
Andrew Barr MLA 

Chief Minister 

Member for Kurrajong 

Treasurer 
Minister for Economic Development 
Minister for Tourism and Major Events 

Mr Andrew Wall MLA 
Chair 
Select Committee on Estimates 2018-19 
Legislative Assembly 
London Circuit 
CANBERRA ACT 2601 

Dear Mr Wall 

Government Response to the Specialist Budget Advisor {Pegasus Economics) Report on the 
2018-19 Budget 

As you will be aware, the Select Committee on Estimates 2018-19 (the Committee) engaged Pegasus 
Economics to review and advise on the contents of the Territory's 2018-19 Budget. I would like to 
take this opportunity to acknowledge the useful input provided by Pegasus Economics in its 
assessment. For the Committee's information, I wish to provide you with a copy of the 
Government's response to that Report. 

Yours sincerely 

~;:__ 
Andrew Barr MLA 
Chief Minister 

0 5 JUL 2018 

AUSTRALIAN CAPITAL TERRITORY LEGISLATIVE ASSEMBLY 
London Circuit, Canberra ACT 2601, Australia GPO Box 1020, Canberra ACT 2601, Australia 
Phone +61 2 6205 0011 Fax +61 2 6205 0157 Email barr@act.gov.au 

w @ABarrMLA ~ AndrewBarrMLA ~ andrewbarr 





ACT 
Government 

Government Response to the Pegasus Economics 
report 

Review of the ACT Budget 2018-19 

Andrew Barr MLA 

Treasurer 

June 2018 





Introduction 

In its Inquiry into the Appropriation Bi/12018-2019 and the Appropriation {Office of the Legislative 
Assembly) Bill 2018-2019, the Select Committee on Estimates 2018-19 (the Committee) 
commissioned Pegasus Economics (Pegasus) to review the 2018-19 ACT Budget, consistent with the 
Committee's Terms of Reference. Pegasus produced the Review of the ACT Budget 2018-19 (the 
Pegasus Report) for the Committee's consideration. 

The Pegasus Report provides a range of factual assessments regarding the 2018-19 Budget. As 
stated by Pegasus (page 1), the report has been prepared ' ... to assist the ACT Legislative 
Assembly's Select Committee on Estimates in its consideration ofthe 2018-19 ACT Budget'. A copy 
of the report can be found on the Legislative Assembly website: 

https://www.parliament.act.gov.au/ data/assets/pdf file/0017 /1211741/Specialist-Budget
Adviser-Report-ACT-Budget-2018-19.pdf 

The Government remains committed to open, transparent, accountable and responsible practices in 
its management of the Territory's public finances, and ensuring that sustainable taxation revenues 
are closely aligned with service delivery levels that meet community standards. The independent 
review of the 2018-19 Budget undertaken by Pegasus provides a number of important observations 
regarding these activities. These observations are welcomed and, in turn, the Government wishes 
to present this response to the matters raised by Pegasus' assessment for the Committee's 
consideration. 
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1. Economic Forecasts 
(Pegasus Report, chapter 2, pages 2 to 12) 

Pegasus notes that while the economic estimates for 2017-18 and forecasts for 2018-19 in the ACT 
Budget appear reasonable, the projections for ACT State Final Demand, employment growth, the 
Wage Price Index and population growth in the out years may be optimistic for a number of 
reasons, including ongoing Commonwealth Government fiscal restraint and ACT Government tax 
changes. 

Response: 

The approach taken in the ACT Budget to economic parameters is to provide an estimate for the 
current year, a forecast for the Budget year and projections for the remaining three years of the 
forward estimates. The Government uses the best available data at the time of the Budget to 
inform the economic estimates and forecasts. For the projections, the Government assumes a 
return to a 15-year historical trend growth rate over the three-year period, with the application of 
judgment as appropriate. 

As noted by Pegasus the latest State Final Demand result, published after the 2018-19 Budget was 
released, makes it unlikely that the 4 per cent growth in year average terms for 2017-18, as 
estimated in the 2018-19 Budget, will be achieved. Data at the time of preparing the Budget 
supported an outlook of 4 per cent growth this financial year. 

