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1 INTRODUCTION

The Treasurer’s Annual Financial Report 2016-17 is prepared in accordance with section 26E of the
Financial Management and Audit Act 1990, which requires the tabling of the Report by 31 October in each
year.

The Report contains the following information:

Section 2 provides an Executive Summary that highlights key outcomes for 2016-17;
Section 3 provides an update of progress against the Fiscal Strategy;

Section 4 presents the General Government and Total State Sector financial statements for 2016-17 in
accordance with AASB 1049 Whole of Government and General Government Sector Financial
Reporting. The statements also align with the requirements of the Uniform Presentation Framework;

Section 5 summarises details for the transactions and balances within the Public Account; and

Section 6 presents the Loan Council Outcome for 2016-17 in accordance with the requirements of the
Uniform Presentation Framework.
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2 EXECUTIVE SUMMARY

The 2016-17 General Government and Total State Sector Statements are prepared in accordance with
AASB 1049 Whole of Government and General Government Sector Financial Reporting.

Table 2.1 presents the key financial outcomes for the General Government Sector, Total State Sector and
Consolidated Fund.

Table 2.1: Key Financial Indicators
2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
General Government Sector
Net Operating Surplus/(Deficit) 77 804 62
Underlying Net Operating Surplus/(Deficit) (94) (67) (19)
Fiscal Surplus/(Deficit) (161) 677 4
Net Debt (301) (791) (746)
Net Worth 10 249 9678 7 155
Net Financial Liabilities 5930 7 109 8103
Total State Sector
Net Operating Surplus/(Deficit) 86 881 107
Fiscal Surplus/(Deficit) (288) 566 (29)
Net Debt 877 (811) 196
Net Worth 10 249 9678 7 155
Net Financial Liabilities 9995 10 727 12 455
Consolidated Fund Surplus/(Deficit) 20 73 197
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General Government Qutcome

Statement of Comprehensive Income

Table 2.2 provides a summary of the key General Government Sector operating line items and budget
variances. The full Statement of Comprehensive Income is located at page 30 of this Report.

Table 2.2: General Government Summary Operating Result

2016-17 2016-17

Original

Budget Actual Variation  Variation

$m $m $m %

Revenue from transactions 5574 6478 904 16
Expenses from transactions 5496 5674 178 3
Net Operating Balance — Surplus/(Deficit) 77 804 727 944
Less Net acquisition of non-financial assets 238 128 (110) (46)
Equals Fiscal Balance — Surplus/(Deficit) (161) 677 838 521

The General Government Sector Net Operating Balance was a surplus of $804 million in 2016-17, an
improvement of $727 million from the 2016-17 Original Budget estimate. The major reason for the
improvement in the Net Operating Surplus, from the 2016-17 Original Budget, was the receipt of a
significant one-off Australian Government payment of $730 milion for the transfer of the
Mersey Community Hospital to the State. Excluding the impact of the Mersey funding, the
Net Operating Surplus would have been $74 million.

The Mersey Community Hospital funds were received by the State on 29 June 2017. These funds were
transferred to the Tasmanian Public Finance Corporation as a one-off equity contribution and have been
invested by Tascorp, with any returns to be retained in the Mersey Community Hospital Fund. An annual
dividend is required to be paid by Tascorp, equal to the operating costs of the Mersey Community Hospital,
escalating at 3.5 per cent each year until cessation of the Mersey Community Hospital Fund.

Chart 2.1 highlights the trend in the Net Operating Balance since 2007-08. The 2016-17 outcome is the
second surplus achieved since 2009-10.
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Chart 2.1: General Government Net Operating Balance
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General Government Underlying Net Operating Balance

The Underlying Net Operating Balance is a measure which removes the distorting impact of one-off
Australian Government funding for specific capital projects, including Roads and Rail Funding, Water for
the Future and the transfer of the Mersey Community Hospital from the Australian Government to the State.

The 2016-17 Underlying Net Operating Balance is a deficit of $67 million, an improvement of $27 million
from the Original Budget deficit of $94 million.

Table 2.3: General Government Underlying Net Operating Balance
2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Net Operating Balance 77 804 62
Less Impact of one-off Australian Government funding:
Roads and Rail Funding 128 110 81
Royal Hobart Hospital Redevelopment 25 5
Water for the Future Funding 19 26
172 141 81
Less Mersey Community Hospital Transferl 730
Underlying Net Operating Balance (94) (67) (19)
Note:

1. The Mersey Community Hospital Transfer to the State of Tasmania will also include revenue recognising the
transfer of ownership of the asset. The transfer of ownership is effective from 1 July 2017 and so the revenue and
asset will be recognised in 2017-18. The Australian Government has advised that the estimated value of the
Mersey Community Hospital is $32 million.
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Revenue Variations

Revenue from transactions was $6 478 milion in 2016-17, $904 milion higher than the
2016-17 Original Budget estimate of $5 574 million. The main variations are:

e Grants revenue $733 million higher. This primarily relates to:

- a $44 million decrease in General purpose payments as a result of GST receipts being revised
down. This change reflects an increase in Tasmania’s share of the national population, offset by a
$1.5 billion reduction in the estimated GST pool available for distribution to the states and territories
and a $4 million residual adjustment for overpaid GST revenue to Tasmania in 2015-16;

- a $35million increase in Specific purpose payments, primarily relating to an increase in
Australian Government National Health Reform funding of $29 milion due to a revision of
Tasmanian Health Service activity profiles and an increase in Australian Government Students First
funding of $5 million;

- an $711 million increase in National partnership payments, primarily as a result of additional revenue
for the following grants:

» a one-off Australian Government payment of $730 milion for the transfer of the
Mersey Community Hospital to the State and an advance payment of 2017-18 Local Government
grants of $37 million, which was brought forward and received in June 2017. This advance
payment was on-paid to the Local Government Sector in June 2017 and reflected in
Grant expenses;

» Sustainable Rural Water Use and Infrastructure Program funding of $8 million;

= payments under the National Partnership on Transfer of the Mersey Community Hospital for the
Missiondale Recovery Centre, District Nurses and Palliative Care Tasmania of $6 million; and

= Public Dental Services for Adults funding of $3 million.

The increase in NPPs is partly offset by decreases in Australian Government payments due to timing
changes for Road infrastructure funding ($36 million), Redevelopment of the Royal Hobart Hospital
($21 million) and Natural Disaster Relief and Recovery Arrangements funding ($13 million); and

- an increase of $32 million for Other grants and subsidies as a result of an increase in
Australian Government funding of $24 million, relating to Commonwealth Own Purpose Expenditure
funding for the Department of Health and Human Services and the Tasmanian Health Service and an
increase in funding for the Department of Primary Industries, Parks, Water and Environment of
$6 million.

e Taxation $47 million higher. The increase primarily reflects an upwards revision in Conveyance duty
receipts of $40 million, driven by large commercial transactions and growth in residential property prices
and transaction volumes; and an upwards revision in Land tax of $6 million, reflecting a net increase in
land values across the State and system enhancements leading to improvements in debt management.
The increases in Taxation are partly offset by a decrease in Betting exchange taxes of $3 million
reflecting the surrender by Betfair of its Tasmanian Gaming Licence and a decrease in Casino tax and
licence fees of $2 million reflecting lower than expected revenue for the year.

e Sales of goods and services $54 million higher. The increase primarily reflects additional revenue for the
Tasmanian Health Service of $56 million which is primarily due to the listing of Hepatitis C medications
on the Pharmaceutical Benefits Scheme.
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e Other revenue $32 million higher. The increase primarily reflects:
- anincrease of $19 million reflecting revised mineral royalties; and

- an increase in the Department of Primary Industries, Parks, Water and Environment of $6 million
primarily reflecting reimbursement of insurance claims and workers’ compensation recoveries.

Expense Variations

Expenses from transactions was $5 674 million in 2016-17, $178 million higher than the
2016-17 Original Budget estimate of $5 496 million. The main variations are:

e Superannuation $54 million higher. The increase reflects the most recent actuarial assessment of the
increase in the present value of the defined benefit obligation resulting from employee service in the
current period.

e Supplies and consumables $97 million higher. The increase primarily reflects additional expenditure for:

- the Tasmanian Health Service of $70 million primarily reflecting additional expenditure associated
with the listing of Hepatitis C medications on the Pharmaceutical Benefits Scheme;

- the Department of Health and Human Services of $19 million primarily due to an unanticipated
increase in the number and duration of children in special care package placements ($17 million) and
additional expenditure in information and communications technology services on the
ICT Infrastructure Stabilisation Project ($4 million); and

- the Department of Police, Fire and Emergency Management of $21 million primarily due to increased
expenditure on Tasmanian Mobile Radio Network fees ($8 million), consultancy fees for
Emergency Services Computer Aided Dispatch and TMRN ($4 million), maintenance ($3 million),
information technology expenses ($2 million), additional helicopter lease hours ($1 million) and new
computer leases ($1 million); and.

The increase in Supplies and consumables is offset by a decrease of $11 million for Finance-General,
which is primarily due to amortisation of the Treasurer's Reserve ($10 million).

e Nominal superannuation interest expense $53 million lower. The decrease reflects the most recent
actuarial estimate of the Superannuation liability which includes the application of the spot discount rate
of 2.7 per cent for 30 June 2016 and 3.3 per cent for 30 June 2017 (a long-term rate of 4.75 per cent
was used in the 2016-17 Budget) to determine interest costs and interest income with respect to the
superannuation liability and plan assets, respectively.

Other Economic Flows — Included in Operating Result Variations

Other economic flows — Included in Operating Result is estimated to be an inflow of $2 111 million in
2016-17, which is $2 102 million higher than the 2016-17 Original Budget estimate of $9 million. The main
changes are:

¢ Revaluation of equity investment in PNFC and PFC Sectors is $845 million higher. The revaluation is
based on the movement in net assets in the PNFC and PFC sectors. The variation primarily reflects an
increase in the PFC Sector as a result of the $730 million equity contribution made by the Government
in relation to the transfer of the Mersey Community Hospital. In addition, there was higher than budgeted
growth in net assets for Government businesses such as the Motor Accidents Insurance Board and
Tasmanian Networks Pty Ltd.
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¢ Revaluation of superannuation liability is $1 215 million higher. The revaluation gain reflects the latest
actuarial assessment. The gain is primarily due to changes in the actuarial assumptions, in particular, an
increase in the discount rate from 2.7 per cent at 30 June 2016 to 3.3 per cent at 30 June 2017.

e Other gains/(losses) is $58 million higher. The increase is primarily due to a revaluation gain of
$94 million recognised by the Department of Primary Industries, Water, Parks and Environment, which
relates to road assets transferred from Forestry Tasmania and recognised for the first time in 2016-17.
The increase is partly offset by:

- awrite-down of Building assets for the Tasmanian Health Service of $29 million; and

- a write-down of $12 million in assets held by the Department of State Growth relating to replaced
roads ($7 million), bridges ($4 million) and land and buildings ($3 million).

Net Acquisition of Non-Financial Assets Variations

Net acquisition of non-financial assets was $128 million in 2016-17, which is $110 million lower than the
2016-17 Original Budget estimate of $238 million. This is mainly due to a decrease in Purchases of
non-financial assets which was $115 million lower than the 2016-17 Original Budget estimate. This is due to
to timing and re-prioritisation of Capital Programs including:

e a Department of State Growth decrease of $59 million, which is primarily due to timing adjustments to
the Roads Program and Capital Program including:

- Midland Highway ($29 million);

Huon Highway/Summerleas Road ($12 million);

- Huon Highway - Glendevie Passing ($2 million);

- North East Freight Roads ($1 million);

- Road Safety and Traffic Management ($8 million);

- Asset Management ($3 million);

- Infrastructure Maintenance ($3 million);

- Heavy Vehicle Safety and Productivity ($1 million); and
- Northern Cities Major Development ($4 million); and

e a Department of Health and Human Services decrease of $55 million, due to revised cash flows
associated with the following projects:

- Royal Hobart Hospital Redevelopment ($46 million);
- New Housing ($7 million); and

- Health infrastructure ($3 million).
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Statement of Financial Position

Table 2.4 provides a summary of the key General Government Sector Statement of Financial Position line
items and variances. Budget estimates for the Statement of Financial Position as at 30 June 2017 were
compiled in May 2016, prior to completion of the actual outcomes for 30 June 2016. As a result, the
outcome variance from the original Budget estimate will be impacted by the difference between the
estimated and actual opening balances for 2016-17. The following commentary is therefore based on major
movements between the 30 June 2016 outcome and the 30 June 2017 outcome.

Table 2.4: General Government Summary Statement of Financial
Position
2017 2016

Actual Actual Variation Variation

$m $m $m %

Financial assets 7737 6 899 838 12
Non-financial assets 11 527 10 863 664 6
Total Assets 19 264 17 762 1502 8
Liabilities 9586 10 607 (1 021) (10)
Net Assets 9678 7 155 2523 35

Asset Variations

General Government Assets are $19 264 million at 30 June 2017, an increase of $1 502 million from the
30 June 2016 balance of $17 762 million. The main variations are:

e Cash and deposits $74 million lower. This movement primarily reflects a decrease in the balance of the
Special Deposits and Trust Fund with decreases in balances recorded by the Tasmanian Health Service
($34 million) and Finance-General ($21 million).There was also a decrease in cash held by the statutory
authorities outside the Special Deposits and Trust Fund of $8 million, primarily due to a decrease in
cash held by the State Fire Commission ($8 million).

These decreases were partly offset by an increase in STDF balances held by the Department of Health
and Human Services ($24 million) and the Department of Justice ($10 million).

¢ Investments $43 million higher. This primarily relates to the investment by Finance-General of
$40 million with the Tasmanian Public Finance Corporation to establish the TT-Line Vessel
Replacement Fund. The Fund will be used to accrue funds to assist with the financing of replacement
vessels for TT-Line Company Pty Ltd.

e Equity investment in PNFC and PFC sectors $864 million higher. This primarily reflects the increase in
net assets for the PFC Sector of $815 million, reflecting the equity investment of the one-off
Australian Government payment of $730 million for the transfer of the Mersey Community Hospital to the
State. These funds were transferred as an equity contribution by the State to the
Tasmanian Public Finance Corporation. In addition, there is an increase in net assets for the
PNFC Sector of  $49 million, primarily due to an increase in net assets for
Tasmanian Ports Corporation Pty Ltd, Tasmanian Networks Pty Ltd and Forestry Tasmania.
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¢ Land and buildings $240 million higher. This primarily relates to increases for:

- the Department of Health and Human Services ($116 million) primarily as a result of capital works
projects, such as the Royal Hobart Hospital Redevelopment;

- the Department of Primary Industries, Parks, Water and Environment ($58 million) primarily as a
result of the revaluation of land assets;

- the Department of Education ($45 million) primarily reflecting the capital works undertaken on
school infrastructure; and

- Finance-General ($23 million) which is primarily due to capital works undertaken on land and
buildings projects, such as parliament square fitout.

e Infrastructure $409 million higher. This primarily relates to increases for:

- the Department of State Growth ($283 million) as a result of capital works and the revaluation of road
infrastructure assets; and

- the Department of Primary Industries, Parks, Water and Environment ($131 million) primarily as a
result of the first time recognition of road assets transferred from Forestry Tasmania in prior years
and the revaluation of existing assets.

Liability Variations

General Government Liabilities are $9 586 million at 30 June 2017, $1 021 million lower than the
30 June 2016 balance of $10 607 million. The main variations are:

e Borrowings $75 million lower. This primarily reflects the application of the Consolidated Fund Surplus of
$73 million to reduce debt. Further detail on the Consolidated Fund can be found in Section 5 of this
Report.

e Superannuation is $968 million lower. The decrease is primarily a result of changes in actuarial
assumptions, in particular an increase in the discount rate from 2.7 per cent at 30 June 2016 to
3.3 per cent at 30 June 2017.

The General Government Superannuation liability as at 30 June 2017 was $7 873 million, which is
comprised of the present value of the liability of $9 722 million less the fair value of plan assets of
$1 849 million. This is a decrease of $968 million, or 11 per cent, from 30 June 2016. The decrease is a
result of the latest actuarial assessment of the liability, taking into consideration changes in assumptions
used to value the defined benefit obligation, primarily the decrease in the discount rate.

Government  businesses in the Public Non-Financial Corporations Sector and the
Public Financial Corporations Sector are for-profit entities and, in accordance with
AASB 119 Employee Benefits, are able to value the superannuation liability using high quality corporate
bond rates. However, the General Government Sector and Total State Sector are not-for-profit entities and,
in accordance with AASB 119, are required to use the Australian Government bond rate at the
Balance Sheet date to value the Superannuation liability. Bond markets have been volatile since the
Global Financial Crisis and the discount rate used to value the Retirement Benefits Fund Scheme liability
increased from 2.7 per cent to 3.3 per cent between 30 June 2016 and 30 June 2017.
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There is a strong inverse geometric relationship between the discount rate and the valuation of the
superannuation liability. Chart 2.2 shows the impact of an increase or decrease of one per cent in the
discount rate used to value the superannuation liability. The base rate column represents the gross
superannuation liability as at 30 June 2017, valued by the actuary using a base rate of 3.3 per cent. The
Sensitivity Analysis is provided in Note 7.5(I) on page 95 of this Report.

Chart 2.2: Sensitivity Analysis of the Superannuation Liability
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Undiscounted Defined Benefit Obligations

Table 2.5 presents the nominal cash flows required to meet the emerging cost of superannuation benefits
payable to members. This represents the total cost of benefits payable and includes the
General Government and Total State share, together with the share of benefits that are funded from
Scheme assets. Further break down of the years can be found in Note 7.5(k) on page 94 of this Report.

Table 2.5: Undiscounted Defined Benefit Obligations as at
30 June 2017

General Total
Government State
$m $m
Estimated total benefit payments to be made in the period:

No later than 1 year 392 423
Later than 1 year and no later than 10 years 4186 4520
Later than 10 years and no later than 25 years 8191 8 851
Later than 25 years and no later than 50 years 7035 7 609
Undiscounted defined benefit obligation 19 804 21403

After 50 years there is expected to be a reducing level of cash for a further 25 years
totalling approximately 233 252
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Net Debt

Net Debt is a measure used to help assess the overall strength of a Government’s fiscal position. Net Debt
comprises Borrowings less the sum of Cash and deposits and Investments.

General Government Net Debt was negative $791 million as at 30 June 2017, a $45 million improvement
from 30 June 2016.

Chart 2.3: General Government Net Debt as at 30 June
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Total State Outcome

The Total State Sector is comprised of the General Government Sector, the
Public Non-Financial Corporations Sector and the Public Financial Corporations Sector.

The PNFC and PFC Sectors include a wide range of entities which are outlined in Note 14 on page 121 of
this Report. Generally, these entities are commercially focussed and aim to cover the majority of their
expenses by revenue from the sales of goods and services.

Statement of Comprehensive Income

Table 2.6 provides a summary of the key Total State Sector operating line items and budget variances. The
full Statement of Comprehensive Income is located on page 30 of this Report. Original Budget information
for the Total State Sector is provided in the 2016-17 Budget Papers.

General Government Sector Outcomes will influence the Total State Sector. However, it should be noted
that, due to consolidation of transactions, the Total State Sector variation will not always equal the sum of
variations from each individual sector.

Table 2.6: Total State Summary Operating Result

2016-17 2016-17
Original
Budget Actual Variation Variation
$m $m $m %
Revenue from transactions 8482 9351 869 10
Expenses from transactions 8 397 8470 73 1
Net Operating Balance — Surplus/(Deficit) 86 881 795 924
Less Net acquisition of non-financial assets 374 315 (59) (16)
Equals Fiscal Balance — Surplus/(Deficit) (288) 566 854 297

The Total State Net Operating Surplus is $881 million in 2016-17, which is an improvement of $795 million
compared to the 2016-17 Original Budget estimate of $86 million. This improvement reflects an
improvement of:

e $727 million in the General Government Sector;
e $36 million in the PNFC Sector; and
e $32 million in the PFC Sector.

See page 4 of this Report for further information on GGS variations.
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Revenue Variations

Total State Revenue from transactions was $9 351 million in 2016-17, $869 million higher than the
2016-17 Original Budget estimate of $8 482 million. The main variations are:

Grants revenue $738 million higher. This is due to the additional GGS revenue of $733 million.
Taxation revenue $45 million higher. This is due to the additional GGS revenue of $47 million.

Sales of goods and services $64 million higher. This is primarily due to additional GGS revenue of
$54 million. There is also an increase of $24 million for the PNFC Sector.

Dividend, tax and rate equivalent income $22 million higher. GGS dividend, tax and rate equivalent
income is received from the PNFC and PFC Sectors and is eliminated at the State level. State Sector
dividend income for 2016-17 was $82 million which relates to dividends received from the private sector
and is above Budget primarily due to an additional $21 million in dividend income received by the
Motor Accidents Insurance Board.

Expense Variations

Total State Expenses from transactions is $8 470 million in 2016-17, which is $73 million higher than the
2016-17 Original Budget estimate of $8 397 million. The main variations are:

Employee expenses $107 million higher. This is primarily due to the additional expenses of $75 million
for the GGS, with an additional $31 million increase for the PNFC Sector.

Superannuation expenses $48 million higher. This is primarily due to the additional expenses of
$54 million for the General Government Sector, partly offset by a $7 million decrease for the
PNFC Sector.

Depreciation expenses $22 million lower. This is primarily due to a decrease of $14 million for the
PNFC Sector which reflects the value of certain Infrastructure assets in the PNFC Sector being fully
depreciated at 30 June 2016.

Supplies and consumables $37 million higher. This is due to an increase of $97 million for the GGS,
partly offset by a decrease of $21 million for the PNFC Sector as a result of savings in operating
expenditure achieved by some businesses, and a decrease of $20 million for the PFC Sector reflecting
reduced claims expenses recognised by the Motor Accidents Insurance Board.

Nominal superannuation interest expense $60 million lower. The decrease primarily reflects the most
recent actuarial estimate of the Superannuation liability which includes the application of the spot
discount rate of 2.7 per cent for 30 June 2016 and 3.3 per cent for 30 June 2017 (a long-term rate of
4.75 per cent was used in the 2016-17 Budget) to determine interest costs and interest income with
respect to the superannuation liability and plan assets, respectively.

Borrowing costs $52 million lower. This is primarily due to lower interest rates during 2016-17 compared
to that used to prepare the Budget estimates.

14
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Statement of Financial Position

Table 2.7: Total State Summary Statement of Financial Position
2017 2016

Actual Actual Variation Variation
$m $m $m %
Financial assets 9 409 8523 886 10
Non-financial assets 20 405 19610 795 4
Total Assets 29 814 28 133 1681 6
Liabilities 20136 20978 (842) (4)
Net Assets 9678 7 155 2523 35

Total State Net Assets are $29 814 million at 30 June 2017, an increase of $1 681 million from the
30 June 2016 balance of $28 133 million.

Asset Variations

Financial Assets are $9 409 million at 30 June 2017, an increase of $886 million from the 30 June 2016
balance of $8 523 million. The major variations are:

¢ Investments $613 million higher. This primarily reflects the impact of the $730 million equity contribution
provided by the GGS to the Tasmanian Public Finance Corporation, relating to the one-off payment
received for the transfer of ownership of the Mersey Community Hospital from the
Australian Government to the State. Tascorp has established the Mersey Community Hospital Fund and
invested the $730 million, with any returns to be retained in the Mersey Community Hospital Fund.
Tascorp is required to pay an annual dividend required to the GGS, equal to the operating costs of the
Mersey Community Hospital, escalating at 3.5 percent each year until cessation of the
Mersey Community Hospital Fund.

e Other financial assets $402 million higher. This primarily reflects an increase of $371 million in
Derivative financial instruments receivable which is due to a revaluation gain for energy price derivatives
held in the PNFC Sector.

Non-financial assets are $20 405 million at 30 June 2017, an increase of $795 million from the
30 June 2016 balance of $19 610 million. The major variations are:

e Land and buildings $244 million higher. This is primarily due to the increase in the GGS of $240 million.

¢ Infrastructure assets $572 million higher. This is primarily due to the increase in the GGS of $409 million
and an increase of $163 million in the PNFC Sector which relates to revaluation gains for electricity, port
and water infrastructure assets.

¢ Biological assets $45 million lower. This is primarily due to a revaluation decrement of $48 million
undertaken by Forestry Tasmania for the forest estate assets.
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Liability Variations

Liabilities are $20 136 million at 30 June 2017, a decrease of $842 million from the 30 June 2016 balance
of $20 978 million. The main variations are:

e Borrowings $419 million lower. This is primarily due to a decrease in borrowings held by the
Tasmanian Public Finance Corporation of $443 million. This primarily reflects a decrease of $244 million
in domestic preferred stocks and $298 million in Overseas Commercial paper, partially offset by an
increase in Domestic Commercial paper of $99 million.

e Superannuation $1 219 million lower. This reflects the most recent actuarial estimate which decreased
the GGS liability by $968 million, the PNFC Sector liability by $250 million and the PFC Sector liability by
$1 million.

e Other liabilities $755 million higher. This primarily reflects an increase in Derivative liabilities of
$735 million which is due to a revaluation increment for energy price derivatives held in the
PNFC Sector.
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Public Account

Public Account Statements are presented in Section 5 of this Report. Public Account Statements are
prepared on a cash basis and are comprised of the:

e Consolidated Fund Statements — Statements 1 to 6; and

e Special Deposits and Trust Fund Statement — Statement 7.

Chart 2.4: Consolidated Fund Outcomes
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Chart 2.4 shows that the Consolidated Fund outcome for 2016-17 is a $73 million surplus, which is an
improvement of $53 million compared to the original Budget estimate of a $20 million surplus. The
improvement is primarily due to additional Taxation receipts of $45 million and Receipts from government
businesses of $29 million. This was partly offset by additional Recurrent services expenditure of $13 million.

The balance of the Special Deposits and Trust Fund as at 30 June 2017 was $1 370 million, including
$258 million in Australian Government funding which must be expended in accordance with agreements
between the State and Australian Governments.

Whilst there is a strong correlation between the balance of the SDTF and the level of General Government
Sector Cash assets, the two measures are not the same. Table 2.8 presents a reconciliation between these
two measures.
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Table 2.8: Reconciliation of Public Account Cash as at 30 June

2017 2016
Actual Actual
$m $m
Special Deposits and Trust Fund Balance

Australian Government fundsl 258 313
Other SDTF accounts? 1112 1070
1370 1382
Less True Trust monies held in SDTF3 105 91

Less TT-Line Vessel Replacement Fund recognised as an Investment

Asset 40

Plus Cash and deposits held outside the Public Account? 28 36
Equals General Government Sector Cash per the Balance Sheet 1 253 1327

Notes:

1. Includes Australian Government Funding Management Account and Tasmanian Forests Agreement Account.

2. Primarily consists of departmental operating accounts.

3. True Trust monies are funds held by the Government on behalf of a third party. These funds are not available to
the Government to spend for its own purposes, and as such are not recognised in General Government Sector
cash holdings.

