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Table 12: Member Contribution Rates

2008 2007
Number of Number of

Contribution Rate Members Total Members Total

% %
2 per cent of salary 463 9 562 10
3 per cent of salary 182 3 229 4
4 per cent of salary 203 4 224 4
5 per cent of salary 815 6 366 6
6 per cent of salary 4 156 78 4 453 76

Member contribution rates increase with age, from an average contribution rate of

4 per cent for those under 30 years of age to around 6 per cent for those 60 years of age
and older. As members approach retirement they tend to increase their contribution rates
to maximise their final NTGPASS age retirement benefit.

Membership by Age and Gender

Females continue to represent the majority of active members at 61 per cent of the total
membership, with age profile analysis highlighting that the majority of males and females
are in the 50 to 59 year age group. This is illustrated in Figure 4.

Figure 4: Membership by Age and Gender
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Retained and Spouse Members
Retained members of NTGPASS include members who have retained all or part of their
benefit in NTGPASS when they left Territory employment, as well as spouse account
holders and non-member spouses who retained all or part of their family law benefit in
NTGPASS. Retained members are not required to make contributions but can do so
under the NTGPASS Rules.

Table 13 illustrates the changes in retained NTGPASS membership. As active
membership decreases, retained membership increases. This year the number of
retained members increased from 4284 members to 4352.
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Table 13: Retained Members of NTGPASS

2008 2007
Retained members at beginning of period 4 284 4233
Add New members
— retained members 258 303
— spouse accounts 12 14
— family law retained benefit 2 2
Less Exits
— retained members 202 267
— spouse accounts 1 -
— family law retained benefit 1 1
Retained members at 30 June 4 352 4284

Governance

Administration and Management of NTGPASS

The Superannuation Act requires:
+ the Commissioner of Superannuation to administer NTGPASS;

+ the Superannuation Investment Board to act as trustees of the fund; and

« the Superannuation Review Board to advise the Treasurer on proposed amendments
to the NTGPASS Rules and to hear appeals against decisions of the Commissioner of
Superannuation.

Figure 5: NTGPASS Administrative Structure
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The Superannuation Act provides that the costs for the day-to-day administration and
management of NTGPASS are paid by the Territory. These costs include the salaries of
Superannuation Office staff, actuarial fees, office accommodation, system administration
costs and board expenses relating to sitting fees, travel expenses and trustee education.
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The Superannuation Act requires the fund to pay expenses incurred by or on behalf of the
trustees in relation to the management of the fund. These expenses include investment
management fees and costs for Regnan and the fund’s tax agent.

The Superannuation Office provides secretariat services to the Superannuation
Investment Board and the Superannuation Review Board. These services include
recording minutes of meetings, preparation and distribution of board papers, financial and
investment reports, travel arrangements, payment of sitting fees to board members and
arranging attendance at educational seminars and conferences for trustees.

Payments to board members are made in accordance with a Determination under the
Assembly Members and Statutory Officers (Remuneration and Other Entitlements) Act
2006 which sets the rates payable to board members for attendance at board meetings,
travel and other board-related activities. Remuneration is not payable where a board
member is also an employee of the NTPS, the Commonwealth or a state public service.

Commissioner of Superannuation

Section 4 of the Superannuation Act provides for a Commissioner of Superannuation to
be appointed by the Administrator. The statutory role of the Commissioner is to administer
NTGPASS and to undertake and manage the investments of the fund as directed by the
Superannuation Investment Board.

Northern Territory Superannuation Office

The Commissioner of Superannuation manages the Northern Territory Superannuation
Office which is a division of Northern Territory Treasury, a Northern Territory Government
agency. The primary role of the Superannuation Office is to:

* provide superannuation policy advice to the Territory;

« administer the Northern Territory’s public sector superannuation schemes and the
Northern Territory Government Death and Invalidity Scheme;

* manage the investments of the Northern Territory’s public sector superannuation funds
as directed by the trustees of the various schemes; and

« provide secretariat services for the Superannuation Review Board, the Superannuation
Investment Board, the Legislative Assembly Members’ Superannuation Trust and the
Northern Territory Police Supplementary Benefit Scheme.

Further information on the Northern Territory Superannuation Office can be found in the

Northern Territory Treasury Annual Report.

Superannuation Investment Board

The Superannuation Investment Board is established by section 11 of the Superannuation
Act. The functions of the board are to act as trustees of the fund and to direct the
Commissioner of Superannuation in managing the investments and the fund on its behalf.

Additionally, the board may direct the Commissioner to:

* engage investment managers, actuaries, financial and legal advisers and other experts,
in relation to the management of the investments of the fund; and

* invest the monies of the fund in investments that the board considers appropriate.

The board comprises three trustees and three alternate trustees appointed by the
Treasurer, each for a five-year term. The Chair and Acting Chair, and the employee
trustee and alternate, are appointed after consultation between the Treasurer and
Unions NT. The third trustee and alternate trustee are appointed by the Treasurer.

At 30 June 2008, the trustees of the Superannuation Investment Board were as follows:
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Chair
Ms Kathleen Robinson FCPA BBus (Acc)

Kathleen is the Executive Director, Corporate Shared Services for

the now Department of Business and Employment. She commenced
with the Northern Territory Public Service (NTPS) in 1978 and has
extensive experience in senior positions in Northern Territory Treasury
and other agencies, primarily focused on financial management, policy
and audit roles. Kathleen was appointed Chair on 22 March 2007.

Acting Chair
Ms Marianne McAdie BBUDP

Marianne manages the Financial Management Reporting Unit in the
Department of Business and Employment. She joined the NTPS

in 1978 and has previously held positions within Northern Territory
Treasury. Marianne was appointed Acting Chair on 22 March 2007.

Trustee
Mr Michael Martin OAM FCPA BA BCom Grad Dip (Admin)
AdvDip (Superannuation)

Michael is a former senior public servant with both the Commonwealth
and Territory governments and has been involved in the accounting
and finance environment for over 30 years. He is currently a lecturer at
Charles Darwin University in Finance and Accounting and is a partner
in a local Territory consultancy firm. Michael was appointed a Trustee
on 11 May 2004 and is the Unions NT employee representative. Prior
to this, he was an Alternate Trustee.

Alternate Trustee
Ms Michelle Kempster

Michelle is the System Administrator for the Road Information
Management System with the Department of Planning and
Infrastructure. She joined the NTPS in 1991. Michelle was appointed
an Alternate Trustee on 11 May 2004 as the Unions NT alternate
employee representative.

Trustee
Mr John Montague BA (Hons Econ)
F FIN GAICD Dip (Superannuation)

John is Senior Director Funds Management in Northern Territory
Treasury and General Manager of the Northern Territory Treasury
Corporation. He joined the NTPS in 1994 after being seconded
from Westpac Banking Corporation, where he held various trading
and management positions. John was appointed a Trustee on

2 December 2003. Prior to this he was an Alternate Trustee of the
Board.

Alternate Trustee

Mr Alex Pollon GAICD

Alex is Assistant Director of the Northern Territory Treasury
Corporation. He joined the NTPS in 1998 and has more than 17 years
experience in the Australian financial markets industry. Alex was
appointed an Alternate Trustee on 2 December 2003.
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Board Meetings

The board met five times during the year. The majority of the meetings related to general
business of the board, investment decisions of the fund and the implementation of
allocated pensions. Representatives of MLC attended four of the five meetings to provide
the board with investment performance updates and educational presentations on
contemporary investment topics.

Although not formally required to do so, the alternate board members also attend the
meetings.

Conflict of Interest

Section 21 of the Superannuation Act provides that a member of the board who has a
direct or indirect interest in any matter being considered by the board must disclose the
nature of that interest as soon as possible at a meeting of the board.

The disclosure of interest does not apply where a member of the board has a direct or
indirect interest in a matter because they are a member of NTGPASS or if they are a
member of an incorporated company with 25 or more members of which they are not a
director.

The board maintains a conflict of interest register as part of its best practice processes.
At the commencement of each meeting, the trustees are required to sign the register and
record any disclosure in the minutes of that meeting.

Where a disclosure is made in relation to a matter being considered, the trustee cannot
take part in deliberations or decisions made on that matter and the trustee is disregarded
for constituting a quorum on that matter.

During the year, there were no conflicts of interest registered.