The fundamentals of the ACT economy continue to point to a robust growth outlook in the near 
term and Pegasus is comfortable with the forecast of demand growth in 2018-19 of 3 per cent. 
Pegasus questions the likelihood of achieving in excess of 3 per cent State Final Demand growth in 
the projection period, due to the 2018-19 Commonwealth Budget projecting moderate real 
expenditure growth. However, the Government considers that the Commonwealth will continue to 
make a contribution to ACT economic growth, supported by an increasing contribution from the 
private sector over the forward estimates. 

Pegasus regards the 2¼ per cent WPI forecast for 2018-19 as on the high side and the projections 
rising to 3 per cent in the out years as overly optimistic given the Commonwealth Government's 
recent capping of wage growth under future Enterprise Bargaining Agreements at no more than 
2 per cent per annum. However, this 2 per cent cap will not apply to a substantial portion of 
Canberra-based APS employees for some time. 

The WPI forecasts in the Budget have regard to the actual outcomes under all APS and ACT Public 
Service enterprise agreements and a detailed analysis of the private sector labour market and wage 
conditions - including private sector Enterprise Bargaining Agreements by industry. Wages growth 
is expected to strengthen in the medium term as the labour market continues to tighten. 

Pegasus suggests that the forecast and projections for CPI might be little on the low side on the 
basis that government policies and practices may have locked in slightly higher inflation than 
experienced in other capital cities. 
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The Government forecasts CPI on an expenditure class basis - the finest level of detail in the CPI 
that is publicly available. In doing so, anticipated price increases for electricity, fuel and so on can 
be directly applied to individual expenditure classes, to produce an overall inflation forecast. This 
takes into account the price pressures identified by Pegasus, as well as the downward pressure on 
headline inflation from very low tradeable inflation. This downward pressure is likely to continue 
for the foreseeable future. 

Pegasus regards the population growth forecast and projections in the out years of 1.5 per cent as 
optimistic given the current fiscal stance of the Commonwealth Government. However, the current 
decentralisation agenda of the Commonwealth has only had a very minor impact on the ACT's 
population growth, and relocations announced in the Commonwealth 2018-19 Budget are of a 
similar magnitude to those the ACT has already faced with minimal effect on population growth. In 
addition, half of the ACT's population growth comes from natural increase (births, less deaths) and 
the other half is due to net overseas migration. 

Pegasus also suggests that some ACT residents may relocate to nearby NSW locations to avoid 
taxation by the ACT Government. This is highly unlikely as there are many factors that influence 
location decisions including transport times, access to various amenities and transaction costs 
associated with relocating. In addition, as part of tax reform, while general rates are on an upwards 
trend in the ACT relative to NSW, conveyance duty rates are being cut substantially. It would take 
many years for the significantly higher upfront cost of conveyance duty in NSW to offset the 
cumulative annual difference in general rates. It is also worth noting that, seven years into the 
Government's taxation reform program, annual net interstate migration is positive and has been 
since 2015 - meaning more people are moving to Canberra than are leaving the city. 

2. Medium term forecasts 
(Pegasus Report, section 3.2, pages 14 to 15} 

The Government notes Pegasus' commentary in relation to the Government's ability to maintain its 
balanced budget position in the event that unexpected adverse events occur. 

Response: The Government's fiscal strategy commits to achieving an operating balance over 
time. There have been a number of shocks to the ACT in the past few years - the global financial 
crisis, cuts to both Commonwealth spending and jobs, reductions in Commonwealth grants in 
relation to health and GST, and the Asbestos Eradication Scheme. The Government has taken the 
approach that it would not cut services to the ACT but would temporarily go into deficit to keep the 
ACT economy growing. The Government was able to take such action as a result of its strong 
balance sheet and its AAA credit rating, and the balanced position forecast in all years in the 
2018-19 Budget demonstrates that this approach has been successful. 