4. Primarily consists of cash held by General Government Sector statutory authorities that do no operate within the
Public Account.

The General Government Sector Cash balance includes the proceeds from an overnight end of year
borrowing of $310 million, undertaken on 30 June 2017 ($385 million at 30 June 2016). This borrowing is
undertaken to increase the Government's cash holdings to equal the estimated balance of the
Special Deposits and Trust Fund.
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3 THE FISCAL STRATEGY

FISCAL STRATEGY

The Government’s Fiscal Strategy was first presented in the 2014-15 Budget. The Fiscal Strategy is based
on enduring principles of strong and sound financial management that should be pursued by government
regardless of changes in the financial and economic environment. These principles reflect the
Government’s commitment to improving public sector efficiency, constraining government expenditure,
maintaining tax competitiveness, delivering improved services to the Tasmanian community and
maintaining the Government’s infrastructure investment.

To address these principles, the Fiscal Strategy has established six key Strategic Actions to be pursued by
the Government. Table 3.1 summarises the progress that has been made by the Government in
implementing these Strategic Actions.

FISCAL STRATEGY PROGRESS

Table 3.1 2016-17 TAFR - Fiscal Strategy Progress

Strategic Action

2016-17 TAFR Progress

1. Annual growth in General
Government operating
expenses will be lower
than the long-term
average growth in
revenue.

e The 2016-17 Net Operating Balance is in a surplus position which is

e The 2016-17 expenditure growth outcomes are consistent with the

the second year in a row this has been achieved.

2017-18 Budget estimates. The compound average growth in
expenditure over the Budget and Forward Estimates period (using
the actual 2016-17 Outcome rather than the 2016-17 Estimated
Outcome presented in the 2017-18 Budget Papers), is 1.4 per cent.
This is well below the long-run revenue growth rate of 5.5 per cent
(calculated from 1999-00 to 2016-17 actual).

2. General Government
debt and defined benefit
superannuation liabilities
will be managed to
ensure the combined
annual servicing cost is
less than six per cent of
General Government
cash receipts.

e For 2016-17, borrowing and defined benefit superannuation costs, as

¢ Net Debt remains in a strong position and is negative $791 million at

a percentage of General Government cash receipts from operating
activities was 4.1 per cent, which is well below the established
maximum of six per cent.

30 June 2017.
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Table 3.1 2016-17 TAFR - Fiscal Strategy Progress (continued)

Strategic Action

2016-17 TAFR Progress

3. A competitive tax
environment will be
maintained with an
objective for state taxes to
be efficient, fair, simple,
stable and sustainable.

e According to the most recent Commonwealth Grants Commission

e During 2016-17, the Government implemented amendments to the

e In addition, amendments to the Duties Act have been made to

e To further improve the fairness and simplicity of handling deceased

e Additionally, the Government has taken further action to improve

data, Tasmania’s ratio of revenue the State actually raised from its
tax sources to the revenue it could have raised (had it applied the
Australian average level of effort to its available revenue base), is
the third lowest of all jurisdictions and is well below the
national average.

Duties Act 2001, the Payroll Tax Act 2008 and the
Land Tax Act 2000. These amendments include:

- a duty exemption for an internal reconstruction or
consolidation of a corporate group;

- the introduction of a simpler and fairer landholder duty model
bringing Tasmania in line with other jurisdictions;

- broadening the permitted used of the current duty exemption
for demonstrator vehicles to reflect more contemporary
business practice for new motor vehicle dealerships; and

- clarifying the interpretation of consideration for a dutiable
transfer of land.

enable the introduction of a national electronic conveyancing
solution that reflects the shift in contemporary business practice.

estates, amendments have been made to:

- the Duties Act to require less onerous evidence to access the
duty exemption when registering a change of ownership of a
motor vehicle from a deceased estate to the intended
beneficiary under a will; and

- the Land Tax Act to enable a continuation of a principal
residence land classification for the financial year following
death of a sole owner, provided the usage of the property
does not change.

the tax environment for businesses which pay payroll tax by
providing payroll tax rebates for new apprentices, trainees and
youth employees aged 15 to 24 recruited from 1 July 2017 to
20 June 2019.

20
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Table 3.1 2016-17 TAFR - Fiscal Strategy Progress (continued)

Strategic Action

2016-17 TAFR Progress

4. Government businesses will be
required to deliver services to
Tasmanians at the lowest
sustainable cost, while also
providing an appropriate
financial return to the
Government

e Throughout 2016-17, the Government implemented a range of

measures to improve the governance and efficiency of
government businesses. This included:

- establishing a fund for the future replacement of the
Spirit of Tasmania vessels, through passing of the
TT-Line Vessel Replacement Fund Act 2017 by the
Parliament. The balance of this fund was $40 million as
at 30 June 2017,

- facilitating the replacement of Metro Tasmania’s bus fleet,
with the first of four equity injections of $4.5 million being
paid to the Company in February 2017;

- continuing to progress the transition of
Forestry Tasmania; and

- completing the RBF reforms, including the successor fund
transfer of RBF’s accumulation scheme accounts to
Tasplan and the transition of the administration of the
defined benefit schemes to the Department of Treasury
and Finance.

e In addition, legislation was enacted to enable the Treasurer to

set the Wholesale Electricity Price to reduce the impact of
high mainland wholesale electricity prices on regulated retalil
electricity prices.

5. Tasmanian Government
infrastructure investment will
maintain existing assets,
respond to economic and
population growth and reflect
the changing needs of the
community.

e During 2016-17, the General Government Sector invested

$416 million in non-financial assets. This investment in
infrastructure was $158 million greater than depreciation of
$257 million.
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21



Table 3.1 2016-17 TAFR - Fiscal Strategy Progress (continued)

6. Public sector efficiency,

productivity and financial
transparency will be improved.

The Government is committed to ensuring negotiated wage
outcomes are sustainable and affordable. The wages policy
limits wage outcomes to two per cent per annum.

Integration and automation of the employee system Empower
is progressing through the business planning stages to the
development of a reporting framework within the Department
of Justice. When completed, it will provide substantial
efficiency gains across government through reduced manual
payment processes and overheads. Importantly, the system
will significantly increase access to meaningful workforce data
and reporting, to inform workforce management and planning.

In support of its Fiscal Strategy, the Government introduced
the Financial Management Act 2016 which was passed by
Parliament in 2016-17. The legislation will improve the
efficiency, effectiveness and transparency of government
financial management. It includes the following improvements:

- asingle fund model;

- money held by the Government in trust will be clearly
accounted for in Agency Trust Accounts;

- a new process will be used to extend expenditure
approvals, subject to the Treasurer’s approval;

- new Treasurer's Reserve arrangements, with a simpler
calculation for the reserve amount;

- all investment and borrowing powers will be held
exclusively by the Treasurer, unless the Treasurer
determines otherwise; and

- the scope of the act has been extended to include all
General Government Sector entities

The implementation date for the Financial Management Act
will be 1 July 2018. This will provide sufficient time to
implement any required changes for the 2018-19 Budget.

22

Treasurer’s Annual Financial Report 2016-17




4 TREASURER'S ANNUAL
FINANCIAL STATEMENTS

Treasurer’s Annual Financial Report 2016-17

23



24

Treasurer’s Annual Financial Report 2016-17



CERTIFICATION OF TREASURER’S ANNUAL
FINANCIAL STATEMENTS
General Government Sector

The General Government Sector Financial Statements for the year ended 30 June 2017 have been
prepared in accordance with AASB 1049 Whole of Government and General Government Sector Financial
Reporting. The Statements incorporate the reporting requirements of the Australian Accounting Standards
Board and the Uniform Presentation Framework (which is based on the reporting standards of the
Australian Bureau of Statistics Government Finance Statistics framework) and are compiled from
information provided by agencies within the General Government Sector.

The Financial Statements present fairly the transactions of the General Government Sector for the year
ended 30 June 2017 and the financial position as at 30 June 2017.

At the date of signing, we are not aware of any circumstances which would render the particulars included
in the General Government Sector Financial Statements misleading or inaccurate.

Total State Sector

The Total State Sector general purpose financial statements for the year ended 30 June 2017 have been
prepared in accordance with AASB 1049 Whole-of-Government and General Government Sector Financial
Reporting. The Statements incorporate the reporting requirements of the Australian Accounting Standards
Board and the Uniform Presentation Framework (which is based on the reporting standards of the
Australian Bureau of Statistics Government Finance Statistics framework) and are compiled from
information provided by entities within the Tasmanian State Sector.

The Financial Statements present fairly the transactions of the Total State Sector for the year ended
30 June 2017 and the financial position as at 30 June 2017.

At the date of signing, we are not aware of any circumstances which would render the particulars included
in the Total State Sector Financial Statements misleading or inaccurate.

Hon Peter Gutwein MP Tony Ferrall
Treasurer Secretary

Department of Treasury and Finance
> October 2017
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OPINION OF THE AUDITOR-GENERAL

¢

/ Tasmanian
Audit Office

Independent Auditor's Report
To Members of the Tasmanian Parliament

General Government Sector and Total State Sector Financial Statements for the Year Ended
30 June 2017

Report on the Audit of the Financial Statements

Opinion

| have audited the accompanying General Government Sector and Total State Sector financial
statements, which in both cases comprise the statement of financial position as at 30 June 2017 and
the statements of comprehensive income, changes in equity and cash flows for the year ended on
that date, a summary of significant accounting policies, other explanatory notes and the
certifications by the Treasurer and the Secretary of the Department of Treasury and Finance.

In my opinion the accompanying financial statements of the General Government Sector:

(a) present fairly, in all material respects, the financial position of this Sector as at 30 June
2017, and its financial performance and cash flows for the year then ended

(b) are in accordance with the Financial Management and Audit Act 1990 and Australian
Accounting Standard 1049 Whole of Government and General Sector Financial Reporting.

In my opinion the accompanying financial statements for the Total State Sector:

(a) present fairly, in all material respects, the financial position of this Sector as at 30 June
2017, and its financial performance and cash flows for the year then ended

(b) are in accordance with the Financial Management and Audit Act 1990 and Australian
Accounting Standard 1043 Whole of Government and General Sector Financial Reporting.

Basis for Opinion

| conducted the audit in accordance with Australian Auditing Standards. My responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of my report. | am independent in accordance with the ethical requirements of
the Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional
Accountants (the Code) that are relevant to my audit of the General Government Sactor and Total
State Sector financial statements. | have also fulfilled my other ethical responsibilities in accordance
with the Code.

Llof3

T provide independent assurance to the Parliament and Community on the performance and accountabllity of the Tasmanian Public sector,
Professionalism | Respect | Camaraderie | Continuous Improvemnent | Customer Facus

Strive | Llead [ Excel | To Make a Difference
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The Audit Act 2008 further promotes the independence of the Auditor-General. The Auditor-
General is the auditor of all Tasmanian public sector entities and can only be removed by Parliament.
The Auditor-General may conduct an audit in any way considered appropriate and is not subject to
direction by any person about the way in which audit powers are to be exercised. The Auditor-
General has for the purposes of conducting an audit, access to all documents and property and can
repart to Parliament matters which in the Auditor-General’s opinion are significant.

My audit is not designed to provide assurance on the accuracy and appropriatenass of the budget
information in the General Government Sector and Total State Sector financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my apinion.

Other Information

Thea Treasurer is responsible for the other information, which comprises information included in the
Treasurer's Annual Financial Report, but does not include the General Government Sector and Tofal
State Sector financial statements and my auditor’s report thereon.

My opinion on the General Government Sector and Total State Sector financial statements does not
cover the other information and accordingly | do not express any form of assurance conclusion
thereon.

In connection with my audit of the General Government Sector and Total State Sector financial
statements, my responsibility is to read the other information and, in doing so, consider whether
the other information is materially inconsistent with the General Government Sactor and Total State
Sector financial statements or my knowledge obtained in the audit or otherwise appears to be
materially misstatad.

If, based on the work | have performed, | conclude that there is a material misstatement of this
other information, | am required o report that fact. | have nothing to report in this regard.

Responsibilities of the Treasurer for the Financial Statements

The Treasurer is responsible for the preparation and fair presentation of the:

s General Government Sector financial statements in accordance with section 26E of the
Financial Management and Audit Act 1990 and Australian Accounting Standard 1049 Whole
of Government and General Sector Financial Reporting.

= Total State Sector financial statements in accordance with Australian Accounting Standard
1045 Whole of Government and General Sector Financial Reporting.

This responsibility includes such internal control as determined necessary to enable the preparation
of the General Government Sector and Total State Sector financial statements that are free from
material misstatement, whether due to fraud or error.

Z2of 3
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Auditor's Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the General Government Sector
and Total State Sector financial statements as a whole are free from material misstatement,
whether due to fraud or error, and to issue an auditor’s report that includes my opinion. Reasonable
assurance is a high lavel of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian Auditing Standards will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken
on the basis of the General Government Sector and Total State Sector financial statements.

As part of an audit in accordance with the Australian Auditing Standards, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

« |dentify and assess the risks of material misstatement of the General Government Sector
and Total State Sector financial statements, whether due to fraud or error, design and
perform audit procedures responsive to those risks, and obtain audit evidence that is
sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a
material misstatement rasulting from fraud is higher than for one resulting from error, as
fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
ovarride of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal controls.

+ Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Treasurer.

+ Evaluate the overall presentation, structure and content of the General Government Sector
and Total State Sector financial statements, including the disclosures, and whether the
financial statemants represent the underlying transactions and events in a manner that
achieves fair presentation.

| communicate with the Treasurer regarding, among other matters, the planned scope and timing
of the audit and significant audit findings, including any significant deficiencies in intarnal control
that | identify during my audit.

v

Rod Whitehead
Auditor-General

Tasmanian Audit Office
Hobart
27 October 2017
3of3
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Statement of Comprehensive Income for the year ended
30 June 2017

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original
Notes Budget Actual Actual Actual Actual
$m $m $m $m $m
Revenue from transactions

Grants 2.1 3635 4 368 3510 4 373 3508
Taxation 2.2 1 056 1103 1068 1 057 1023
Sales of goods and services 2.3 353 407 375 3 386 3212
Fines and regulatory fees 2.4 97 99 96 95 91
Interest income 17 18 20 134 105
Dividend, tax and rate equivalent income 25 264 297 222 82 48
Other revenue 2.6 154 186 143 224 164

5574 6478 5434 9 351 8151

Expenses from transactions

Employee expenses 3.1 2311 2 386 2 266 2784 2647
Superannuation 7.5(i) 285 339 301 388 349
Depreciation 3.2 265 257 253 550 550
Supplies and consumables 3.4 1106 1203 1128 3149 2959
Nominal superannuation interest expense  7.5(i) 288 235 259 258 289
Borrowing costs 10 10 10 174 181
Grant and subsidy expenses 3.3 1206 1225 1125 1083 972
Other expenses 25 20 30 86 97

5496 5674 5372 8 470 8 044

Equals NET OPERATING BALANCE 77 804 62 881 107

Plus Other economic flows — Included in Operating

Result

Gain/(loss) on sale of non-financial assets 4.1 11 5) (6) (4) ©)

Revaluation of equity investment in PNFC
and PFC Sectors 19 864 14
Revaluation of superannuation liability 7.5(i) 1215 (1513) 1359 (1 652)
Other gains/(losses) 4.2 (21) 37 31 (285) (284)
9 2111 (1 475) 1070 (1 944)
Equals Operating Result 86 2916 (1 413) 1 950 (1 837)
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Statement of Comprehensive Income for the year ended

30 June 2017 (continued)

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Notes Budget Actual Actual Actual Actual
$m $m $m $m $m
Plus Other economic flows — Other movements in
equity
Revaluations of non-financial assets 252 487 1 558 380
Other non-owner movements in equity 3 18 (6) 15 (2)
256 505 (5) 572 378
Equals Comprehensive Result 342 3421 (1 418) 2523 (1 459)
KEY FISCAL AGGREGATES 17.14
NET OPERATING BALANCE 77 804 62 881 107
Less Net acquisition of non-financial
assets
Purchases of non-financial assets 531 416 352 899 725
Less Sales of non-financial assets 28 31 41 34 50
Less Depreciation 265 257 253 550 550
238 128 58 315 126
Equals FISCAL BALANCE - SURPLUS/(DEFICIT) (161) 677 4 566 (19)
This Statement of Comprehensive Income should be read in conjunction with the accompanying notes.
Budget information refers to original estimates and has not been subject to audit.
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Statement of Financial Position as at 30 June 2017

General Government Total State
2017 2017 2016 2017 2016
Original
Notes Budget Actual Actual Actual Actual
$m $m $m $m $m
Assets
Financial assets

Cash and deposits 10.2 881 1253 1327 373 399
Investments 51 54 87 44 6 603 5990

Equity investments:

PNFC and PFC sectors 5.2 4 483 5259 4 395

Other equity investments 5.2 27 20 20 94 184
Receivables 5.3 317 325 315 914 928
Other financial assets 5.4 847 792 799 1425 1023
6 609 7737 6 899 9 409 8523

Non-financial assets
Land and buildings 6.1 6 099 6 026 5786 6 327 6 083
Infrastructure 6.2 4779 4 687 4278 12 548 11 976
Plant and equipment 6.3 225 241 242 492 502
Heritage and cultural assets 6.4 502 462 461 476 472
Biological assets 6.5 154 199
Investment property 6.7 3 3 2 20 18
Goodwill 19 19
Intangible assets 6.8 52 56 46 239 209
Assets held for sale 6.9 5 11 14 12 15
Other non-financial assets 6.10 32 41 34 118 118

11 696 11 527 10 863 20 405 19610

Total Assets 18 305 19 264 17762 29 814 28 133
Liabilities
Borrowings 7.1 634 550 625 6 165 6 584
Superannuation 7.5 6 346 7873 8 841 8534 9753
Employee entitlements 7.2 583 632 592 734 689
Payables 7.3 135 136 141 614 618
Other liabilities 7.4 359 395 409 4 089 3334
Total Liabilities 8 056 9 586 10 607 20 136 20978
Net Assets 10 249 9678 7 155 9678 7 155
Equity
Accumulated funds 5293 4704 2 668 3534 1459
Asset revaluation reserve 11.1 4 956 4974 4 486 6 094 5 650
Other reserves 11.2 50 46
Total Equity 10 249 9678 7 155 9678 7 155
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Statement of Financial Position as at 30 June 2017

(continued)

General Government Total State

2017 2017 2016 2017 2016
Original
Notes Budget Actual Actual Actual Actual
$m $m $m $m $m
KEY FISCAL AGGREGATES 17.14

NET WORTH 10 249 9678 7 155 9678 7 155
NET FINANCIAL WORTH (1 447) (1 849) (3708) (10727) (12 455)
NET FINANCIAL LIABILITIES 5930 7 109 8 103 10 727 12 455
NET DEBT (301) (791) (746) (811) 196

This Statement of Financial Position should be read in conjunction with the accompanying notes.

Budget information refers to original estimates and has not been subject to audit.
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Statement of Cash Flows for the year ended 30 June 2017

General Government Total State
2016-17  2016-17 2015-16 2016-17 2015-16
Original
Notes Budget Actual Actual Actual Actual
$m $m $m $m $m
Cash flows from operating activities
Cash received from operating activities
Grants received 3635 4 363 3513 4 367 3511
Taxation 1046 1093 1063 1 068 1031
Sales of goods and services 354 391 353 3627 3134
Fines and regulatory fees 97 99 115 94 110
Interest received 17 18 20 107 73
Dividend, tax and rate equivalents 234 304 270 81 48
Other receipts 332 408 371 534 515
5714 6 676 5704 9 878 8422
Cash payments for operating activities
Employee entitlements (2 299) (2 350) (2 272) (2 562) (2 489)
Superannuation (443) (434) (396) (489) (452)
Supplies and consumables (1118) (1 194) (1101) (3 566) (3073)
Borrowing costs (20) (20) (11) (161) (186)
Grants and subsidies paid (1 206) (1 215) (1 126) (1 075) (975)
Other payments (206) (260) (230) (390) (371)

(5281)  (5463)  (5135) (8 243) (7 547)

Net cash flows from operating activities 10.1 432 1213 569 1635 875

Cash flows from investing activities

Net cash flows from non-financial assets

Purchases of non-financial assets (525) (416) (352) (899) (725)
Sales of non-financial assets 28 31 41 34 50
(497) (384) (311) (864) (675)

Net cash flows from financial assets
(policy purposes)

Equity injections (63) (785) (41)
Net advances paid 4) 6 (34) (292)
Equity disposals 1 2 2 .

(63) (788) (36) (32) (292)

Net cash flows from financial assets

(liquidity management purposes)

Net (purchase)/sale of investments (40) () (820) (798)
(40) (2) (820) (798)
Net cash flows from investing activities (559) (1 212) (348) (1 716) (1 765)
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Statement of Cash Flows for the year ended 30 June 2017

(continued)

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original
Notes Budget Actual Actual Actual Actual

$m $m $m $m $m

Cash flows from financing activities
Net borrowing (36) (76) a77) (233) 922
Other financing 1 1

(36) (74) a77) (232) 922
Net increase/(decrease) in cash held (162) (74) 45 (313) 32
Cash at the beginning of the year 1043 1327 1282 1728 1696
Cash at the end of the year 881 1 253 1327 1415 1728
KEY FISCAL AGGREGATES 17.14
Net cash from operating activities 432 1213 569 1635 875
Plus Net cash flows from non-financial assets (497) (384) (311) (864) (675)
Equals CASH SURPLUS/(DEFICIT) (64) 829 257 771 199
This Statement of Cash Flows should be read in conjunction with the accompanying notes.
Budget information refers to original estimates and has not been subject to audit.
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Statement of Changes
30 June 2017

General Government

in Equity for the year ended

Asset
Revaluation Accumulated
Note Reserve Funds Total
$m $m $m
Balance as at 30 June 2015 4441 4173 8 614
Comprehensive Result 2015-16 1 (1 419) (1 418)
Other movements 45 (45)
Transactions as owners:
Equity Transfers:
from Tasmanian Networks Pty Ltd 120 120
to Forestry Tasmania (30) (30)
to Hydro Tasmania (70) (70)
to Metro Tasmania Pty Ltd (13) (13)
to Tasmanian Railway Pty Ltd (31) (31)
to Tasmanian Irrigation Pty Ltd (8) (8)
to Tasmanian Ports Corporation Pty Ltd (10) (10)
(41) (41)
Balance as at 30 June 2016 4 486 2 668 7 155
Comprehensive Result 2016-17 487 2934 3421
Transactions as owners:
Equity Transfers:
from Tasmanian Networks Pty Ltd 5.2 50 50
to Hydro Tasmania 5.2 (50) (50)
to Forestry Tasmania 5.2 (113) (113)
to Metro Tasmania Pty Ltd 5.2 5) (5)
to Tasmanian Public Finance Corporation 5.2 (730) (730)
to Tasmanian Railway Pty Ltd 5.2 (20) (20)
to Tasmanian Irrigation Pty Ltd 5.2 (22) (22)
to Tasmanian Ports Corporation Pty Ltd 5.2 (8) (8)
(898) (898)
Balance as at 30 June 2017 4974 4704 9678
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Statement of Changes in Equity for the year ended
30 June 2017
Total State
Asset
Revaluation Accumulated Other
Reserve Funds Reserves Total
$m $m $m $m

Balance as at 30 June 2015 5225 3 346 43 8614
Comprehensive Result 2015-16 380 (1 843) 3 (1 459)
Other movements 45 (45)
Balance as at 30 June 2016 5 650 1459 46 7 155
Comprehensive Result 2016-17 558 1961 4 2523
Other movements? (114) 114
Balance as at 30 June 2017 6 094 3534 50 9678

Note:

1. Other movements reflects an adjustment to the opening balance of the Asset revaluation reserve and Accumulated
funds as a result of a late change to the closing balances that is not recognised in the Total State Sector balances.
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NOTES TO THE TREASURER’S ANNUAL
FINANCIAL STATEMENTS
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Note 1 Disaggregated Information

The following tables present the Statement of Comprehensive Income, Statement of Financial Position and
Statement of Cash Flows for the GGS, PNFC and PFC Sectors.

