.3.2: Estimated employer emerging cost payments 

 

Defined benefit superannuation liability funding 

The Government has a funding plan to progressively extinguish the Territory’s unfunded 
superannuation liability over time by accumulating funds in the Superannuation Provision 
Account. 

Funds in the Superannuation Provision Account are being set aside to assist the Government 
in meeting the long-term defined benefit employer superannuation obligations. These funds 
are invested in line 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 investment return objective for the Superannuation Provision Account is the 
Consumer Price Index (CPI) plus 4.75 per cent a year. Due to the nature of global investment 
markets, actual investment earnings recognised in any particular year will vary from the 
annual budget estimates. The investment return for 2018-19 is estimated to be 5.4 per cent, 
or CPI plus 3.3 per cent. The Budget and forward year investment earnings estimates 
assume the long-term investment return objective. 

Incorporating the estimated investment return outcome for 2018-19, the Superannuation 
Provision Account portfolio will have generated a nominal investment return of 7.7 per cent 
a year, or CPI plus 5.2 per cent a year, over the past 23 years (1996-97 to 2018-19), which is 
above the current long-term investment return objective. 

The estimates for investment earnings, budget appropriation, benefit payments to the 
Commonwealth, administration expenses and the investment assets are outlined in 
Table 8.3.3. 
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Table 8.3.3: Defined benefit superannuation assets 

  2018-19 
Est. outcome 

$’000 

2019-20 
Budget 

$’000 

2020-21 
Budget 

$’000 

2021-22 
Budget 

$’000 

2022-23 
Budget 

$’000 
Opening assets 4,000,114 4,133,080 4,432,361 4,753,512 5,098,196 
Net investment earnings 213,175 304,559 326,612 350,278 375,676 
Appropriation 194,070 289,811 308,740 330,624 350,770 
Benefit payments -269,070 -289,811 -308,740 -330,624 -350,770 
Other payments -5,208 -5,278 -5,461 -5,594 -5,732 
Closing assets 4,133,080 4,432,361 4,753,512 5,098,196 5,468,140 

Note: Numbers may not add due to rounding. 

Maintaining a consistent funding plan for the defined benefit superannuation liability will 
help reduce the longer-term cost as investment income contributes toward meeting these 
future liabilities. 

The difference between the estimated liability and investment assets represents the level of 
unfunded superannuation liability.  

The estimated unfunded liability and funding percentage are outlined in Table 8.3.4. 

Table 8.3.4: Superannuation liability funding 

  2018-19 
Est. outcome 

$’000 

2019-20 
Budget 

$’000 

2020-21 
Estimate 

$’000 

2021-22 
Estimate 

$’000 

2022-23 
Estimate 

$’000 
Superannuation l iability1 7,808,989 8,061,526 8,299,805 8,520,761 8,725,920 
Assets 4,133,080 4,432,361 4,753,512 5,098,196 5,468,140 
Unfunded liability 3,675,909 3,629,165 3,546,293 3,422,565 3,257,780 
Funding percentage 53% 55% 57% 60% 62% 

Notes: Numbers may not add due to rounding. 
1. The liability valuations from 30 June 2019 use a long-term discount rate assumption of five per cent.  
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8.4 MANAGEMENT OF FINANCIAL ASSETS AND LIABILITIES 

General Government Sector financial assets 

The Territory’s financial assets account for approximately 49 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 investments in other public sector entities (46 per cent) and 
investments and loans (33 per cent). 

Figure 8.4.1: General Government Sector – estimated financial assets 

Cash and deposits
5%

Advances paid
11%

Investments and 
loans
33%

Receivables
5%

Investments in 
other public sector 

entities
46%

 

Investments in other public sector entities 

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

Financial investments 

The Government has a significant portfolio of financial investment assets from which we 
derive market-based financial returns. 
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The Treasury stream within the Chief Minister, Treasury and Economic Development 
Directorate manages most of these financial investment assets through the Territory 
Banking Account. Investment funds from relevant directorates and Territory authorities 
(agency investors) are pooled together under a centralised investment platform which 
provides a number of different investment options designed to meet specific investment 
objectives.   

In December 2018 the centralised investment platform was enhanced with the 
consolidation of the financial investment assets of the Superannuation Provision Account 
into the platform. This consolidation restructure maximises economies of scale and 
efficiencies, ensures a consistent implementation of investment policies and governance 
and enables agency investors to access a range of investment options to meet their needs. 
From December 2018, the investment strategies of all agency investors in the centralised 
investment platform were restructured across a range of asset classes in line with their 
specific investment strategies. 

The financial assets are managed by Treasury within the Territory Banking Account in 
accordance with the individual investment plans of approved agency investors. Each 
investment plan takes into consideration the particular circumstances of the agency when 
formulating the appropriate investment objectives. 