Trustees’ Indemnity

Section 24 of the Superannuation Act indemnifies members of the board from civil and
criminal actions for any acts or omissions performed in good faith in their capacity as a
board member or in the exercise of a power under the Superannuation Act.

To date, no indemnity issues have arisen in respect of the board members.
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Superannuation Review Board

The Superannuation Review Board is established by section 9 of the Superannuation
Act. The role of the board is to review decisions or actions of the Commissioner of
Superannuation (on request or appeal of those whose benefits are affected by a decision
or action of the Commissioner), and to advise the Treasurer, as the Minister responsible
for superannuation matters, on amendments to the NTGPASS Rules.

The Superannuation Review Board comprises an independent chair, a member
nominated by Unions NT, a member nominated by the Northern Territory Police
Association (NTPA) and a member nominated by the Treasurer. The nominee of the
NTPA participates in an appeal hearing only where the appeal concerns a member of the
NT Police. The nominee of Unions NT does not participate in Police appeal matters.

As at 30 June 2008, the members of the Review Board were:

Chair Ms Jane Large

Acting Chair Mr Christopher Hosking
Member nominated by Unions NT Mr Lynton Sherry
Alternate Member Mr John Carson
Member nominated by NTPA Mr Gowan Carter
Alternate Member Mr Colin Haymon
Member nominated by Minister Mr Robert Bradshaw
Alternate Member Mr David Lisson
Appeals

Section 46(5) of the Superannuation Act provides for a member or other person
dissatisfied by a decision of the Commissioner of Superannuation to request the
Commissioner to reconsider the decision.

Section 47(1) of the Superannuation Act allows a person to appeal to the Superannuation
Review Board in relation to a decision or action of the Commissioner, or the
Commissioner’s failure to make a decision or take action.

One appeal to the Superannuation Review Board was lodged during 2007-08, in relation
to a decision of the Commissioner to not award the payment of a discretionary benefit
to the widow of a former NTGPASS member on the basis that it was outside the scope
of the Act. The Review Board reached a majority decision to approve the discretionary
benefit with a minority view that the benefit was outside the scope of the Act.
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Scheme Rules

The Superannuation Review Board also advises the Minister on any proposed changes
to the NTGPASS Rules. Section 37(2) of the Superannuation Act provides the Treasurer
with the power to amend the Rules by notice in the Government Gazette. However,
before amendments can be made, the Superannuation Review Board must be notified
of the intention to amend the Rules. The Superannuation Review Board must consider
the amendments and within 21 days provide the Treasurer with advice regarding the
amendments.

Compliance with Commonwealth Superannuation Legislation

The superannuation industry is regulated by an extensive and diverse legislative
framework. Commonwealth legislation includes the superannuation industry supervision
framework, the resolution of complaints system, superannuation guarantee regime,
superannuation contributions regime and the taxation of superannuation benefits and
superannuation entities.

Most state and territory public sector schemes, including NTGPASS, are regulated under
their own legislation and have been classified as exempt public sector superannuation
schemes under the Superannuation Industry (Supervision) Act 1993 (Cth) (SIS). SIS
legislation treats exempt public sector superannuation schemes as complying funds for
concessional taxation and superannuation guarantee purposes.

A Heads of Government Agreement requires NTGPASS to conform to the principles
of SIS and the Commonwealth’s retirement income policies. As a result, NTGPASS
is not regulated under SIS but is required to comply with most other Commonwealth
superannuation legislation, for example, superannuation surcharge and family law.

The results of the annual compliance audit and the NTGPASS Annual Report are
provided to the Commonwealth each year to assist in its monitoring of NTGPASS under
the Heads of Government Agreement.

Audits

The Northern Territory Auditor-General’s Office provides audit services to both the
scheme and the fund. Section 43 of the Superannuation Act requires the fund’s financial
statements to be audited by the Auditor-General and tabled in the Legislative Assembly.
The audited financial statements are presented from page 31.

An information technology audit of the Superannuation Office administration system was
included in this year’s audit program. The audit found that there were opportunities for
improvement to the procedures for system configuration changes and recommended
some changes to password controls which will be introduced on a trial basis in 2008-09.

The audit services also include an annual compliance audit to ensure the scheme
complies with the principles of SIS and other relevant legislation. To date there have been
no significant compliance issues arising from these audits.
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During the year, the Australian Taxation Office (ATO) conducted an audit of the
superannuation surcharge debt accounts administered by the Superannuation Office.
Surcharge debt accounts for NTGPASS total around $3.255 million. The audit found
that individual surcharge debt accounts were correctly administered and payments were
correctly applied and remitted to the ATO.

As reported on page 5, Stantons International reviewed the implementation of member
investment choice, Better Super reforms and allocated pensions. The reviews were able
to provide assurance that implementation had conformed with relevant Commonwealth
legislation and reflected good corporate governance and risk management
considerations.

Actuarial Services

Section 45 of the Superannuation Act requires an actuarial review of NTGPASS to be
undertaken every three years and the results tabled in the Legislative Assembly. The
review examines the scheme’s experience during the previous three years, and prepares
projections of the Territory-financed cash flows and accrued liabilities.

The most recent actuarial review of the scheme was undertaken as at 30 June 2007
by PricewaterhouseCoopers Securities Ltd. A summary of the review is presented on
page 53 with the financial statements. The next review is due in 2010.

The actuarial estimates of future cash flows to fund the Territory-financed component of
NTGPASS benefits and accrued liabilities of the scheme (based upon nominal values)
are shown in Table 14.

Table 14: NTGPASS Territory-Financed Benefit Costs

Year to 30 June Cash Flow Accrued Liability
™M $M
2010 68.2 659.9
2015 81.9 689.4
2020 85.8 616.7
2025 77.3 476.7
2030 60.1 313.3
2035 38.7 165.6
2040 18.8 59.8
2045 5.0 10.3
2050 0.3 0.4

In addition to undertaking actuarial reviews, the actuary also provides advice on
superannuation policy matters, including advice on the offset provisions to apply where
a member is retired on the grounds of invalidity and is entitled to workers’ compensation
benefits for loss of earning capacity. The actuary also assists with advice in relation to
taxation deductions available to the fund.
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The Territory has a panel contract for the provision of actuarial services to Northern
Territory Treasury and ad hoc actuarial advice to the Northern Territory Government.
On the panel are Cumpston Sarjeant Pty Ltd, PricewaterhouseCoopers Securities Ltd
and Bendzulla Actuarial Pty Ltd. The contract commenced on 1 July 2007 for a six-year
period.

Actuarial services to the scheme are provided by PricewaterhouseCoopers Securities Ltd.
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Form and Content

Financial statements for superannuation funds are prepared in conformity with Accounting
Standard AAS25 Financial Reporting by Superannuation Plans. To reflect the overall
change in the value of assets available to pay superannuation benefits to members,
AAS25 requires that periodic changes in the net market value of assets be recognised as
revenue.

AAS25 provides for an alternative reporting format to that of other entities, namely:

+ a statement of changes in net assets replaces the operating statement;
- a statement of net assets replaces the balance sheet; and

+ a cash flow statement is not required.

Investments

The fund held investments of $637 million with MLC and $1.5 million with Super Loans
Trust as at 30 June 2008. The investment with Super Loans Trust allows members
access to low interest home loans and credit cards. Cash of approximately $6.7 million
was held in the Westpac operating account for the day-to-day operations of the fund.

Benefit Payments

A benefit payment comprises the member’s accumulation account and, where applicable,
a Territory-financed component. The Territory guarantees to meet the employer share

of benefit entitlements as it arises, and transfers the Territory-financed component to

the fund at the time a benefit is paid. This funding method is known as emerging cost
and is an appropriate way to meet benefits in a public sector scheme. The member
accumulation account contains the member’s contributions and rollovers, accumulated
with interest at the fund’s crediting rate on an annual basis. If applicable, benefit
payments are reduced by the amount of the member’s surcharge debt account at the
time the benefit is paid.

Fund Expenses

Expenses paid by the fund relate to benefit payments, management expenses incurred
in the investment of funds, membership of the governance advisory service and the
provision of tax accounting services. All other administrative costs such as salaries, audit,
actuarial, administration and operational costs are paid by the Territory.
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Independent Auditor’s Report to the Trustees

Ll Northern Territory Government and Public Authorities
AUDITOR-GENERAL Employees” Superannuation Fund

Year Ended 30 June 2008

| have audited the accompanying financial report of the Northern Territory Government

and Public Authorities Employees’ Superannuation Fund (the Fund), which comprises the
statement of changes in net assets, statement of net assets as at 30 June 2008, a summary
of significant accounting policies and other explanatory notes.