The Total Non-Financial Public Sector represents the consolidated total of the GGS and PNFC Sectors.
The Total State Sector represents the consolidation of GGS, PNFC and PFC Sectors. Total State
Inter-Sector Eliminations are presented to allow reconciliation between the individual Sectors and the
Total State Sector financial statements.
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Note 1 Disaggregated Information — Statement of Comprehensive Income by Sector

General Public Public Inter-sector Total Total
Government Non-Financial Financial Eliminations Non-Financial State
Sector Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m | $m $m $m $m
Revenue from transactions
Grants 4 368 3510 192 194 188 196 4 377 3512 4373 3508
Taxation 1103 1068 46 45 1 057 1023 1057 1023
Sales of goods and services 407 375 2885 2741 142 139 48 42 3247 3076 3386 3212
Fines and regulatory fees 99 96 4 5 95 91 95 91
Interest income 18 20 12 9 221 220 118 143 31 28 134 105
Dividend, tax and rate equivalent income 297 222 1 1 81 48 297 222 82 66 82 48
Other revenue 186 143 39 31 1 10 224 164 224 164
6 478 5434 3130 2975 444 406 702 664 9113 7 960 9 351 8 151
Expenses from transactions
Employee expenses 2386 2 266 392 375 6 6 2777 2641 2784 2 647
Superannuation 339 301 48 48 1 387 348 388 349
Depreciation 257 253 293 297 549 550 550 550
Supplies and consumables 1203 1128 1844 1744 156 143 54 56 2996 2819 3149 2959
Nominal superannuation interest expense 235 259 23 30 257 289 258 289
Borrowing costs 10 10 129 153 176 182 140 164 117 142 174 181
Grant and subsidy expenses 1225 1125 41 38 5 5 188 196 1082 971 1083 972
Dividend, tax and rate equivalent expense 215 157 81 65 297 222
Other expenses 20 30 89 93 24 25 85 97 86 97
5674 5372 3073 2934 425 402 702 664 8 252 7 857 8 470 8 044
Equals NET OPERATING BALANCE 804 62 57 41 19 4 861 103 881 107
Plus Other economic flows — Included in Operating
Result
Gain/(loss) on sale of non-financial assets (5) (6) 1 1) 4 ) (4) )
Revaluation of equity investment in PNFC/PFC sectors 864 14 864 14 815 32
Revaluation of superannuation liability 1215 (1513) 143 (138) 1 ) 1358 (1 651) 1359 (1 652)
Other gains/(losses) 37 31 (397) (343) 64 28 (10) (349) (313) (285) (284)
2111 (1 475) (253) (482) 66 27 854 14 1820 (1939) 1070 (1 944)
Equals Operating Result 2916 (1413) (197) (441) 85 31 854 14 2681 (1 836) 1 950 (1837)
Plus Other economic flows — Other movements in equity
Revaluations of non-financial assets 487 1 71 380 558 380 558 380
Other non-owner movements in equity 18 (6) 7 4 1) 10 (1) 15 (4) 15 (2)
505 (5) 77 383 (1) 10 (1) 572 376 572 378
Equals Comprehensive Result 3421 (1418) (119) (58) 85 29 864 14 3253 (1 459) 2523 (1 459)
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Note 1 Disaggregated Information (continued) — Statement of Comprehensive Income by Sector

General Public Public Inter-sector Total Total
Government Non-Financial Financial Eliminations Non-Financial State
Sector Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m $m $m $m $m
KEY FISCAL AGGREGATES
NET OPERATING BALANCE 804 62 57 41 19 4 861 103 881 107
Less Net acquisition of non-financial assets
Purchases of non-financial assets 416 352 482 373 898 725 899 725
less Sales of non-financial assets 31 41 3 9 34 50 34 50
less Depreciation 257 253 293 297 549 550 550 550
128 58 187 67 314 126 315 126
Equals FISCAL BALANCE — SURPLUS/(DEFICIT) 677 4 (130) (26) 19 4 547 (22) 566 (19)
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Note 1 Disaggregated Information (continued) — Statement of Financial Position as at 30 June by Sector

General Government Public Public Inter-sector Total Total
Sector Non-Financial Financial Eliminations Non-Financial State
Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m $m $m $m $m
Assets
Financial Assets
Cash and deposits 1253 1327 332 369 13 19 1226 1316 1586 1696 373 399
Investments 87 44 101 2 9 535 9113 3120 3169 188 45 6 603 5990
Equity Investments:
PNFC and PFC sectors 5 266 4395 5 259 4 395 1337 522
Other equity investments 20 20 74 140 25 94 159 94 184
Receivables 325 315 569 575 30 43 10 5 885 886 914 928
Other financial assets 792 799 1174 788 258 287 798 851 1204 765 1425 1023
7744 6 899 2 250 1873 9 836 9 486 10 414 9735 5295 4073 9 409 8523
Non-financial assets
Land and buildings 6 026 5786 301 297 6 327 6 083 6 327 6 083
Infrastructure 4 687 4278 7 861 7 698 12 548 11976 12 548 11976
Plant and equipment 241 242 250 259 1 1 491 502 492 502
Heritage and cultural assets 462 461 14 11 476 472 476 472
Biological assets 154 199 154 199 154 199
Investment property 3 2 16 15 3 2 20 18
Goodwill 19 19 19 19 19 19
Intangible assets 56 46 183 162 1 1 238 208 239 209
Assets held for sale 11 14 1 1 12 15 12 15
Other non-financial assets 41 34 77 85 118 118 118 118
11 527 10 863 8 860 8 730 18 17 20 387 19 593 20 405 19 610
Total Assets 19 271 17 762 11 110 10 603 9 854 9503 10 414 9735 25681 23 667 29 814 28 133
Liabilities
Borrowings 550 625 2 756 2738 7172 7674 4313 4 453 3305 3363 6 165 6 584
Superannuation 7 873 8841 654 904 7 8 8 527 9745 8534 9753
Employee entitlements 632 592 100 96 1 1 733 688 734 689
Payables 136 141 513 495 9 19 44 36 640 633 614 618
Other liabilities 395 409 3164 2 497 1328 1279 798 851 2799 2 084 4 089 3334
Total Liabilities 9 586 10 607 7188 6 730 8 516 8 981 5 155 5 340 16 004 16 512 20 136 20978
Net Assets 9 685 7 155 3922 3873 1337 522 5259 4 395 9678 7 155 9678 7 155
Equity
Accumulated funds 4711 2 668 467 542 597 512 2234 2 263 3544 1469 3534 1459
Asset revaluation reserve 4974 4 486 1120 1163 6 094 5650 6 094 5 650
Equity transfers 2 295 2132 730 3026 2132
Other reserves 40 36 10 10 40 36 50 46
Total Equity 9 685 7 155 3922 3873 1337 522 5259 4 395 9678 7155 9678 7 155
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Note 1

Disaggregated Information (continued) — Statement of Financial Position as at 30 June by Sector

General Public Public Inter-sector Total Total
Government Non-Financial Financial Eliminations Non-Financial State
Sector Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m $m $m $m $m
KEY FISCAL AGGREGATES
NET WORTH 9678 7 155 3922 3873 1337 522 5 259 4 395 9678 7 155 9678 7 155
NET FINANCIAL WORTH (1 849) (3708) (4 938) (4 857) 1320 505 5259 4395 (10709) (12439) (10727) (12 455)
NET FINANCIAL LIABILITIES 7 109 8103 4938 4 857 (1 320) (505) 12 046 12 961 10 727 12 455
NET DEBT (791) (746) 2323 2368 (2 376) (1 457) (33) (31) 1532 1622 (811) 196
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Note 1 Disaggregated Information (continued) — Statement of Cash Flows by Sector

General Public Public Inter-sector Total Total
Government Non-Financial Financial Eliminations Non-Financial State
Sector Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m $m $m $m $m
Cash flows from operating activities
Cash received from operating activities
Grants received 4 363 3513 190 193 186 195 4371 3515 4 367 3511
Taxation 1093 1063 25 32 1068 1031 1 068 1031
Sales of goods and services 391 353 3132 2671 151 153 48 42 3478 2984 3627 3134
Fines and regulatory fees 99 115 4 5 94 110 94 110
Interest received 18 20 12 9 198 189 121 145 30 29 107 73
Dividend, tax and rate equivalent income 304 270 81 48 304 270 101 70 81 48
Other receipts 408 371 122 138 5 7 1 1 529 508 534 515
6 676 5704 3 456 3012 435 396 689 690 9672 8 246 9878 8422
Cash payments for operating activities
Employee entitlements (2 350) (2272) (209) (215) 3) ?3) (2 559) (2 487) (2 562) (2 489)
Superannuation (434) (396) (55) (55) (489) (452) (489) (452)
Supplies and consumables (2 194) (1101) (2 338) (1 925) (87) (95) (54) (47) (3481) (2 981) (3 566) (3073)
Borrowing costs (20) (11) (122) (152) (164) (190) (135) (167) (119) (140) (161) (186)
Grants and subsidies paid (1 215) (1 126) (42) (38) (5) (5) (186) (195) (1 074) (973) (1 075) (975)
Other payments (260) (230) (133) (145) (8) (8) (11) (11) (381) (363) (390) (371)
(5 463) (5 135) (2 898) (2 531) (267) (302) (385) (420) (8 104) (7 397) (8 243) (7 547)
Net cash flows from operating activities 1213 569 558 481 168 95 304 270 1569 850 1635 875
Cash flows from investing activities
Net cash flows from non-financial assets
Purchases of non-financial assets (416) (352) (482) (373) (898) (725) (899) (725)
Sales of non-financial assets 31 41 3 9 34 50 34 50
(384) (311) (480) (364) (864) (675) (864) (675)
Net cash flows from financial assets (policy purposes)
Equity injections (785) (41) 55 41 730 (730)
Net advances paid 4) 6 (30) (297) 4) 6 (34) (292)
Equity disposals 2 2 2
(788) (36) 55 41 701 (297) (733) 6 (32) (292)
Net cash flows from financial assets
(liquidity management purposes)
Net (purchase)/sale of investments (40) Q) 54 80 (776) (818) 57 58 14 79 (820) (798)
(40) (1) 54 80 (776) (818) 57 58 14 79 (820) (798)
Net cash flows from investing activities (1 212) (348) (371) (243) (76) (1 115) 57 58 (1 583) (591) (1 716) (1 765)
Cash flows from financing activities
Net borrowing (76) a77) 18 131 (307) 719 (132) (249) (58) (46) (233) 922
Dividend, tax and rate equivalent payments (202) (200) (101) (70) (304) (270)
Other financing 1 1 1
(74) 77) (185) (69) (409) 649 (436) (519) (57) (46) (232) 922
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Note 1 Disaggregated Information (continued) — Statement of Cash Flows by Sector

General Public Public Inter-sector Total Total

Government Non-Financial Financial Eliminations Non-Financial State

Sector Corporations Sector Corporations Sector Public Sector Sector
2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16 2016-17 2015-16
$m $m $m $m $m $m $m $m $m $m $m $m
Net Increase/(decrease) in cash held (74) 45 3 169 (317) (371) (75) (190) (71) 213 (313) 32
Cash and cash equivalents at beginning of the year 1327 1282 466 297 278 649 343 533 1795 1582 1728 1696
Cash and cash equivalents at end of the year 1253 1327 468 466 (39) 278 268 343 1724 1795 1415 1728

KEY FISCAL AGGREGATES

Net cash from operating activities 1213 569 558 481 168 95 304 270 1569 850 1635 875
plus Dividend, income tax and rate equivalent payments (202) (200) (101) (70) (304) (270)
plus Net cash flows from non-financial assets (384) (311) (480) (364) (864) (675) (864) (675)
Equals CASH SURPLUS/(DEFICIT) 829 257 (124) (83) 67 25 705 174 771 199

46

Treasurer’s Annual Financial Report 2016-17




Note 2 Revenue from transactions

Revenue is recognised in the Statement of Comprehensive Income when an increase in future economic
benefits related to an increase in an asset or a decrease in a liability has arisen from a mutually agreed
interaction between two parties and can be measured reliably.

2.1 Grants

Grants paid by the Australian Government are recognised as revenue when control of the underlying assets
is gained. Where grants are reciprocal, revenue is recognised as performance occurs under the grant.

Non-reciprocal grants are recognised as revenue when the grant is received or receivable. Conditional
grants may be reciprocal or non-reciprocal depending on the terms of the grant.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Australian Government sources:
General purpose payments 2299 2 255 2281 2 255 2281
Specific purpose payments 867 902 849 902 849
National partnership payments 355 1 066 222 1066 222
Other grants and subsidies 114 146 158 151 155
3635 4 368 3510 4373 3508
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2.2 Taxation revenue

Revenue from State taxation is recognised upon the first occurrence of either:

e receipt by the State of a taxpayer’s self-assessed taxes and fees; or

e the time the obligation to pay arises, pursuant to the issue of an assessment.

The collectability of receivables is assessed at balance date and specific provision is made for impairment.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Payroll tax 331 333 325 309 300
Taxes on property
Land tax 94 100 97 100 97
Fire service levies
Fire service contribution 40 41 39 41 39
Insurance levy 19 17 17 17 17
Government guarantee fees 22 21 20
Taxes on financial and capital transactions 191 231 216 231 216
Taxes on the provision of goods and services
Gambling taxes
Casino tax and licence fees 56 54 55 54 55
Betting exchange taxes and levies 3 4 4
Lottery tax 31 31 30 31 30
Totalizator wagering levy 7 7 7 7 7
Insurance duty 85 87 83 87 83
Taxes on the use of goods and services
Vehicle registration fees 40 41 39 40 39
Motor vehicle fees and taxes
Motor vehicle duty 43 44 43 44 43
Motor tax 85 87 84 87 84
Motor vehicle fire levy 8 8 8 8 8
1056 1103 1068 1057 1023
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2.3 Sales of goods and services

Amounts earned in exchange for the provision of goods are recognised when the significant risks and
rewards of ownership have been transferred to the buyer. Revenue from the provision of services is
recognised in proportion to the stage of completion of the transaction at the reporting date. The stage of
completion is assessed by reference to surveys of work performed.

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16

Original
Budget Actual Actual Actual Actual
$m $m $m $m $m

Sales of goods and services by entity

Health and Human Services 69 66 71 66 71
Tasmanian Health Service 140 196 161 196 161
Education 37 38 34 38 34
Primary Industries, Parks, Water and Environment 41 49 44 49 44
State Growth 9 12 15 9 12
TasTAFE 25 24 25 24 25
Aurora Energy Pty Ltd 798 771
Forestry Tasmania 126 116
Hydro Tasmania 1423 1319
Motor Accidents Insurance Board 141 139
Tasmanian Networks Pty Ltd 88 111
Tasmanian Ports Corporation Pty Ltd 98 88
Tasmanian Railway Pty Ltd 37 31
TT-Line Company Pty Ltd 228 217
Other 32 22 26 65 75
353 407 375 3 386 3212
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2.4 Fines and regulatory fees

Revenue from fines and regulatory fees is recognised when an obligation to pay arises, pursuant to the
issue of an assessment.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Fines 24 20 15 20 15
Regulatory fees
Abalone licences 5 7 6 7 6
Environment fees 5 4 4 4 4
Driver licences 7 7 6 7 6
Photo licence fees 2 2 2 2 2
Road safety levy 12 13 13 14 13
Quarantine fees 1 2 2 2 2
Other regulatory fees 40 44 47 39 42
97 99 96 95 91
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2.5 Dividend, tax and rate equivalent revenue

The GGS receives a return from the State’s PNFCs and PFCs in the form of dividends, tax equivalent
payments and rate equivalent payments. Income tax and rate equivalent payments are received in
accordance with the National Taxation Equivalence Regime. Revenue is recognised in the period it is
earned. This revenue is eliminated at the Total State Sector level.

Deferred income tax equivalent liabilities of Government Business Enterprises and
State-owned Companies are recognised as a liability in the Statement of Financial Position for the PNFC
and PFC Sectors. A corresponding asset is recognised in the GGS Statement of Financial Position. The
asset and the corresponding liability are eliminated at the Total State Sector level.

The GGS also receives a return from the State’s PNFCs in the form of guarantee fees. Guarantee fees are
recognised as Taxation revenue, consistent with the Australian Bureau of Statistics classification

guidelines.
General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Returns from the PNFC and PFC sectors
Dividend revenue 169 196 163
Income tax equivalents 90 97 55
Rates equivalents 4 4 4
Other dividend revenue 82 48
264 297 222 82 48
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2.6 Other revenue

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Royalty income
Mineral royalties 20 39 15 39 15
Water royalties 2 4 5 4 5
Other revenue by entity1
Education 26 20 20 20 20
Health and Human Services 28 27 23 27 23
Tasmanian Health Service 31 32 38 32 38
State Growth 2 4 2 3 2
Justice 23 20 17 20 17
Police, Fire and Emergency Management 11 13 11 13 10
Primary Industries, Parks, Water and Environment 2 4
State Fire Commission 4
Tasracing Pty Ltd 13 12
Hydro Tasmania 19 10
Other 8 13 5 20 9
154 186 143 224 164
Note:
1. Information in this note may differ from Other revenue disclosed in individual entity financial statements due to

elimination and classification differences.
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Note 3 Expenses from transactions

Expenses are recognised in the Statement of Comprehensive Income when a decrease in future economic
benefits related to a decrease in an asset or an increase in a liability has arisen from a mutually agreed
interaction between two parties and can be measured reliably.

3.1 Employee expenses

Employee entitlements include entitlements to wages and salaries, annual leave, sick leave, long service

leave and other post-employment benefits.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Salaries and wages 2097 2 166 2 056 2530 2 405
Annual leave 130 137 128 163 152
Long service leave 55 54 54 60 60
Fringe benefits tax 5 5 4 7 7
Other 24 24 24 24 24
2311 2 386 2 266 2784 2 647
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3.2 Depreciation

All non-current assets having a limited useful life are systematically depreciated over their useful lives in a
manner which reflects the consumption of their service potential. Land and biological assets, being assets
with an unlimited useful life, are not depreciated. Depreciation is not recognised in respect of heritage
assets and collections as their service potential has not, in any material sense, been consumed during the
reporting period.

Depreciation of buildings, plant and equipment, and infrastructure assets are generally calculated on a
straight line basis. Leasehold improvements are depreciated over the estimated useful lives of the
improvements or the unexpired period of the lease, whichever is the shorter.

The following are typical estimated useful lives for the different asset classes in 2016-17:

Asset Class Useful Life
(years)
Buildings 20 - 80
Computer equipment 3-7
Generation assets 3 - 150
Harbour improvements 23 - 38
Infrastructure assets 20 - 150
Motor vehicles 2 -5
Office equipment 2 - 15
Plant and equipment 2 -20
Roads 15 - 60
Wharves 5-25
General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Depreciation in respect of:
Buildings 120 116 115 123 122
Plant and equipment 53 42 40 74 73
Infrastructure 89 97 94 327 347
Other 2 3 3 26 9
265 257 253 550 550
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3.3 Grant and subsidy expenses

Grant and subsidy expenses are recognised to the extent that: the services required to be performed by the
grantee have been performed; or the grant eligibility criteria have been satisfied.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Payments to school bus operators 49 34 35 34 35
Grants to non-government schools
Australian Government funded 241 245 226 245 226
State Government funded 64 66 60 66 60
Capital assistance 1 1 1 1 1
306 312 288 312 288
Grants to Local Government Sector:
Tasmanian Water and Sewerage Corporation Pty Ltd 9 9 13 9 13
Other grants 90 127 54 127 54
99 135 67 135 67
Grants to PNFC Sector:
Aurora Energy Pty Ltd 39 40 42
Forestry Tasmania 22 14 21
Metro Tasmania Pty Ltd 39 37 40
Tasmanian Railway Pty Ltd 42 42 42
Tasracing Pty Ltd 30 30 30
Other grants 19 19 18
191 182 191
Department of Health and Human Services grants1
Disability services n/a 167 160 167 160
Community services n/a 21 21 21 21
Mental health n/a 20 14 20 14
Specialist Disability Services Over 65s n/a 17 17
NDIS Bilateral Agreement Budget Neutral Adjustment n/a 10 28 10 28
Children and youth services n/a 16 15 16 15
Equal remuneration order n/a 21 17 21 17
Home and community care n/a 14 14 14 14
Supported accommodation assistance n/a 22 20 22 20
Other grants n/a 24 35 24 35
368 332 324 332 324
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3.3 Grant and subsidy expenses (continued)

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Other grants by Agency

Education 8 13 12 13 12
Finance-General 16 25 40 25 40
State Growth 89 117 94 117 94
Aurora Energy Pty Ltd 41 38
Other agencies 81 75 75 74 74
193 229 220 269 258
1206 1225 1125 1083 972

Note:

1. Department of Health and Human Services grants are presented in a consistent format with the Department’s
Annual Report. Comparative amounts have been restated to reflect the current format presented by the
Department. Budget information is not prepared in this format and is not available for inclusion in this Note.
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3.4 Supplies and consumables

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original

Budget Actual Actual Actual Actual
$m $m $m $m $m
Consultants 18 23 16 35 25
Property services 177 164 162 162 159
Maintenance 159 161 153 234 237
Communications 37 40 38 52 49
Information technology 76 94 76 118 101
Travel and transport 46 35 34 47 46
Medical, surgical and pharmacy supplies 198 283 242 283 242
Advertising and promotion 19 23 21 41 42
Operating lease costs 13 29 28 39 39
Tasmanian Risk Management Fund 56 63 57 63 57
Cost of sales 1723 1396
Other supplies and consumables 306 288 300 353 566
1106 1203 1128 3 149 2959
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Note 4 Other economic flows — Included in Operating Result

Other economic flows are changes in the volume or value of an asset or liability that do not result from
transactions. Other economic flows are classified according to those flows that are included in the

Operating Result or Other Movements in Equity.

4.1 Gain/(loss) on sale of non-financial assets

Gains or losses as a result of the sale of non-financial assets are recognised when control of the asset has

passed to the buyer.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16

Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Proceeds on disposal 28 31 41 34 50
Written down value of assets sold (18) (36) (47 (38) (57)
1 (©) (6) 4 (7
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4.2 Other gains/(losses)
Other gains/(losses) include the impairment and write-down of assets.
(i) Impairment — financial assets

Financial assets are assessed at each reporting date to determine whether there is any objective evidence
that any financial assets are impaired. A financial asset is considered to be impaired if objective evidence
indicates that one or more events have had a negative effect on the estimated future cash flows of that
asset.

An impairment loss, in respect of a financial asset measured at amortised cost, is calculated as the
difference between its carrying amount, and the present value of the estimated future cash flows
discounted at the original effective interest rate.

All impairment losses are recognised in the Operating Result in the Statement of Comprehensive Income.

An impairment loss is reversed if the reversal can be related objectively to an event occurring after the
impairment loss was recognised. For financial assets measured at amortised cost and available-for-sale
financial assets that are debt securities, the reversal is recognised in the Operating Result. For
available-for-sale financial assets that are equity securities, the reversal is recognised as
Other economic flows — Other movements in equity.

(i) Impairment — non-financial assets

All Non-financial assets are assessed to determine whether any impairment exists. Impairment exists when
the recoverable amount of an asset is less than its carrying amount. The recoverable amount is the higher
of fair value less costs to sell and its value in use. GGS assets are not used for the purpose of generating
cash flows, therefore an asset’s value in use is based on depreciated replacement cost where the asset
would be replaced if deprived of it.

All impairment losses are recognised in the Operating Result in the Statement of Comprehensive Income.

An impairment loss in respect of goodwill is not reversed. In respect of other assets, impairment losses
recognised in prior periods are assessed at each reporting date for any indications that the loss has
decreased or no longer exists. An impairment loss is reversed if there has been a change in the estimates
used to determine the recoverable amount. An impairment loss is reversed only to the extent that the
asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation or amortisation, if no impairment loss had been recognised.

(iii) Write down of assets

A revaluation is recognised as an expense in the Operating Result to the extent that it reverses a
revaluation increment previously credited to, and still included in the balance of, an asset revaluation
reserve in respect of the same class of asset. In this case, it is debited directly to that revaluation reserve
and recognised within Other economic flows — Other movements in equity.

Where an increment reverses a revaluation decrement previously recognised in the Operating Result, in
respect of that same class of non-current assets, the revaluation increment is recognised in the
Operating Result.
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(iv) Asbestos Compensation Scheme

The Department of Justice is responsible for the administration of the Asbestos Compensation Scheme.
The Scheme is funded through a levy on the premiums of licensed insurers and the notional premiums of
self-insurers. The calculation of the future asbestos compensation levies receivable is based on the fact
that all expenditure incurred by the Scheme over its entire life can be obtained from licensed insurers and
self-insurers through the levy.

The provision for asbestos compensation payable is measured as the present value of the expected future
payments to persons who have an accepted claim for compensation or who are estimated by the actuaries
to be entitled to compensation in the future. For further information on the asbestos compensation
provision, refer to the Annual Report of the Department of Justice.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Amortisation (6) (8) 9 (42) (42)
Assets acquired below fair value 45 45

Fair value of housing assets provided to private

sector 2) (2)
Forestry Tasmania establishment of obligations for

non-commercial zones 4
Increase/(Decrease) in future asbestos

compensation levies receivable (11) 5) (112) (5)
(Increase)/Decrease in provision for asbestos

compensation payable 6 4 6 4
Movement in deferred tax assets 9 ©) 54
Non-financial asset revaluation movements (6) 90 (33) 24 (14)
Other revaluation movements 1 (32) (23) (262) (274)

(21) 37 31 (285) (284)
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Note 5 Financial Assets

Assets are recognised in the Statement of Financial Position when it is probable that the future economic
benefits will flow to the State and the asset has a cost or other value that can be measured reliably.

5.1 Investments

Investments are initially recorded at fair value.

Investments held to maturity are measured at amortised cost using the effective interest method less any
impairment losses subsequent to initial recognition.

The investments in respect of cash held in the Public Account are primarily undertaken through the
Tasmanian Public Finance Corporation. Short-term investments with Tascorp (deposits for more than
five days but less than one year) are carried at their face value and are not adjusted for fluctuations in
market interest rates. Interest is brought to account on an accrual basis.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Loan advances 54 47 44 833 847
Government and institutional securities 40 5770 5142
54 87 44 6 603 5990
Settled within 12 months 24 55 11 4 001 3177
Settled in more than 12 months 30 32 33 2 603 2 813
54 87 44 6 603 5990

Treasurer’s Annual Financial Report 2016-17 61



5.2 Equity investments

Equity investments in the PNFC and PFC Sectors are initially recorded in the GGS financial statements at
the fair value based on the net assets of State-owned Companies and Government Business Enterprises.
Subsequent to initial recognition, equity investments are measured at fair value through profit and loss.

Other equity investments are primarily held by Hydro Tasmania and the Motor Accidents Insurance Board
and are initially recorded at cost in the Statement of Financial Position. Subsequent measurement is at fair
value with any resultant fair value gains or losses recognised as Other economic flows — Included in
Operating Result.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Equity investment in PNFC and PFC sectors 4 483 5259 4 395
MAIB equity investments 25
Hydro investment in joint venture 59 125
Other equity investments 27 20 20 35 34
4510 5279 4415 94 184

During 2016-17, the Government withdrew equity of $50 million from Tasmanian Networks Pty Ltd and
provided equity contributions to the following Government businesses:

e Hydro Tasmania of $50 million;
e Forestry Tasmania Pty Ltd $113 million;
e Metro Tasmania Pty Ltd $5 million;

e Tasmanian Public Finance Corporation of $730 million (related to the transfer of the Mersey Community
Hospital);

¢ Tasmanian Railway Pty Ltd of $20 million;
e Tasmanian Irrigation Pty Ltd of $22 million; and

e Tasmanian Ports Corporation Pty Ltd of $8 million.
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The equity investment in the PNFC and PFC Sectors is comprised of the following values at 30 June 2016

and 30 June 2017:

General Government

2017 2016
Actual Actual
$m $m
Public Non-Financial Corporations Sector
State-owned Companies
Aurora Energy Pty Ltd 108 109
Metro Tasmania Pty Ltd 46 41
Tasmanian Ports Corporation Pty Ltd 240 199
Tasmanian Railway Pty Ltd 113 125
Tasmanian Irrigation Pty Ltd 30 22
Tasracing Pty Ltd 42 41
Tasmanian Networks Pty Ltd 944 920
TT-Line Company Pty Ltd 284 295
Government Business Enterprises
Forestry Tasmania 113 25
Hydro Tasmania 1965 2 096
Port Arthur Historic Site Management Authority 37 32
Private Forests Tasmania
Public Trustee
Statutory Authority
Macquarie Point Development Corporation 39 43
Public Financial Corporations Sector
Government Business Enterprises
Motor Accidents Insurance Board 532 461
Tasmanian Public Finance Corporation 807 63
General Government Consolidation Adjustmentl (52) (82)
5259 4 395

Note:

1. PNFC and PFC entities are for-profit entities and, in accordance with AASB 119 Employee Benefits, are able to
value the superannuation liability using high quality corporate bond rates. However, the Total State Sector is a
not-for-profit entity and, in accordance with AASB 119, is required to use the Government bond rate to value the
Superannuation liability. As part of the consolidation process, an adjustment was made to value PNFC and PFC
superannuation liabilities at the Government bond rate. In addition, the liability recorded by Forestry Tasmania and
Tasmanian Irrigation Pty Ltd, for Government grants received in advance, has been removed.
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5.3 Receivables

Receivables are recognised at amortised cost, less any impairment losses. However, due to the short
settlement period, receivables are not discounted back to their present value.