The financial investment assets are also managed in accordance with the Government’s 
overarching responsible investment policy framework. This framework recognises that 
financial, environmental, social and corporate governance risks can all impact on the long-
term sustainability and performance of investments. 

In addition to the management of agency investments, a strategic cash management 
objective is to maintain sufficient liquidity within the Territory Banking Account to meet 
short term budget appropriation requirements and debt servicing obligations, including 
interest and maturities. Maintaining high liquidity coverage is a key factor in the credit 
rating assessment undertaken by the international ratings agency Standard & Poor’s and 
provides assurance that the Government can meet our cash obligations on an ongoing basis. 

Table 8.4.1 outlines the total financial investment assets held by the General Government 
Sector. 
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Table 8.4.1: General Government Sector investments 

2018-19 
Budget 

 
$’000 

  2018-19 
Est. 

outcome 
$’000 

2019-20 
Budget 

 
$’000 

 
Var 

 
% 

2020-21 
Estimate 

 
$’000 

2021-22 
Estimate 

 
$’000 

2022-23 
Estimate 

 
$’000 

                

606,728 Cash and deposits 1,080,614 759,991 -30  761,426 769,084 775,573 
4,599,008 Investments and loans 4,927,289 5,361,065 9  5,778,891 6,138,511 6,527,007 
5,205,736  Total investments 6,007,903 6,121,056 2  6,540,317 6,907,595 7,302,580 

               
  Comprising:             

4,133,890 Superannuation 
Provision Account 

4,107,233 4,405,688 7  4,724,941 5,067,588 5,435,343 

267,429 Territory Banking 
Account  

1,051,207 542,597 -48  598,599 574,065 552,326 

324,939 ACTIA investments 316,450 344,442 9  372,506 400,894 429,612 
 Public Sector Workers 

Compensation Fund 
- 303,000 #  303,000 303,000 303,000 

479,478 Other GGS agency 
investments 

533,013 525,329 -1  541,271 562,048 582,299 

5,205,736 Total investments 6,007,903 6,121,056 0  6,540,317 6,907,595 7,302,580 

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 2020 to June 2048. The total estimated outstanding principal at 30 June 2019 is 
$1.7 billion. 

• The Chief Minister, Treasury and Economic Development Directorate Community 
Housing Canberra loans – provided through repayable capital injection appropriation –
support the Government’s affordable housing action plan. The total estimated 
outstanding principal at 30 June 2019 is $63.1 million. Repayment of the loan principal 
commenced in December 2017. 

• 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 2019 is $1.4 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 2019 is $1.4 million. 
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General Government Sector Liabilities 

Figure 8.4.2 shows the proportion of liabilities by category. The majority of the General 
Government Sector liabilities comprise superannuation (49 per cent) and borrowings 
(33 per cent). 

Further details regarding the defined benefit superannuation liability can be found in 
Chapter 8.3 – Unfunded Superannuation Liability. 

As a result of the commencement of AASB 16, total finance leases (inclusive of Public Private 
Partnership liabilities) are $568.9 million in 2019-20, increasing to $765.8 million in 2022-23.  

Figure 8.4.2: General Government Sector liabilities 
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Debt management 

Territory borrowings include short-term and long-term debt securities, Commonwealth 
Government loans and leases which comprise both operating and finance leases and public 
private partnership contracts. 

The Government’s capital funding requirements are mainly achieved by the issuance of debt 
securities in wholesale capital markets. The Government’s Domestic Debt Issuance Program 
is managed within the Chief Minister, Treasury and Economic Development Directorate.  

The primary focus of debt management is to meet the ongoing financing needs of the 
Territory while achieving an optimal debt profile in the context of the Government’s overall 
macroeconomic and fiscal strategies and policies. 
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Credit rating 

The Territory holds AAA (stable) long-term and A-1+ short-term local currency credit ratings 
from Standard & Poor’s. The 2019-20 Budget has been delivered with the objective of 
maintaining this rating and our policy settings reflect the broad metrics compatible with 
AAA rating status.  

Total Territory Borrowings 

Implementation of the new Australian accounting standard AASB 16 increases Total 
Territory gross debt levels by the value of the operating lease obligations falling within the 
scope of this standard.  

A summary of the borrowing estimates for the 2019-20 Budget are detailed below in 
Tables 8.4.2 and 8.4.3. 