The Responsibility of the Superannuation Investment Board (the Board) for the Financial
Report

The Board is responsible for the preparation and fair presentation of the financial report

in accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations). This responsibility includes designing, implementing and maintaining
internal control relevant to the preparation and fair presentation of the financial report that

is free from material misstatement, whether due to fraud or error; selecting and applying
appropriate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor’s Responsibility

My responsibility is to express an opinion on the financial report based on my audit. |
conducted my audit in accordance with Australian Auditing Standards. These Auditing
Standards require that | comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance whether the
financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts

and disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial report 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 the entity’s internal
control. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of accounting estimates made by the Board, as well as evaluating
the overall presentation of the financial report.

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

Auditor’s Opinion

In my opinion, the financial report presents fairly, in all material respects, the financial position
of the Northern Territory Government and Public Authorities Employees’ Superannuation Fund
as at 30 June 2008 and its changes in net assets for the year then ended in accordance with
Australian Accounting Standards (including the Australian Accounting Interpretations).

v
F McGuiness
Auditor-General for the Northern Territory

Darwin, Northern Territory
14 October 2008

Level 12 Northern Territory House 22 Mitchell Street Darwin NT 0800 Tel: 08 8999 7155 Fax: 08 8999 7144
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Statement by the Superannuation Investment Board

In the opinion of the Board:

the accompanying financial statements consisting of a Statement of Changes in Net
Assets, Statement of Net Assets and Notes to the Financial Statements are drawn

up to present fairly the financial position of the Northern Territory Government and
Public Authorities’ Superannuation Scheme as at 30 June 2008 and the results of its
operations for the year then ended in accordance with Australian Accounting Standards
and other mandatory reporting requirements;

the financial statements have been prepared in accordance with the requirements of
the Superannuation Act as amended; and

the scheme has operated in accordance with the provisions of the Superannuation
Act as amended and in compliance with the requirements of the Superannuation
Industry (Supervision) Act 1993 and the Corporations Act 2001 during the year ended
30 June 2008.

A
Chair %@M@f\, Date: 10/10/2008

K ROBINSON
5,& ) o

Member Date: 10/10/2008
J MONTAGUE

Member Date: 10/10/2008

M MARTIN ’
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Statement of Changes in Net Assets
for the year ended 30 June 2008

Note 2008 2007
$000 $000
REVENUE
Investment Revenue
Interest 209 219
Distributions from investments 101 40
Movement in net market value of investments 6 -51 520 89 634

-51 210 89 893
Contributions Income

Member contributions 38 742 39 683
Surcharge payments received 452 280
Territory contributions 63 688 46 790
Territory taxation contributions - 570
Transfers from other funds and rollovers 52 570 51 054
155 452 138 377
TOTAL REVENUE 104 242 228 270
Less:
EXPENSES
Benefits Paid and Payable 4
Disablement benefits 3 336 3 691
Retirement benefits 50 443 33 599
Withdrawal benefits 88 371 63 520
Death benefits 2 069 3512
Pensions paid 152 -
144 371 104 322
Other Expenses
Other expenses 47 85
Superannuation surcharge contributions tax 138 395
185 430
TOTAL EXPENSES 144 556 104 752
Net change for the year before income tax -40 314 123 518
Income tax expense 8(a) 7 081 6 100
Net change for the year after income tax -47 395 117 418
NET ASSETS AVAILABLE TO PAY BENEFITS AT 662 502 545 084
THE BEGINNING OF THE FINANCIAL YEAR
NET ASSETS AVAILABLE TO PAY BENEFITS AT 615 107 662 502

THE END OF THE FINANCIAL YEAR

The statement of changes in net assets should be read in conjunction with the notes to
the financial statements.
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Statement of Net Assets

as at 30 June 2008
Note 2008 2007
$000 $000
ASSETS
Cash and cash equivalents 6 670 2043
Receivables
Sundry debtors 268 6
Territory contributions receivable 26 449 12 695
Territory taxation contributions receivable 570 570
Investments
Units in life policies 5(a),(b) 636 896 680 616
Super Loans Trust 5(c) 1464 1515
TOTAL ASSETS 672 317 697 445
Less:
LIABILITIES
Benefits payable 4(b) 49 806 29 509
Sundry liabilities 6 9
Provision for surcharge contributions tax 2 941 3 257
Current tax liability 8(c) 408 729
Deferred tax liability 8(d) 4 049 1439
TOTAL LIABILITIES (excluding net assets 57 210 34 943
available to pay benefits)
NET ASSETS AVAILABLE TO PAY BENEFITS 615 107 662 502

The statement of net assets should be read in conjunction with the notes to the financial
statements.
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Notes to the Financial Statements for the year ended 30 June 2008

1. Reporting Entity

The Northern Territory Government and Public Authorities Employees’ Superannuation
Fund (ABN 67 738 128 022) is established under the Superannuation Act (as amended).
The fund incorporates a member accumulation and a defined benefit component and
operates for the purpose of providing benefits for or in relation to members under the
Northern Territory Government and Public Authorities’ Superannuation Scheme Rules
(as amended). Administration of the scheme is conducted by the Northern Territory
Superannuation Office on behalf of the Trustees.

2. Summary of Significant Accounting Policies

38

(a) Statement of compliance

The financial statements are general purpose statements which are prepared in
accordance with Australian Accounting Standards (AAS) including AAS25 Financial
Reporting by Superannuation Plans (AAS25) as amended by AASB 2005 13
‘Amendments to Australian Accounting Standards [AAS25]’, other applicable Accounting
Standards, the requirements of the Superannuation Industry (Supervision) Act 1993 and
Regulations, and the provisions of the Superannuation Act as amended.

International Financial Reporting Standards (IFRS) form the basis of Australian
Accounting Standards issued by the Australian Accounting Standards Board (AASB). The
financial statements do not comply to IFRS due to the requirements of AAS25.

The financial statements were approved by the Trustees on 10 October 2008.

(b) Functional and presentation currency
The scheme is a superannuation scheme domiciled in Australia. The financial statements
are presented in Australian dollars, which is the functional currency of the scheme.

Amounts have been rounded to the nearest one thousand dollars except where otherwise
noted.

(c) Use of estimates and judgements

The preparation of financial statements requires the Trustees to make judgements,
estimates and assumptions that affect the application of accounting policies and reported
amounts of assets and liabilities, income and expenses. Actual results may differ from
these estimates.

Estimates and underlying assumptions are viewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised and
any future periods affected.

There are no critical accounting estimates and judgments contained in these financial
statements other than those used to determine the liability for accrued benefits, which are
not brought to account but disclosed by way of note. The following significant accounting
policies have been adopted in the preparation and presentation of the financial report.
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Notes to the Financial Statements for the year ended 30 June 2008
3. Significant Accounting Policies

The accounting policies set out below have been applied consistently in these financial
statements.

The financial statements have been prepared in accordance with the historical cost
convention, except for valuations of investments, which are measured at net market
value. Certain comparative amounts have been reclassified to conform with the current
year’s presentation.

(a) Assets

Assets are included in the Statement of Net Assets at net market value as at reporting
date and movements in net market value of assets are recognised in the Statement of
Changes in Net Assets in the periods in which they occur.

The fund recognises financial assets on the date it becomes party to the contractual
provisions of the asset.

Estimated costs of disposal are deducted in the determination of net market value.
As disposal costs are generally immaterial, unless otherwise stated, net market value
approximates fair value.

The fund’s investments with MLC are unitised and operate as units in pooled
superannuation trusts. The fund’s investment with Super Loans Trust is identified as a
unitised unlisted managed investment scheme. As such, both investments are valued at
the redemption price at reporting date, as advised by the investment managers, and are
based on the net market value of the underlying investment. Unit values denominated in
foreign currency are then translated to Australian dollars at the current exchange rates.

(b) Cash and cash equivalents
Cash and cash equivalents comprise cash at bank, demand deposits and short-term,
highly liquid investments that are readily converted to known amounts of cash.

(c) Financial liabilities
The fund recognises financial liabilities on the date it becomes a party to the contractual
provisions of the instrument.