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original

Budget Actual Actual Actual Actual
$m $m $m $m $m
Trade receivables 207 219 201 688 705
Future asbestos compensation levies receivable 86 78 89 78 89
Less Provision for impairment (11) (8) (20) (19) (21)
Less Provision for fine remissions (8) (12) (10) (11) (10)
274 278 270 736 762
Accrued revenue 29 34 26 157 143
GST receivable 14 13 19 20 23
43 47 45 178 165
317 325 315 914 928
Settled within 12 months 202 234 211 794 782
Settled in more than 12 months 114 91 104 120 145
317 325 315 914 928
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5.4 Other financial assets

Other financial assets are initially recorded at fair value. Other financial assets consist primarily of derivative
transactions that were entered into as designated hedges of underlying physical positions, or as designated
hedges of portfolio interest rate risk. Derivative financial instruments are recorded in the
Statement of Financial Position as payables where the gross amount payable is in excess of the gross
amount receivable, and there is an intention by both parties to settle the transaction on a net basis.
Derivative financial instrument receivables are the opposite of this.

Other financial assets also includes Prepayments. AASB 132 Financial Instruments: Presentation classifies
prepaid expenses as a non-financial asset. However, consistent with Paragraph 44(a)(i) of
AASB 1049 Whole of Government and General Government Sector Financial Reporting, this item has been
classified as a financial asset to harmonise with the Australian Bureau of Statistics Government Finance
Statistics reporting requirements.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Basslink financial asset 333 335
Basslink security deposit 50 50
Deferred tax assets to mirror PNFC/PFC sectors 820 766 779
Derivative financial instruments receivable 846 475
Prepayments 27 24 20 76 82
Other 2 120 81
847 792 799 1425 1023
Settled within 12 months 27 26 20 627 298
Settled in more than 12 months 820 766 779 798 725
847 792 799 1425 1023
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Note 6 Non-Financial Assets

(i) Valuation basis

Land, buildings, infrastructure, long-lived plant and equipment and heritage and cultural assets are, unless
specified, recorded at fair value less accumulated depreciation. All other non-current physical assets,
including work in progress, are recorded at historic cost less accumulated depreciation and accumulated
impairment losses. All assets within a class of assets are measured on the same basis.

Cost includes expenditure that is directly attributable to the acquisition of the asset. The costs of
self-constructed assets includes the cost of materials and direct labour, any other costs directly attributable
to bringing the asset to a working condition for its intended use, and the costs of dismantling and removing
the items and restoring the site on which they are located. Purchased software that is integral to the
functionality of the related equipment is capitalised as part of that equipment.

When parts of an item of property, plant, equipment and infrastructure have different useful lives, they are
accounted for as separate items (major components) of property, plant, equipment and infrastructure.

Fair value is based on the highest and best use of the asset. Unless there is an explicit Government policy
to the contrary, the highest and best use of an asset is the current purpose for which the asset is being
used, or building occupied.

Infrastructure assets include such items as road, bridge, rail and water infrastructure assets:

e Road infrastructure valuation is based on depreciated replacement cost, calculated on a base unit
construction cost rate per square metre of given road carriageway area. The rate is then adjusted to
reflect the additional factors that contribute significantly to the replacement cost. These factors include:
land use; traffic volumes; and whether a road is a national highway. The road replacement cost gives
the cost to provide a new road of the existing standard, less accumulated depreciation. Full valuation
occurs every five years, with the last valuation conducted in 2013. Values are indexed annually using
the ABS Current Road and Bridge Construction Index Number (ABS 6427.0 Table 16).

e Land under roads and within road reserves value is determined by the Valuer-General every five years
from the most recent valuations of land titles adjoining and within a 200 metre corridor of the State road
network. The Valuer-General provides average values per hectare or square metre for the urban and
non-urban sectors in each Municipality.

e Bridge infrastructure valuation is based on depreciated replacement cost, calculated from base unit
rates for construction of different bridge types. Full valuation occurs every five years, with the most
recent valuation completed in 2012. Values are indexed annually using the ABS Current Road and
Bridge Construction Index Number (ABS 6427.0 Table 16).

« Hydro electricity generation assets recorded at fair value are based on a Tasmanian energy price curve
derived by Hydro Tasmania from the published three-year Victorian energy price curve. Gas-fired
generation assets are carried at fair value based on an independent valuation. For further information
regarding the valuation of these assets, please refer to the Annual Report of Hydro Tasmania.

e Aurora Energy Pty Ltd values PAYG Payguard assets at their written-down optimised replacement
value.

o Electricity network assets are categorised as transmission assets and distribution assets. Network
assets are valued according to the Australian Energy Regulator's regulated asset base. For further
information on the valuation of these assets, refer to the Annual Report of Tasmanian Networks Pty Ltd.
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e Port infrastructure assets held by the Tasmanian Ports Corporation Pty Ltd are reported at fair value
less accumulated depreciation and impairment.

The Department of Education holds specialised buildings and infrastructure assets, such as school
buildings. The fair value of the specialised buildings and infrastructure is estimated by the depreciated
replacement cost method. With specialised school buildings, a utility factor has been applied which reflects
the service capacity of the asset.

Heritage assets and collections are defined as those non-current physical assets that the State intends to
preserve because of their unique historical, cultural or environmental attributes. This category primarily
consists of the Tasmanian Museum and Art Gallery collections and the State Library’s Tasmanian heritage
collection.

The Tasmanian Museum and Art Gallery collections are recognised at fair value. The collection was last
valued by internal review conducted by management and specialist staff as at 30 June 2017. The valuation
of Heritage and cultural assets was last undertaken by an independent specialist valuer
RHAS Chartered Valuers and Brokers as at 30 June 2015. The valuation was undertaken in accordance
with accounting standards for fair value applicable to cultural and heritage collections.

The determination of the fair market value is a combination of two distinct components: individual valuation
of iconic items in the collection, and representative sampling of the remaining objects. Individual valuation
relies upon the specialist expertise of the valuer and their knowledge of the market. The representative
sampling derives an average value which is assigned to the remaining objects. The valuation was based on
a combination of internal records, specialised knowledge and market information about reproduction
materials.

The State Library’s Tasmanian collection is recognised at fair value. These items are not depreciated as
they do not have a limited useful life, as appropriate curatorial practices are in place.

Biological assets comprise the forest crop of Forestry Tasmania. For 2016-17, Forestry Tasmania engaged
Indufor for the provision of forest valuation services. Prior to 2017, Forestry Tasmania had used
James W Sewall Company for this purpose since 2010. The methodology used to estimate the value for
biological assets is for those assets to be measured at fair value less costs to sell. With the passing of the
Tasmanian Forest Agreement Act 2013, Forestry Tasmania is now responsible for the permanent timber
production zone. The forest estate valuation reflects the quantities available for harvest under that Act.

The forest under management is divided into two areas:
e general forest zone; and
e special timbers zone.

Due to the different uses and restrictions on these areas, separate valuations have previously been
derived. Further, given that valuations for the special timbers zone (and formal forest reserves in prior
years) result in negative valuations, these items have been recognised separately as a liability in the
Statement of Financial Position. In 2017, this valuation is included in the overall biological asset value.

For further information regarding valuation of forest assets, refer to the Annual Report of
Forestry Tasmania.
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National Parks, Reserves and Conservation Areas which are held by the Department of Primary Industries,
Parks, Water and Environment, have all been valued at fair value for their existing use with no
consideration of a higher, better or more economic use of the land than the current use. The amount of
discounting or adjustment made to market sales evidence for valuation purposes depends on a variety of
factors including type of land, access, area and reservation status.

(i) Subsequent costs

The cost of replacing part of an item of property, plant and equipment is recognised in the carrying amount
of the item if it is probable that the future economic benefits will arise and if its costs can be measured
reliably. The carrying amount of the replaced part is derecognised. The costs of day-to-day servicing of
property, plant and equipment are recognised as expenses in the Statement of Comprehensive Income as
incurred.

(iii) Asset recognition threshold

The asset capitalisation threshold adopted by the General Government and State Sectors is between
$5000 and $10000. Assets valued at less than $5000 are charged to the Statement of
Comprehensive Income in the year of purchase (other than where they form part of a group of similar items
which are material in total).

(iv) Revaluations

Non-current assets are revalued with sufficient regularity to ensure they reflect fair value at balance date. In
accordance with AASB 116 Property, Plant and Equipment, in years between valuations, indices are
supplied by qualified valuers to index valuations to fair value.

Assets are grouped on the basis of having a similar nature or function.

6.1 Land and buildings

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Land
Land at fair value 1528 2091 2 005 2175 2085
Land at cost 1 1
1528 2 091 2 005 2176 2086
Buildings
Buildings at fair value 6 493 5487 5370 5 636 5501
Buildings at cost 211 284 175 457 343
Less Accumulated depreciation (2134 (1 838) (1 765) (1943) (1.848)
4571 3933 3780 4151 3997
6 099 6 026 5786 6 327 6 083
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6.2 Infrastructure
General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Infrastructure at fair value 8 231 8121 7 367 18 304 17 161
Infrastructure at cost 42 170 38 1160 788
Less Accumulated depreciation (3 494) (3 605) (3127) (6 916) (5973)
4779 4 687 4278 12 548 11 976
6.3 Plant and equipment
General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Plant and equipment at fair value 50 25 53 162 180
Plant and equipment at cost 415 459 446 792 784
Less Accumulated depreciation (240) (243) (258) (462) (462)
225 241 242 492 502
6.4 Heritage and cultural assets
General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
At fair value:
Tasmanian Museum and Art Gallery 410 408 408 408 408
Other heritage and cultural assets 92 54 54 68 64
502 462 461 476 472
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6.5 Biological assets

General Government Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
At valuation:

Standing timber 154 199
154 199
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6.6 Reconciliation of non-current assets

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an
orderly transaction between market participants at measurement date. It is based on the principle of an
exit price, and refers to the price an entity expects to receive when it sells an asset, or the price an entity
expects to pay when it transfers a liability.

Valuation techniques used to measure fair value shall maximise the use of relevant observable inputs and
minimise the use of unobservable inputs.

Agencies make an assessment as to which level on the fair value hierarchy assets should be valued at,
based on inputs to valuation techniques used to measure fair value.

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or liabilities that the
entity can access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset
or liability, either directly or indirectly.

Level 3 inputs are unobservable inputs for the asset or liability. The majority of the General Government’s
land, buildings and infrastructure are specialised assets with no active markets against which to be valued.
As such, the majority of assets are valued as Level 3 inputs.

Note that where an asset has been assigned a value in the fair value hierarchy, these amounts may not
necessarily sum to the line item amount. For example, the sum of Level 2 and Level 3 Land and buildings
may not agree to total Land and buildings. This is due to some assets not being assigned a level in the fair
value hierarchy.

(a) Assets where the current use is not the highest and best use

Unless there is an explicit Government policy to the contrary, in most instances the highest and best use of
an asset is the purpose for which that asset is currently used/occupied.
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6.6 Reconciliation of non-current assets (continued)

General Government Sector

Land and buildings

Infrastructure

Plant and equipment Heritage and cultural Total

Carrying Carrying Carrying Carrying Carrying

Value Level 2 Level 3 Value Level 3 Value Level 3 Value Level 2 Value

$m $m $m $m $m $m $m $m $m $m

2017
Carrying amount at 1 July 2016 5786 1978 3779 4278 4 264 242 24 461 453 10 767
Opening balance adjustment1 (23) a7) (5) 10 10 (13)
Additions 196 27 59 146 146 43 1 1 386
Disposals (44) (13) (30) (13) (56)
Revaluation
increments/(decrements) 247 98 149 350 350 3 3 599
Transfers in/(out) (16) (11) (99) 7 . (9)
Depreciation (118) (26) (89) (96) (91) (41) (2) (256)
Carrying amount at 30 June 2017 6 026 2035 3764 4 687 4679 241 25 462 453 11 418
2016
Carrying amount at 1 July 2015 5 686 1924 3739 4 333 4 315 233 24 478 403 10 730
Additions 190 10 176 101 101 58 349
Disposals (23) (15) @ (16) (39)
Revaluation

increments/(decrements) 72 22 50 (62) (62) (@) a7 an (8)
Transfers in/(out) (24) 65 (92) 2 8 67 (14)
Depreciation (116) (28) (87) (96) (89) (40) Q) (252)
Carrying amount at 30 June 2016 5 786 1978 3779 4278 4264 242 24 461 453 10 767

Notes:

1. The adjustment reflects the restatement of comparatives undertaken by the Department of Health and Human Services, the Department of Police, Fire and Emergency Management
and the Department of Primary Industries, Parks, Water and Environment due to a prior period error. For further details, refer to the Annual Report of each Department.

72

Treasurer’s Annual Financial Report 2016-17



6.6 Reconciliation of non-current assets (continued)

Total State Sector

Land and buildings Infrastructure Plant and equipment Heritage and Biological Total
cultural Assetsl
Carrying Carrying Carrying Carrying Carrying Carrying
Value Level2 Level 3 Value Level2 Level3 Value Level2 Level 3 Value Level 2 Value Value
$m $m $m $m $m $m $m $m $m $m $m $m $m
2017
Carrying amount at 1 July 2016 6 083 2047 3911 11976 194 11377 503 125 24 472 453 199 19 232
Opening balance adjustment2 (24) a7) 5) 13 13 (11)
Additions 201 28 61 538 12 276 66 5 1 1 2 808
Disposals (45) (13) (30) (4) (14) (63)
Revaluation increments/(decrements) 251 101 150 379 5 493 3 3 3 (47) 589
Transfers in/(out) 9) 19 (126) (21) 88 6 . (24)
Depreciation (131) (27) (93) (333) (18) (298) (72) (8) (2) (536)
Carrying amount at 30 June 2017 6 327 2138 3867 12548 193 11949 492 122 25 476 453 154 19 996
2016
Carrying amount at 1 July 2015 5984 2023 3835 11676 179 11021 495 118 24 488 403 153 18 796
Additions 192 10 176 401 21 102 83 14 2 678
Disposals (27) (18) (8) (6) (23) (55)
Revaluation increments/(decrements) 83 24 58 274 8 370 (2) 1 (16) a7) 54 393
Transfers in/(out) (21) 36 (60) (20) 197 18 . 67 (20) (32)
Depreciation (128) (29) (90) (349) (15) (313) (72) (8) ()] (548)
Carrying amount at 30 June 2016 6 083 2047 3911 11976 194 11 377 502 125 24 472 453 199 19 232

Notes:

1. All Biological assets are valued at fair value Level 3.
2. The adjustment reflects the restatement of comparatives undertaken by the Department of Health and Human Services, the Department of Police, Fire and Emergency
Management, the Department of Primary Industries, Parks, Water and Environment and Tasmanian Networks Pty Ltd due to a prior period error. For further details, refer to the

Annual Report of each entity.
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(b) Level 3 significant valuation inputs and relationship to fair value

Below are some of the larger Level 3 amounts. A more comprehensive presentation of the fair value hierarchy can be found in the financial statements for
each Agency.

Agency Description Significant unobservable Possible alternative Sensitivity of fair value to changes in level 3 Fair value at

inputs used in valuation values for level 3 inputs 30 June 2017

inputs $m

Department of Land — with no 1. economic conditions No alternative valuesl Economic conditions have stabilised over the 182
Education active markets 2. availability of and demand past 12 months with demand at subdued levels.
and/or significant for similar assets for sale Interest rates are at historical lows and are
restrictions 3. costs of credit expected to remain at those levels. As a result, it

is unlikely that significant variations in values will

arise in the short-term.

Buildings — specific 1. construction costs No alternative values?! Tasmanian construction indexes have remained 1108

purpose/use 2. design life stable. Design and useful lives are reviewed

buildings 3. age and condition of asset regularly but generally remain unchanged. As a

4. remaining useful life result, it is unlikely that significant variations in
values will arise in the short-term.

Department of Land (specialised)  Restricted use discount 20 — 80 per cent A significant increase/(decrease) in the discount 935
Primary (25 per cent) adjustment would result in a significantly lower
Industries, (higher) fair value.
Parks, Water Indexation Factor 7.0 per cent

and Environment

Note:
1. When valuing these assets, their existing use and likely alternative uses are taken into account by valuers. As a result, it is unlikely that alternative values will arise unless
there are more changes in known inputs.
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Agency Description

inputs used in valuation

Significant unobservable

Possible alternative
values for level 3

inputs

Sensitivity of fair value to changes in level 3

inputs

Fair value at
30 June 2017
$m

Department of Road Infrastructure 1. Labour and material costs
State Growth to replace

2. Useful life of road
components
3. Annual indexation factor

Bridges 1. Labour and material costs
to replace

2. Useful life of bridges

3. Annual indexation factor

$95 - $172 per

square metre

15 years - unlimited

0.8 per cent

$1 601 - $10 666 per
square metre

25 - 250 years

0.8 per cent

Increase/(decrease) in replacement costs would
result in an increase/(decrease) in the fair value.

Increase/(decrease) in useful life would result in
an increase/(decrease) in the fair value.
Increase/(decrease) in indexation factor would
result in an increase/(decrease) in the fair value.
Increase/(decrease) in replacement costs would
result in an increase/(decrease) in the fair value.

Increase/(decrease) in useful life would result in
an increase/(decrease) in the fair value.
Increase/(decrease) in indexation factor would
result in an increase/(decrease) in the fair value.

2 696

1432
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Agency Description Significant unobservable inputs used in valuation  Possible Sensitivity of fair value to changes in Fair value
alternative level 3 inputs at
values for 30 June
level 3 inputs 2017

$m

Tasmanian Buildings Valuation based on a notional 5-10years Current market rent increase/(decrease) will 67

Networks Lease for 5 or 10 years at a current market rent, result in an increase/(decrease) in the fair

Pty Ltd adjusted annually for CPI. value of the property.

Infrastructure 1. Network assets —The fair value of Network assets na Increase/(decrease) in the CPI will 2720
(Regulated Asset is calculated as the future revenue allowed to be increase/(decrease) the fair value of the
Base) earned from network assets. Future revenue on assets.
network assets is calculated using the weighted
average cost of capital, determined by the
Australian Energy Regulator (currently 8.28% for
distribution assets and 6.33% for transmission
assets).
2. Communications — depreciated replacement cost  CPI Increase/(decrease) in the price of modern 29
with reference to the cost of modern equivalent equivalents will increase/(decrease) the
assets, adjusted to reflect: current capacity, age, value of the assets. Increase/(decrease) in
design and remaining useful life. the useful lives of the assets will
increase/(decrease) the value of the assets.
3. Easements — based on cost of modern equivalent  CPI Increase/(decrease) in the price of modern 77

assets, adjusted for current capacity.

equivalents will increase/(decrease) the

value of the assets.

76
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Agency Description Significant unobservable Possible alternative Sensitivity of fair value to changes in level 3 Fair value at
inputs used in valuation values for level 3 inputs 30 June 2017
inputs $m
Forestry Land and biological  Price, cost and discount rates.  n/a e Price: 5 per cent increase will increase the value 161
Tasmania assets by $52 million.
e Discount rate: 1 percent increase/(decrease)
will  decrease/(increase) the value by
$12 million/($15 million).
e Cost: 5percent increase will decrease the
value by $35 million.
77
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6.7 Investment property

Investment property is property held to earn rental income, for capital appreciation, or for both.
Investment property is recorded at fair value. Property interests held under operating leases are not
classified and accounted for as investment property. Changes in the fair value of investment property are
recorded as Other economic flows within the Statement of Comprehensive Income. Investment property is
not depreciated.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Land and buildings — Level 2 3 3 2 20 18
20 18

6.8 Intangible assets

An intangible asset is recognised where:

e itis probable that an expected future benefit attributable to the asset will flow to the entity; and
¢ the cost of the asset can be reliably measured.

Intangible assets are valued at fair value where an active market exists and are amortised on a straight line
basis over their estimated useful life. Where no active market exists, intangibles are recorded at cost less
amortisation and impairment losses.

General Government Total Statel
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Carrying amount
Intangible assets 97 106 97 559 489
Less Accumulated amortisation (45) (50) (51) (321) 280
52 56 46 239 209
Reconciliation of movements
Carrying amount 1 July 46 46 43 209 194
Additions 7 17 11 76 60
Disposals Q) (2)
Amortisation expense (1) (7) (8) (46) (45)
Carrying amount 30 June 52 56 46 239 209

Note:
1. Intangible assets recognised in the PNFC and PFC Sectors are primarily recorded at cost.
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@) General Government Fair Value Hierarchy

Carrying Fair value measurement

value Level 1 Level 2 Level 3

$m $m $m $m

Carrying amount 1 July 2016 46 9 6
Additions 17
Disposals Q)

Amortisation expense (7) (2)

Revaluation increments/(decrements) 1 (4)

Carrying amount 30 June 2017 56 10 5

6.9 Assets held for sale

Assets held for sale (or disposal groups comprising assets and liabilities) that are expected to be recovered
primarily through sale rather than continuing use are classified as held for sale. Immediately before
classification as held for sale, the assets (or components of a disposal group) are remeasured in
accordance with accounting policies. Thereafter, the assets (or disposal group) are measured at the lower

of carrying amount and fair value less costs to sell.

General Government

Total State

2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Land
Buildings 3
Plant and equipment
5 11 14 12 15
Settled within 12 months 11 14 12 15
11 14 12 15
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6.10 Other non-financial assets

Inventories held for distribution are valued at cost adjusted, when applicable, for any loss of service
potential. Inventories acquired for no cost or nominal consideration are valued at current replacement cost.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Inventory 17 19 21 97 105
Library book stock 15 11 12 11 12
Deposit on building1 11 11 .
Other 1 1
32 41 34 118 118
Settled within 12 months 17 19 22 97 105
Settled in more than 12 months 15 22 12 22 13
32 41 34 118 118

Note:
1 The Department of State Growth has capitalised an $11 million grant paid to the Devonport City Council as a
deposit on a future Government building asset.
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Note 7 Liabilities

Liabilities are recognised in the Statement of Financial Position when it is probable that an outflow of
resources embodying economic benefits will result from the settlement of a present obligation and the
amount at which the settlement will take place can be measured reliably.

7.1 Borrowings

Bank loans and other loans are initially measured at fair value, net of transaction costs. Bank loans and
other loans are subsequently measured at amortised cost using the effective interest rate method, with
interest expense recognised on an effective yield basis.

The effective interest rate method is a method of calculating the amortised cost of a financial liability and
allocating interest expense over the relevant period. The effective interest rate is the rate that exactly
discounts estimated future cash payments through the expected life of the financial liability, or where
appropriate, a shorter period.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Domestic and foreign borrowings 441 335 410 5 946 6 364
Australian Government debt 193 215 215 215 215
Finance leases 5 5
634 550 625 6 165 6 584
Settled within 12 months 429 323 400 2 651 2344
Settled in more than 12 months 204 226 225 3514 4 240
634 550 625 6 165 6 584

Domestic and foreign borrowings for the General Government Sector includes the overnight end of year
borrowing of $310 million, undertaken on 30 June 2017 ($385 million at 30 June 2016). This borrowing is
undertaken to increase the Government’'s cash holdings to equal the estimated balance of the
Special Deposits and Trust Fund.
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7.2 Employee entitlements

Liabilities for wages and salaries and annual leave are recognised when an employee becomes entitled to
receive a benefit. Those liabilities expected to be realised within 12 months are measured as the amount
expected to be paid. Other employee entitlements are measured as the present value of the benefit at
30 June 2017, where the impact of discounting is material, and at the amount expected to be paid if
discounting is not material.

A liability for long service leave is recognised, and is measured as the present value of expected future
payments to be made in respect of services provided by employees up to the reporting date.

General Government Total State
2016-17 2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Accrued salaries and wages 48 54 43 56 44
Annual leave 148 165 153 204 190
Long service leave 371 395 377 449 429
Other employee entitlements 17 19 19 25 25
583 632 592 734 689
Settled within 12 months 243 249 228 332 306
Settled in more than 12 months 340 384 364 402 382
583 632 592 734 689
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7.3 Payables

Payables, including goods received and services incurred but not yet invoiced, are recognised at amortised
cost, which due to the short settlement period equates to face value when there is an obligation to make

future payments as a result of a purchase of assets or services.

General Government Total State
2016-17  2016-17 2015-16  2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Trade creditors 72 84 71 455 427
Accrued expenses 52 49 67 152 183
Other 10 2 3 7 8
135 136 141 614 618
Settled within 12 months 135 136 141 614 618
135 136 141 614 618
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7.4 Other liabilities

Other liabilities are recognised in the Statement of Financial Position when it is probable that an outflow of
resources embodying economic benefits will result from the settlement of a present obligation and the
amount at which the settlement will take place can be measured reliably.

General Government Total State
2016-17  2016-17 2015-16 2016-17 2015-16
Original
Budget Actual Actual Actual Actual
$m $m $m $m $m
Basslink facility swap fee 334 410
Basslink services agreement 588 477
Derivatives 1397 662
Obligation for non-commercial forest zones 8
Onerous contracts® 94 94
Provision for outstanding and unreported claims in MAIB 1034 1003
Revenue received in advance 9 19 8 53 41
Site rehabilitation provision2 51 58
Provision for asbestos compensation payable 96 96 101 96 101
Tasmanian Risk Management Fund Outstanding Claims
Liability 224 233 228 233 228
Other 30 48 71 211 252
359 395 409 4 089 3334
Settled within 12 months 101 112 122 1338 949
Settled in more than 12 months 257 283 286 2751 2 385
359 395 409 4 089 3334

Notes:

1. Onerous contracts reflects provisions held by Hydro Tasmania in regard to its gas contracts, lease liabilities and its
obligation to remediate the Studland Bay Wind Farm foundations. The provision also includes costs associated with
remediating sites that were used for diesel generation in 2016-17.