The risk of incurring deficits does limit the Government's capacity to deal with unanticipated 
adverse external shocks. However, this does not mean that the Government cannot respond in the 
event of an external shock. 

As has been demonstrated in recent years, the Government has supported the ACT economy in the 
context of several large financial impacts and is now forecasting a return to a balanced budget 
earlier than was anticipated. It has done so while retaining its AAA credit rating, which is itself a 
testament to the effectiveness of the Government's fiscal strategy. 
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Should there be further external shocks, the Government considers that it is well placed to respond, 
based on its track record and the continued strength of the ACT's balance sheet. 

3. Balance sheet measures 
(Pegasus Report, section 3.3, page 15 to 17) 

Pegasus notes that net debt and net financial liabilities remain relatively low compared with net 
worth, but that net debt and net financial liabilities are growing much faster than net worth. 

Response: The growth in net financial liabilities is due to the change to the discount rate 
assumption use to value the defined benefit superannuation liability- reduced from 6 per cent to 
5 per cent. 

The ACT Government has historically mirrored the long-term discount rate assumption used by the 
Commonwealth as this relates to the same defined benefit schemes. Until recently, the discount 
rate used by the Commonwealth was 6 per cent, however this was reduced to 5 per cent in the 
2018-19 Budget. 

Pegasus finds that, while the discount rate has resulted in a deterioration in the reported funding 
position, there is no indication that there will be any difficulty in meeting superannuation 
obligations. Critically, the change in the discount rate does not impact on the actual expected 
future superannuation benefit payments - it just changes the estimated present value of those cash 
flows (ie how much those cash flows in the future are worth today). 

4. Immediate financial position 
(Pegasus Report, section 3.4, pages 17 to 18) 

The Government notes Pegasus' commentary in relation to potentially expanding the number of 
measures the ACT Government uses to indicate the Territory's capacity to meet its obligations 
beyond those currently presented in the Budget Papers. 

Response: The Government does not consider that any additional reporting measures are 
necessary. The Standard & Poor's credit rating already measures the Territory's capacity to meet its 
obligations. In summary: 

• the Territory has been assigned a AAA credit rating by international ratings agency 
Standard & Poor's; 

• the Territory has held a AAA credit rating since February 1994; and 

• an obligation rated 'AAA' has the highest rating assigned by Standard & Poor's. The obliger's 
capacity to meet its financial commitments on the obligation is extremely strong. 
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5. City Renewal Authority and Suburban Land Agency - dividend reductions 
(Pegasus Report, section 4.4, page 27) 

Pegasus has queried the $55.4 million reduction in dividends from the City Renewal Authority and 
the Suburban Land Agency in 2021-22. 

Response: The forecast reduction of $55.4 million in City Renewal Authority and Suburban Land 
Agency dividends in 2021-22 is driven by higher cost of goods sold for land sales projected in 
2021-22. Suburban Land Agency revenue is projected at $500 million, with associated cost of goods 
sold of $270 million due to the development of the higher cost estates of Whitlam, Molonglo 
stage 3, the final stages of Jacka 2 and Eastlake. 

This is considered to be a timing issue; in 2019-20, the forecasts are $429 million of revenue to 
$152 million of cost of goods sold, while in 2020-21, the forecasts are $541 million of revenue and 
$233 million of cost of goods sold. 

6. Large-scale Generation Certificates 
(Pegasus Report, section 4.5, page 28) 

Pegasus has requested advice on the expected schedule of revenue and expenses relating to the 
Large-scale Generation Certificates over the Budget and forward years and the underlying 
valuations applied to the Certificates at the point of recognition. 

Response: Noting the volatility of the market price for Large-scale Generation Certificates, the 
estimates presented in Table 1 below are based on a recent update to market values undertaken by 
the Government. 