Benefits payable comprises the entitlements of members who ceased employment with
the employer sponsor prior to year end, but have not been paid by that date. Other
liabilities are payable on demand or short timeframes of less than 60 days.

The fund recognises financial liabilities at net market value as at reporting date with any
change in net market values of the fund’s financial liabilities since the beginning of the
reporting period included in the Statement of Changes in Net Assets for the reporting
period.
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Notes to the Financial Statements for the year ended 30 June 2008

3. Significant Accounting Policies (continued)
(d) Revenue

Interest revenue
Interest revenue is recognised when the fund has established its right to receive the
interest.

Distributions

Distributions from managed investment schemes are recognised as at the date the unit
value is quoted ex-distribution and, if not received at reporting date, are reflected in the
Statement of Net Assets as a receivable at net market value.

Contribution revenue and transfers

Member and contribution revenue is recognised on an accrual basis. Members contribute
to the fund each pay period at an elected contribution rate of between 2 per cent and

6 per cent of their contribution salary. Member contributions are accumulated with
investment returns in the fund.

Members may make additional contributions to their accumulation accounts by making
voluntary contributions or entering into an approved salary sacrifice arrangement.
Investment returns are applied annually to member’s accumulation accounts based on
the earning rate of the fund. Member contributions and investment returns thereon are
accumulated in the fund.

The Territory does not make direct contributions to the fund. Under Section 29 of the
Superannuation Act, all benefits are paid from the fund. Where a benefit contains a
Territory-financed component, the Territory reimburses the fund for this amount at the
time the benefit is paid. Thus, the employee component of benefits is met on a fully
funded basis while the Territory-financed component of benefits is met on an emerging
cost basis. This policy is reflected in the difference between the net assets available
to pay benefits and the amount of the accrued benefits, as calculated by the actuary.
Superannuation co-contributions from the Commonwealth are recognised on a cash
basis as this is the only point at which measurement is reliable.

Movement in net market value of investments

Changes in net market value of investments are recognised as income in the Statement
of Changes in Net Assets in the periods in which they occur. Changes in net market
values are determined as the difference between the net market value at year end or
consideration received (if sold during the year) and the net market value as at the prior
year or cost (if the investment was acquired during the period).

(e) Income Tax

Income tax on benefits accrued as a result of operations for the year comprises current
and deferred tax. Income tax is recognised in the Statement of Changes of Net Assets
except to the extent that it relates to items recognised directly in members’ funds.

Current tax is the expected tax payable on the taxable income for the year using tax
rates enacted or substantially enacted at the Statement of Net Assets date and any
adjustments to tax payable in respect of previous years.
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Notes to the Financial Statements for the year ended 30 June 2008
3. Significant Accounting Policies (continued)

Deferred tax is calculated using the balance sheet method, providing for temporary
differences between the carrying amount of assets and liabilities for financial reporting
purposes and the amounts used for taxation purposes. The amount of deferred tax
provided is based on the expected manner of realisation of the asset using tax rates
enacted or substantially enacted at reporting date.

A deferred tax asset is recognised only to the extent that it is probable that future taxable
profits will be available against which the asset can be utilised. Deferred tax assets are
reviewed at each reporting date and are reduced to the extent it is no longer probable
that a related tax benefit will be realised.

The superannuation scheme established under the Superannuation Act as amended
is an exempt public sector superannuation scheme under the Superannuation Industry
(Supervision) Act 1993 and is deemed to be a complying superannuation fund for the
purposes of Part IX of the Income Tax Assessment Act 1936 as amended. Accordingly,
the concessional tax rate of 15 per cent has been applied.

(f) Accrued Benefits

The amount of accrued benefits has been determined on the basis of the present value
of expected future payments, which arise from membership of the scheme up to the
reporting date. The figure reported below has been determined by reference to expected
future salary levels and by application of a market-based, risk-adjusted discount rate and
relevant actuarial assumptions. The liability for accrued benefits is not included in the
Statement of Net Assets, but the liability at the latest measurement date is reported by
way of note.

In accordance with section 45ZA of the Superannuation Act, the actuarial review of the
operations of the scheme carried out as at 30 June 2007 assessed the value of accrued
benefits at $593.4 million. In determining accrued benefits, it was assumed that rates of
return will on average exceed the rate of general salary inflation by 2.5 per cent per year.
The next triennial review is due in 2010.

(g) Superannuation Contributions (Surcharge) Tax

The Trustees recognise amounts paid or payable in respect of the surcharge tax as an
expense of the fund. The expense (and any corresponding liability) is brought to account
in the period in which the assessments are received by the Trustees and are properly
payable by the fund.

No estimate has been made for the balance of any tax payable in respect of
surchargeable contributions received by the fund during the current year as the Trustees
are unable to determine this amount until receipt of applicable assessments in the
following period.
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The superannuation contribution surcharge is levied on notional surchargeable
contributions in relation to periods from 21 August 1996 to 30 June 2005. The Australian
Taxation Office (ATO) assesses the amount of surcharge based upon each member’s
adjusted taxable income and level of surchargeable contributions and periodically sends
grouped assessments to the fund. The liability to pay the surcharge rests with the holder
of the surchargeable contribution at the time the surcharge assessment is received from
the ATO.

The superannuation surcharge was abolished with effect from 1 July 2005 by the
Superannuation Laws Amendment (Abolition of Surcharge) Act 2005. The last reporting
of contributions for surcharge purposes will be in respect of contributions made up to and
including 30 June 2005.

(h) Goods and Services Tax (GST)

The fund is not registered for GST. Where GST has been applied, revenues, expenses
and assets are recognised inclusive of GST. Receivables and payables in the Statement
of Net Assets are also shown inclusive of GST.

2008 2007
$000 $000
4. Payables
(a) Benefits paid
Member financed benefits 44 632 28 022
Territory financed benefits 49 934 46 791

42

94566 74813
(b) Benefits payable

Member financed benefits 23 357 16 814
Territory financed benefits 26 449 12 695

49 806 29 509
TOTAL BENEFITS EXPENSE 144 371 104 322
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5. Investments

2008

2007

$000

(a) MLC Superannuation — units in Pooled Superannuation Trusts

Conservative
Cautious
Growth
Assertive

Aggressive

(b) MLC Pension — units in Pooled Superannuation
Pension Trusts

Conservative

Cautious

Growth

Assertive

Aggressive

(c) Unit trust

Super Loans Trust

TOTAL INVESTMENTS

8 664
3749
596 254
10 896
12 409
631 972

$000

680 616

680 616

1490
541
2372

521
4924

1464
1464
638 360

1515
1515
682 131
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2008 2007
$000 $000
6. Movements in Net Market Values
Investments held at the end of the financial year:
Super Loans Trust -51 15
Units in Pooled Superannuation Trusts -51 257 89619
Units in Pooled Superannuation Pension Trusts -212 -
TOTAL CHANGES IN NET MARKET VALUE -51 520 89 634

/. Auditors’ Remuneration

Audit services are provided by the Northern Territory Auditor-General’s
Office at no cost to the fund.

8. Income Tax Expense
(a) Major components of tax expense

Current income tax:
Current tax charge 4 472 5078
Adjustments to current tax for prior period - -1

Deferred income tax:

Relating to the origination and reversal of temporary 2609 1023
differences
INCOME TAX EXPENSE 7 081 6 100
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2008 2007
$000 $000
8. Income Tax Expense (continued)
(b) Income tax expense
Total revenue less expenses before income tax -40 314 123 518
Tax applicable at the rate of 15% (2007: 15%) -6 047 18 528
Tax effect of expenses that are not deductible in determining
taxable income
Benefit payments 21 656 15 648
Superannuation contributions surcharge -6 59
Other non deductible expenses - 4
Tax effect of income(loss) that are not assessable
(deductible) in determining taxable income
Investment income 7720 -13 445
Member contributions and transfers in -8 763 -8 261
Non-taxable employer contributions -6 941 -5 975
Surcharge payments received -68 -42
Tax effect of other adjustments
Deduction for anti-detriment payments -195 -118
Notional premium deduction for death and disability -275 -297
Under(+)/over(-) provision prior period - -1
Income tax expense 7 081 6 100
(c) Current tax liabilities tax comprises
Balance at beginning of year 729 1722
Income tax paid — current period -4 064 -4 349
Income tax paid — prior period -729 -1721
Current year’s income tax provision 4 472 5078
Under (+)/over(-) provision prior period - -1
408 729
(d) Deferred tax liabilities
The amount of deferred tax liabilities recognised in the
Statement of Net Assets at reporting date is made up as
follows:
Contributions receivable 4 054 1441
Accrued expenses -1 -1
Unrealised capital gains -4 -1
4 049 1439
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2008 2007
$000 $000
8. Income Tax Expense (continued)

(e) Deferred tax assets

The amount of deferred tax asset not recognised in the

Statement of Net Assets at reporting date, as it is not probable

it will be realised, is made up as follows:

Realised carried forward capital losses 2 831 2 831

9. Liability for Accrued Benefits and Funding Arrangements

46

(a) Benefits Payable
Benefits payable include benefits in respect of members who ceased to be members prior
to year end but had not been paid by that date.

