CHAPTER 1: FINANCIAL OBJECTIVES AND ECONOMIC
CONDITIONS

The Financial Management Act 1994 requires the Government to operate in accordance with a
set of sound financial management principles. These are to:

« prudently manage financial risks faced by the State, taking into consideration economic
circumstances;

« pursue spending and taxation policies that are consistent with a reasonable degree of stability
and predictability in the level of the tax burden;

« maintain the integrity of the Victorian tax system;

« ensure that government policy decisions have regard to their financial effects on future
generations; and

« provide full, accurate and timely disclosure of financial information relating to the activities
of the Government and its agencies.

The Government’s updated short and long-term financial objectives, as published in the
2009-10 Budget, are summarised in Table 1.1. Progress made in 2008-09 against each of the five
financial objectives is discussed in the following sections.

Table 1.1: Financial objectives

Objective Short term Long term
Net result from transactions At least $100 million in each year Maintain a substantial net result
(operating surplus) from transactions (operating

surplus) that allows for the
delivery of the Government's
infrastructure objectives

Infrastructure Implement strategic infrastructure Deliver world-class infrastructure
projects to maximise economic, social and
environmental benefits

Service delivery Implement 2006 election Provide improved service delivery
commitments to all Victorians
Taxation Implement reforms Provide a fair and efficient tax

system that is competitive with
other states

Net financial liabilities Maintain a triple-A credit rating Maintain state government net
financial liabilities at prudent
levels

Source: Updated financial objectives as published in the 2009-10 Budget, Department of Treasury and Finance
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Objective One: Net result from transactions (operating surplus)

In 2008-09, the Government announced an annual net result from transactions of at least 1 per
cent of revenue. However, the deterioration in the global financial and economic environment
after the 2008-09 Budget was delivered, led the Government to revise its target in the
2009-10 Budget to at least $100 million each year. This was to ensure that the Government’s
short-term target remains relevant in these difficult times to allow for the provision of vital
services while maintaining a sound fiscal position. Once the financial and economic
environment permits, the Government is committed to returning to a budgeted net result from
transactions of at least 1 per cent of revenue.

Table 1.2 shows that in 2008-09, the General Government (GG) sector achieved its updated
short-term financial objective by delivering a net result from transactions of $251 million. The
net result from transactions is considered to be the most robust measure of the Government’s
financial management as it reflects the financial effect of government decisions and other factors
controlled by government, and excludes actuarial adjustments and revaluations. By excluding
these items, the net result from transactions provides a clear representation of the State’s
underlying financial performance. Other operating statement measures are discussed in
Chapter 2.

Table 1.2: Summary operating statement for the period ending 30 June

($ million)
2008-09  2008-09 %
Actual Revised® Change Change
Total revenue 39284.8 39152.1 132.8 0.3
Total expense 39 033.7 38909.6 124.1 0.3
Net result from transactions — Net operating balance 251.2 242.5 8.6 3.6

Source: Department of Treasury and Finance

Note:

(a) Reclassification of unilaterally decided bad debts expenses from a “transaction’ to ‘other economic flows’ has
resulted in amendments to the revised net result from transactions of $163.0 million (as published in the
2009-10 Budget) to $242.5 million for 2008-09, in accordance with relevant accounting standard
requirements.

The 2008-09 GG net result from transactions of $251 million was higher than the estimate in the
2009-10 Budget. Despite achieving a slightly higher-than-expected net result from transactions,
it is below the previous year’s outcome due to the adverse impact of the global financial crisis.
The 2008-09 net result from transactions (operating surplus) has been affected by:

« higher than expected grants revenue, mainly due to unbudgeted Commonwealth Government
funding;

« lower than expected employee expenses;
o lower state taxation as a result of the economic downturn;

« lower than expected revenue from the sale of services and third party revenue across the
GG sector;

« anincrease in grants and other transfers;
« anincrease in interest expenses; and

« policy measures taken by the Government to support activity and meet emerging short-term
needs, including the recovery from the 2009 Victorian bushfires.
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Objective Two: Infrastructure

The Victorian Government expanded and accelerated its infrastructure investment program in
2008-09 as the global financial crisis emphasised the importance of investing in infrastructure to
secure and support employment for Victorians. From 1999 to 2008-09, the GG sector invested
over $23.9 billion in the delivery of world-class infrastructure. In 2008-09, net infrastructure
expenditure by the GG sector was $4.1 billion, while whole of government net infrastructure
expenditure totalled $7.3 billion.