Table 8.4.2: Total Territory borrowings – Principal outstanding 

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
              
  Total Territory           

3,510.2 Market borrowings 4,439.4 4,764.9 5,300.8 5,585.8 5,416.9 
117.2 Historic Commonwealth Loans 

(self-government) 
117.2 108.3 99.4 90.5 81.6 

900.0 Commonwealth Loan – Asbestos 
Eradication Scheme 

900.0 850.0 750.0 650.0 550.0 

488.0 Leases1,2 441.1 891.2 1,121.6 1,087.1 1,055.7 
 

 
     

5,015.4 Total 5,897.6 6,614.5 7,271.8 7,413.4 7,104.2 

Notes: Numbers may not add due to rounding. 
1. Leases comprise operating and finance leases and public private partnership contracts. 
2. Total Territory gross debt has increased by $411.6 million in 2019-20, $655.6 million in 2020-21, $635.3 in 2021-22 

and $616.8 million in 2022-23 as a result of AASB 16. 

Table 8.4.3: Total Territory borrowings – Interest expense 

2018-19 
Budget 

$m 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
              
  Total Territory           

143.7 Market borrowings 135.0 164.3 171.0 186.0 178.0 
5.9 Historic Commonwealth Loans 

(self-government) 
5.9 5.5 5.0 4.6 4.1 

25.7 Commonwealth Loan – Asbestos 
Eradication Scheme 

25.7 24.4 23.0 20.3 17.6 

27.1 Leases 12.3 40.9 48.7 49.2 48.4 
        

202.4 Total 179.0 235.0 247.8 260.1 248.1 

Note: Numbers may not add due to rounding. 
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The estimated increase in market borrowings over the budget and forward years reflects the 
ongoing investment in infrastructure projects and assets that generate economic growth 
and protect Canberra’s liveability as our city grows. 

The strength of the Territory’s balance sheet provides us with the flexibility to deliver the 
high priority investments in hospital, school and transport infrastructure that Canberra will 
need into the future.  

A key measure of our ability to borrow at sustainable levels is the Government’s capacity to 
service our debt. Supported by our AAA credit rating and global interest rates at all-time 
lows, we are in a strong position to increase borrowings while keeping debt servicing costs 
at sustainable levels. Territory borrowings continue to fund our infrastructure needs and are 
not used to fund our recurrent expenses. The Budget consistently forecasts strong operating 
cash surpluses of $2.6 billion over the forward estimates. 

In the context of the ongoing volatility in global financial markets, historically low interest 
rates and the need to ensure we have sufficient liquidity, we will continue to manage our 
debt program with a conservative and flexible approach. This includes undertaking pre-
funding transactions and seeking opportunities for refinancing of existing liabilities where it 
may be cost effective to do so. 

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 2019. 

Figure 8.4.3: Total external Territory market borrowings and loans 
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Note: 
1. Figure excludes leases. 
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Figure 8.4.4 shows the estimated Territory issued bonds as at 30 June 2019. 

Figure 8.4.4: Territory issued bonds 
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Notes: 
1. Figure excludes short-term variable rate notes. 
2. Figure shows the face value of issued bonds. 

Table 8.4.4 provides details of the Territory’s estimated outstanding issued nominal fixed 
rate bonds as at 30 June 2019. 

Table 8.4.4: Nominal fixed rate bonds on issue 

Coupon1  Maturity Face value 
$m 

Principal 
outstanding2 

$m 

Timing of interest payments3 

4.25% May 2020 570 570.3 Semi-annual May, Nov 
4.25% Apr 2022 550 546.2 Semi-annual Apr, Oct 
4.00% May 2024 500 495.5 Semi-annual May, Nov 
2.50% May 2026 525 520.2 Semi-annual May, Nov 
3.00% Apr 2028 550 540.0 Semi-annual Apr, Oct 
2.25% May 2029 675 668.4 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 2019. 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 8.4.5 provides details of the Territory’s estimated outstanding market-issued inflation 
bonds as at 30 June 2019. 
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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 28.7 Quarterly Jan, Apr, Jul, Oct 
2.83%1 Jun 2048 420 410.0 Quarterly Mar, Jun, Sep, Dec 
3.50%2 Jun 2030 250 297.0 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 loans 

Table 8.4.6: Commonwealth loans 

Interest 
Rate1  

Maturity Face value 
$m 

Principal outstanding 

$m2 
Timing of payments 

12.57% Jun 2023 19 2.2 Annual Jun 
4.50% Jun 2040 174 61.2 Annual Jun 
4.50% Jun 2042 124 53.5 Annual Jun 
2.71% Jun 2024 1,000 900.0 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 

  2018-19 
Est. outcome 

$m 

2019-20 
Budget 

$m 

2020-21 
Estimate 

$m 

2021-22 
Estimate 

$m 

2022-23 
Estimate 

$m 
            

New/pre funding 1,031.5 622.0 523.5 273.0 -180.0 
Refinancing 0 655.0 0 550.0 0 

       

Total funding requirement1,2,3 1,031.5 1,277.0 523.5 823.0 -180.0 

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. 
3. The projections are the total estimated funding requirements for the General Government Sector and the Public 

Trading Enterprise Sector (Icon Water). 
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