(b) Guaranteed Benefits
The employer-financed component of benefits is paid by the Territory as provided under
section 29(2) of the Superannuation Act.

(c) Employer Contributions Tax Receivable

To ensure fair and equitable treatment, a retrospective payment into the fund for
employer contribution tax is being received. This tax is payable in respect of contributions
paid by the Northern Territory Government to the fund for employees whose service
commenced prior to 1 July 1983.

(d) Accrued Benefits

The amount of accrued benefits has been determined on the basis of the present value
of expected future payments, which arise from membership of the scheme up to the
reporting date. The accrued benefits value has been determined by reference to expected
future salary levels and by application of market-based, risk-adjusted discount rate and
relevant actuarial assumptions. The liability at the latest measurement date is reported by
way of a note.

(e) Closure of Scheme

In 1999 the Territory Government closed NTGPASS to new members. The
superannuation arrangements that apply now require employees who commenced
service on or since 10 August 1999 to nominate a superannuation fund to which employer
superannuation (as required under superannuation guarantee legislation) is paid. Under
the Superannuation Act, this means that they cannot become members of NTGPASS.
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10. Vested Benefits

Vested benefits are benefits that are not conditional upon continued membership of the
scheme and include benefits which members are entitled to receive had they terminated
their membership of the scheme at the reporting date. Vested benefits at a particular date
represent the present value of benefits payable in respect of former members and the
benefits payable to current members on voluntary withdrawal from scheme membership
at that date, and include the payment of member contributions accumulated with
investment returns.

The accrued employer-financed component is partially vested after five years
membership and fully vested after ten years, on retrenchment or after attaining age 55.

Benefits credited to former members of the NTEC Superannuation Scheme for Trade
Categories and, where relevant, benefits payable in consequence of other transfer
arrangements entered into by the scheme have been taken into account in determining
vested benefits.

2008 2007
$M $M
Vested Benefits as at 30 June 1370.74 1 340.30
Net Assets as at 30 June 615.11 662.50

11. Related Parties

(a) Sponsor

The Superannuation Act provides that costs incurred by the Superannuation Investment
Board such as brokerage fees, costs for investment advice, membership of Regnan

(a governance advisory service) and other expenses relating to the functions of the
Investment Board in the investment of the scheme’s funds are paid directly by the fund.

Costs for the day-to-day management of the scheme are paid by the Territory and
include salaries, sitting fees (where applicable), audit, actuarial, office accommodation,
administration and operational costs.

(b) Trustees

Trustees of the fund during the financial year were as follows:

Chair Ms Kathleen Robinson
Acting Chair Ms Marianne McAdie
Member Mr John Montague

Alternate Member Mr Alex Pollon

Member Mr Michael Martin
Alternate Member Ms Michelle Kempster

One trustee was paid sitting fees for services during the 2007-08 financial year ($2 916).
Where a trustee is also a member of the fund, member contributions are made on an
arms length basis.

Annual Report 2007-08 47



Northern Territory Government and Public Authorities Employees’” Superannuation Fund

Notes to the Financial Statements for the year ended 30 June 2008

12. Financial Instruments
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Investments of the fund (other than cash held for liquidity purposes) comprise units

in collective investment products, such units in pooled superannuation trusts and
unlisted managed investment schemes. The Trustees have determined that this type of
investment is appropriate for the fund and is in accordance with the fund’s investment
strategy.

The Trustees have overall responsibility for the establishment and oversight of the fund’s
risk management framework. The Trustees established risk management policies to
identify and analyse the risks faced by the fund and they set appropriate risk limits and
controls, monitor risks and adherence to risk limits. Monitoring of risks includes those
managed by the investment manager, MLC Implemented Consulting (MLC), who were
appointed in 2005.

The Trustees regularly review the risk management policies to ensure changes in market
conditions and the fund’s activities are reflected.

The fund’s investments are exposed to a variety of investment risks, such as market risk
and liquidity risk. This note presents information about the fund’s exposure to these risks,
the fund’s objectives, policies and processes for measuring and managing risk.

MLC reports regularly to the Trustees and provides a formal risk management statement.
Other reports from MLC include:

+ details of the controls it has in place to monitor compliance with the fund’s investment
strategy;

* current asset allocations against target positions;

* investment performance against benchmarks; and

 fund manager compliance reporting.

The following section identifies and outlines the management of risks faced by the fund.
MLC manages these risks on behalf of the fund.
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12. Financial Instruments (continued)
Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market prices. Market risk comprises three types
of risk: currency risk, interest rate risk and other price risk. The objective of market
risk management is to manage and control market risk exposures within acceptable
parameters, while optimising the return on investment. Also to aid in mitigating market
risk, MLC undertakes extensive due diligence prior to the appointment of investment
managers and monitors ongoing investment manager performance.

Currency risk
Currency risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in foreign exchange rates.

The fund is exposed to currency risk on financial instruments that are denominated in a
currency other than Australian dollars. Consequently, the fund is exposed to the risk that
exchange rates may change in a manner that adversely affects the value of the fund’s
investments held in foreign currencies.

Interest rate risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument
will fluctuate because of changes in market interest rates.

The majority of the fund’s financial assets are non-interest-bearing with only cash being
directly subject to interest rate risk. As a result, the fund is subject to limited exposure to
interest rate risk due to fluctuations in interest rates. All the fund’s cash assets are held
with Westpac Banking Corporation.

An increase (or decrease) of 100 basis points (bps) in interest rates at the reporting date
would have increased (decreased) the benefits accrued as a result of operations and net
assets available to pay benefits by the amounts shown below.

Benefits accrued as a  Net assets available to

result of operations pay benefits
Cash and cash equivalents Balance +100 bps +100 bps
$000 $000 $000
30 June 2008 6 670 167 167
30 June 2007 2043 120 120
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Other market price risk

Other market price risk is the risk that the fair value or future cash flows of a financial
instrument will fluctuate because of changes in market prices (other than those arising
from interest rate risk or currency risk), whether those changes are caused by factors
specific to the individual financial instrument or its issuer, or factors affecting all similar
financial instruments traded in the market.

The fund’s financial instruments are carried at net market value with changes recognised
in the Statement of Changes in Net Assets. All changes in market conditions affecting
net market value are therefore recognised in the Statement of Changes in Net Assets.
Investments of the fund (other than cash held for liquidity purposes and investment
properties) comprise fixed interest securities, listed Australian equities, units in collective
investment vehicles such as life office policies, pooled superannuation trusts and other
unitised investments. The fund’s exposure to other market price risk is therefore limited
to the market price movement of these investments. The Trustees have determined that
these investments are appropriate for the fund and are in accordance with the fund’s
published investment strategy in respect of asset class allocation.

Liquidity risk

Liquidity risk is the risk that the fund will not be able to meet its financial obligations as
they fall due. The fund’s approach to managing liquidity is to ensure, as far as possible,
that it will always have sufficient liquidity to meet its liabilities when due, under both
normal and stressed conditions, without incurring unacceptable losses. The fund’s
liquidity risk is managed on a daily basis in accordance with policies and procedures in
place and the fund’s investment strategy. The fund’s overall liquidity risks are regularly
monitored by the Trustees.

Contractual cash flows

Balance potentially payable in 2008-09
$000 $000

30 June 2008
Benefits payable 49 806 49 806
Vested benefits 1370 740 1370 740

1 420 546 1 420 546
30 June 2007
Benefits payable 29 509 29 509
Vested benefits 1340 300 1340 300

1 369 809 1 369 809

Vested benefits (refer Note 10) have been included as this is the amount that members
could call upon as at year end, however members may not necessarily call upon amounts
vested to them during this time.