Chart 1.1 shows the general government real capital stock per capita as at 30 June 2009, over the
last 10 years. Already at historically high levels, real capital stock per capita rose by 1.1 per cent
in 2008-009.

Chart 1.1: General government real capital stock per capita as at 30 June @

16 500

16000 -~~~ —~—~ -]

15500 | -~

15 000 -
14 500 -
14 000 -
13 500 -
13 000 -
12 500 -
12 000 - ‘ ‘ ‘ ‘

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

$ per capita (2008-09 prices)

Source: Department of Treasury and Finance

Note:
(&) Includes the revaluation of the capital stock, consistent with the 2008-09 and 2009-10 Budget presentation.

During 2008-09, significant capital expenditure occurred on the following projects:

« school rebuilding, renovation and extension works totalling $433 million, which
incorporates capital works as part of the Government’s $1.9 billion Victorian Schools Plan;

o Monash-West Gate Freeways Improvement Package ($411 million from TEI of
$1.1 billion);

« Safer Roads Infrastructure Program 3 ($102 million from TEI of $722 million);
« construction of the Rectangular Sports Stadium ($98 million from TEI of $212 million); and

« the completion of the Melbourne Recital Centre/Melbourne Theatre Company ($10 million
from TEI of $128 million).

The Victorian Government’s substantial investment in these projects demonstrates its
commitment to delivering world-class infrastructure to maximise economic, social and
environmental benefits and secure jobs for Victorians.

Financial Report 2008-09 Chapter 1



Objective Three: Service delivery

The Government is committed to improving the quality of, access to, and equity of services
provided to all Victorians and is continuing to meet the commitments made in Growing Victoria
Together and the 2008-09 Budget.

The Government’s investment in key service delivery areas is leading to positive results.
Examples of improved service delivery during 2008-09 include:

« the percentage of year three and year five Victorian students achieving the national literacy
and numeracy minimum standards in 2008 was above the national average. In 2008, more
than 95 per cent of Victorian year three students achieved the national minimum standard in
reading, writing and numeracy. At year five, more than 94 per cent of Victorian students
achieved the national minimum standard in numeracy and more than 93 per cent achieved
the national minimum standard in reading and writing.

« since 1999, the Government has boosted the acute health budget for hospitals by $3.8 billion.
This has significantly increased capacity, with over 378 000 additional hospital patients
treated and 10 000 more nurses and 3 000 more doctors employed in 2008-09 compared with
1999-00.

« inresponse to increasing public transport patronage (an estimated 495.3 million metropolitan
public transport trips in 2008-09), the following service improvements were initiated:
completion of the Clifton Hill rail project to alleviate a bottleneck; introduction of the full
Red Orbital bus route; and the lease of five new 240 seat ‘Bumblebee’ (C2 Class) trams.

Through the Regional Infrastructure Development Fund (RIDF), the Government also provided
significant support to build the competitive capacity of regional Victoria through the provision
of economic and community infrastructure in 2008-09. This includes:

« the support of 68 RIDF projects during 2008-09, more than in any other year since the
RIDF commenced operation in 2000. This included 29 Local Industry Road Upgrade
projects across the State to enable the efficient and safe movement of B-double and higher
mass limit vehicles on key regional transport routes, and a number of tourism infrastructure
projects, including four significant pathways and rail trails that will assist in increasing
tourism to regional Victoria; and

« an additional 103 Small Towns Development Fund (STDF) projects were supported to assist
communities in small towns to create new opportunities for socio-economic growth and
development. Forty-one of the STDF projects were supported under the Government’s
STDF drought programs, providing economic opportunities in small communities affected
by drought.