Table 1: Financial impacts of accounting treatment of Large-scale Generation Certificates reflected 

in the 2018-19 Budget 

2017-18 2018-19 2019-20 2020-21 2021-22 
$000 $000 $000 $000 $000 

Revenue 72,143 4,310 -54,710 -110,165 -110,165 
Expense -34,400 72,143 127,620 60,331 119,110 
Headline Net Operating Balance Impact 37,743 76,453 72,910 -49,834 8,945 

7. Expenses by function 
(Pegasus Report, section 5.2, pages 29 to 31) 

Pegasus has queried whether a more detailed breakdown of expenses by function into the standard 
sub-functional categories can be provided, and whether it is practical to provide historical 
information on the same basis as employed in this year's Budget. 

Response: A breakdown of expenses by sub-function was published in Budget Paper 3 - see 
Table 9.10, pages 330 to 331, which provides further details, by year, on each of the components of 
each function. 
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As outlined on page 186 of Budget Paper 3, the 2018-19 Budget's disclosure of the General 
Government Sector expenses by function has been prepared using the International Monetary 
Fund's new Government Finance Statistics framework. As there have been a number of significant 
structural changes to the framework, it is not practical to provide comparable historical 
information. 

8. Safer Families - Level of transparency 
(Pegasus Report, section 5.5, page 32) 

The Pegasus Report commends the level of transparency in reporting on the delivery of the Safer 
Families package, but queries why this level of transparency is not extended to other initiatives. 

Response: The Safer Families Levy was introduced in the 2016-17 Budget specifically to fund the 
Safer Families package of initiatives. Additional reporting requirements have been put in place to 
provide assurance to the Canberra community that revenue from the levy continues to fund specific 
programs and activities aimed at reducing the incidence of family and domestic violence. 

9. Capital works program - provisions for public housing 
(Pegasus Report, section 6.2, page 35) 

Pegasus expressed a particular interest in provisions within the capital budget for investment in 
public housing. The Capital Works Program identifies provision for $31.3 million over 4 years for 
Housing ACT, including $11.3 million for new capital works. The Budget Papers indicate that this 
funding will extend existing works-in-progress of $149 million for new public housing properties. 

Response: It is correct that Capital Works Program funding for Housing ACT in the 2018-19 Budget 
is $31.3 million over the four years to 2021-22, including $11.3 million for new works (additional 
details are presented in Budget Paper 3, Table 5.2.2, page 205). 

The Better Public Housing - New public housing properties is a works-in-progress project that will 

receive $149 million over the four years to 2021-22. This project is a component of the 

Government's larger Public Housing Renewal initiative, which will invest in 1,288 new homes across 

Canberra (Budget Paper 3, page 206). 

Total investment under this initiative in the 2018-19 Budget is $106 million in 2018-19 and 

$181.1 million over four years, to be delivered by the Environment, Planning and Sustainable 

Development Directorate). Additionally, Housing ACT will invest $36.9 million in 2018-19 and 

$141.4 million over the four years to 2021-22 to purchase, construct and refurbish properties (this 

investment is funded through Housing ACT's own-source revenue and is in addition to the Capital 

Works Program funding). 
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Altogether, total investment in public housing in the ACT will be $152.4 million in 2018-19 and 

$353.8 million over the four years to 2021-22. Of this total investment, budget funding accounts for 

$115.5 million (76 per cent) in 2018-19 and $212.4 million (60 per cent) over four years. 

10. Repairs and maintenance of public housing stock 
(Pegasus Report, section 6.2, page 35) 

Pegasus notes that 'The Financial Statements for Housing ACT in Budget Statement G identify a 
provision of $37.2 million for depreciation and amortisation in 2018-19 but does not seem to 
identify the expected expenditure on repairs and maintenance of the public housing stock over the 
budget and forward years'. 

Response: Repairs and maintenance expenses for Housing ACT are contained in the Supplies and 
Services expenses line on page 42 of Budget Statement G. The estimated outcome for 2017-18 and 
forecasts for the four years to 2021-22 are provided in Table 2 below. 