Annual Report 2007-08



Northern Territory Government and Public Authorities Employees’ Superannuation Fund
Notes to the Financial Statements for the year ended 30 June 2008

12. Financial Instruments (continued)
Credit Risk

Credit risk is the risk that the counterparty to a financial instrument will cause a financial
loss by failing to discharge an obligation.

No financial assets are considered past due as all payments are considered recoverable
when contractually due. The employer-financed superannuation component is paid to the
fund at the time the benefit is paid.

The maximum exposure to credit risk (excluding the value of any collateral or other security)
to recognised financial assets at balance date, is the carrying amount of those assets.

With the exception of the Northern Territory Government, the fund does not have any
material credit risk exposure to any single debtor or group of debtors under financial
instruments entered into by the fund. The Territory financed superannuation component is
guaranteed under section 29 of the Superannuation Act.

2008 2007

$000 $000
Cash and cash equivalents 6 670 2043
Superannuation Investments
MLC - Superannuation Conservative 8 664 -
MLC - Superannuation Cautious 3749 -
MLC - Superannuation Growth 596 254 680 616
MLC - Superannuation Assertive 10 896 -
MLC - Superannuation Aggressive 12 409 -
Pension investments
MLC - Pension Conservative 1490 -
MLC - Pension Cautious 541 -
MLC - Pension Growth 2372 -
MLC - Pension Assertive - -
MLC - Pension Aggressive 521 -
Unit trust investment
Super Loans Trust 1464 1515
Total 645 030 684 174

Estimation of fair values

The fund’s financial assets and liabilities included in the statement of net assets are
carried at net market value which the Trustees believe approximates net fair value.

The major methods and assumptions used in determining net market value of financial
instruments were disclosed in note 3(a) of the summary of significant accounting policies
section.

At 30 June 2008, the carrying amounts of investments which fair values were determined
directly, in full or in part, by reference to published price quotations amounted to
$638 359 879 (2007: $682 130 979).
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13. Events Subsequent to Reporting Date

At 30 September 2008 the value of the fund’s MLC investments declined as a result of

continued financial markets volatility. The values for each NTGPASS investment option
are as follows:

MLC Option Conservative Cautious  Growth Assertive Aggressive Total
M ™M ™ M ™M ™
Superannuation 12.91 4.48 563.87 9.75 9.97 600.98
Pension 2.10 1.09 3.13 - 0.46 6.78
Total 15.01 5.57 567.00 9.75 10.43 607.76

14. Contingent Liabilities

The fund has no contingent liabilities at 30 June 2008 (2007: nil).

15. Segment Reporting

The superannuation scheme operates in one business and geographical segment,

being the provision of superannuation benefits for members in the Northern Territory of
Australia.
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Summary of the Report of the Actuarial Investigation of the Scheme
as at 30 June 2007

The last actuarial review of the Scheme was performed as at 30 June 2007 by
Catherine A Nance FIAA, from PricewaterhouseCoopers Securities Ltd and the results
were provided in her report dated September 2007.

The review dealt with the employer liabilities, which are guaranteed by the Territory under
the Superannuation Act and met on an emerging cost basis. The future cash flows and
accrued liabilities were projected to the year 2052.

The scheme started in 1986 and was closed to new members from 9 August 1999. The
employer cash flow for the year ended 30 June 2007 was $44.7 million. It is expected that
the cash flow will continue to grow over the next twelve years to peak at $86.9 million in
the year 2019-20. It is then expected to decline slowly, becoming zero by 2052.

It was assumed that notional earning rates would exceed the rate of general salary
inflation by 1.75 per cent per year. On this basis the accrued employer liability, calculated
by apportioning liabilities on the basis of length of membership, was $593.4 million as

at 30 June 2007. The accrued liability is expected to increase over the next seven years
to peak at $691.4 million by 2014. The last members are expected to leave by 2052, at
which stage the liabilities will be zero.

If a real discount rate of 2.75 per cent, rather than 1.75 per cent were used, the accrued
liability would be reduced from $593.4 million to $548.8 million.

If a real discount rate of 0.75 per cent, rather than 1.75 per cent were used, the accrued
liability would be increased from $593.4 million to $654.8 million.

Member contributions are invested in the Scheme and credited with interest. Interest
rates are determined so that the market value of the assets of the Scheme is very close
to the sum of the member accounts, so members share fairly in the earnings on their own
contributions.

The financial soundness of the Scheme arises from the Territory guarantee to meet the
employer share of benefit entittements as they arise. This is an appropriate way to meet
benefits in a public sector scheme provided the extent and nature of the liabilities is

disclosed and included within public sector accounts, as is the case with the NTGPASS.
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Appendix: Overview of NTGPASS

The Superannuation Act, Regulations and NTGPASS Rules set out how the NTGPASS
scheme and the fund operate. NTGPASS commenced on 1 October 1986 and was
closed to new active members from 10 August 1999.

This appendix provides an overview of the main entitlements and rules for the scheme.

A comprehensive guide to the scheme is provided in the Member Information booklet and
additional information is also available in the Member Investment Choice and Allocated
Pension booklets, all of which are available on our website.

Scheme Benefits

NTGPASS is a ‘split benefit’ lump sum superannuation scheme and pays benefits which
can comprise four components:

1. A member-financed accumulation account. This component is the member’s
accumulation account balance and comprises the member’s own contributions and
rollovers plus accumulated investment earnings. This component is payable to active,
retained and spouse members.

2. ATerritory-financed benefit. This component is a defined benefit equal to 2.5 per cent
of benefit salary for each benefit point a member accrues as an active member. A
qualifying period of membership is required for the Territory-financed component to be
included in a resignation benefit. Only active members are eligible for this benefit.

3. ATerritory-financed productivity benefit. This component is a defined benefit from the
Northern Territory Supplementary Superannuation Scheme (NTSSS). The NTSSS
commenced in 1988 and was closed to new members in 1999. The NTSSS provides
an award-based 3 per cent productivity superannuation benefit for each completed
year of service since 1988. This benefit is only paid to active members.

4. ATerritory-financed death or invalidity benefit. This component is a defined benefit
payable for active members under the age of 60 who retire due to invalidity or who die
and are survived by a dependant. Only active members are eligible for this benefit.

Membership

56

NTGPASS has three types of members:

1. Active members have been in continuous employment with the Northern Territory
Public Sector (NTPS) since before 10 August 1999. Active members are required
to make compulsory contributions to their accumulation account. On ceasing
NTPS employment, active members can claim their accumulation account and a
Territory-financed defined benefit based on their level of contributions, final salary and
length of scheme membership.

2. Retained members have ceased NTPS employment and chosen to retain all or part
of their accumulation account and Territory-financed benefits in the fund. Retained
members only have an accumulation account in the fund. As retained members claim
their Territory-financed defined benefits on ceasing NTPS employment, they are no
longer eligible for this benefit component.
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3. Spouse members are spouses of active and retained members. Spouse accounts
can also be created following the division of superannuation under the Family Law Act
1975. Spouse members have an accumulation account in the fund but are not eligible
for the Territory-financed defined benefits.

Active Members
Active members make compulsory contributions to their accumulation account at one of
the following contribution rates:

2% 3% 4% 5% 6%

Each 1 per cent of compulsory contributions made for a year entitles the member to one
benefit point. For example, a 6 per cent contribution rate accrues six benefit points each
membership year while a 2 per cent contribution rate accrues two benefit points.

The compulsory contributions entitle the member to a Territory-financed defined benefit
which is calculated according to a formula based on the number of benefit points, length
of membership and benefit salary.

Active members are not able to access their superannuation until they cease NTPS
employment. This restriction applies to the Territory-financed benefit as well as the

member’s accumulation account which may contain rollovers from other funds and

non preserved amounts.

Long Service Leave

Active members must continue to make compulsory contributions during periods of long
service leave (LSL). Members who elect to take any part of their LSL at half pay must
continue to make their compulsory contributions at the full-time rate. This means that the
member’s NTGPASS Territory-financed benefit is not reduced.