2. Site rehabilitation provision comprises estimated future cost for Hydro Tasmania to demolish the Bell Bay plant and
the Tamar Valley plant at the end of their useful life and of rehabilitating the sites.
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7.5 Superannuation
(i) Defined contribution plans

A defined contribution plan is a post employment benefit plan under which an entity pays fixed contributions
into a separate entity and where there is no legal or constructive obligation to pay further amounts.
Obligations for contributions to defined contribution plans are recognised as an expense when they fall due.

(i) Defined benefit plans
A defined benefit plan is a post employment benefit plan other than a defined contribution plan.

Superannuation obligations, in respect of the contributory service of current and past government
employees, are recognised at the latest actuarial assessment of the members’ entitlements, net of scheme
assets. The valuation is determined by discounting to present value, the gross benefit payments at a
current, market-determined, risk-adjusted discount rate appropriate to the respective plan.

All gains or losses arising from the actuarial revaluation of superannuation liabilities are recognised as
Other economic flows — Included in Operating Result.

(&) Type of Plan

Unfunded liabilities arise under the Public Sector Superannuation Reform Act 2016, the former
Parliamentary Superannuation Act 1973, the former Parliamentary Retiring Benefits Act 1985 and the
Judges’ Contributory Pensions Act 1968. All of these schemes are now closed to new membership.

In November 2002, Parliament approved legislation that repealed the Parliamentary Superannuation
Act 1973 and the Parliamentary Retiring Benefits Act 1985 with effect from 31 December 2002. The
scheme details have been reproduced as regulations, namely the Public Sector Superannuation Reform
Regulations 2017. The legislation transferred the Parliamentary Superannuation Fund and the
Parliamentary Retiring Benefits Fund as sub-funds of the Retirement Benefits Fund. This decision, which
followed a recommendation from the Parliamentary Superannuation and Retirement Benefits Trust to take
such action, has not altered the benefits payable to Parliamentary Superannuation Fund or Parliamentary
Retiring Benefits Fund members, but has provided administrative efficiencies and reduced costs.

The Public Sector Superannuation Reform Act 2016 created the Superannuation Commission with effect
from 1 April 2017 and transferred the trustee responsibility from the former Retirement Benefits Fund to the
Commission, from that date. The functions and powers of the Commission are specified in the
Public Sector Superannuation Reform Act 2016 and the Public Sector Superannuation Reform
Regulations 2017.

The Superannuation Commission is supported by the Office of the Superannuation Commission which is a
branch of the Department of Treasury and Finance.

These schemes, which are now all closed to new entrants, provide superannuation arrangements for public
sector employees generally, Members of Parliament, the judiciary and statutory legal officers.

Retirement Benefits Fund Scheme

The RBF Scheme was established under the Retirement Benefits Act 1970, but was continued under the
Retirement Benefits Act 1982, the Retirement Benefits Act 1993 and Public Sector Superannuation Reform
Act 2016. Scheme details are contained in the Public Sector Superannuation Reform Regulations 2017.

The RBF Scheme is an unfunded defined benefit scheme. Members contribute between five per cent and
15 per cent of salary, and voluntary contributions and salary sacrifice may be made. This Scheme was
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closed to new entrants from 15 May 1999, with new employees appointed on or after that date initially
becoming members of the RBF non-contributory scheme.

The RBF non-contributory scheme was an unfunded accumulation (or defined contribution) scheme for
those employees not eligible to join the contributory scheme. The employer contributions in respect of
non-contributory employees were at the rate required by the Australian Government’s
Superannuation Guarantee (Administration) Act 1992. The scheme was closed on 25 April 2000, with the
establishment of the fully funded Tasmanian Accumulation Scheme to replace it.

Payments to cover the employer liability component for pensioners and lump sum benefits with respect to
retiring employees are met from the Consolidated Fund.

An independent actuarial assessment is undertaken into the RBF Scheme as at 30 June each financial
year. In the valuation, the actuary includes liabilities of Government Business Enterprises,
State-owned Companies and other statutory authorities, as part of the overall RBF Scheme valuation.

The net liability as at 30 June 2017 is based upon the latest available actuarial assessment, which was
undertaken as at that date. The net liability takes into account funds under management with the RBF.

The division between the current and non-current liability as at 30 June each year is based upon
anticipated superannuation expenditure during the ensuing financial year.

As a consequence of the Public Sector Superannuation Reform Act 1999, the RBF Scheme was closed to
new entrants with effect from 15 May 1999. New public sector employees appointed after that date are now
members of the fully funded TAS or an alternative complying superannuation scheme of their choice. Thus,
there are no liabilities pertaining to employees covered by these arrangements.

The Superannuation Commission also administers three separate funds, Housing Tasmania’s
Superannuation Scheme, the Tasmanian Ambulance Service Superannuation Scheme and the
State Fire Commission Superannuation Scheme.

Parliamentary Superannuation Fund

The PSF is a defined benefit pension scheme established under the provisions of the former
Parliamentary Superannuation Act 1973, and continued under the Public Sector Superannuation Reform
Regulations 2017, and is the older of the two Parliamentary schemes in operation. The scheme was closed
to new members in 1985, but was maintained for parliamentarians who, having been first elected before
that date, were subsequently re-elected to Parliament after a period out of office. The 1999 reforms closed
this scheme to parliamentarians re-elected as described above and therefore allows no parliamentarians to
re-enter the scheme.

The PSF is a partially funded Scheme, with the employer share of the benefits being met by the
Government on an emerging cost basis.

An actuarial valuation of the Scheme was undertaken as at 30 June 2017.
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Parliamentary Retiring Benefits Fund

The PRBF is a closed defined benefit lump sum scheme established under the provisions of the former
Parliamentary Retiring Benefits Act 1985 and continued under the Public Sector Superannuation Reform
Regulations 2017. The scheme covers those members of Parliament first elected after 12 November 1985
and before 1 July 1999. New parliamentarians elected after 1 July 1999 automatically become members of
the TAS unless they elect to join a complying private superannuation scheme.

The Government currently funds this Scheme at the rate of 2.6 times member contributions which is slightly
above the funding level outlined in the Regulations of 2.5 times member contributions. The increase arose
from a recommendation by the then State Actuary. Up until the age of 65, the Regulations require members
to contribute nine per cent of their parliamentary salary in the first 20 years of service which, thereafter, is
reduced to nine per cent of any allowances above the Member’s basic salary.

An actuarial valuation of the Scheme was undertaken as at 30 June 2017.

Judges’ Scheme

Superannuation arrangements for judges are specified in the Judges’ Contributory Pensions Act 1968.
There is no Judges’ Superannuation Fund as such, with the contributions made by judges (at the rate of
five per cent of salary) being deposited into, and all benefits being met from, the Consolidated Fund.

The Judges’ Scheme is a defined benefit scheme that was closed to new entrants with effect from
1 July 1999. Prior to that date, the Solicitor-General, the Director of Public Prosecutions and the
Master of the Supreme Court were also members of this Scheme. Judges and statutory legal officers
appointed after that date become members of TAS unless they elect to join a private complying
superannuation scheme.

The Judges’ Scheme is an unfunded scheme in respect of employer contributions, with all the benefits
being met by the Government on an emerging cost basis.

Housing Tasmania and Tasmanian Ambulance Service Superannuation Schemes

These two liabilities are recognised by the Department of Health and Human Services. Housing Tasmania
is required to meet the emerging cost of pension payments paid in respect of retired employees, where
those employees had a superannuation entitlement that accrued before 1 July 1994. The TASSS balances
reported are provided in respect of those employees who are defined benefit members.

State Fire Commission Superannuation Scheme

The State Fire Commission Superannuation Scheme is a defined benefit scheme held by the
State Fire Commission. It was established for permanent uniformed employees of the
Tasmanian Fire Service. The scheme was closed to new members on 30 June 2005 and the trustee, fund
administration and investment functions are managed by the Superannuation Commission. In the following
tables, details regarding this Scheme are presented as part of the total RBF Scheme.
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(b) Superannuation liability

General Government Total State

2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Settled within 12 months 250 265 276 298
Settled in more than 12 months 7623 8 576 8 258 9 455
7873 8841 8 534 9 753

General Government

2017 Actual 2016 Actual
Present value Fair value of Present value Fair value of
of liability plan assets Total of liability  plan assets Total
$m $m $m $m $m $m
Retirement Benefits Fund

Scheme 9 596 (1 787) 7 809 10 343 (1 586) 8 756
Tasmanian Ambulance Scheme 53 (54) Q) 56 (51) 5
Housing Tasmania Scheme 12 12 13 13
Judges’ Contributory Scheme 36 36 46 46
Parliamentary Schemes 25 (8) 17 27 ()] 20
9722 (1849) 7873 10 485 (1 644) 8 841

The fair value of RBF plan assets includes the property at 21 Kirksway Place, Hobart, controlled by the
Superannuation Commission and occupied by the Office of the Superannuation Commission and other

entities.
Total State
2017 Actual 2016 Actual
Present value Fair value of Present value Fair value of
of liability  plan assets Total of liability  plan assets Total
$m $m $m $m $m $m
Retirement Benefits Fund
Scheme 10 387 (1 916) 8 470 11 404 (1735) 9 669
Tasmanian Ambulance Scheme 53 (54) Q) 56 (51) 5
Housing Tasmania Scheme 12 12 13 13
Judges’ Contributory Scheme 36 36 46 46
Parliamentary Schemes 25 (8) 17 27 (7) 20
10 512 (1978) 8534 11 546 (1793) 9753
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(c) Key actuarial assumptions

2017 Actual 2016 Actual
Expected Expected
rate of Expected rate of Expected
Discount pension rate of salary Discount pension rate of salary
rate increases increases rate increases increases
% % % % % %
Retirement Benefits Fund
Scheme 3.30 2.50 3.00 2.70 2.50 3.00
Tasmanian Ambulance
Scheme 2.95 n/a 3.00 3.30 n/a 4.50
Housing Tasmania Scheme 3.30 2.50 3.00 2.70 2.50 2.70
Judges’ Contributory Scheme 3.30 3.00 n/a 2.70 4.00 n/a
Parliamentary Schemes 3.30 n/a 3.00 2.70 2.50 3.50
(d)  Weighted average durations (years)
Retirement Parliamentary Parliamentary Judges
Benefits Fund Superannuation  Retiring Benefits Contributory
Scheme Fund Fund Pensions
2017 14.6 10.6 2.3 9.5
2016 16.0 11.6 3.3 11.1
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(e) Reconciliation of movements in present value of superannuation liability

2016-17
General Government Total State
RBF Parliament  Judges Tas Housing Total | PNFC/PFC Total
Schemes Ambulance Tas Sectors
$m $m $m $m $m $m $m $m
Balance as at 1 July 10 343 27 46 56 13 10 485 1061 11 546
Current service cost 161 3 163 13 176
Interest cost 274 1 1 1 278 27 304
Actuarial losses/(gains) arising from:
Demographic assumptions (184) ) 2) (187) @an (204)
Changes in financial assumptions (873) 2 (6) (8) 1) (889) (90) (980)
Liability experience 81 Q) 6 85 (20) 66
Contributions by plan participants 42 1 43 3 46
Benefits paid (376) ) ) (5) ) (385) (41) (426)
Transfers in 31 31 (31)
Equity transfer 113 113 (113)
Other (15) 1 (1) (15) 1) 17)
Balance as at 30 June 9 596 25 36 53 12 9722 790 10 512
2015-16
General Government Total State
RBF Parliament  Judges Tas Housing Total [PNFC/PFC Total
Schemes Ambulance Tas Sectors
$m $m $m $m $m $m $m $m
Balance as at 1 July 8724 25 43 53 13 8 858 934 9792
Current service cost 141 3 144 12 156
Interest cost 316 1 2 2 321 36 357
Actuarial losses/(gains) arising from:
Demographic assumptions 1 1 1
Changes in financial assumptions 1427 3 5 1 2 1437 141 1578
Liability experience 39 1) 1) 1) 36 4 32
Contributions by plan participants 44 1 44 3 48
Benefits paid (332) ) ) 3) Q) (340) (59) (399)
Other (16) (@) (17) (1) (18)
Balance as at 30 June 10 343 27 46 56 13 10 485 1061 11 546
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() Reconciliation of movements in plan assets

2016-17

General Government

Total State

RBF Parliament Judges Tas Housing Total | PNFC/PFC Total
Schemes Ambulance Tas Sectors

$m $m $m $m $m $m $m $m

Balance as at 1 July 1586 7 51 1644 149 1793

Interest income 42 1 43 3 46
Actual return on plan assets less

interest income 216 1 5 222 17 239

Employer contributions 261 1 2 1 1 267 30 297

Contributions by plan participants 42 1 43 3 46

Benefits paid (376) 1) 2) (5) 1) (385) (41) (426)

Other 16 1 17 (32) 17

Balance as at 30 June 1787 8 54 1849 129 1978

2015-16
General Government Total State
RBF Parliament Judges Tas Housing Total [ PNFC/PFC Total
Schemes Ambulance Tas Sectors

$m $m $m $m $m $m $m $m

Balance as at 1 July 1648 8 52 1707 160 1867

Interest income 59 2 61 6 67
Actual return on plan assets less

interest income (35) 1) (36) (©)] (39)

Employer contributions 219 1 2 1 1 224 43 267

Contributions by plan participants 44 1 45 3 48

Benefits paid (332) ) ) ®3) 1) (341) (59) (400)

Other (16) (1) 17) (1) (18)

Balance as at 30 June 1586 7 51 1644 149 1793
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(9) Plan assets at fair value

The expected rate of return on plan assets is determined by weighting the expected long-term return for
each asset class by the target allocation of assets to each asset’s class and allowing for correlations of the
investment returns between asset classes. The returns used for each asset class are net of estimated
investment tax and investment fees. The allocation of assets is the same for both General Government and

Total State Sectors and is shown below:

Level 1

Level 2

Total Fair value (Quoted pricein (Observable inputs,

Level 3
(Unobservable

at 30 June active market) not quoted) inputs)
$m $m $m $m

2017
Cash and cash equivalents 18 8 10
Equity instruments 1290 568 718 4
Debt instruments 492 34 420 38
Derivatives 31 31
Property 19 1 18
Balance at 30 June 2017 1849 611 1196 42
2016
Cash and cash equivalents 58 58
Equity instruments 1364 592 679 94
Debt instruments 212 a7 127 38
Derivatives (4) (4)
Property 15 15
Balance at 30 June 2016 1644 697 816 132

(h) Funding arrangements

Employer contributions to the Superannuation Commission in respect of defined benefit schemes are made

on an emerging cost basis.

e The General Government Sector expects to make a contribution of $286 million during 2017-18
(2016-17: Estimate $271 million; Actual $267 million) to defined benefit schemes.

e The Total State Sector expects to make a contribution of $309 million during 2017-18

(2016-17: Estimate $298 million; Actual $297 million).
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(1) Amounts recognised in profit or loss

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Expenses from transactions
Superannuation expense
Defined benefit schemes 163 144 176 156
Defined contributions schemes 176 157 211 193
339 301 388 349
Nominal superannuation interest expense
Interest cost 278 321 304 357
Expected return on plan assets (43) (61) (46) (67)
235 259 258 289
Other Economic flows- Included in Operating Result
Revaluation of superannuation liability (gain)/loss (1 215) 1513 (1 359) 1652
(641) 2073 (714) 2291
() Historical Analysis
General Government
2017 2016 2015 2014 2013
Financial year ending Actual Actual Actual Actual Actual
$m $m $m $m $m
Present value of defined benefit obligation 9722 10 485 8 858 8 195 7 553
Fair value of plan assets (1.849) (1 644) (1 707) (1572) (1 .481)
(Surplus)/deficit in plan 7873 8 841 7 151 6 623 6 073
Experience adjustments (gain)/loss:
Plan liabilities 85 36 43 97 93
Plan assets (222) 36 (145) (96) (22)
Total Experience adjustments (gain)/loss (138) 72 (201) 1 72
Assumption change (gain)/loss (1076) 1439 489 376 (1 057)
Actuarial (gain)/loss (1 215) 1513 388 377 (985)
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Total State

2017 2016 2015 2014 2013
Financial year ending Actual Actual Actual Actual Actual
$m $m $m $m $m
Present value of defined benefit obligation 10512 11 546 9792 9079 8 429
Fair value of plan assets (1978) (1793) (1 .867) (1722) (1 644)
(Surplus)/deficit in plan 8 534 9753 7925 7 358 6 786
Experience adjustments (gain)/loss:
Plan liabilities 66 32 48 97 24
Plan assets (239) 39 (161) (102) (104)
Total Experience adjustments (gain)/loss 174) 72 (113) (4) (80)
Assumption change (gain)/loss (1.185) 1579 539 395 (1 021)
Actuarial (gain)/loss (1 359) 1652 426 391 (1101)

The experience adjustment for Fund liabilities represents the actuarial loss/(gain) due to a change in the
liabilities arising from the Fund’s experience (for example membership movements, salary increases and
indexation rates) and excludes the effect of changes in assumptions (for example movements in the bond

rate).

(k) Undiscounted Defined Benefit Obligations

Nominal cash flows required to meet the emerging cost of superannuation benefits payable to members are
outlined below. This represents the total cost of benefits payable and includes the General Government and
Total State share, together with the share of benefits that are funded from Scheme assets.

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
No later than 1 year 392 390 423 429
Later than 1 year and no later than 2 years 410 409 443 450
Later than 2 years and no later than 5 years 1310 1311 1414 1442
Later than 5 years and no later than 10 years 2 466 2523 2 663 2777
Later than 10 years and no later than 15 years 2 760 2710 2982 2983
Later than 15 years and no later than 20 years 2 800 2711 3026 2985
Later than 20 years and no later than 25 years 2631 2577 2 843 2839
Later than 25 years and no later than 30 years 2334 2291 2523 2524
Later than 30 years and no later than 35 years 1921 1902 2077 2097
Later than 35 years and no later than 40 years 1416 1435 1532 1582
Later than 40 years and no later than 45 years 898 946 972 1043
Later than 45 years and no later than 50 years 467 521 505 574
Undiscounted defined benefit obligation 19 804 19 726 21 403 21725
After 50 years there is expected to be a reducing level of
cash for a further 25 years totalling approximately: 233 295 252 325
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)] Sensitivity Analysis

If the discount rate was to change in isolation, this would impact the measurement of the
General Government and Total State defined benefits obligation as per the Table below:

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Base Discount Rate
Present value of Defined Benefit Obligation 9722 10 485 10 512 11 546
Discount rate (%) 3.30 2.70 3.30 2.70
Discount Rate minus 1%
Present value of Defined Benefit Obligation 11 257 12 315 12171 13 556
Discount rate (%) 2.30 1.70 2.30 1.70
Impact of change in discount rate 1535 1830 1658 2010
Discount Rate plus 1%
Present value of Defined Benefit Obligation 8 496 9 047 9188 9 967
Discount rate (%) 4.30 3.70 4.30 3.70
Impact of change in discount rate (1 227) (1 438) (1 325) (1579)
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Note 8 Commitments and contingencies

8.1 Schedule of commitments

By type
General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Capital

Property, plant and equipment 449 402 600 409
Infrastructure 125 162 206 351
574 563 806 759
Operating lease 448 218 517 305
Other commitments 2 448 1602 2 485 1659
3 469 2383 3808 2723

Details of operating leases are provided in entity financial statements. A number of State Sector entities
lease property under operating leases. Lease rentals are generally based on negotiated agreements that
reflect the current market rent rates paid for comparable buildings. Entities also lease office equipment,
information technology and medical equipment.

Property, plant and equipment commitments for the General Government Sector primarily relate to
commitments by the Department of Health and Human Services to build or improve existing properties
totalling $404 million ($349 million for 2015-16). This current year balance only includes contractual
commitments. This includes works associated with the major redevelopment of the Royal Hobart Hospital to
a value of $394 million.

Other commitments for the General Government Sector primarily relates to the miscellaneous grant
commitments for the Department of Health and Human Services of $1848 milion as at
30 June 2017 ($1 179 million as at 30 June 2016). The grants include $1 257 million relating to the
National Disability Insurance Scheme Cash Contribution.

Other commitments also includes $226 million disclosed by the Department of State Growth ($126 million
for 2015-16) primarily for amounts payable to clients over a period of one year or greater where the actual
amount payable is dependent upon expenditure being incurred and certain conditions being met and a
claim being submitted and approved for payment.
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By maturity

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Capital
Not later than 1 year 324 256 474 404
Later than 1 year and no later than 5 years 250 308 332 355
Later than 5 years
574 563 806 759
Operating lease
Not later than 1 year 107 74 123 91
Later than 1 year and no later than 5 years 198 115 238 166
Later than 5 years 143 30 156 48
448 218 517 305
Other commitments
Not later than 1 year 632 504 657 545
Later than 1 year and no later than 5 years 1456 1001 1467 1016
Later than 5 years 360 97 361 98
2448 1602 2 485 1659
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8.2 Contingent assets and liabilities

Contingent assets and liabilities are not recognised in the Statement of Financial Position due to uncertainty
regarding the amount or timing of the underlying claim or obligation.

Quantifiable contingencies

A quantifiable contingent asset is a possible asset that arises from past events and whose existence will be
confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly
within the control of the entity.

2017 2016
GGS PNFC PFC State GGS PNFC PFC State
$m $m $m $m $m $m $m $m

Assets

Community housing1 142 142 64 64
Better Housing Futures? 471 471 467 467
GST credits — TOTE Tasmania
Pty Ltd3 26 26 29 29
639 639 560 560
Liabilities
Agency litigation 12 1 13 8 2 10
Asbestos removal from traffic
signs 4 4 4 4
Guarantees:
Incat Tasmania Pty Ltd4 10 10
Silo Hotel Pty Ltd® 12 12
Government businesses and
statutory authorities® 68
Other 1 1
Tasmanian Railway Pty Ltd
flood related remediation
costs’ 1 1
107 2 41 12 2 14

Notes:

1. Community housing properties represent dwellings for which legal title is held by community organisations, but for
which the Director of Housing holds a legal interest which may be recognised subject to the future management of
the properties and viability of the organisations.

2. Better Housing Futures properties represent dwellings for which the legal title is retained by the Director of Housing.
However, the tenancy and property management have been transferred to community housing providers,
Housing Choices and Centacare Evolve Housing. Given that the Director of Housing no longer exercises control
over these assets nor the future economic flows arising from these assets, they are no longer recognised in the
Statement of Financial Position.

3. Prior to the sale of TOTE Tasmania Pty Ltd to Tattsbet Limited, TOTE Tasmania had accrued $41.7 million in GST
credits for previously overpaid GST. Under the sale agreement, Tattsbet Limited agreed to remit the value of those
GST credits to the Government as and when they are utilised by Tattsbet Limited after the completion of the sale.

4. In September 2016, the State Government agreed to provide a guarantee of up to $10 million to the
Commonwealth Bank of Australia in favour of Incat Tasmania Pty Ltd to support its contract with the
New South Wales Government for the construction of six commuter ferries for operation on Sydney Harbour. This
guarantee is in place.

5. In March 2017, the State Government agreed to provide a guarantee of up to $12 million to the ANZ Bank to

support a loan to Silo Hotel Pty Ltd for the construction of the new Silo Hotel in Launceston. Crown Law is currently
preparing the guarantee documents and it is expected that the initial loan drawdown will be in October 2017.
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6. Finance-General recognises guarantees in relation to the financing obligations of government businesses and
statutory authorities.

7. Tasmanian Railway Pty Ltd estimates a further $1 million is payable in flood related remediation costs. It is
expected the costs will be covered by insurance.

Unquantifiable Contingencies

A number of contingent liabilities exist that are not quantifiable, including legal actions that have been
brought against the State and its agencies.

Contingent Liabilities

Other than where the likelihood of an outflow of resources is regarded as remote, at the
General Government Sector level, contingent liabilities that are not quantifiable include:

¢ Claims against the Department of Education relating to:

- personal injuries arising from accidents on departmental premises. The Crown Solicitor has advised
the Department that the estimated personal injury liability is $434 000 for 2016-17 ($137 000 for
2015-16); and

- a number of leases on property it occupies. Some of these leases contain a “make good provision”.
The majority of leases cover a five to 10 year period and are generally renewed, hence deferring any
“make good” liability.

¢ Claims against the Department of Justice relating to the Sullivans Cove Waterfront Authority:

- the Sullivans Cove Waterfront Authority was wound up on 31 August 2011. As a result, a number of
the Authority’s responsibilities were transferred to the Hobart City Council;

- this transferral of responsibilities to the Council could potentially expose the Council to some financial
liability in the event that actions or determinations made by the Authority are later challenged,;

- the State Government has agreed to indemnify the Council from any loss incurred directly as a result
of any wrongful or improper act done, or omitted to be done by the Authority in its performance or
purported performance of its functions and powers; and

- any such losses incurred by the Council will be met by the Department of Justice. At 30 June 2017, it
is not known how many, if any, claims will be made against the Council that the
Department of Justice may be required to settle. No claims are outstanding at 30 June 2017.

¢ Claims against the Department of Primary Industries, Parks, Water and Environment relating to:

- anumber of Crown land sites that may be contaminated and require restoration that are managed by
the Department;

- the High Court has found that the Crown should pay royalties if it sells surveyor plans drawn by
private surveyors. The Department is currently in negotiations with the Department of Justice and
the Department of Treasury and Finance to determine the amount of retrospective royalties owed
and funding options. The maximum liability is estimated to be $450 000; and

- a legal proceeding in progress for which the Department was exposed to an estimated maximum
liability of $500 000 as at 30 June 2017 ($1.3 million for 2015-16).
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e Claims against the Department of State Growth relating to:

- a landowner dispute regarding the ownership of a strip of foreshore land at Tinderbox currently
valued at $50 000;

- legal claims for compensation in relation to the acquisition of property for road construction; and

- legal claims for personal injury or damage allegedly caused by the actions or inactions of the
Department.

e Claims against the Department of Treasury and Finance (Finance-General) in relation to:
- superannuation obligations of Government Business Enterprises and Statutory authorities; and

- indemnities under various sale arrangements relating to the divestment of government businesses. It
is unlikely these indemnities will arise and the amounts are not quantifiable.

e Hydro Tasmania has entered into an approved deed of indemnity for the cross-guarantee of liabilities
with its controlled entities, AETV Pty Ltd and Momentum Energy Pty Ltd. These controlled entities have
been granted relief from the requirement to prepare audited financial statements under the terms of
ASIC Instrument [15-0576] and [15-0577], resulting in the need for a deed of indemnity.

¢ Hydro Tasmania and Basslink Pty Ltd have made claims against each other in respect to contractual
arrangements regarding the Basslink interconnector. The claims relate to the outage of the
interconnector between 20 December 2015 and 13 June 2016 and were unresolved at 30 June 2017.