Table 2: Repairs and maintenance expenses for Housing ACT 

2017-18 2018-19 2019-20 

Est. outcome Forecast Forecast 

$'000 $'000 $'000 

40,190 40,722 41,746 

11. Capital works planning - future planning timeframe 
(Pegasus Report, section 6.2, pages 35 to 36) 

2020-21 2021-22 

Forecast Forecast 
$'000 $'000 

42,796 44,253 

Pegasus noted that the 2018-19 Budget continues the recent trend of 'ratcheting up the capital 
works program forecasts in the outyears', including 'one consistent pattern in the forward 
estimates for capital works program forecasts is the eventual dramatic decrease in spending across 
the forward years that is never actually realised'. Pegasus cites the budget estimates for 2019-20 as 
an example that shows an initial estimate of $215 million in the 2016-17 Budget rising to 
$869.9 million in the 2018-19 Budget. 

Response: The formulation of the annual budget is a rolling process, whereby the Government 
considers new projects for funding each year, in addition to existing works-in-progress. The 
majority of new works projects receive funding for three years. It should be noted that most of the 
works-in-progress projects are also expected to be completed within three years; however, each 
year there are projects that are re-profiled into the outyears to reflect changes in their delivery 
schedule. 

As a consequence, each year the Budget presents expenditure estimates for projects which have 
been approved for funding in that year, with the fourth year of the estimates period recording the 
lowest level of funding. 
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In subsequent budgets, the funding level for the same year becomes progressively higher as new 
projects are approved and works-in-progress are re-profiled. It is for this reason that the estimated 
capital works program expenditure for 2019-20 rose from $215 million in the 2016-17 Budget to 
$575.7 million in the 2017-18 Budget, and $869.9 million in the 2018-19 Budget. 

While the development and selection of capital works projects for funding follow the four-year 
budget cycle, the longer-term planning process for infrastructure investment in the ACT is guided by 
the Government's 2011-2021 Infrastructure Plan. The 2011-2021 Infrastructure Plan is, in turn, 
governed by the Territory Plan, which is the key statutory planning document for the Territory and 
incorporates the Government's long-term policy and goals. 

The 2011-2021 Infrastructure Plan is updated annually to provide information on key infrastructure 
projects being funded through each budget, as well as a pipeline of projects in the short to medium 
term. 

It is also worth noting that recent Budgets - including the 2018-19 Budget - have made increasing 
use of capital provisions for expected, large scale infrastructure projects to provide greater 
transparency regarding the Government's future capital spend and allow for more accurate 
planning of how fiscal resources will be allocated. Examples of this include the provisions 
established for the major new SPIRE Centre at Canberra Hospital, the Molonglo River Bridge and the 
duplication of William Slim Drive. 

12. Future costs for Stage 2 of the Light Rail project 
(Pegasus Report, section 6.3, page 36) 

The Pegasus Report sought further information on the potential expense and capital implications of 
Stage 2 of the Light Rail project for future Budgets. 

Response: Following the identification of a preferred route, the 2018-19 Budget invests in the 
planning, design and enabling works in relation to Stage 2 of the Light Rail network. Planning is also 
underway regarding the Commonwealth and Parliamentary approval processes associated with 
progressing the light rail to Woden; the ACT Government is actively participating in the Committee 
Inquiry which is currently underway. 

The 2018-19 Budget funding (and prior investments) will be employed in the development of the 
Stage 2 business case, which will detail any refinements to route selection, design and procurement 
methodology, along with an urban renewal strategy. 

Construction costs of the project will be formally considered by the Government following 
completion of the business case, with costs to be detailed in the Budget Papers at the appropriate 
time. In view of these considerations, it is premature to include an estimate of the financial impact 
of Stage 2 in the forward estimates at this time given uncertainties concerning costs and timing. 
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13. Funding of the superannuation liability by 2030 
(Pegasus Report, section 7.5, pages 41 to 43) 

Pegasus suggests that without a significant increase in investment returns or additional 
contributions, the ACT Government is unlikely to achieve its goal of fully funding the 
superannuation liability by 2030. 