Leave Without Pay

The rules for active members who take leave without pay (LWOP) from the NTPS vary
according to the period of LWOP and the purpose for which the leave is taken. Where a
member on LWOP is able to continue to make compulsory member contributions, they
will continue to accrue benefit points during that period. The rules are as follows:

» 14 days or less — member must continue to make their compulsory contributions;

» more than 14 days but less than three months — member is not required to make
compulsory contributions but may request the Commissioner of Superannuation’s
approval to continue to do so;

» more than three months approved for superannuation purposes (for example, maternity
leave without pay and sick leave without pay) — member has the option of continuing to
make compulsory contributions; and

» more than three months but not approved for superannuation purposes (for example,
leave without pay for recreation purposes) — member cannot make compulsory
contributions.

Members are eligible to contribute to NTGPASS if they are temporarily seconded to an
employer outside the NTPS and the temporary employer agrees to meet the cost of the
employer contributions for NTGPASS and NTSSS during that time. For example, for an
active member making compulsory contributions of 6 per cent, the employer contribution
will be 17.4 per cent of salary.
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Portability Arrangements

Portability agreements allow the transfer of superannuation benefits from NTGPASS
to other approved superannuation schemes. This allows active members who cease
NTGPASS membership with less than 10 years of contributory service to have a
fully-vested Territory-financed benefit transferred to their new superannuation fund.

NTGPASS has portability agreements with a number of Commonwealth and Queensland
government superannuation schemes, as well as UniSuper.

The usual condition attached to transfers is that all or part of the Territory-financed
component is preserved and cannot be paid until permanent retirement from the
workforce.

Superannuation Surcharge

The superannuation surcharge was a tax on employer superannuation contributions
for members with an adjusted taxable income above the surcharge income threshold.
The superannuation surcharge commenced in 1996 and was abolished with effect from
1 July 2005.

The surcharge legislation allowed members of defined benefit schemes such as
NTGPASS to retain a surcharge debt account in the scheme and pay the debt to the
Australian Taxation Office (ATO) when they ceased NTPS employment and claimed their
superannuation benefit. Surcharge debt accounts are charged interest each year at the
10-year Commonwealth bond rate. Although the surcharge has been abolished, members
who have a surcharge debt account are still liable to pay their surcharge debt.

Active members can either pay the debt to the fund which will then pay the debt to
the ATO, or continue to accumulate the debt with interest at the 10-year bond rate
(6.45 per cent as at 30 June 2008).

Members who wish to continue to accumulate the debt are not required to do anything.
The total of their surcharge debt plus interest will be deducted from their benefit when
they cease employment with the NTPS and will be paid to the ATO.

Retained Members

On ceasing NTPS employment, active members claim their NTGPASS and NTSSS
Territory-financed benefits. Members have the option of retaining all or part of their
superannuation benefits within NTGPASS.

Retained members can choose how their retained account is invested from the five
pre-mixed investment options. If they do not choose an investment option, their account is
invested in the default (growth) option.

Retained members can continue to make non-concessional contributions to their
accumulation account but the scheme rules do not allow concessional contributions to be
made to their account.

Retained members can rollover part or all of their accumulation account to another
superannuation account at any time and can withdraw a non-preserved amount once in a
12-month period. The minimum withdrawal is $5000 (except where the account balance
is less than $5000). Any preserved amounts must remain in NTGPASS or another
superannuation fund generally until age 55 and permanent retirement from the workforce.

When they reach their preservation age, retained members can transfer part or all of their
retained account to an NTGPASS allocated pension.
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Spouse Members

Active and retained members are able to establish an account on behalf of their spouse.
Spouse accounts can also be established following the division of superannuation under
the Family Law Act 1975. Both the spouse and the member can make contributions to the
spouse account. In addition, a member who contributes on behalf of their spouse may be
eligible for the Commonwealth's superannuation spouse contribution tax offset.

Spouse members are subject to the same rules as retained members in relation to
contributions and benefits.

Defined Benefits

Resignation
Active members who resign or who are dismissed before age 55 receive a resignation
benefit comprising:

- a refund of their member accumulation account;
+ a Territory-financed benefit (subject to vesting); and
+ a Territory-financed productivity benefit.

Vesting refers to the amount of the Territory-financed benefit that the member has
accrued during their NTGPASS membership, which varies depending on their length of
membership. Vesting is only applied to members who resign under the age of 55 with less
than ten years of membership. The rules for vesting on resignation are as follows:

« five or less years of membership — not eligible for a Territory-financed benefit;

* between five and ten years of membership — entitled to a percentage of the
Territory-financed benefit based on the period of contributory membership; and

+ ten years or more membership — entitled to a fully vested Territory-financed benefit.

Age Retirement and Retrenchment
Active members who resign or retire after age 55 or who are retrenched receive a fully
vested benefit, regardless of their length of membership. Their benefit comprises:

« a refund of their member accumulation account;
+ a Territory-financed benefit; and
+ a Territory-financed productivity benefit.

Age retirement benefits can be paid as a lump sum, transferred to an NTGPASS allocated
pension account or a combination of the two.

Death and Invalidity

NTGPASS provides an additional Territory-financed death or invalidity benefit equal to
17.5 per cent of the active member’s benefit salary for each year of prospective service
(that is, service from cessation date to maximum retirement age). The benefit is reduced
where death or invalidity occurs after age 50 and is not paid for active members aged
60 and over. This additional benefit is offset (usually fully) where workers compensation
benefits are payable under the Work Health Act or a workers compensation agreement
(such as a Hopkins agreement) and is not payable where an active member dies leaving
no dependants.
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Invalidity as defined in the Superannuation Act means an assessment by the
Commissioner of Superannuation, after considering medical and other relevant evidence,
that a member has become incapacitated to such an extent as to be rendered unable

to perform any available work for which he or she is reasonably qualified by education,
training or experience with any employer covered by the scheme.

Income Support

A temporary income support benefit is available where a further period of time is needed
to assess whether an active member should be retired on the grounds of invalidity. The
maximum benefit is 80 per cent of salary and is available for up to 12 months. The benefit
is means tested and is payable when sick leave and other available entitlements have
been exhausted.

A non-means tested continuing income support benefit is also available where an
active member has their salary reduced as a result of redeployment because of medical
reasons. The benefit is set at 80 per cent of the difference between the previous salary
and the redeployment salary.

The cost of both temporary and continuing income support benefits is met by the Territory.

Annuity Bonus

Active members who purchase an approved annuity using an age retirement benefit or
invalidity benefit, or the dependants of former member using a death benefit to purchase
an approved annuity, may be eligible to a 5 per cent annuity bonus.

An approved annuity is an income stream that pays a regular income for at least ten
years, for example, a life-time pension or a term annuity. Allocated pensions are not
eligible for the bonus. To be eligible for the bonus, the annuity must be purchased within
90 days of the member (or the dependants) receiving their benefit.

Member Contributions
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All member contributions are held in an accumulation account in the member’s name in
the fund and is invested in their chosen investment option. The fund is the responsibility
of the trustees of the Superannuation Investment Board.

Non-Concessional Contributions

Non-concessional contributions, also referred to as personal or post-tax contributions,
include any contributions made from after-tax income, for example, NTGPASS
compulsory member contributions, spouse contributions and Commonwealth
co-contributions. Because these contributions have been previously taxed, they are not
taxed in the fund.

Active, retained and spouse members are eligible to make non-concessional contributions
to their accumulation accounts in the fund. Active members must be contributing the
maximum compulsory member contributions (6 per cent) before they can make additional
non-concessional contributions to their accumulation account. This is to ensure that

they maximise their Territory-financed defined benefit which is based on their level of
compulsory contributions.

An annual cap of $150 000 applies to non-concessional contributions. The rules on the
non-concessional caps are as follows:
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* members under 65 years of age can bring forward two years of contributions, enabling
$450 000 to be contributed in one year, with no further contributions in the next two
years;

* members aged 65 to 74 must satisfy the work test to make non-concessional
contributions and are not able to access the bring forward arrangements; and

* members aged 75 years or over are not eligible to make non-concessional contributions
to a superannuation fund.

Any non-concessional contributions that exceed the cap are subject to additional tax of
46.5 per cent.

Concessional Contributions

Concessional contributions are contributions made from before tax income such as salary
sacrifice contributions, as well as employer contributions made by the government when
you exit the scheme. These contributions are concessionally taxed at 15 per cent.

The fund receives the employer contributions for the Territory-financed defined benefit
component of active members’ benefits at the time the benefit is paid to the exiting
member. This is known as an emerging cost arrangement. A guarantee of the payment
of the Territory-financed component of benefits is provided under section 29 (2) of the
Superannuation Act.