¢ Indemnities have been provided to directors and senior management of Forestry Tasmania in respect of
liabilities to third parties arising from their positions, except where the liability arises out of conduct
involving a lack of good faith. No monetary limit applies to these agreements and there are no known
obligations outstanding at 30 June 2017.

e Tasmanian Railway Pty Ltd leases the rail corridor and associated infrastructure from the
Minister for Infrastructure. The Company is responsible for remediation of any environmental obligations
that become apparent as a result of the Company’s past or present operations of the network. There
were no material environmental liabilities identified at reporting date.

Contingent Assets

Tasmanian Networks Pty Ltd is seeking damages against ABB Australia Pty Ltd for supply of defective
products between 1996 and 2012. A Supreme Court writ has been issued against the supplier. The full
value of the amount recoverable cannot be reliably estimated and as such the directors have determined
that no provision is required.
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Note 9 Financial instruments

9.1 Risk exposures
Risk management objectives and policies

Exposure to credit risk, liquidity risk, market risk and other financial risks arise in the normal course of
government activity. State Sector entities implement various risk management policies to identify, analyse
and manage these types of risk. The two main sources of market risk are fluctuations in interest and foreign
exchange rates. All borrowings are governed by the Treasurer of the State. Derivatives in use include
interest rate swaps, options, cross-currency swaps and forward foreign exchange contracts. Whenever
derivative positions are created, cash or an underlying physical security is held to cover any potential
liability.

Credit risk

Credit risk is the risk of financial loss to the State if a customer or counterparty to a financial instrument fails
to meet its contractual obligations. Details of specific credit risks and the risk management policies are set
out in the financial statements of each State Sector entity.

Receivables are recognised at the nominal amounts due, less any provision for bad and doubtful debts.
Collectability of debts is reviewed on a monthly basis. Provisions are made when collection of the debt is
judged to be less, rather than more likely. Credit terms are generally 30 days.

Financial guarantee contract liabilities are measured initially at fair value and subsequently at the higher of
fair value or the amount determined in accordance with AASB 137 Provisions, Contingent Liabilities and
Contingent Assets. Guarantees primarily relate to financing obligations of Government businesses and
Statutory authorities.

Cash and deposits are recognised at face value. Cash means notes, coins and any deposits held at call
with a bank or financial institution.

The State is exposed to credit-related losses in the event of hon-performance by counterparties to financial
instruments. Such exposure is governed by an International Swap Dealers Association Agreement between
the Tasmanian Public Finance Corporation and the counterparty concerned. Derivative financial
instruments include currency swaps, interest rate swaps and forward foreign exchange contracts. The
carrying amount of financial assets recorded in the Financial Statements, net of any allowances for losses,
represents the maximum exposure of the State to credit risk, with the exception of guarantees, which are
outlined in Note 8.2 Contingent assets and liabilities.
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The following table analyses financial assets that are past due but not impaired:

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Receivables
Past due:
30 days 7 8 13 12
60 days 4 4 9 4
90 days 15 14 23 16
180 days 4 4 5 4
1 year 9 11 9 11
5 years 10 10 10 10
Total Past Due 50 51 69 57
Liquidity risk

Liquidity risk is the risk that an individual entity will not be able to meet its financial obligations as they fall
due. The State’s approach to managing liquidity is to ensure that entities will always have sufficient liquidity
to meet their liabilities when they fall due. Details of specific liquidity risks and risk management policies are
set out in the financial statements of each State Sector entity.

Payables, including goods received and services incurred but not yet invoiced, are recognised at amortised
cost. Settlement is usually made within 30 days.

Loans are initially measured at fair value, net of transaction costs and are measured at amortised cost,
using the effective interest rate method. Interest expense is recognised on an effective yield basis.
Contractual payments are made on a regular basis.

GGS and State entities regularly review budgeted cash movements to ensure that there is sufficient cash to
meet obligations.

The following tables detail the undiscounted cash flows payable by the GGS and Total State Sector by
remaining contractual maturity for its financial liabilities. It should be noted that, as the maturity analysis is
calculated using undiscounted cash flows, the total may not reconcile to the carrying amounts.
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General Government Sector Maturity Analysis for financial liabilities

No Greater 1-5 More than  Undiscounted Carrying
than 1 Year Years 5 Years Total Amount
$m $m $m $m $m
2017 Financial liabilities
Payables 136 136 136
Borrowings 323 37 189 550 550
Total 459 37 189 685 685
2016 Financial liabilities
Payables 141 141 141
Borrowings 400 35 191 625 625
Total 541 35 191 766 766
Total State Sector Maturity Analysis for financial liabilities
No Greater 1-5 More than  Undiscounted Carrying
than 1 Year Years 5 Years Total Amount
$m $m $m $m $m
2017 Financial liabilities
Payables 614 614 614
Borrowings 2651 2126 2042 6 819 6 165
Other
Basslink facility swap fee 22 81 176 279 334
Basslink services agreement 107 352 859 1318 588
Derivatives 542 622 206 1375 1397
Total 3936 3181 3282 10 404 9 098
2016 Financial liabilities
Payables 618 618 618
Borrowings 2344 1439 2801 6 584 6 584
Other
Basslink facility swap fee 44 186 393 624 410
Basslink services agreement 79 289 836 1204 477
Derivatives 200 158 34 392 662
Total 3 286 2073 4 064 9 422 8 751
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Market risk

Market risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because
of changes in market prices. State entities are primarily exposed to the market risks of pricing and interest
rate fluctuations.

Pricing risk

The State is exposed to fluctuations in market prices, particularly market prices of electricity in Tasmania.
This is due to fluctuations in the Victorian market price for electricity, electricity flows over Basslink and
through the variable portion of the Basslink facility fee. Exposure to these fluctuations is managed through
derivative contracts in the National Electricity Market. Contract volumes for many of the current Tasmanian
forward contracts are determined by the actual load consumed in the contract period. The management of
electricity trading risk is in line with an asset backed trading model.

The following table illustrates the effect of the State’s exposure to electricity price fluctuations on the
Statement of Comprehensive Income. For further details please refer to the Annual Reports of
Hydro Tasmania and Aurora Energy Pty Ltd.

Sensitivity Analysis to 10 Per Cent Movement in Electricity Forward Prices

Profit or Loss

2017 2016
Actual Actual
+10 per cent -10 per cent  +10 per cent -10 per cent
$m $m $m $m
Increase/(decrease)
Energy derivative net asset 108 (108) (128) 123
Basslink net liability 19 a7) 23 (24)

Interest rate risk

The State is exposed to interest rate risk as it borrows funds with fixed and floating interest rates. The risk
is managed by maintaining an appropriate mix between fixed and floating rate borrowings, entering into
forward start borrowing agreements and the use of interest rate swap contracts.

At the reporting date, the interest rate profile of the interest bearing financial instruments held by the State
was as follows:

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m
Fixed rate instruments

Financial assets 163 167 6 390 5980
Financial liabilities (197) (200) (5090) (5513)
(34) (33) 1300 467

Variable rate instruments
Financial assets 1178 1205 586 409
Financial liabilities (353) (425) (1 075) (1072)
825 779 (489) (663)
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The Tasmanian Public Finance Corporation measures interest rate risk using a Value at Risk measure.
This VaR estimates the potential loss in pre-tax profit due to a change in benchmark interest rates and
Tascorp liability and client risk margins over a given holding period for a specified confidence level. Risk
can be measured consistently across Tascorp’s portfolio to arrive at a single risk number. The one day VaR
number reflects the 99 per cent probability that the profit impact of a change in the daily interest rate,
liability and client risk margins will not exceed the reported VaR. Tascorp recorded a VaR at
30 June 2017 of $4.4 million ($3.1 million for 2016). Further details are available from Tascorp’s financial
statements.

For all other entities, risk is calculated with reference to the impact of 100 basis point movement in interest
rates at reporting date. This analysis assumes all other variables remain constant. The analysis was
performed on the same basis as 2016. The State generally does not hold any financial instruments
available for sale which would directly affect profit or loss as a result of changes in interest rates.

Sensitivity Analysis to 100 Basis Point Movement in Interest Rates

General Government Total State
Profit or Loss Profit or Loss
2017 2016 2017 2016
Actual Actual Actual Actual
+ve -ve +ve -ve +ve -ve +ve -ve

$m $m $m $m $m $m $m $m

Financial assets 11 (12) 10 (10) 39 (39) 45 (45)
Financial liabilities (14) 14 A7) 17
Net sensitivity 11 (11) 10 (10) 25 (25) 28 (28)

Comparison between carrying amount and net fair value of financial assets and liabilities

There are no material differences between net fair values for financial assets and financial liabilities and
their carrying amounts for the General Government Sector.

The net fair values of cash and deposits are recognised at face value.

The value of equity investments has been measured at the Government's share (100 per cent) of the
carrying amount of net assets because fair value is not reliably measurable. A description of these
investments can be found in the notes to the accounts under Equity investments. There is no market for
these instruments, consistent with the principles of AASB 1049.

Other equity investments are revalued from time to time, as considered appropriate, and are not stated at
values in excess of their recoverable amounts.

The net fair values of interest bearing liabilities are measured at fair value in accordance with the quoted
liability provided by Tascorp. Other borrowings consist primarily of Australian Government borrowings
incurred under various Commonwealth-State Housing Agreements. These borrowings are measured in
accordance with a valuation technique based upon interest rate and repayment schedule confirmation
provided by the Australian Government.
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The fair value of the Basslink financial instruments has been calculated using a valuation model based on
the present value of expected contractual cash flows. The fair value of expected receipts of inter-regional
revenues under the Basslink Service Agreement has been separately calculated based on experience to
date and projected operating conditions and reported as a financial asset. Expected contractual payments
have been reported as financial liabilities. The fair value of the Basslink Service Agreement has been
calculated using the pre-tax weighted average cost of capital as the nominal discount rate. The fair values
of the other instruments have been calculated using a 17 year forward market interest rate. These are not
readily tradeable financial instruments.

Energy trading derivatives are used to manage exposure to market price risks. Many of these contracts
have been transacted since Tasmania entered the National Electricity Market, a number were in place prior
to that date and reflect the vesting of contracts with retail and major industrial clients at the time of entry.
Modelling is used to value the Tasmanian energy contracts. In recognition of the term, load and other
features of each contract, the contract price agreed at commencement is discounted from the spot price at
that time. Fair value at balance date has been calculated as the present value of the difference between the
projected market price and the undiscounted contract price. Projected market price is based on an
estimated long term Tasmanian energy price curve.

Financial instruments measured at fair value
The tables below analyse financial instruments carried at fair value using a hierarchy of levels:
Level 1 — the fair value is calculated using quoted prices in active markets;

Level 2 — the fair value is estimated using the inputs other than quoted prices included in Level 1 that are
observable for the asset or liability, either directly (as prices) or indirectly (derived from prices); and

Level 3 — the fair value is estimated using inputs for the asset or liability that are not based on observable
market data.
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Financial instruments measured at fair value

General Government

2017 Net Fair Net Fair Net Fair Net Fair Carrying
Value Value Value Value Amount
Level 1 Level 2 Level 3 Total Total
$m $m $m $m $m
Financial assets

Cash and deposits 1253 1253 1253

Loans and receivables:
Loan advances 37 37 37
Receivables 325 325 325

Financial assets at fair value through
profit and loss

Held-to-maturity investments 50 50 50
Equity investments 5259 5 259 5 259
Total 1303 5297 325 6 925 6 925

Financial liabilities
Financial liabilities measured at
amortised cost 277 554 822 826

Total 277 554 822 826

General Government

2016 Net Fair Net Fair Net Fair Net Fair Carrying
Value Value Value Value Amount
Level 1 Level 2 Level 3 Total Total
$m $m $m $m $m
Financial assets

Cash and deposits 1327 1327 1327

Loans and receivables:
Loan advances 33 33 33
Receivables 315 315 315

Financial assets at fair value through
profit and loss

Held-to-maturity investments 11 11 11
Equity investments 4 395 4 395 4 395
Total 1338 4395 348 6 081 6 081

Financial liabilities
Financial liabilities at fair value
through profit and loss
Financial liabilities measured at
amortised cost 141 620 761 766

Total 141 620 761 766
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Financial instruments measured at fair value (continued)

Total State
2017 Net Fair Net Fair Net Fair Net Fair Carrying
Value Value Value Value Amount
Level 1 Level 2 Level 3 Total Total
$m $m $m $m $m
Financial assets
Cash and deposits 373 373 373
Loans and receivables:
Loan advances 37 37 37
Receivables 914 914 914
Financial assets at fair value through
profit and loss - designated on initial
recognition
Held-to-maturity investments 6 603 6 603 6 603
Equity investments 94 94 94
Basslink financial assets 50 333 383 383
Derivative financial instrument
receivable 356 288 202 846 846
Total 779 6 891 1581 9251 9251
Financial liabilities
Financial liabilities at fair value through
profit and loss
Borrowings 4183 1982 6 165 6 165
Basslink services agreement 588 588 588
Basslink facility swap fee 334 334 334
Derivatives 312 208 877 1397 1397
Financial liabilities measured at
amortised costs
Payables 614 614 614
Total financial liabilities 5109 2190 1798 9098 9 098
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Financial instruments measured at fair value (continued)

Total State
2016 Net Fair Value Net Fair Value Net Fair Value Net Fair Value Carrying
Level 1 Level 2 Level 3 Total Amount Total
$m $m $m $m $m
Financial assets
Cash and deposits 399 399 399
Loans and receivables:
Loan advances 33 33 33
Receivables 928 928 928
Financial assets at fair value
through profit and loss -
designated on initial
recognition
Held-to-maturity investments 5 956 5 956 5 956
Equity investments 184 184 184
Basslink financial assets 50 335 385 385
Derivative financial
instrument receivable 67 51 357 475 475
Total 516 6 008 1837 8 360 8 360
Financial liabilities
Financial liabilities at fair value
through profit and loss
Borrowings 6 584 6 584 6 584
Basslink services agreement 477 477 477
Basslink facility swap fee 410 410 410
Energy trading derivatives 88 255 319 662 662
Financial liabilities measured
at amortised costs
Payables 618 618 618
Total financial liabilities 707 255 7 790 8 751 8 751
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Foreign Exchange Risk

The State has some borrowings and assets denominated in foreign currencies. Currency exposures are
generally offset immediately on undertaking such transactions by entering into cross currency swaps and
forward foreign exchange contracts. The objective of these contracts is to neutralise the impact of any
foreign exchange rate fluctuation on future obligations to make interest and principal repayments in
accordance with established contractual obligations. There were no cross currency swaps at balance date
in 2016-17 or 2015-16.

The remaining terms and notional principal amounts of the State’s outstanding foreign exchange rate
contracts at balance date are:

Total State
New
Zealand US Singapore
Dollars Dollars Dollar
$m $m $m
2017
Liabilities less than 12 months (167) (394)
Forward Forex contracts 167 394
Total net position
2016
Liabilities less than 12 months (209) (398) (20)
Forward Forex contracts 109 398 20

Total net position
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Note 10 Cash flow reconciliation

For the purpose of the Statement of Cash Flows, cash and cash equivalents includes “at call” deposits with
banks net of bank overdrafts, highly liquid investments with short periods to maturity, advances at call
which are subject to insignificant risk of changes in value and borrowings and deposits held by the
Tasmanian Public Finance Corporation from external clients at call.

10.1 Reconciliation of Net cash flows from operating activities to Operating
Result

General Government Total State
2016-17 2015-16 2016-17 2015-16
Actual Actual Actual Actual
$m $m $m $m
Operating Result 2916 (1 413) 1 950 (1 837)
(Gain)/loss on sale of non-financial assets 5 6 4 7
Revaluation of equity investment in PNFC and PFC sectors (864) (14)
Depreciation 257 253 550 550
Net revaluation movement (58) 56 a7) 15
Net assets provided below fair value (43) (43)
Decrease/(increase) in receivables (10) 8 14 (100)
Decrease/(increase) in other financial assets 7 6 (402) (151)
Decrease/(increase) in inventory 2 4) 9 (28)
Increase/(decrease) in employee entitlements 41 (4) 45 Q)
Increase/(decrease) in payables (5) 1 (5) 197
Increase/(decrease) in other liabilities (13) 29 755 440
Non-cash movement in superannuation (12 076) 1677 (1 203) 1838
Forestry Tasmania movement in obligations for
non-commercial zones 4
Adjustment for other non-cash items 13 10 (64) (16)
Net cash flows from operating activities 1213 569 1635 875

10.2 Cash and cash equivalents

The definition of cash for the purposes of the Statement of Cash Flows is defined differently to cash
reported in the Statement of Financial Position.

General Government Total State
2016-17 2015-16 2016-17 2015-16
Actual Actual Actual Actual
$m $m $m $m
Cash as per Statement of Financial Position 1253 1327 373 399
Cash equivalents as per the Statement of Cash Flows 1042 1329
Cash as per the Statement of Cash Flows 1253 1327 1415 1728
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Note 11 Reserves

11.1 Asset revaluation reserve

General Government Total State
2017 2016 2017 2016
Actual Actual Actual Actual
$m $m $m $m

Property, plant and equipment
Balance at 1 July 2870 2767 3576 3449
Opening balance adjustment1 (27) (27)
Revaluation increments/(decrements) 251 64 279 89
Other movements (6) 39 () 38
Balance at 30 June 3087 2870 3822 3576
Infrastructure
Balance at 1 July 1605 1647 2 062 1748
Opening balance adjustment1 (207)
Revaluation increments/(decrements) 269 (42) 303 314
Other movements
Balance at 30 June 1874 1605 2 258 2 062
Other assets
Balance at 1 July 12 27 12 28
Opening balance adjustment 1 5 1 4
Revaluation increments/(decrements) 1 (24) (24)
Other movements 4 4
Balance at 30 June 14 12 14 12

4974 4 486 6 094 5 650

Note:

1. The adjustment reflects the restatement of comparatives undertaken by the Department of Health and Human
Services, Department of Police, Fire and Emergency Management, Department of Primary Industries, Parks,
Water and Environment and Hydro Tasmania due to a prior period adjustment. For further details, refer to the

Annual Report of each entity.
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11.2 Other reserves

General Government Total State

2017 2016 2017 2016

Actual Actual Actual Actual

$m $m $m $m

Cash flow hedge reserves held by:

Aurora Energy Pty Ltd 31 25
Hydro Tasmania 5) (20)
TT-Line Company Pty Ltd 1 3)
Tasmanian Networks Pty Ltd (4) (6)
23 6

Tasmanian Public Finance Corporation general reserve 10 10
TT-Line Company Pty Ltd profits reserve 16 29
Public Trustee fair value reserve 1 1
50 46
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Note 12  Explanations of major variances between General
Government Budget and actual outcomes

The following are brief explanations of major variances between General Government Budget estimates
and actual outcomes. Details of material variances between Budget estimates and actual outcomes can
also be found in the financial statements for each agency.

Variances are generally considered major where the variance exceeds 15 per cent of the Budget estimate
and is also greater than $20 million.

12.1 Statement of Comprehensive Income — General Government Sector

2016-17 2016-17
Original
Notes Budget Actual Variance Variance
$m $m $m %
Grants (@) 3635 4 368 733 20
Taxation (b) 1056 1103 a7 4
Sales of goods and services (c) 353 407 54 15
Other revenue (d) 154 186 32 21
Superannuation (e) 285 339 55 19
Supplies and consumables ) 1106 1203 97 9
Nominal superannuation interest expense (9) 288 235 (54) (18)
Revaluation of Investments in PNFC and
PFC Sectors (h) 19 864 845 4 447
Revaluation of Superannuation liability (@) 1215 1215 na
Other gains/(losses) ()] (21) 37 58 276
Revaluations of non-financial assets (k) 252 487 235 93

(a) The increase in Grants revenue of $733 million primarily reflects:

e a $44 million decrease in General purpose payments as result of estimated GST receipts being revised down.
This change reflects an increase in Tasmania’s share of the national population, offset by a $1.5 billion
reduction in the estimated GST pool available for distribution to the states and territories and a $4.2 million
residual adjustment for overpaid GST revenue to Tasmania in 2015-16;

e a $35milion increase in Specific purpose payments, primarily relatng to an increase in
Australian Government National Health Reform funding of $29 million, primarily due to a revision of
Tasmanian Health Service activity profiles; and an increase in Australian Government Students First funding
of $5 million;

e an $711 million increase in National partnership payments, primarily as a result of additional revenue for the
following grants:

- a one-off Australian Government payment of $730 million for the transfer of the Mersey Community
Hospital to the State; an advance payment of 2017-18 Local Government grants of $37 million, which was
brought forward and received in June 2017. This advanced payment was on-paid to the Local Government
Sector in June 2017 and reflected in Grant expenses;

- Sustainable Rural Water Use and Infrastructure Program funding of $8 million;

- payments under the National Partnership on Transfer of the Mersey Community Hospital for the
Missiondale Recovery Centre, District Nurses and Palliative Care Tasmania of $6 million; and

-~ Public Dental Services for Adults funding of $3 million.
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12.1  Statement of Comprehensive Income — General Government Sector

(b)

©

(d)

(e)

®

(continued)

The increase in NPPs is partly offset by decreases in Australian Government payments due to timing changes
for Road infrastructure funding ($36 million), Redevelopment of the Royal Hobart Hospital ($21 million) and
Natural Disaster Relief and Recovery Arrangements funding ( $13 million); and

e anincrease of $32 million for Other grants and subsidies as a result of an increase in Australian Government
funding of $24 million, relating to Commonwealth Own Purpose Expenditure funding for the
Department of Health and Human Services and the Tasmanian Health Service; and an increase in funding for
the Department of Primary Industries, Parks, Water and Environment of $6 million.

The increase in Taxation of $47 million primarily reflects an upwards revision in Conveyance duty receipts of
$40 million, driven by large commercial transactions and growth in residential property prices and transaction
volumes; and an upwards revision in Land tax of $6 million, reflecting a net increase in land values across the
State and system enhancements leading to improvements in debt management. The increases in Taxation are
partly offset by a decrease in Betting exchange taxes of $3 million reflecting the surrender by Betfair of its
Tasmanian Gaming Licence; and a decrease in Casino tax and licence fees of $2 million reflecting lower than
expected revenue for the year.

The increase in Sales of goods and services of $54 million primarily reflects additional revenue for the
Tasmanian Health Service of $56 million which is primarily due to the listing of Hepatitis C medications on the
Pharmaceutical Benefits Scheme and improvements in the recovery of private patient revenue.

The increase in Other revenue of $32 million primarily reflects:
e anincrease of $19 million reflecting revised mineral royalties; and
e an increase in the Department of Primary Industries, Parks, Water and Environment of $6 million primarily

reflecting unbudgeted reimbursement of insurance claims and workers compensation recoveries.

The increase in Superannuation primarily reflects the most recent actuarial assessment of the increase in the
present value of the defined benefit obligation resulting from employee service in the current period.

Supplies and consumables is $97 million higher. The increase primarily reflects additional expenditure for:

e the Tasmanian Health Service of $70 million primarily reflecting additional expenditure associated with the
listing of Hepatitis C medications on the Pharmaceutical Benefits Scheme. There was also a significant
increase in investment in statewide information technology projects;

e the Department of Health and Human Services of $19 million primarily due to an unanticipated increase in the
number and duration of children in special care package placements ($17 million) and additional expenditure
in information and communications technology services on the ICT Infrastructure Stabilisation Project
($4 million); and

e the Department of Police, Fire and Emergency Management of $21 million primarily due to increased
expenditure on maintenance ($3 million), information technology expenses ($2 million), and
Tasmanian Mobile Radio Network fees ($8 million).

The increase in Supplies and consumables is offset by a decrease of $11 million for Finance-General, which is
primarily due to amortisation of the Treasurer’s Reserve ($10 million).
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12.1 Statement of Comprehensive Income — General Government Sector
(continued)

(g) The decrease in the Nominal superannuation interest expense of $53 million reflects the most recent actuarial
estimate of the Superannuation liability which includes the application of the “spot” discount rate of 2.7 per cent for
30 June 2016 and 3.3 percent for 30June 2017 (a long-term rate of 4.75per cent was used in the
2016-17 Budget) to determine interest costs and interest income with respect to the superannuation liability and
plan assets, respectively.

(h) Revaluation of investments in PNFC and PFC Sectors is based on the movement in net assets in the PNFC and
PFC sectors. The variation primarily reflects an increase in the PFC Sector as a result of the $730 million equity
contribution made by the State Government in relation to the transfer of the Mersey Community Hospital. In
addition, there was higher than budgeted growth in net assets for Government businesses such as the
Motor Accidents Insurance Board and Tasmanian Networks Pty Ltd.

(i) Revaluation of superannuation liability is $1 215 million higher. The revaluation gain reflects the latest actuarial
assessment. The gain is primarily due to changes in the actuarial assumptions, in particular, an increase in the
discount rate from 2.7 per cent at 30 June 2016 to 3.3 per cent at 30 June 2017.

()) Other gains/(losses) is $58 million higher. The increase is primarily due to a revaluation gain of $94 million
recognised by the Department of Primary Industries, Water, Parks and Environment, which relates to road assets
transferred from Forestry Tasmania and recognised for the first time in 2016-17. The increase is partly offset by:

e awrite-down of Building assets for the Tasmanian Health Service of $29 million; and
e a write-down of $12 million in assets held by the Department of State Growth relating to replaced roads
($7 million), bridges ($4 million) and land and buildings ($3 million).

(k) The increase in Revaluations of non-financial assets of $235 million primarily reflects higher than budgeted
revaluation gains on non-financial assets for:
o the Department of State Growth of $111 million which is primarily due to revaluation of road and bridge
infrastructure assets;

e the Department of Health and Human Services of $70 million, due to revaluation of housing assets; and

e the Department of Primary Industries, Parks, Water and Environment of $86 million, which is primarily due to
revaluation of the national parks.
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12.2 Statement of Financial Position — General Government Sector

Budget estimates for the 2017 Statement of Financial Position were compiled in May 2016 prior to
completion of the actual outcomes for 30 June 2016. As a result, the outcome variance from the
original Budget estimate will be impacted by the difference between the estimated and actual opening
balances for 2016-17. The following commentary and table is therefore based on major movements
between the 30 June 2016 outcome and the 30 June 2017 outcome.