Following the 2009 Victorian bushfires, the Victorian and Commonwealth Governments
partnered with the Red Cross to set up the 2009 Victorian Bushfire Appeal Fund, which has
raised more than $380 million. In addition to the funds raised by the Red Cross, nearly $1 billion
has been spent on Victoria’s recovery, including fire response and suppression activities;
additional police resources; support for affected individuals and families through emergency
assistance grants, temporary housing and the provision of case managers; support for affected
businesses through grants, low interest loans and a tourism package to encourage visitors back to
the regions; a clean-up and demolition program to ensure public safety in affected areas and to
allow rebuilding to commence; a Community Recovery Fund which will provide grants for
sporting clubs and community events; improved emergency services communication system;
and upgraded fire-fighting equipment.
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Objective Four: Taxation

A key financial objective of the Government has been to provide a fair and efficient tax system
that is competitive with other states. Victoria’s competitiveness and productivity growth
depends on reforms and initiatives that reduce business costs and red tape to support business
innovation and growth. Victoria was the first jurisdiction to abolish all eight taxes under the
Intergovernmental Agreement (also known as the goods and services tax (GST) agreement) and
one of only three jurisdictions to have fully complied with that agreement.

In the 2008-09 Budget, the Government continued significant reform of Victoria’s taxation
system which will provide an estimated $1 billion worth of net tax relief to Victorian taxpayers
over the four years to 2011-12. The measures announced were:

« cutting the top land tax rate from 2.5 per cent to 2.25 per cent;
« applying an increase to land tax thresholds of around 10 per cent; and
« cutting the payroll tax rate from 5.05 per cent to 4.95 per cent.

Victoria’s preferred measure of tax competitiveness is state taxation revenue expressed as a
share of nominal GSP, as it aligns the level of taxation revenue to economic activity (see
Chart 2.1). Taxation revenue is expected to fall in all jurisdictions in 2008-09, except the
Northern Territory. This is largely related to deteriorating economic conditions and lower GSP
levels. The main reason for the fall in some states is a large drop in land transfer duties of
between 33 and 50 per cent, as a result of a sharp deterioration in the property market resulting
from the global financial crisis.

Victoria’s decrease in taxation revenue was a moderate 1.8 per cent as the State’s economy has
been relatively resilient in the global economic environment. In 2008-09, the drop in land
transfer duty revenue was partly offset by growth in land tax revenue, as a result of an increase
in site values following the two-yearly revaluation cycle. For these reasons, Victoria’s taxation
to GSP ratio showed a modest fall in 2008-09.
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Chart 1.2: Taxation revenue as a share of nominal GSP®

6.0

55 +

5.0 A

4.5 -

4.0 -

per cent of nominal GSP

3.5

3.0

2000-01 2002-03 2004-05 2006-07 2008-09

- - - =NSW

Vic — — Qld —x—WA —m— Aust

Sources: Australian Bureau of Statistics; Victorian Department of Treasury and Finance; and various state budgets.

Note:

(a) For 2008-09, actual taxation outcomes used for Victoria and budget estimates used for other jurisdictions and
for the Australian average.

Making interstate comparisons of tax competitiveness is difficult and Chart 1.2 does not include
the impact of various other considerations. For example, unlike other states, Victoria has only
minimal access to mining royalty revenue. In 2008-09, Queensland collected over $3.2 billion in
royalties, Western Australia collected over $3.6 billion and New South Wales collected over
$1.4 billion. Victoria only collected $48 million. Revenue of this type can enable other states to
reduce their reliance on taxation revenue. Chart 1.3 shows that Victoria’s ratio of taxes plus
royalties to GSP has been below that of the Australian average for nearly a decade since
2000-01.
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Chart 1.3: Taxation and royalty revenue as a share of nominal GSP®
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budgets.

Note:
(a) For 2008-09, actual taxation outcomes used for Victoria and budget estimates used for other jurisdictions
and for the Australian average.

Objective Five: Net financial liabilities

The Government is maintaining modest and sustainable levels of net financial liabilities,
consistent with both its triple-A credit rating and its commitment to the provision of improved
services and infrastructure. Victoria’s balance sheet remained solid in 2008-09 despite the
adverse impact of the global financial crisis.

