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EXPLANATION OF ASSUMPTIONS

(a) Final consumption expenditure

· The revised estimate has been calculated as follows:

· The actual expenditure for 2000-01 excluding Superannuation has been escalated by 3% which is lower than trends in previous years but should be achievable in a more fiscally disciplined environment.  Previous years have averaged around 4.5%.

· Superannuation has been escalated by 10%.

(b) Current rates and subsidies

· Grants to non-Government organisations escalated by wages and inflation parameter, around 80% of grants have no efficiency dividend applied.

· s90 fuel and liquor subsidies escalated on basis of formula adjusted for actual usage.

· First Home Owners Scheme – Commonwealth funded scheme, estimates based on ABS data adjusted for actual take-up.

· CSOs to Trading Enterprises – specific methodology used for each CSO: PAWA CSOs currently under review by Utilities Commissioner.

(c) Interest paid

· Interest paid in the revised budget has been reduced to $177M based on recent refinancing which is at a lower rate than had been anticipated.

· A minor treatment change has also been included which affects both interest paid and interest received by the same amount.  This treatment change essentially removes double counting of interest transactions between General Government and Public Trading Enterprises.  This treatment change reduced both amounts by $6M.

· The revision to interest paid involves calculating the interest on the refinancings of $360M (currently at nearly 12%) and new borrowings of $50M and adding the full year effect of the borrowings in the previous year.  The estimated interest rate is 6% thus there is a saving of around $8M on the refinancing of the existing debt and an increase in interest as a result of the $50M new borrowings plus the full year effect of the $340M borrowings in 2000-01.

· The general methodology at budget time was as follows:

· Interest on existing debt is known.

· Interest on new debt and refinancing maturing debt was estimated by allocating the total amount to be borrowed between short, medium and long term money using the following interest rates:

· Short Term Rate:
3 month BBSW of 6.5%

· Medium Term Rate:
3 year NTTC rate of 6.5%

· Long Term Rate:
10 year NNTC rate of 7.0% and 6.0% (late in the year)

· 12 months of interest calculated on an average short term borrowing figure.

· One coupon assumed on medium and long-term money given the majority of this type of borrowing is semi-annual.

(d)
New fixed assets
· Includes Capital Works and Capital Items for general Government and public Trading Enterprises.  Original budget is as follows:

Capital Works Program
$M

General Government
127

Public Trading Enterprises
69


196




Capital Items


General Government
45

Public Trading Enterprises
3


48




Total Capital Works and Capital Items
244

· Revised estimate of $250M increases General Government, Capital Works Program to $133M.

· Labor’s financial statement is based on General Government new fixed assets only as follows:

Capital Works Program
$127M

Capital Items


$  45M





$172M

(e) Capital grants

· Capital grants to non-Government organisations including the Aboriginal housing grant (IHANT) adjusted for inflation and any known changes in Commonwealth SPPs.

· Capital CSO for Aboriginal Essential Services is adjusted for inflation.

(f) Other net expenditure

· Includes revenue from asset sales notably land, public housing and Government vehicles.  

· Over the last four years there have been a number of one-off sales and a program of reducing public housing stock.  

· The original budget estimate for 2001-02 includes two, one-off items. The first of these is the $50M sale of NT Fleet Vehicle Assets. The second is $15M for land acquisition for the Railway Corridor.  The revised estimate for 2001-02 has removed the $50M one-off asset sales.  

· In future years the category will return to its underlying level of around $40M and will remain so unless additional assets are identified for sale.

(g) Taxes

· A detailed analysis is attached by tax type.  It shows that at this early stage of the year some adjustments both up and down could be considered.  However, because of the preliminary nature of the information and the fact that many of the adjustments will be offsetting, it is not proposed to adjust tax revenue at this stage.  The overall conclusion is that the estimated revenues may be slightly pessimistic.

(h) Interest received

· Two changes have been made to the interest received in the revised budget.

· The first change is the treatment difference made to both interest paid and interest received as outlined above.  This reduced both amounts by $6M.

· The estimate for interest received has been increased by $7M reflecting the fact that the Conditions of Service Trust ($155M) is now included in the Public Account.

· The general methodology for interest received is to estimate average cash balances and apply an average earning rate based on the three month bank bill rate at the time at which the estimate is made.  The estimate is not generally adjusted on the basis of judgement on future interest rate movements.  However, advice is taken from the NT Treasury Corporation Advisory Board.

· Interest on the Corporation’s investment portfolio is estimated by applying an interest rate curve to the portfolio.  The interest rate curve as at 14 March 2001 was as follows:

0-3 months
Official Cash Rate
5.5%

4-6 months
90 day BBSW rate
5.1%

7 months – 1 year
180 day BBSW rate
4.89%

13 months – 2 years
Interpolated 1 yr Cwth Bond Rate
4.54%

25 months – 3 years
Interpolated 2 yr Cwth Bond Rate
4.52%

37 months – 4 years
Interpolated 3 yr Cwth Bond Rate
4.57%

49 months – 5 years
Interpolated 4 yr Cwth Bond Rate
4.65%

(i) Commonwealth grants

· Commonwealth grants comprise GST revenue and budget balancing assistance.  The guaranteed minimum amount is the estimate of total revenues that would have been available had the previous arrangements continued.  Budget balancing assistance will be provided until GST revenues exceed their guaranteed minimum amount for each jurisdiction.

Source: Northern Territory Treasury, September 2001
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