2017 2017 2016
Original

Notes Budget Actual Actual Variance Variance
$m $m $m $m %
Cash and deposits (@) 881 1253 1327 (74) (6)
Investments (b) 54 87 44 43 98

Equity Investment in PNFC and
PFC Sectors (c) 4483 5259 4 395 864 20
Land and buildings (d) 6 099 6 026 5786 240 4
Infrastructure (e) 4779 4 687 4278 409 10
Borrowings () 634 550 625 (75) (12)
Superannuation (9) 6 346 7 873 8 841 (968) (12)

a)

b)

c)

d)

The decrease in Cash and deposits primarily reflects a decrease in the balance of the
Special Deposits and Trust Fund with decreases in balances recorded by Tasmanian Health Service ($34 million);
and Finance-General ($60 million).There was also a decrease in cash held by the statutory authorities outside the
Special Deposits and Trust Fund of $10 million, primarily due to a decrease in cash held by the
State Fire Commission ($8 million).

The increase in Investments primarily relates to the investment by Finance-General of $40 million with the
Tasmanian Public Finance Corporation to establish the TT-Line Vessel Replacement Fund. The Fund will be used

to accrue funds to assist with the financing of replacement vessels for TT-Line Company Pty Ltd.

The increase in Equity investment in PNFC and PFC Sectors primarily reflects the increase in net assets for the
PFC Sector of $815 million, reflecting the equity investment of the one-off Australian Government payment of
$730 million for the transfer of the Mersey Community Hospital to the State. These funds were transferred as an
equity contribution by the State to the Tasmanian Public Finance Corporation. In addition, there is an increase in
net assets for the PNFC Sector of $56 million, primarily due to an increase in net assets for Tasmanian Ports

Corporation Pty Ltd, Tasmanian Networks Pty Ltd and Forestry Tasmania.

The increase in Land and buildings primarily relates to increases for:

e the Department of Health and Human Services ($116 million) primarily as a result of capital works projects,
such as the Royal Hobart Hospital Redevelopment;

e the Department of Primary Industries, Parks, Water and Environment ($58 million) primarily as a result of the
revaluation of land assets;

e the Department of Education ($46 million) primarily reflecting the capital works undertaken with regard to
school infrastructure; and

e Finance-General ($23 million) which is primarily due to capital works undertaken on land and buildings

projects, such as Parliament Square fitout.
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12.2 Statement of Financial Position — General Government Sector

e)

9)

(continued)

The increase in Infrastructure assets primarily relates to increases for :

e the Department of State Growth ($283 million) as a result of capital works and the revaluation of road
infrastructure assets; and

e the Department of Primary Industries, Parks, Water and Environment ($131 million) primarily as a result of the
first time recognition of road assets, transferred from Forestry Tasmania in prior years and the revaluation of
existing assets.

The decrease in Borrowings primarily reflects the application of the Consolidated Fund Surplus of $73 million to

reduce debt. Further detail on the Consolidated Fund can be found in Section 5 of this Report.

The decrease in Superannuation reflects the most recent actuarial estimate of the liability. The decrease is

primarily a result of changes in actuarial assumptions, in particular an increase in the discount rate from

2.7 per cent at 30 June 2016 to 3.3 per cent at 30 June 2017.
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12.3 Statement of Cash Flows — General Government Sector

2016-17 2016-17
Original

Notes Budget Actual Variance Variance
$m $m $m %
Grants (@) 3635 4 363 728 20
Dividend, tax and rate equivalents (b) 234 304 70 30
Other receipts (c) 332 408 76 23
Other payments (c) (206) (260) (54) (26)
Purchases of non-financial assets (d) (525) (416) 109 21
Net borrowing (e) (36) (76) (40) (111)

(@) The major variances in Cash flows from operating activities reflect those that have occurred in the

Statement of Comprehensive Income. Refer to Note 12.1 for further information regarding these variances.

(b) The increase in Dividend, tax and rate equivalents is primarily due to:

e an increase in dividends of $26 million due to additional returns from Tasmanian Networks Pty Ltd
($13 million), Aurora Energy Pty Ltd ($6 million) and the Motor Accidents Insurance Board ($6 million); and

e an increase in income tax equivalents of $44 million primarily due to additional receipts from the

Motor Accidents Insurance Board ($35 million) and Tasmanian Networks Pty Ltd ($6 million).

(c) The increase in both Other payments and Other receipts primarily reflects an increase in GST payments and a

corresponding increase in GST receipts.

(d) The decrease in Purchases of non-financial assets primarily relates to timing and re-prioritisation of

Capital Programs including:

e the Department of State Growth of $59 million, which is primarily due to revised timing and re-prioritisation of
the Roads Program funding and Capital Program including:

- Midland Highway ($29 million);

-~ Huon Highway/Summerleas Road ($12 million);

- Huon Highway - Glendevie Passing ($2 million);

- North East Freight Roads ($1 million);

- Road Safety and Traffic Management ($8 million);

- Asset Management ($3 million);

- Infrastructure Maintenance ($3 million);

- Heavy Vehicle Safety and Productivity ($1 million); and

- Northern Cities Major Development ($4 million); and

e the Department of Health and Human Services of $55 million, due to revised cash flows associated with the

following projects:

- Royal Hobart Hospital Redevelopment ($46 million);

- New Housing ($7 million); and
- Health infrastructure ($3 million).

(e) The decrease in Borrowings reflects the application of the Consolidated Fund Surplus of $73 million to reduce debt.

Further detail on the Consolidated Fund can be found in Section 5 of this Report.
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Note 13 Reconciliations to ABS GFS measures

Where the Key Fiscal Aggregates presented on the face of the financial statements are materially different
to that measured in accordance with the ABS GFS Manual, reconciliation between the two measures is

required.

There are no material differences in Net Worth as at 30 June 2017.

2017 2016

Actual Actual

$m $m

General Government Net Worth — 1049 Basis 9678 7 155
General Government Net Worth — ABS Basis 9678 7 155
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Note 14 Details of controlled entities

As at 30 June 2017, the following entities are classified within the Total State Sector:
General Government entities
Department of Education
Department of Health and Human Services
Department of Justice
Department of Police, Fire and Emergency Management
Department of Premier and Cabinet
Department of Primary Industries, Parks, Water and Environment
Department of State Growth
Department of Treasury and Finance (including Finance-General)
House of Assembly
Inland Fisheries Service
Integrity Commission
Legislative Council
Legislature-General
Marine and Safety Tasmania
Office of the Director of Public Prosecutions
Office of the Governor
Office of the Ombudsman
Royal Tasmanian Botanical Gardens
State Fire Commission
Tasmanian Audit Office
Tasmanian Health Service
TasTAFE

Tourism Tasmania
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Public Non-Financial Corporations
Aurora Energy Pty Ltd
Forestry Tasmania
Hydro Tasmania
Macquarie Point Development Corporation
Metro Tasmania Pty Ltd
Port Arthur Historic Site Management Authority
Private Forests Tasmania
Public Trustee
Tasmanian Irrigation Pty Ltd
Tasmanian Networks Pty Ltd
Tasmanian Ports Corporation Pty Ltd
Tasmanian Railway Pty Ltd
Tasracing Pty Ltd
TT-Line Company Pty Ltd
Public Financial Corporations
Motor Accidents Insurance Board

Tasmanian Public Finance Corporation

Entities not consolidated

The Public Sector Superannuation Reform Act 2016 created the Superannuation Commission with effect
from 1 April 2017 and transferred the trustee responsibility from the former Retirement Benefits Fund Board
to the Commission, from that date. The Retirement Benefits Fund Board and the
Superannuation Commission have not been included in this financial report because their assets are not
available for the benefit of the State. For further information, refer to the Annual Report for the
Department of Treasury and Finance.

The University of Tasmania, certain professional, occupational and marketing boards and local government
authorities are also not included in this financial report because they are not controlled by the State.

Other Government bodies that are controlled but are not considered material, for whole-of-government
purposes, are also excluded from this financial report.

122 Treasurer’s Annual Financial Report 2016-17



Note 15 Events Occurring After Balance Date

Department of Health and Human Services

The Community Housing Stock Leverage Program is one of the key initiatives of the Tasmanian Affordable
Housing Action Plan 2015-2019. Under this initiative, the Government is seeking innovative proposals that
can leverage new supply from the existing social housing portfolio. It is intended this will involve the transfer
of approximately 471 properties that are currently owned by the Director of Housing but under management
by community housing organisations i.e. contingent assets. These assets will be transferred in stages with
around 237 properties transferring in the first tranche in August 2017. The first tranche of assets will consist
of the following assets:

e 31 sites currently owned and managed by the Director of Housing. The Balance Sheet will be adjusted
by the carrying amount of the assets of $3 million upon transfer and disclosed as a grant expense in
2017-18;

e 200 properties currently under management by community housing organisations. These assets will
have a written down value of around $31 million and the contingent asset note will be adjusted
accordingly; and

e two vacant land sites. These assets will have a written down value of around $220 000 and the
contingent asset note will be adjusted accordingly.

The remainder of assets will be transferred by 1 July 2019 based on certain conditions being met by the
participating organisations.

On 11 December 2015, the Prime Minister of Australia and the Premier of Tasmania signed the
Bilateral Agreement between the Australian Government and State of Tasmania: Transition to the NDIS.
This set out the roles and responsibilities for the transition to full scheme implementation of the NDIS in
Tasmania by 1 July 2019. DHHS has obligations for supporting the transition to the full scheme and
recognises that there will be changes to the way specialist disability services and programs are delivered.
In particular, it is expected that the Disability and Community Services program area within DHHS will
reduce from the current level of 90.7 FTE of permanent staff, to a final revised structure of 27.5 FTE. The
transition to this revised new structure should be completed by December 2019, and will have a fairly
limited direct impact on this financial report.

Tasmanian Health Service

The Mersey Community Hospital Heads of Agreement between the Australian Government and
State of Tasmania expired on 30 June 2017. A National Partnership Agreement was signed on
15 June 2017 between the Australian Government and the State of Tasmania to transfer ownership of the
Mersey Community Hospital to the State of Tasmania from 1 July 2017.

The Australian Government has advised that the estimated value of the Mersey Community Hospital is
$32 million. The transfer of the Hospital will be recognised in 2017-18. Consideration to be paid for the
transfer of the property has been agreed at one dollar.

Department of State Growth

The Australian Government has committed to provide a further $10 million in the form of an additional loan
to the State for the second stage of the Farm Business Concessional Loan Scheme.
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Forestry Tasmania

Forestry Tasmania underwent a restructuring process during 2016-17, which amongst other things resulted
in a change of name to Sustainable Timber Tasmania, effective from 1 July 2017.

On 23 August 2017, STT executed the transaction documents for the sale of the plantation estate of
29 000 hectares. The transaction includes sale of the timber on the relevant land and a forestry right for
99 years.

Macquarie Point

On 20 July 2017, Macquarie Point entered in to a contract to demolish the former cold store building at
6 Evans Street, Hobart, and remove redundant rail infrastructure from the site. The contract is valued at
$356 000 with works expected to be completed by November 2017.

Dividends

The following Government businesses have declared dividends since 30 June 2017 that were not brought
to account in the 2016-17 financial statements. These dividends have no impact on the Total State Sector
but will affect the PNFC and PFC sectors:

e Motor Accidents Insurance Board ($56 million);

e Aurora Energy Pty Ltd ($18 million);

e Tasmanian Networks Pty Ltd ($78 million); and

e Tasmanian Public Finance Corporation ($1 million).

At the date of signing these statements, there are no other dividends declared after 30 June 2017.
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Note 16 Functional Information

The following tables present Expenses from transactions and Asset balances classified according to the
Government Purpose Classification which is based on the Australian Bureau of Statistics’ classifications
used as part of the Government Finance Statistics reporting framework. The GPC provides a standard
framework to allocate Government expenditure according to functions. Disclosure of this information can
assist users in identifying the resources committed to particular functions and the costs of service delivery
that are reliably attributable to those functions.

16.1 Expenses from transactions

General Government Total State
2016-17 2015-16 2016-17 2015-16
$m $m $m $m
General public services
Other public services 246 230 543 507
246 230 543 507
Public order and safety
Police services 261 229 261 229
Fire protection services 77 141 77 141
Law courts and legal services 93 82 93 82
Prisons and corrective services 76 72 75 71
508 525 506 523
Education
Primary education 647 581 647 581
Secondary education 569 541 569 541
Technical and further education 143 130 143 130
Preschool education 78 72 78 72
Transport of non-urban students 34 35 34 35
1470 1358 1470 1358
Health
Acute care institutions
Admitted patients 1 049 981 1048 981
Non-admitted patients 185 162 185 162
Mental health institutions 69 67 69 67
Community health services 256 245 256 245
Community mental health 72 72 72 72
Patient transport 75 65 74 65
Public health services 31 32 31 32
1737 1625 1737 1624
Social security and welfare
Family and children welfare services 138 139 138 139
Welfare services for the aged 41 42
Welfare services for people with a disability 205 187 205 187
Welfare services not elsewhere classified 32 36 32 36
Social security and welfare not elsewhere classified 2 3 2 3
418 406 377 364
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16.1 Expenses from transactions (continued)

General Government Total State
2016-17 2015-16 2016-17 2015-16
$m $m $m $m
Housing and community amenities
Housing 137 139 137 139
Community development 12 13 12 13
Sanitation and protection of the environment 33 40 33 40
183 191 182 191
Recreation and culture
National parks and wildlife 79 71 78 70
Cultural facilities and services 73 69 73 68
Recreation and culture not elsewhere classified 56 59 84 86
208 198 235 224
Fuel and energy
Electricity and gas 4 3 2 051 1953
2 051 1953
Agriculture, forestry, fishing and hunting
Agriculture 47 43 56 57
Forestry, fishing and hunting 35 44 167 166
82 87 223 224
Mining and mineral resources
Mining and mineral resources 7 7 7
7 7 7
Transport and communication
Road transport 252 241 264 249
Other water transport services 1 1 284 281
Non-urban rail transport services 47 47 63 63
300 289 611 592
Other economic affairs
Tourism and area promotion 43 44 40 41
Other labour and employment 31 28 31 28
Other economic affairs 67 49 66 49
142 121 137 118
Nominal interest on superannuation 235 259 258 289
Other purposes
Inter government transactions 82 50 82 50
Other purposes not elsewhere classified 52 22 50 21
133 72 131 70
Total Expenses from transactions 5674 5372 8 470 8 044
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16.2 Assets by Function as at 30 June

General Government Total State
2017 2016 2017 2016
$m $m $m $m
General public service 148 147 4 602 4731
Public order and safety 587 592 587 592
Education 1746 1699 1741 1692
Health 1469 1436 1469 1436
Social security and welfare 114 120 114 120
Housing and community amenities 1568 1488 1568 1488
Recreation and culture 2 058 1861 2165 1962
Fuel and energy 9 746 9 208
Agriculture, forestry, fishing and hunting 13 10 313 322
Mining and mineral resources 6 7 6 7
Transport and communication 4 545 4270 5400 5077
Other economic affairs 75 63 75 63
Other purposes 6 935 6 068 2 027 1435
19 264 17 762 29 814 28 133
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Note 17  Significant accounting policies and judgements

The following summary sets out the significant accounting policies adopted in the
Treasurer’s Annual Financial Report.

17.1 Compliance framework

The Treasurer's Annual Financial Report is a general purpose financial report and has been prepared in
accordance with Australian Accounting Standards, including AASB 1049 Whole of Government and
General Government Sector Financial Reporting, which requires compliance with all
Australian Accounting Standards, except those identified below.

The purpose of this financial report is to provide users with information about the Government’s
stewardship of, and accountability for, resources in both the General Government and Total State Sectors,
and information about its financial position, performance and cash flows. The Total State reporting entity
includes GGS, Public Non-Financial Corporations and Public Financial Corporations entities.
Disaggregated information is presented in Note 1. Specific details of the entities consolidated by the State
are shown in Note 14.

The GGS is determined in accordance with the principles and rules contained in the Australian Bureau of
Statistics Australian System of Government Finance Statistics: Concepts, Sources and Methods 2005.
The GGS consists of all government departments and non-profit state entities controlled and mainly
financed by government. Government departments are established by executive government processes
that have legislative, judicial, or executive authority over other units and which provide goods and services
to the community or to individuals on a non-market basis and make transfer payments to redistribute
income and wealth. Non-profit state entities are created for the purpose of producing or distributing goods
and services but are not a source of income, profit or other financial gain for the Government.

The PNFC Sector comprises those entities that aim to cover the majority of their expenses by revenue from
the sales of goods and services and which are commercially focused and non-financial in nature. Generally,
this Sector covers the State-owned Companies and Government Business Enterprises. These entities have
a variety of functions and responsibilities (and are not regulatory authorities in nature), are established in
varying ways and also have different relationships with the Budget.

The PFC Sector comprises those entities that perform central bank functions or have the authority to incur
financial liabilities and acquire financial assets in the market on their own account. In Tasmania, there are
two organisations in this Sector, the Tasmanian Public Finance Corporation and the
Motor Accidents Insurance Board.

AASB 1049 does not require full application of AASB 127 Consolidated and Separate Financial Statements
and AASB 139 Financial Instruments: Recognition and Measurement. Assets, liabilities, income, expenses
and cash flows of government controlled entities that are in the PNFC Sector and the PFC Sector are not
separately recognised in the GGS financial report. Instead, the GGS financial report recognises an asset,
being the controlling equity investment in those entities, and recognises a gain or loss relating to changes in
the carrying amount of that asset, measured in accordance with AASB 1049.
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The ABS GFS Manual also provides the basis upon which Government Finance Statistics information that
is contained in the financial report is prepared. In particular, notes disclosing Key Fiscal Aggregates of
Net Worth, Net Operating Balance, Fiscal Surplus/(Deficit) and Cash Surplus/(Deficit) determined using the
principles and rules in the ABS GFS Manual are included in the financial report, together with a
reconciliation of those ABS Key Fiscal Aggregates to the corresponding Key Fiscal Aggregates recognised
in the financial report.

Compliance with the Australian Accounting Standards may not result in compliance with
International Financial Reporting Standards, as the AAS include requirements and options available to
not-for-profit organisations that are inconsistent with IFRS. The GGS and Total State are considered to be
not-for-profit and have adopted some accounting policies that do not comply with IFRS.

The financial reports have been prepared on an accrual basis and, except where stated, are in accordance
with the historical cost convention.

Compliance with AASB 1049 will mean that these statements are also consistent with the reporting
requirements of the Uniform Presentation Framework.

17.2 Basis of consolidation

Reporting entities controlled by the State are consolidated within this financial report. As part of the process
of reporting the State as a single economic entity, all material transactions and balances between
government controlled entities are eliminated.

17.3 Changes in accounting policies

(a) Impact of new and revised Accounting Standards

In the current year, all of the new and revised Standards and Interpretations issued by the AASB that are
relevant to the State’s financial reporting and effective for the current annual reporting period have been
adopted. These include:

e 2015-6 Amendments to Australian Accounting Standards - Extending Related Party Disclosures to
Not-for-Profit Public Sector Entities - The objective of this Standard is to make amendments to
AASB 124 Related Party Disclosures to extend the scope of that Standard to include not-for-profit
public sector entities. This Standard applies to annual reporting periods beginning on or after
1 July 2016. The impact is increased disclosure in relation to related parties. As all related party
transactions have been reported by the relevant State entity, there is no requirement for aggregated
presentation at the General Government Sector or Total State level.

e 2015 10 Amendments to Australian Accounting Standards - Effective Date of Amendments to AASB 10
and AASB 128 - The objective of this Standard is to make amendments to AASB 10
Consolidated Financial Statements and AASB 128 Investments in Associates and Joint Ventures as a
consequence of the issuance of International Financial Reporting Standard Effective Date of
Amendment to IFRS 10 and IAS 28 by the International Accounting Standards Board in December 2015.
This Standard applies to annual reporting periods beginning on or after 1 January 2016. The impact is a
revised application date. There is no financial impact.
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(b) Impact of new and revised Accounting Standards yet to be applied

The following applicable Standards have been issued by the AASB and are yet to be applied:

AASB 9 Financial Instruments and 2014-7 Amendments to Australian Accounting Standards arising from
AASB 9 (December 2014) - the objective of these Standards is to establish principles for the financial
reporting of financial assets and financial liabilities that will present relevant information to users of
financial statements for their assessment of the amounts, timing, uncertainty of an entity’s future
cash flows, and to make amendments to various accounting standards as a consequence of the
issuance of AASB 9. These standards apply to annual reporting periods beginning on or after
1 January 2018. The future impact is improved disclosure. There is no financial impact expected.

AASB 15 Revenue from Contracts with Customers — The objective of this Standard is to establish the
principles that an entity shall apply to report useful information to users of financial statements about the
nature, amount, timing, an uncertainty of revenue and cash flows arising from a contract with a
customer. In accordance with 2015-8 Amendments to Australian Accounting Standards - Effective Date
of AAS 15, this Standard applies to annual reporting periods beginning on or after 1 January 2018.
Where an entity applies the Standard to an earlier annual reporting period, it shall disclose that fact. The
future impact is increased disclosure. The financial impact is expected to be minimal.

2014-5 Amendments to Australian Accounting Standards arising from AASB 15 — The objective of this
Standard is to make amendments to Australian Accounting Standards and Interpretations arising from
the issuance of AASB 15 Revenue from Contracts with Customers. This Standard applies when
AASB 15 is applied, except that the amendments to AASB9 (December2009) and
AASB 9 (December 2010) apply to annual reporting periods beginning on or after 1 January 2018. This
Standard shall be applied when AASB 15 is applied. The financial impact is minimal.

2016-2 Amendments to Australian Accounting Standards — Disclosure Initiative: Amendments to
AASB 107 — The objective of this Standard is to amend AASB 107 Statement of Cash Flows to require
entities preparing statements in accordance with Tier 1 reporting requirements to provide disclosures
that enable users of financial statements to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash flows and non-cash changes. This Standard applies
to annual periods beginning on or after 1 January 2017. The impact is increased disclosure in relation to
cash flows and non-cash changes.

2016-3 Amendments to Australian Accounting Standards — Clarifications to AASB 15 — The objective of
this Standard is to clarify the requirements on identifying performance obligations, principal versus agent
considerations and the timing of recognising revenue from granting a licence. This Standard applies to
annual periods beginning on or after 1 January 2018. The impact is enhanced disclosure in relation to
revenue. The financial impact is minimal.

AASB 16 Leases — The objective of this Standard is to introduce a single lessee accounting model and
require a lessee to recognise assets and liabilities for all leases with a term of more than 12 months,
unless the underlying asset is of low value. This Standard applies to annual reporting periods beginning
on or after 1 January 2019. The impact is enhanced disclosure in relation to leases. The financial impact
is minimal.
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e 2016-4 Amendments to Australian  Accounting  Standards — Recoverable  Amount  of
Non-Cash-Generating Specialised Assets of Not-for-Profit Entities - The objective of this Standard is to
amend AASB 136 Impairment of Assets to remove references to depreciated replacement cost as a
measure of value in use for not-for-profit entities and to clarify that the recoverable amount of primarily
non-cash-generating assets of not-for-profit entities which are typically specialised in nature and held for
continuing use of their service capacity, is expected to be materially the same as fair value determined
under AASB 13 Fair Value Measurement. A consequence of this approach is that AASB 136 does not
apply to such assets that are regularly revalued to fair value under the revaluation model in AASB 116
and AABS 138, and AASB 136 applies to such assets accounted for under the cost model in AASB 116
and AASB 138. This Standard applies to annual reporting periods beginning on or after 1 January 2017.
The impact is enhanced disclosure in relation to non-cash-generating specialised assets of not-for-profit
entities. There is no financial impact.

e AASB 1058 Income of Not-for-Profit Entities — The objective of this Standard is to establish principles for
not-for-profit entities that receipt volunteer services and apply to transactions where the consideration to
acquire an asset is significantly less than fair value. This Standard applies to annual reporting periods
beginning on or after 1 January 2019. The impact is enhanced disclosure in relation to income of
not-for-profit entities. The financial impact is minimal.

(c) Voluntary changes in accounting policy

There are no material changes in accounting policy for 2016-17.

17.4 Disaggregated information

The State’s consolidated financial information has been disaggregated between the following Sectors:

e General Government;
¢ Public Non-Financial Corporations; and
e Public Financial Corporations.

The Total Non-Financial Public Sector is also presented, which represents the consolidation of the
General Government and PNFC sectors.

This information is provided as there is dissimilarity between General Government activities and those of
entities in the PNFC and the PFC Sectors. Disclosure of this information will assist users of this financial
report in determining the effects of differing activities on the financial position of the State. It will also assist
users in identifying the resources used in the provision of a range of goods and services and the extent to
which the State has recovered the costs of those resources from revenues attributable to those activities.

For the purpose of presenting disaggregated financial information, the expected future income tax
equivalents receivable from the PNFC and PFC Sectors have been recognised in the statements for the
GGS.

17.5 Reporting period

The reporting period for all consolidated entities is the year or period ended 30 June 2017.

17.6 Leases

Operating lease agreements exist for property, plant and equipment, where the lessors effectively retain all
the risks and benefits incidental to ownership of the items leased. Equal instalments of lease payments are
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charged to the Statement of Comprehensive Income over the lease term, as this is representative of the
pattern of benefits to be derived from the leased property.

17.7 Foreign currency balances/transactions

Transactions denominated in a foreign currency are converted at the exchange rate at the date of the
transaction. Foreign currency receivables and payables are translated at the exchange rates current at
balance date.

17.8 Comparative figures

Comparative figures have been adjusted to reflect any changes in accounting policy or the adoption of new
standards.

17.9 Budget information

Budget information refers to original estimates as disclosed in the 2016-17 Budget Papers and is not
subject to audit. Explanation of major variances between budget and actual outcomes for the GGS is
provided in Note 12.

17.10 Rounding

Amounts in the Financial Statements and Notes to the Financial Statements are rounded to the nearest
million dollars, unless otherwise stated. As a consequence, rounded figures may not add to totals. Amounts

less than $500 000 are rounded to zero and are indicated by the symbol “....".

17.11 Accounting judgments, estimates and assumptions

In the preparation of the General Government and Total State Sector Financial Statements, entities are
required to make judgements, estimates and assumptions that affect the reported amounts of assets and
liabilities and the disclosure of contingent liabilities at the date of the Statements and the reported revenue
and costs during the reported period.

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting
estimates are recognised in the period in which the estimate is revised, if the revision affects only that
period; or in the period of the revision and future periods if the revision affects both current and future
periods.

Judgements that have significant effects on the financial statements are discussed below:
(i) Assessment of impairment of non-regulated electricity assets

In accordance with the electricity entities accounting policy, tests are undertaken on an annual basis to
determine whether assets have suffered any impairment. The recoverable amounts of cash-generating
units have been determined based on value-in-use calculations. These calculations require the use of the
following key assumptions:

o forecast electricity pool and contract prices and regulated pricing for non-contestable customers;
o forecast fuel prices;
o forecast maintenance and capital expenditure; and

e discount rates.
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(iiy Fair value of financial instruments

The fair value of financial instruments that are not traded in an active market (for example, certain types of
electricity derivatives) is determined by using valuation techniques. Judgement has been applied to select a
variety of methods and makes assumptions that are mainly based on market conditions existing at each
statement of financial position date.