Victoria’s triple-A credit rating was re-affirmed by Moody’s Investors Service in January 2009
and Standard and Poor’s in September 2009. The agencies cited Victoria’s strong balance sheet,
diversified economy and prudent fiscal management as key reasons for the affirmation.

The 2008-09 result has produced the following outcomes:

o GG net debt of $5.3 billion (2.0 per cent of GSP) reflecting the size of the Government’s
increased infrastructure investment;

o GG net debt plus superannuation liabilities in 2008-09 was $26.0 billion (9.7 per cent of
GSP); and

« Net financial liabilities were $32.4 billion (12.0 per cent of GSP) in 2008-09, $11.9 billion
higher than the previous year. The increase in net financial liabilities during the year was
mainly due to an increase in the superannuation liability, primarily driven by a reduction in
the discount rate that is used to value this liability and lower than expected investment
returns on superannuation assets. The increase in the superannuation liability resulting from
the variation in the discount rate has no impact on the amount of cash that is required to fund
this liability.
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ECONOMIC CONDITIONS AND OUTCOMES

The global economic environment was particularly weak in 2008-09. Driven by a severe
financial crisis and a wide-spread loss of confidence, the world economy has experienced a
synchronised recession and the weakest outcome in over 60 years. Global production and trade
dropped sharply toward the end of 2008 and in early 2009.

There have also been significant declines in asset prices, particularly equities. Credit markets
have been strained, leading to tighter lending criteria and higher credit spreads. National
governments around the world have responded to the global financial crisis by providing
significant public support to financial systems, easing monetary policy and providing fiscal
stimulus. These efforts appear to be working, with early signs of recovery in Asia and
stabilisation in the Western advanced economies.

In response to the global financial crisis, the Commonwealth Government supported the
Australian economy with short-term, medium-term and long-term fiscal stimulus packages.
These include immediate tax relief and transfer payments to stimulate consumption and support
private demand; the Building the Education Revolution and public and community housing
packages; and the Building Australia Fund, respectively. The Victorian Government also
assisted in stimulating the economy by implementing an expanded and accelerated infrastructure
investment program. The Australian economy has also benefited from expansionary monetary
policy, as the Reserve Bank of Australia aggressively cut official interest rates to an historic low
of 3.0 per cent in April 2009, to stimulate domestic spending. However, this has started to be
unwound more recently.

Against this background of a very weak global economy, the Australian economy has also
weakened, though it has been relatively resilient. In 2008-09 national gross domestic product
(GDP) rose by 1.0 per cent. The labour market has softened, and the national unemployment rate
has increased from a low of 3.9 per cent in February 2008 to 5.8 per cent in August 2009. The
largest deterioration in labour market conditions has occurred in the resource-rich states of
Queensland and Western Australia. This has led to some easing in wages growth.

Headline inflation has also eased to 1.5 per cent over the year to the June quarter, driven by
lower prices for transport, and financial and insurance services. Underlying inflation, however,
remains relatively high, although it is expected to decline, reflecting lower commodity prices
and capacity utilisation.

Growth has also slowed in Victoria, but the Victorian economy has been similarly resilient in
the face of these global headwinds. The 2009-10 Budget forecast Victorian gross state
product (GSP) to grow by 0.5 per cent in 2008-09 and economic developments have been
broadly consistent with this forecast. While state final demand rose by 1.8 per cent, driven by
growth in public investment and dwelling investment, net trade and the balancing item could
still detract from growth. Furthermore, poor weather conditions have resulted in the output of
the Victorian agricultural sector being subdued in 2008-009.

Household consumption rose only slightly in 2008-09. Consumption declined in the first half of
the year but resumed growing in the first half of 2009, boosted by increased disposable income
from fiscal stimulus payments, lower interest rates, and improvements in consumer confidence.