Response: The Government considers that the funding plan for the superannuation liability 
remains on target, based on current actual outcomes and current Budget estimates (which are, in 
turn, based on the latest superannuation liability valuation and benefit payment projections). 

Current modelling indicates the funding ratio is expected to be between 90 to 110 per cent at 
30 June 2030. This range is considered acceptable. 

The funding plan is monitored and reviewed on an ongoing basis. Changes in the long-term 
discount rate assumption do not directly impact the expected benefit payments, or the ability to 
fund them. Actual member superannuation benefit payments (over time) are more directly 
impacted by long-term Consumer Price Index (CPI) movements and wages growth. 

All actuarial assumptions are related; if the discount rate is low in the longer-term, it can also be 
expected that CPI and wages growth will fall - the current superannuation liability valuation and 
benefit payment projection estimates do not, however, incorporate lower CPI and wages growth in 
the longer term. 

14. Sensitivity of budget aggregates and assumptions 
(Pegasus Report, section 8.2, page 44) 

Pegasus considers that transparency of the Budget Papers would be improved if they included an 
estimate on the sensitivity of the Budget aggregates to higher or lower growth in the economy, and 
the sensitivity to changes in assumptions regarding wages, population and employment. 

Response: Appendix L to Budget Paper 3 provides estimates on the sensitivity of revenue and 
expenses to the key economic parameters that influence them, the Consumer Price Index and Wage 
Price Index. It also estimates the sensitivity of interest revenue and borrowing costs to interest 
rates and the sensitivity of the defined benefit superannuation liability and superannuation 
expenses to the discount rate. The Government will continue to assess the sensitivity of the budget 
estimates to changes in the economic or other assumptions as required by paragraph ll(l)(c) of the 
Financial Management Act 1996. 

15. Fiscal risks 
(Pegasus Report, section 8.3, pages 45 to 48) 

Pegasus has commented in relation to the level of future Commonwealth funding for the National 
Disability Compensation Scheme (sic) with negotiations between the Commonwealth and the States 
and Territories still ongoing in relation to funding arrangements. 
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Response: The ongoing negotiations relate to the indexation rate to be applied to contributions 
and the establishment of a reserve fund; as such, the risk to the ACT Budget is in the form of higher 
indexation costs and the unknown funding mechanism for the reserve fund. 

Pegasus has noted risks in relation to the provision of Specific Purpose Payments ' ... [as] conditions 
of funding under the Quality Schools program, the Housing and Homelessness package, and the 
Skilling Australians Fund have not yet been fully developed'. 

The Government considers the risks around National Partnership Agreements to be low. 

The conditions for funding under the Quality Schools Agreement are known and the ACT is well 
placed to meet those conditions. The risk relates to transition funding for the Quality Schools 
Agreement. The ACT can manage activity levels according to the final agreement without reducing 
the provision of public school services. 

The conditions for funding under the Housing and Homelessness Agreement are also known and the 
ACT is well placed to meet those conditions. The final conditions for funding under the Skilling 
Australians Fund will be determined at the project level and the ACT will therefore be able to assess 
the risks on a case by case basis and manage them appropriately. 

16. Changes to the ACT Health Directorate 
(Pegasus Report, section 8.3, page 48) 

The Pegasus Report requests additional details regarding the direct costs arising from the creation 
of the new Health agencies, indirect costs associated with the achievement of Budget initiatives in 
the Health area, and the achievement of offsets required within the Health funding envelope. 

Response: The ACT Health Directorate will separate into two organisations, with one responsible 
for clinical operations and one for strategic policy and planning. The direct costs of the transition 
process are yet to be settled, with a short-term taskforce being put in place to facilitate the process. 
The costs are likely to be absorbed in the Directorate's existing 2018-19 budget. 