(iii) Retirement Benefits Fund liability

The Retirement Benefits Fund defined benefit provision has been assessed by the State Actuary and
various actuarial assumptions have been applied to arrive at the carrying value reported.

No assumptions have been made concerning the future that may cause a material adjustment to the
carrying amounts of assets and liabilities within the next reporting period.

(iv) Provision for outstanding and unreported claims in the Motor Accidents Insurance Board

This provision is made at the Statement of Financial Position date for the estimated cost of claims incurred
but not settled, including the cost of claims incurred but not yet reported.

The estimated cost of claims includes direct expenses to be incurred in settling claims gross of the
expected value of recoveries.

The expected future payments are calculated based on the ultimate cost of settling claims, which includes
the anticipated effects of inflation, the goods and services tax and other factors. The expected future
payments are then discounted to a present value at the balance date using market determined risk free
discount rates. Claims handling expenses include the cost of managing claims such as administration
expenses and professional fees that are not otherwise directly allocated to individual claims.

In determining the provision for outstanding claims, a risk margin is added to the total of the net central
estimate of the discounted future claim payments plus the estimated claims handling expenses. The
addition of a risk margin recognises the inherent uncertainties contained within the actuarial valuation and
provides a probability not less than 75 per cent (2016: not less than 75 per cent) that the provision is
sufficient to meet the cost of the claims incurred. The allowances for claims handling expenses and the risk
margin have been determined for the scheme as a whole. For reporting purposes, they have been applied
uniformly to each benefit type. For further detail, refer to the Annual Report of MAIB.

(v) Forest estate valuation methodology

The valuation of the forest estate assets involves a number of assumptions which are summarised below.
For further detail, refer to the Annual Report of Forestry Tasmania.

e The forest estate and Forestry Tasmania’s right to plantations through Tree Farm Agreements are
measured at fair value less costs to sell;

e Forestry Tasmania is responsible for the Permanent Timber Production Zone and the valuation reflects
the quantities now available for harvest under the Forest Management Act 2013;

e The discounted cash flow approach is used to value the biological assets. A market derived discount
rate of 8.75 per cent (8.4 per cent as at 30 June 2016) is used to value the three forest zones;
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17.12 Goods and Services Tax

Revenue, expenses and assets are recognised net of the amount of Goods and Services Tax, except
where the GST incurred is not recoverable from the Australian Taxation Office. Receivables and payables
are stated inclusive of GST. The net amount recoverable, or payable, to the ATO is recognised as an asset
or liability within the Statement of Financial Position.

In the Statement of Cash Flows, the GST component of cash flows arising from operating, investing or
financing activities which is recoverable from, or payable to, the ATO is, in accordance with the Australian
Accounting Standards, classified as operating cash flows.

17.13 Administrative restructuring

From 1 July 2016, the Poppy Advisory and Control Board, formerly part of the Department of Justice,
transferred to the Department of Primary Industries, Parks, Water and Environment.

This has no impact on the financial statements.

17.14 Key Fiscal Aggregates

The financial report presents a number of Key Fiscal Aggregates that are presented on the face of the
statements, as a requirement of the UPF and AASB 1049. A description of the Key Fiscal Aggregates is
provided below.

Net Operating Balance

The Net Operating Balance is a measure of the on-going sustainability of the operations of government. It
indicates whether a government is generating enough revenue to cover the cost of its operations. A
Net Operating Surplus indicates that a government has sufficient revenue to fund its operations and
contribute to an increase in its asset base.

Operating Result

The Operating Result is similar to the Net Operating Balance in that it is a measure of the sustainability of
the operations of government. However, this measure includes movements in asset and liability balances
that result from movements in market values rather than as a result of government operations. These gains
or losses on assets or liabilities are “unrealised” and are not available to fund government operations.

Comprehensive Result

The Comprehensive Result represents the total change in value of the Net Worth during a year arising from
revenues, expenses and movements in the valuation of assets and liabilities. As such, the
Comprehensive Result is equivalent to the total increase or decrease in Net Assets during the year. The
Comprehensive Result is similar to the Operating Result in that it includes unrealised movements in the
value of assets and liabilities that impact on net assets. These movements are not available to fund
operations and do not arise as a result of government decisions.

Fiscal Balance

The Fiscal Balance indicates whether a sufficient surplus is being generated by the operations of
government to fund its capital expenditure needs. It is determined as the difference between revenue from
transactions over expenses from transactions, after allowing for the net addition to non-financial assets
such as buildings and infrastructure.
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Net Debt

Net Debt is a measure used to help assess the overall strength of a Government’s fiscal position. Net Debt
comprises borrowings less the sum of cash and deposits and investments.

Net Financial Liabilities

Net Financial Liabilities comprises total liabilities less financial assets, excluding equity investments in
Government Businesses. This is a broader measure than Net Debt, as it incorporates other liabilities such
as superannuation.

Net Financial Worth

Net Financial Worth is calculated as financial assets less liabilities. This measure is broader than Net Debt,
as it incorporates provisions made (such as superannuation, but not depreciation and bad debts) as well as
ownership of equity.

Net Worth

Net Worth is calculated as total assets (both financial and non-financial) minus total liabilities. Net Worth
incorporates non-financial assets such as land and other infrastructure assets, which may be sold and used
to repay debt. It also incorporates certain financial assets and liabilities not captured by the Net Debt
measure, most notably, accrued employee superannuation liabilities, ownership of equities, debtors and
creditors.

GFS includes shares and contributed capital in the calculation of Net Worth, which for the PNFC and
PFC Sectors is equivalent to the carrying amount of net assets. As a result, GFS Net Worth for the PNFC
and PFC sectors will always be nil. This difference has no impact on GGS or Total State Sector Net Worth.

Net Increase in Cash Held

Net Increase in Cash Held is the sum of net cash flows from all operating, investing and financing activities.
This measure is consistent with the movement in cash and deposits reported in the Statement of Financial
Position, providing a mechanism for managing the cash position to ensure that sufficient cash is available
to fund Government policy decisions.

Cash Surplus/(Deficit)

The Cash Surplus/(Deficit) comprises cash received from operating activities, and from sales and
purchases of non-financial assets less finance leases and similar arrangements.

The Cash Surplus/(Deficit) is important for cash management purposes. It is important to note that a
Cash Surplus does not necessarily imply that there is cash available for spending. This is because the
Cash Surplus/(Deficit) includes funds allocated to provisions such as the Payroll Provision Account.

It should be noted that the Australian Bureau of Statistics does not include equity injections/withdrawals and
the repayment of advances in the calculation of the surplus/(deficit). However, these items can have a
major impact in any given year.
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5 PUBLIC ACCOUNT
STATEMENTS
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CERTIFICATION OF PuBLIC ACCOUNT
STATEMENTS 2016-17

The accompanying special purpose financial report of the Public Account for the year ended 30 June 2017
has been prepared in accordance with the provisions of the Financial Management and Audit Act 1990 and
is in agreement with the relevant accounts and records so as to present fairly the transactions for the year
ended 30 June 2017.

At the date of signing, we are not aware of any circumstances which would render the particulars included
in the financial statements misleading or inaccurate.

Hon Peter Gutwein MP Tony Ferrall

Treasurer Secretary
Department of Treasury and Finance

9\'—\? September 2017
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OPINION OF THE AUDITOR-GENERAL

¢

L/ Tasmanian
Audit Office

Independent Auditor's Report
To Members of the Tasmanian Parliament

Report on the Audit of the Public Account Statements

Opinion

| have audited the accompanying Public Account Statements (the financial statements), which are a
special purpose financial report, comprising seven statements for the year ended 30 June 2017, 2
summary of significant accounting policies, other explanatory notes and the certification by the
Treasurer and the Secretary of the Department of Treasury and Finance.

In my opinion the accompanying financial statements:

(a) present fairly, in all material respects, the balances in the Public Account at 30 June 2017
and the transactions within the Public Account for the year then ended

(b} arein accordance with the Financial Management and Audit Act 1990,
Basis for Opinion

| conducted the audit in accordance with Australian Auditing Standards. My responsibilities under
those standards are further described in the Auditor's Responsibilities for the Audit of the Financial
Statements section of my report. | am independent in accordance with the ethical requirements of
the Accounting Professional and Ethical Standards Board's APES 110 Code of Ethics for Professional
Accountants (the Code) that are relevant to my audit of the financial statements in Australia. | have
also fulfilled my other ethical responsibilities in accordance with the Code.

The Audit Act 2008 further promotes the independence of the Auditor-General. The Auditor-
General is the auditor of all Tasmanian public sector entities and can only be remowved by Parliament.
The Auditor-General may conduct an audit in any way considered appropriate and is not subject to
direction by any person about the way in which audit powers are to be exercised. The Auditor-
General has for the purposes of conducting an audit, access to all documents and property and can
report to Parliament matters which in the Auditor-General's opinion are significant.

My audit is not designed to provide assurance on the accuracy and appropriateness of the budget
information included in the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for
my opinian.
1of3

To provide independent assurance to the Farliament and Community on the performance and accountabllity of the Tasmanian Public sector
Professionalism | Respect | Camaraderie | Continuous Improvement | Customer Focus

Strive | Llead | Excel | To Make a Difference
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Emphasis of Matter - Basis of Accounting

| draw attention to accounting policy notes to the financial statements, which dascribes the basis of
accounting. The financial statements have been prepared to assist the Treasurer to meet the
financial reporting requirements of Section 26E of the Financial Management and Audit Act 1950,
As a result, the financial statements may not be suitable for another purpose. My opinion is not
modified in respect of this matter.

Other Information

The Treasurer is responsible for the other information, which comprises information included in the
Treasurer's Annual Financial Report, but does not include the financial statements and my auditor’s
report therson.

My opinion on the financial statements does not cover the other information and accordingly | do
not express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent with
the financial statements or my knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude that there is 2 material misstatement of this
other information, | am required to report that fact. | have nothing to report in this regard.

Responsibilities of the Treasurer for the Financial Statements

The Treasurer is responsible for the preparation and fair presentation of the financial statements in
accordance with the financial reporting requirements of Section 26E of the Financial Management
and Audit Act 1990 and for such internal control he determines is necessary to enable the
preparation and fair presentation of the financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor's Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a
whaole are free from material misstaternent, whether due to fraud or error, and to issue an auditor’s
report that includes my opinion. Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with the Australian Auditing Standards will always
detact a material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of the financial statements.

L2of3

To provide Independent assurance 1o the Parliament and Community on the performance and accountabllity of the Tasmanian Public sector.
Professionalism | Respect | Camaraderie | Continuous Improvement | Customer Focus

Strive | Llead [ Excel | To Make a Difference
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As part of an audit in accordance with the Australian Auditing Standards, | exercise professional
judgement and maintain professional scepticism throughout the audit. | also:

« |dentify and assass the risks of material misstatement of the financial statements, whether
due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for my opinion.
The risk of not detecting a material misstatement resulting from fraud is higher than for one
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control.

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of internal controls.

« Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Treasurer.

+ Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statemeants represent the underlying
transactions and events in a manner that achieves fair presentation.

| communicate with the Treasurer regarding, among other matters, the planned scope and timing

of the audit and significant audit findings, including any significant deficiencias in internal control
that | identify during my audit.

Yy

Rod Whitehead
Auditor-General

Tasmanian Audit Office

Hobart
27 October 2017

3of3

To provide Independent assurance to the Parliament and Community on the performance and accountabllity of the Tasmanian Public sector.

Professionalism | Respect | Camaraderie | Continuous Improvement | Customer Focus

Strive | lead | Excel | To Make a Difference
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Accounting Policies

Cash Basis of Accounting

The Public Account is maintained on a cash basis. That is, revenue is recorded when it is received, and
expenditure recorded when the payment is made, during the financial year. The Public Account, therefore,
does not include revenue due but not collected, and invoices received but not paid for goods and services
supplied during the financial year. The value of assets and liabilities is not included in the Public Account
Statements and no provision is made for depreciation, employee entitlements or creditors.

While cash accounting is adopted for reporting on the Public Account, certain activities undertaken within
the Public Account involve accrual accounting concepts. Such activities mainly relate to the establishment
of “provisions” in accounts in the Special Deposits and Trust Fund to fund the cost of certain transactions
over more than one year. Funds accumulate in those accounts and are used to meet expenditure in future
years. The main provision accounts relate to debt management, risk management, special capital
investment funds and the 27t pay.

Unaudited Information

Original Budget information was prepared and presented as part of the 2016-17 State Budget in May 2016.
Budget information is, by its nature, an estimate and as a result, this information has not been subject to an
audit process.

Inter-Fund Transactions

No attempt has been made to adjust for inter-fund or inter-agency transactions within the Public Account.
Certain activities result in funds being transferred between accounts in the Special Deposits and Trust Fund
or between the Consolidated Fund and the Special Deposits and Trust Fund. Consequently, expenditure
and receipts in the Public Account are overstated to the extent of any inter-fund and inter-agency transfers.

Cash in Transit

Consistent with a cash basis of accounting, only cash receipted in the Public Account as at 30 June 2017 is
brought to account and reported as revenue of the Public Account for the year.

Administrative Restructuring

From 1 July 2016, the following changes have occurred due to administrative restructuring within the
General Government Sector:

e The Poppy Advisory and Control Board, formerly part of the Department of Justice, transferred to the
Department of Primary Industries, Parks, Water and Environment.

This has no impact on the financial statements.

Rounding

All amounts in the financial statements have been rounded to the nearest million, unless otherwise stated.
As a consequence, rounded figures may not add to totals. Amounts less than $500 000 are rounded to zero

and are indicated by “...." .
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Statement 1 - Public Account Balance

2016-17 2015-16

Actual Actual

$m $m

Consolidated Fund

Special Deposits and Trust Fund 1370 1382

Balance 30 June 1370 1382
REPRESENTED BY:

Westpac Banking Corporation 29 10

Commonwealth Bank of Australial 61 61

Tascorp Investments? 1280 1311

Balance 30 June 1370 1382

Notes:

1. As part of the State’s banking arrangements, Schools bank accounts are held with the Commonwealth Bank of
Australia.

2. Tasmanian Public Finance Corporation investments include the investment of the $310 million proceeds of the
overnight end of year borrowing undertaken on 30 June 2017 ($385 million in 2015-16).
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Statement 2 - Consolidated Fund Outcome

2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Recurrent Receipts
Australian Government sources
General purpose payments 2299 2 255 2281
Specific purpose payments 508 514 482
National partnership payments 71 72 36
2 879 2 840 2799
State sources
Taxation 930 975 942
Receipts from government businesses 248 277 291
Departmental fees and recoveries 96 102 96
Sale and rent of government property 5 5 5
Resource rents and royalties 25 44 20
Other recurrent receipts 148 154 187
1451 1 556 1541
Capital Receipts
Proceeds on sale of assets
Total Receipts 4 333 4 400 4 344
less Expenditure
Recurrent services
Appropriation Act 3751 3782 3685
Reserved by Law 324 307 282
4076 4 089 3966
Works and services
Capital Investment Program 238 237 181
238 237 181
Total Expenditure 4314 4 327 4147
CONSOLIDATED FUND SURPLUS/(DEFICIT) 20 73 197
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Statement 3 - Consolidated Fund Receipts

2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Recurrent Receipts
Australian Government sources
General purpose payments
GST revenue 2299 2 255 2281
Specific purpose payments
Schools 417 422 390
Skills and workforce development 31 32 32
Disability services 32 32 31
Affordable housing 29 29 29
508 514 482
National partnership payments
Grant to the State for local government 71 72 36
71 72 36
Total Australian Government sources 2 879 2 840 2799
State sources
Taxation
Stamp duties 319 361 340
Lottery tax 31 29 30
Land tax 94 101 98
Motor taxation 85 87 85
Casino tax and licence fees 56 54 56
Payroll tax 334 336 323
Betting exchange taxes and levies 3 4
Totalizator wagering levy 7 7 7
930 975 942
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Statement 3 - Consolidated Fund Receipts (continued)

2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Receipts from Government Business Enterprises
Aurora Energy Pty Ltd 29 37 42
Hydro Tasmania 9 9 42
Tasmanian Public Finance Corporation 9 9 6
Tasmanian Networks Pty Ltd 107 126 135
Motor Accidents Insurance Board 52 92 64
Tasmanian Ports Corporation Pty Ltd 3 1
TT-Line Company Pty Ltd 40
Forestry Tasmania 1
Metro Tasmania Pty Ltd 1
248 277 291
Departmental fees and recoveries
Treasury and Finance 1
Justice 4
Education
Primary Industries, Parks, Water and Environment 35 39 37
State Growth 53 53 50
Police, Fire and Emergency Management 1 2 1
Unexplained Wealth Recoveries
96 102 96
Sale and rent of government property
Crown Lands Administration Fund 5 5 5
Resource rents and royalties
Rent and fees from mineral lands 2 2 2
Mineral royalties 20 39 15
Regional water authority licence fees 2 2 3
25 44 20
Other recurrent receipts
Agency superannuation contributions 98 103 103
Fines and fees 18 15 15
Interest on investments - Finance-General 11 17 18
Recoveries from departmental business units 3 3 3
Miscellaneous 18 16 10
Funding for the 27" Pay 38
148 154 187
Total State Sources 1451 1 556 1541
Capital receipts
Proceeds on sale of assets 4 3 3
4 3 4
TOTAL 4333 4 400 4344
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Statement 4 - Consolidated Fund Expenditure

2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Education
Recurrent services 1208 1215 1181
Works and services 56 48 32
1264 1263 1213
Finance-General
Recurrent services 245 253 261
Reserved by Law 295 278 251
540 532 512
Health and Human Services
Recurrent services 1245 1250 1197
Works and services 34 42 20
1279 1291 1217
House of Assembly
Recurrent services
Reserved by Law
Integrity Commission
Recurrent services 2 2 2
Justice
Recurrent services 130 135 127
Reserved by Law 12 12 13
Works and Services 2 2 3
145 148 142
Legislative Council
Recurrent services
Reserved by Law
Legislature-General
Recurrent services 6 7 6
Works and Services
7 7 6
Ministerial and Parliamentary Support
Recurrent services 18 19 18
Reserved by Law 1 1 1
20 20 19
Office of the Director of Public Prosecutions
Recurrent services 6 6 7
Reserved by Law
6 6 8
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Statement 4 - Consolidated Fund Expenditure (continued)

2016-17 2016-17 2015-16
Original
Budget Actual Actual
$m $m $m
Office of the Governor
Recurrent services 3 3 3
Reserved by Law
4 4 4
Office of the Ombudsman
Recurrent services
Police, Fire and Emergency Management
Recurrent services 210 208 197
Works and services 17 12 11
227 220 208
Premier and Cabinet
Recurrent services 66 66 65
Reserved by Law 6
Works and services
74 74 72
Primary Industries, Parks, Water and Environment
Recurrent services 163 172 183
Works and services 11 19 14
174 191 198
State Growth
Recurrent services 372 366 358
Works and services 114 110 98
485 477 456
Tasmanian Audit Office
Recurrent services 2
Reserved by Law
2 2 2
Tourism Tasmania
Recurrent services 27 27 26
27 27 26
Treasury and Finance
Recurrent services 40 42 42
Works and services 3 3 1
43 45 43
TOTAL 4314 4 327 4147
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Statement 5 - Excess Consolidated Fund Recurrent
Services Expenditure

Authorised by Section 11 of the Public Account Act 1986 and the Consolidated Fund
Appropriation (Supplementary Appropriation for 2016-17) Act 2017

Existing Items 2016-17
Authorised Expenditure

$m $m
Education 7 7
Finance-General 19 9
Health and Human Services 5 5
Justice 4 4
Ministerial and Parliamentary Support 1 1
Primary Industries, Parks, Water and Environment 9 9
State Growth 7
Treasury and Finance 4 2
Otherl 1 1

57 38
Note:

1. Other represents the total of excess expenditure for agencies where the excess for that agency is below $500 000.

Statement 6 - Excess Consolidated Fund Works and
Services Expenditure

Authorised by Section 12 of the Public Account Act 1986 and the Consolidated Fund
Appropriation (Supplementary Appropriation for 2016-17) Act 2017

Existing Items 2016-17
Authorised Expenditure

$m $m

Health and Human Services
Primary Industries, Parks, Water and Environment

16 16
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Statement 7 - Special Deposits and Trust Fund

Balance Balance
30 June 30 June
2016 Receipts Payments 2017
$m $m $m $m
Education
Department Operating Account 42 1371 1370 43
Schools Banking Account 61 111 110 61
103 1482 1480 105
Finance-General
Agency Accommodation Charges Account 1 17 17 1
Agency Employment Separation Account @) Q)
Assurance Fund — Land Titles Act 1980 Account 6 6
Australian Government Funding Management Account 303 995 1048 250
Commonwealth State Housing Agreement Account 9 9
Finance-General Operating Account 26 1631 1637 20
Government Car Fleet Account 16 29 29 16
Hospitals Capital Fund
Housing Fund 8 1 7
Infrastructure Tasmania Fund 24 11 13
Payroll Provision Account 11 7 18
Royal Hobart Hospital Redevelopment Fund 1
State Debt Management Account 58 73 75 57
State Works Housing Agreement Account
Tasmanian Forests Agreement Account 10 7 9 8
Tasmanian State Service Risk Management Account 233 62 54 240
The Mount Lyell Closure Trust Fund 1 1
TT-Line Vessel Replacement Fund 40 40
Unclaimed Moneys Account 26 9 35
Voluntary Targeted Employment Separation Account 10 10
734 2 886 2908 713
Health and Human Services
Department Operating Account 92 732 727 97
Home Ownership Assistance Program Operating Account 4 3 8
Housing Services Operating Account 18 144 129 33
114 880 856 138
House of Assembly
House of Assembly Operating Account 8 8
Integrity Commission
Integrity Commission Operating Account 2 2
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Statement 7 - Special Deposits and Trust Fund (continued)

Balance Balance
30 June 30 June
2016 Receipts Payments 2017
$m $m $m $m
Justice
Appeal Costs Fund Deposits Account 1 1
Asbestos Compensation Fund 12 17
Criminal Injuries Compensation Fund 3
Crown Law Trust Account under Section 241 of the
Legal Profession Act 2007 1 32 30 3
Department Operating Account 24 215 214 25
Local Government and Other Elections Operating Account 1
Prisoners Earnings Deposit Account 2 2
Rental Deposit Authority Account 41 20 18 44
Supreme Court Suitors Fund Deposit Account 1
Victims of Crime Assistance Act 1976
Workers’ Compensation Act 1988 Fund Account 3 7 8 3
86 287 277 96
Legislative Council
Legislative Council Operating Account 7 7
Legislature-General
Legislature-General Operating Account 8 8
Office of the Director of Public Prosecutions
Office of the DPP Operating Account 8 8 2
Crime (Confiscation of Profits) Account
2 8 8 3
Office of the Governor
Office of the Governor Operating Account 4 4
Office of the Ombudsman
Office of the Ombudsman Operating Account 3 3
Police, Fire and Emergency Management
Department Operating Account 4 261 258 7
Premier and Cabinet
Department Operating Account 108 108
Service Tasmania Operating Account 4
Sports Development Account 1
Tasmanian Community Fund Account 11 7 7 11
Tasmanian Early Years Foundation Account 1 1
Telecommunications Management Division Operating
Account 3 34 33 3
21 154 153 21
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Statement 7 - Special Deposits and Trust Fund (continued)

Balance Balance
30 June 30 June
2016 Receipts Payments 2017
$m $m $m $m
Primary Industries, Parks, Water and Environment
Crown Lands Administration Fund 56 11 7 60
Department Operating Account 55 299 299 55
Parks Development and Maintenance Account 2 7 7 2
Recreational Fishing Licences Account 1 1
Regional Forest Agreement Account
Valuation Services Operating Account 2 2
119 319 316 121
State Growth
Abt Railway Account 1 1
Department Operating Account 87 1067 1068 86
Government Guarantees Reserve Account
Mines Deposit Account 6 1 6
Princes Wharf Nol Management Account 1 1
95 1068 1068 95
Tasmanian Audit Office
Tasmanian Audit Office Operating Account 3 8 7 3
Tasmanian Health Service
Patient Trust and Hospital Bequest Account 24 33 33 25
THS Operating Account 71 1481 1516 36
95 1515 1549 61
Tourism Tasmania
Tourism Tasmania Operating Account 30 30
Treasury and Finance
Community Support Levy Account
Contract Management Account 3 2
Department Operating Account 49 48
Tasmanian Economic Regulator Account 2 2
5 58 56 8
TOTAL 1382 8987 8999 1370
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6 LOAN CoOuUNCIL OUTCOME
2016-17

Under Loan Council arrangements, every year the Australian Government and each State and Territory
nominate a Loan Council Allocation. A jurisdiction’s LCA incorporates:

¢ the estimated Cash Deficit/(Surplus) of the General Government and Public Non-Financial Corporations
sectors;

¢ Net cash flows from investments in financial assets for policy purposes; and

¢ Memorandum items, which are other financing transactions that are treated as borrowing equivalents
for Loan Council purposes.

The Loan Council evaluates LCA nominations by referring to each jurisdiction’s fiscal position and the
macro-economic implications of the aggregate figure.

Table 6.1 compares Tasmania's 2016-17 LCA as published in the 2016-17 Budget with the
2016-17 Loan Council outcome.

Table 6.1: Loan Council Outcome
2016-17 2016-17
Original
Budget Actual
$m $m
General Government Cash Deficit/(Surplus) 64 (829)
Public Non-Financial Corporations Cash Deficit/(Surplus) 48 124
Total Non-Financial Public Sector underlying Deficit/(Surplus) 112 (705)
Less Total Non-Financial Public Sector Net cash flows from investments in financial (4) (735)
assets for policy purposes
Plus Memorandum items? 126 120
Loan Council Allocation Deficit/(Surplus) 242 150

Note:
1. Memorandum items include borrowings by local government (including TasWater) and the University of Tasmania.

The tolerance limit is calculated as two per cent of Total Non-Financial Public Sector Cash received from
operating activities. The limit is $169 million for 2016-17, and applies between the budget LCA and the
LCA outcome.

If a jurisdiction is likely to exceed its tolerance limit, it must provide an explanation to Loan Council and
make that explanation public. The LCA outcome for 2016-17 is a deficit of $150 million which is a
movement of $92 million from the original Budget estimate. The movement is within the tolerance limit of
$169 million.
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