Housing activity recorded strong growth in 2008-09. There has been significant recovery in
housing finance and dwelling approvals over the last half of 2008-09, driven by government
support for first home owners and historically low interest rates. While initially the recovery was
mainly driven by first home buyers, there are signs that the recovery is becoming more broadly
based in the property market. Victoria’s housing sector is clearly outperforming the rest of the
nation. In the last two quarters of 2008-09, Victoria accounted for more than 30 per cent of
national dwelling approvals.
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Business investment in Victoria grew by 1.8 per cent in 2008-09. This was driven by increased
investment in machinery and equipment, whereas investment in buildings and structures has
declined. The slowing business investment growth reported for Victoria in 2008-09 reflects
lower capacity utilisation rates, lower than normal business confidence and much tighter credit
conditions flowing on from effects of the global financial crisis. Interest rates on business loans
have declined by a lesser amount than residential mortgage rates.

Chart 1.4 illustrates how labour market conditions in Victoria have deteriorated in response to
the global financial crisis, which has been largely in line with the 2009-10 Budget forecasts.
Reflecting the increasing flexibility of the labour market, employers have reduced hours more
than head count. The level of employment in Victoria has been broadly unchanged over the past
year, and the Victorian unemployment rate averaged 5.1 per cent in 2008-09, up from 4.5 per
cent in the previous financial year. As is generally the case with economic slowdown, it will
take some time for any sustained period of economic growth to reverse the damage to Victoria’s
unemployment rate caused by the global financial crisis. Wage growth has slowed in response to
the weaker labour market. Victorian wages grew by 4 per cent in 2008-09, slightly below the
forecast of 4.25 per cent growth.

Chart 1.4: Victorian unemployment rate and number of employed persons
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One of the key factors underpinning the resilience of the Victorian economy is strong population
growth. Victoria’s estimated resident population grew by 2.11 per cent over the year to March
2009, which is the highest growth rate since current estimates began in 1971. Victoria’s birth
rate and net overseas migration also remain at a very high level.

Economic growth is expected to continue at a slower rate in 2009-10 than in 2008-09. The
2009-10 Budget forecast Victorian GSP growth of only 0.25 per cent in 2009-10. As growth will
be below trend, the unemployment rate is expected to continue rising and is forecast to average
7.0 per cent in 2009-10. However, some of the downside risks to growth have eased. For
example, there has been a decisive recovery in consumer and business confidence, and the
equity markets have recovered some of their losses, which will benefit household wealth.
Nonetheless, the recovery from the global financial crisis will be slow and uneven, reflecting the
synchronised nature of the global recession and the need to repair financial systems and balance
sheets.

16 Chapter 1 Financial Report 2008-09



	The Victorian economy
	General Government sector outcome
	State of Victoria outcome
	Objective One: Net result from transactions (operating surplus)
	Objective Two: Infrastructure
	Objective Three: Service delivery
	Objective Four: Taxation
	Objective Five: Net financial liabilities
	ECONOMIC CONDITIONS AND OUTCOMES
	FINANCIAL PERFORMANCE
	Revenue
	Grants revenue
	Taxation
	Sale of goods and services revenue
	Other current revenue
	Income from dividends, income tax and rate equivalent revenue
	Interest revenue

	Expenses 
	Other economic flows included in the net result

	FINANCIAL POSITION 
	NET DEBT AND NET FINANCIAL LIABILITIES
	CASH FLOWS
	FINANCIAL PERFORMANCE
	Operating Statement
	Revenue
	Expenses
	Other economic flows and net result


	FINANCIAL POSITION
	CASH FLOWS
	Infrastructure investment

	NET DEBT AND NET FINANCIAL LIABILITIES (NONFINANCIAL PUBLIC SECTOR)
	Indicators of financial condition
	This chapter contains the audited 200809 Financial Report for the State of Victoria and the Victorian general government sector.


	REPORT OF THE AUDITORGENERAL
	CERTIFICATION BY THE DEPARTMENT OF TREASURY AND FINANCE
	NOTES TO THE FINANCIAL STATEMENTS
	Note 1: Statement of significant accounting policies
	(A) Statement of compliance 
	(B) Basis of accounting, preparation and measurement

	Note 1: Statement of significant accounting policies (continued)
	(C) Reporting entity
	System of National Accounts 
	(i) General government (GG)
	(ii) Public nonfinancial corporations (PNFC)
	(iii) Public financial corporations (PFC)


	(D) Basis of consolidation

	Note 1: Statement of significant accounting policies (continued)
	(E) Scope and presentation of financial statements
	Comprehensive operating statement