The Government is expecting that the clearer strategic focus that comes from two agencies will 
translate to better outcomes and enable people in each agency to focus on the work each would do 
best. There may be indirect costs, but there will be benefits as the clinical workforce will focus on 
delivery of quality health services for a growing community, while the strategic policy and planning 
workforce address policies and programs that keep the ACT Health system on track to better 
support the community into the future. The restructure is not expected to affect the budget 
estimates in aggregate. 

The health funding envelope is used to provide funding certainty to the Health Directorate 
regardless of changes in Commonwealth funding contributions and other sources of income. The 
offsets from the Health central provision towards operating costs for new capital initiatives and new 
recurrent initiatives - as reflected in the 2018-19 Budget papers -will not be affected by the split. 
Whether and how the funding envelope applies across the two agencies is yet to be considered by 
Government, but it is likely to be settled before the 2018-19 Budget Review. 
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It should also be noted that overall allocated funding for Health increased by $205.5 million over 
four years as a result of decisions in the 2018-19 Budget. 

17. Disclosure of key accounting policies - application of AASB 1049 in financial reporting 
(Pegasus Report, section A.Z, page 49) 

In relation to the financial statements published in the 2018-19 Budget Papers, Pegasus has 
queried: 

a. 'Was Australian Accounting Standards Board (AASB) standard 1049 adopted as the basis of 
accounting in preparing the budget financial statements?'; and 

b. 'Why, unlike other Australian jurisdictions, are the basis of accounting, key accounting policies 
and a disaggregation of key assets and liabilities not disclosed in notes accompanying the 
financial statement?' 

Response: As stated in the Readers Guide to the 2018-19 Budget (available on line), all of the 
Budget Papers are prepared in accordance with the principles of the standards issued by the 
Australian Accounting Standards Board, including the application of accrual-based accounting. 

Information and discussion on key aspects of the budget- including assets and liabilities- is 
included in Budget Paper 3. The Financial Management Act 1996 does not require the inclusion of 
"notes to the financial statements" in recognition of the nature of budgets (estimates), as distinct 
from the exact point in time financial reporting that occurs at the end of a financial year. 

18. Superannuation return assumptions and sensitivity 
(Pegasus Report, sections A.3 and A.4, pages 50 to 51) 

Pegasus has sought confirmation as to the return assumption that has been included in the Budget, 
and information on the sensitivity of the budget aggregates to a 1 percent variation of the actual 
return on the Territory's superannuation investments. 

Response: The Superannuation Provision Account return assumption is the Consumer Price Index 
plus 4.75 per cent. 

Table 3 below provides a 1 per cent sensitivity analysis for the Superannuation Provision Account 
return estimates. 

Table 3: Sensitivity Analysis - Superannuation Provision Account return estimates 

2018-19 2019-20 2020-21 2021-22 
$'000 $'000 $'000 $'000 

Net Income (Net Operating -515 -1,609 -2,849 -4,429 
Balance impact) 

Capital Gain -39,245 -43,273 -47,943 -53,052 
Headline Net Operating Balance -39,759 -44,883 -50,792 -57,301 

impact 
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19. Accounting treatment for Public Private Partnerships 
(Pegasus Report, section A.5, pages 51 to 52) 

In relation to the accounting treatment employed in the Budget Papers for Public Private 
Partnerships, Pegasus has queried: 

a. 'Why AASB 1059 Service Concession Arrangements: Granters has not been adopted for the Light 
Rail - Stage 1 and the Law Courts PPP projects?'; and 

b. 'What impact on the budget balances would have been had AASB 1059 been adopted?' 

Response: The ACT Government entered into Public Private Partnerships contracts for both the 
ACT Law Courts Facilities and the Light Rail Network during 2015-16. A detailed explanation of the 
rationale behind the adoption of the relevant accounting treatment was provided in the 
2016-17 Budget Paper 3 (page 351). 

AASB 1059 was issued in July 2017 after both projects had commenced. It does not apply until 
1 July 2019. 

The ACT is currently working with the other Australian jurisdictions on how to interpret and apply 
the new standard, including the application of the transitional provisions. No analysis has been 
undertaken in relation to the financial impact of adopting AASB 1059. 
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