	Note 1: Statement of significant accounting policies (continued)
	Balance sheet
	Cash flow statement
	Statement of changes in equity
	Impact of AASB 1049 on 200708 comparatives
	(F) Income from transactions

	Note 1: Statement of significant accounting policies (continued)
	Taxation revenue
	Interest revenue 
	Dividends, income tax equivalent and rate equivalent revenue
	Sales of goods and services

	Note 1: Statement of significant accounting policies (continued)
	Grants revenue
	Other current revenue
	(G) Expenses from transactions
	Employee benefits
	Superannuation expense


	Depreciation and amortisation
	Note 1: Statement of significant accounting policies (continued)
	Interest expense
	Other operating expenses

	Note 1: Statement of significant accounting policies (continued)
	Grants and other transfers
	 Other economic flow included in net result
	Net gain/(loss) on sale of nonfinancial assets 
	Net gain/(loss) on financial instruments at fair value
	Net actuarial gains/(losses) on superannuation defined benefit plans

	Note 1: Statement of significant accounting policies (continued)
	(H) Financial assets
	Cash and deposits
	Investments, loans and placements (including advances paid)
	Receivables


	Note 1: Statement of significant accounting policies (continued)
	Investments in associated entities and joint ventures 
	Investments in other sectors
	Impairment of financial assets

	Note 1: Statement of significant accounting policies (continued)
	(I) Nonfinancial assets
	Inventories
	Nonfinancial assets designated as heldforsale
	Land, buildings, infrastructure, plant and equipment


	Note 1: Statement of significant accounting policies (continued)
	Land under roads
	Restrictive nature of cultural and heritage assets, Crown land and infrastructure
	Biological assets
	Leases

	Note 1: Statement of significant accounting policies (continued)
	Intangible assets
	Research and development costs

	Note 1: Statement of significant accounting policies (continued)
	Investment property
	Impairment of nonfinancial assets

	Note 1: Statement of significant accounting policies (continued)
	Revaluations
	Other nonfinancial assets
	(J) Liabilities
	Borrowings (including advances received)
	Financial liabilities designated at fair value through profit or loss
	Financial liabilities at amortised cost
	Other provisions
	Payables
	Other employee benefits
	Onerous contracts 

	(K) Budgetary information
	(L) Right to receive assets
	(M) Accounting for the goods and services tax (GST)
	(N) Derecognition of financial assets and financial liabilities
	Financial assets
	Financial liabilities 

	(O) Reclassification of financial assets and financial liabilities
	(P) Events after the reporting date
	(Q) Disaggregated information 
	(R) Commitments
	(S) Contingent assets and contingent liabilities 
	(T) Foreign currency balances/transactions
	(U) Derivative financial instruments
	(V) Transactions between wholly owned public sector entities
	(W) Cash flow statement
	(X) New accounting standards and interpretations
	Service concessions
	Borrowing costs

	(Y) Rounding
	(Z) Correction of a prior period error

	Note 2:  Disaggregated information
	Note 2:  Disaggregated information (continued)
	Note 2. Disaggregated information (continued)
	Note 2. Disaggregated information (continued)
	Note 2. Disaggregated information (continued)
	Note 3: Taxation
	Note 4: Dividends and income tax equivalent and rate equivalent revenue
	Note 5: Sale of goods and services
	Note 6: Grants
	Note 7: Other current revenue
	Note 8: Superannuation
	Superannuation expense
	Superannuation liability

	Note 8: Superannuation (continued)
	Note 8: Superannuation (continued)
	Note 8: Superannuation (continued)
	Note 9: Depreciation and amortisation
	Note 10: Interest expense
	Note 11: Other operating expenses
	Note 12: Grants and other transfers
	Note 13: Total expenses by government purpose classification
	Note 14: Net gain/(loss) on disposal of nonfinancial assets
	Note 15: Other gains/(losses) from other economic flows
	Note 16: Advances paid and investments, loans and placements
	Note 17: Receivables
	Note 17: Receivables (continued)
	Note 18: Joint ventures
	Note 18: Joint ventures (continued)
	(a) Snowy Hydro Ltd

	Note 18: Joint ventures (continued)
	(b) The Australian Regenerative Medicine Institute
	(a) The Royal Melbourne Showgrounds

	Note 18: Joint ventures (continued)
	(b)  Biosciences Research Centre 
	(c) MurrayDarling Basin Authority

	Note 18: Joint ventures (continued)
	Commitments
	Note 19: Reconciliation of general government sector net gain on equity investments in other sector entities at proportional share of net assets
	Note 20: Inventories
	Note 21: Nonfinancial assets classified as held for sale
	Note 22: Land, buildings, infrastructure, plant and equipment
	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Reconciliation of movements in land and buildings
	Reconciliation of movements in road networks and earthworks

	Note 22: Land, buildings, infrastructure, plant and equipment (continued)
	Reconciliation of movements in cultural assets

	Note 23: Other nonfinancial assets
	Reconciliation of movement in intangibles, investment properties and biological assets

	Note 24: Assets classified by government purpose classification
	Note 25: Borrowings
	Note 26: Other employee benefits
	Note 27: Other provisions
	Note 27: Other provisions (continued)
	Insurance claims assumptions
	Note 27: Other provisions (continued)
	Insurance claims assumptions
	Note 28: Reserves, accumulated funds and minority interest
	Movements in reserves
	Property, plant and equipment revaluation reserve
	Availableforsale investments revaluation reserve

	Note 28: Reserves, accumulated funds and minority interest (continued)
	Revaluation reserve for investments in PFC and PNFC entities
	Other reserves

	Note 29: Cash flow information
	Note 30: Reconciliations
	Note 30: Reconciliations (continued)
	Note 31: Explanations of material variances between budget and actual outcomes
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 31: Explanations of material variances between budget and actual outcomes (continued)
	Note 32: Financial instruments
	(A) Financial risk management objectives and policies

	Note 32: Financial instruments (continued)
	Note 32: Financial instruments (continued)
	(B) Breakdown of interest income
	(C) Breakdown of interest and fee expense items

	Note 32: Financial instruments (continued)
	(D) Net gain or loss by category of financial instruments

	Note 32: Financial instruments (continued)
	(E) Interest rate risk
	Interest rate risk management


	Note 32: Financial instruments (continued)
	Note 32: Financial instruments (continued)
	Interest rate exposure
	Interest rate sensitivity analysis

	Note 32: Financial instruments (continued)
	Note 32: Financial instruments (continued)
	Note 32: Financial instruments (continued)
	(F) Foreign currency risk
	Foreign currency risk management


	Note 32: Financial instruments (continued)
	(G) Equity price risk
	Equity price risk management
	Equity price sensitivity analysis


	Note 32: Financial instruments (continued)
	(H) Credit risk
	(I) Liquidity risk 
	Shortterm liquidity management and control
	Longterm liquidity management monitoring
	Managing a liquidity crisis


	Note 32: Financial instruments (continued)
	Maturity analysis of financial liabilities

	Note 32: Financial instruments (continued)
	(J) Fair value of financial instruments 

	Note 33: Commitments
	Note 33: Commitments (continued)
	Note 34: Contingent assets and contingent liabilities (State of Victoria)
	Contingent assets
	EastLink

	Non quantifiable contingent assets
	CityLink compensable enhancement claims


	Note 34: Contingent assets and contingent liabilities (continued) 
	EastLink
	Contingent asset arising from GST
	Contingent liabilities

	Note 34: Contingent assets and contingent liabilities (continued)
	Non quantifiable contingent liabilities
	2009 Victorian Bushfires


	Note 34: Contingent assets and contingent liabilities (continued)
	Asset sales
	Channel Deepening Project Environmental Performance Bond
	Royal Melbourne Showgrounds

	Note 34: Contingent assets and contingent liabilities (continued)
	National Electricity Code Administrator 
	National Electricity Market Management Company Ltd
	Public transport rail partnership agreements
	Contingent liabilities on early termination or expiry of partnership agreement
	OneLink Transit Systems performance bonus

	Note 34: Contingent assets and contingent liabilities (continued)
	Kamco performancerelated payments
	The State recognises a contingent liability relating to performancerelated payments associated with, and incorporated into the New Ticketing Solution contract with Kamco (Keane Australia Micropayments Consortium Pty Ltd). It is more likely than not that performance standards will be achieved to a standard which attracts performance bonuses but it is too early to accurately forecast these amounts.
	National Express receivership
	Contingent liability arising from goods and services tax
	EastLink
	V/Line Passenger Corporation

	Note 34: Contingent assets and contingent liabilities (continued)
	VicTrack
	Native Title
	Department of Education and Early Childhood Development
	The Biosciences Research Centre 

	Note 34: Contingent assets and contingent liabilities (continued)
	Royal Children’s Hospital 
	HIH Insurance
	Land remediation – environmental concerns
	Victorian Managed Insurance Authority – insurance cover
	Builders’ warranty

	Note 34: Contingent assets and contingent liabilities (continued)
	Gambling licences

	Note 35: Funds under management
	Note 36: Subsequent events
	Wonthaggi desalination plant
	New Department of Health
	Melbourne’s train and tram contracts

	Note 37: Public account disclosure
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	(a) Amounts approved for carryover from 200708 pursuant to Section 32 of the Financial Management Act 1994
	(b) Amounts applied against carryover of appropriations in 200809 pursuant to Section 32 of the Financial Management Act 1994

	Note 37: Public account disclosure (continued)
	(c) Amounts approved for carryover to 200910 pursuant to Section 32 of the Financial Management Act 1994

	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 37: Public account disclosure (continued)
	Note 38: Glossary of technical terms
	ABS GFS manual
	Advances paid
	Capital grants
	Cash surplus/deficit
	Cash surplus/deficit – ABS GFS version
	Change in net worth
	Comprehensive result
	Current grants
	Financial asset

	Note 38: Glossary of technical terms (continued)
	Fiscal aggregates
	Government units
	Government Finance Statistics
	General government sector
	Grants

	Note 38: Glossary of technical terms (continued)
	Grants for on passing
	Institutional unit
	Interest expense
	Key fiscal aggregates
	Net acquisition of non  financial assets (from transactions)
	Net cash from investments in financial assets (liquidity management purposes)

	Note 38: Glossary of technical terms (continued)
	Net cash from investments in financial assets (policy purposes)
	Net debt
	Net financial liabilities
	Net financial worth
	Net gain on equity investments in other sector entities 
	Net lending/borrowing
	Net operating balance

	Note 38: Glossary of technical terms (continued)
	Net result
	Net result from transactions/net operating balance
	Net worth
	Non financial assets
	Non financial public sector (NFPS)
	Non produced assets
	Non profit institution
	Other economic flows

	Note 38: Glossary of technical terms (continued)
	Other superannuation expense
	Payables
	Public financial corporations sector
	Public non financial corporations sector
	Quasi corporation
	Receivables 
	Sale of goods and services
	Superannuation interest expense

	Note 38: Glossary of technical terms (continued)
	Superannuation
	Transactions

	Note 39: Government purpose classification
	General public services
	Public order and safety
	Education
	Health 
	Social security and welfare 
	Housing and community amenities 
	Recreation and culture
	Fuel and energy 
	Agriculture, forestry, fishing and hunting 

	Note 39: Government Purpose Classification (continued)
	Mining and mineral resources, other than fuels; manufacturing; and construction 
	Transport and communications 
	Other economic affairs 
	Other purposes 

	Note 40: Controlled entities
	Note 40: Controlled entities (continued)
	Note 40: Controlled entities (continued)
	Note 40: Controlled entities (continued)
	Note 40: Controlled entities (continued)
	Note 40: Controlled entities (continued)
	Note 40: Controlled entities (continued)

	THE ACCRUAL GFS PRESENTATION
	GENERALLY ACCEPTED ACCOUNTING PRINCIPLES (GAAP) /GFS HARMONISATION
	Financial statements for nonfinancial public sector

	VICTORIA’S 200809 LOAN COUNCIL ALLOCATION 
	Partnerships Victoria in Schools Project
	Biosciences Research Centre (BRC) Project 
	Scope of the Financial Report for the State of Victoria
	Style conventions