Retained and spouse members are not eligible to have concessional (employer and
salary sacrifice) contributions paid to their accumulation accounts in the fund.

Active members can make concessional (salary sacrifice) contributions, provided they
are contributing the maximum compulsory member contributions (6 per cent). Salary
sacrifice contributions are made by regular fortnightly payroll deductions. The amount can
be varied by notice in writing to the payroll section. An annual fee is applicable which can
also be salary sacrificed.

An annual cap of $50 000 applies to concessional contributions. Transitional
arrangements allow active members aged 50 years and over to contribute up to an
annual cap of $100 000 each year until 30 June 2012. Any contributions that exceed
the cap are taxed at an additional 31.5 per cent. The $50 000 cap will be indexed in line
with the Australian Bureau of Statistics’ Average Weekly Ordinary Time Earnings, and
increased in increments of $5000. The transitional $100 000 cap will not be indexed.

In addition to salary sacrifice contributions, for members of a defined benefit
superannuation scheme such as NTGPASS, a notional amount of contributions, known
as notional taxed contributions are treated as concessional contributions and count
towards the concessional cap. As reported last year, the Commonwealth’s policy intent
on concessional caps was that the limit would not include the employer component of
unfunded schemes such as NTGPASS. However, the legislation does not reflect this
and at this time it is not clear if or when the legislation will be amended. A number of
other state public sector schemes are also adversely affected and we have asked the
Commonwealth to amend the legislation to reflect the policy intent.

In the meantime, it is recommended that members take into account the notional taxed
contribution to ensure their salary sacrifice contributions do not exceed the concessional
cap. The notional taxed contribution has been determined by the NTGPASS actuary to be
9.6 per cent of contribution salary.
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Rollovers

Active, retained and spouse members can rollover superannuation benefits from other
funds into NTGPASS. Since 1 July 2007, employment termination payments are not
eligible to be rolled over into a superannuation fund. However, transitional arrangements
may apply to certain payments made between 1 July 2007 and 30 June 2012.

Commonwealth Co-contribution

The co-contribution is a payment made by the Commonwealth to the superannuation
accounts of qualifying members who make non-concessional (personal after-tax)
contributions to their superannuation fund.

For active members, contributions that are eligible for the co-contribution include their
compulsory member contributions and additional non-concessional contributions. Eligible
contributions for retained and spouse members and spouse account holders are any
non-concessional contributions. Non-concessional (employer and salary sacrifice)
contributions do not count for the co-contribution.

From 1 July 2007, members will be eligible for the co-contribution if their total income is
less than $60 342 (this amount is indexed annually to reflect changes in average wages).
Every $1 of non-concessional contributions can attract up to $1.50 of co-contribution to a
maximum co-contribution of $1500.

Members do not need to apply for the co-contribution, as the ATO uses information from
individuals’ income tax returns as well as contribution information provided by NTGPASS
to determine eligibility for the co-contribution. The ATO deposits the co-contribution
directly into eligible NTGPASS members’ accounts.

Member Investment Choice
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All members can choose how their accumulation account is invested, from a range of
five pre-mixed investment options, ranging from conservative (low risk) to aggressive
(high risk). The default option for active and retained members who do not make a
choice is the growth option. Member investment choice is also available to members who
choose to transfer part or all of their superannuation to an allocated pension account
with the fund. However, pension members must choose an option as there is no default
investment option.

Each investment option is invested in a mix of growth assets (shares and property)

and defensive assets (fixed interest and cash) designed to achieve a particular return
objective and risk objective. The return and risk objectives assist members to choose
the investment option with the asset mix that best suits their personal circumstances and
tolerance towards investment risk.

The return objective is the net return (that is, after fees and taxes) that the option is
expected to achieve above the rate of inflation (as measured by the increase in the
Consumer Price Index (CPI)) over rolling five-year periods. For example, the return
objective for the growth option is expected to be at least 3 per cent higher than inflation
when measured over a five-year period.

The risk objective is expressed as an average number of years before the option is
expected to have a negative return. For example, the growth option is expected, on
average, to have a negative return once in every four years.

Table 1 shows the asset mix and the return and risk objectives for each option.
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Table 1: Investment Options Asset Mix and Objectives

Investment option Asset Mix Return objective  Risk objective
Conservative 30% growth / 70% defensive 2.0% pa over CPl 1in 7 years
Cautious 50% growth / 50% defensive 2.5% pa over CPl 1in 4.5 years
Growth 75% growth / 25% defensive 3.0% pa over CPl 1in 4 years
Assertive 85% growth / 15% defensive 3.5% pa over CPl 1in 3.5 years
Aggressive 100% growth 4.0% pa over CPl 1in 3 years

Allocated pensions

Retained and spouse members who have reached their preservation age can transfer
all or part of their accumulation account to an allocated pension. Active members are not
able to transfer their benefit to an allocated pension account until they resign from the
NTPS and claim their Territory-financed defined benefit.

NTGPASS offers two types of allocated pensions:

* The standard pension is available to members who have reached preservation age
and who have retired permanently from the workforce.

* The pre-retirement pension is available to members who have reached their
preservation age but still intend to work (that is, not retired from the workforce).

Allocated pension members can also choose how their pension account is invested from
the range of five pre-mixed investment options.

Member Options at a Glance

Active  Retained Spouse

Establish a member accumulation account v v v

Receive a Territory-financed defined benefit on resignation, v x x
retirement or redundancy

Receive a Territory-financed defined benefit on death or v x x
invalidity

Make non-concessional contributions:

— Compulsory contributions (between 2% and 6% of salary) v x x

— Personal contributions v v v

— Commonwealth co-contributions v v v

Make concessional contributions:

— Salary sacrifice contributions v x x

— Employer contributions v x x

Rollover contributions from other superannuation funds v v v

Rollover funds to another superannuation fund x v v

Make lump sum withdrawals (non-preserved component) x v v

Choose an investment option from the range of five pre-mixed v v v
investment options

Open an allocated pension account x v v

Open a transition to retirement pension account x v v
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Fees

Administration fees

No administration or account keeping fees are charged to active, retained or spouse
members as the costs for administration and management of the scheme are met by the
Territory. Pension members are charged an administration fee of $0.75 per week.

Members are able to switch investment options at any time. The first investment switch
in a financial year is free but $25 is charged for each additional switch made in a
financial year.

Members receiving a standard allocated pension can make lump sum withdrawals at any
time. The first three lump sum withdrawals in a financial year are free but a $25 fee is
charged for each additional lump sum withdrawal made in a financial year.

Investment management fees

Investment management fees are the costs charged by the fund’s investment managers
for managing the investments. The investment fees are charged as a percentage of the
value of funds invested and vary between the five investment options because there
are different costs associated with managing the underlying investments. The average
investment fee across all investment options is 0.45 per cent.

Investment management fees are deducted from the investment return for each
investment option before investment crediting rates are set. This means that the
investment returns credited to members’ accumulation accounts and pension accounts
are net of investment fees.

Preservation of Superannuation Benefits

Preserved benefits are any contributions made to a superannuation fund after
1 July 1999. Preserved benefits must remain in a superannuation fund until the member
satisfies a condition of release. For example, the member:

* reaches their preservation age (currently minimum age 55) and ceases full-time work
(that is, they do not intend working more than 10 hours a week); or

¢ is aged 60 years or more and has ceased employment; or
» retires through permanent invalidity; or
* dies.

When a member meets a condition of release, the entire superannuation benefit becomes
non-preserved and can be withdrawn from their superannuation account.

Taxation of Superannuation Benefits
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The Better Super reforms mean that members aged 60 and over no longer have to pay
tax on lump sums paid from their NTGPASS member accumulation account (member
contributions, investment earnings and salary sacrifice). However, the Territory-financed
defined benefit paid to active members when they cease NTPS employment continues to
be taxed at 15 per cent regardless of the age of the member because it is paid from an
untaxed source.
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Superannuation taxation components

As a result of the Better Super reforms, the tax on superannuation has been simplified

into three components.

1. Tax-free component all non-concessional (after-tax) contributions made to members’
accumulation accounts. This includes NTGPASS compulsory member contributions,
spouse contributions, Commonwealth co-contributions and any pre-July 1983
component that a member may have accrued from employment prior to 1983.

2. Taxable component (taxed element) all concessional contributions such as salary
sacrifice and investment earnings that have been taxed in the fund.

3. Taxable component (untaxed element) the NTGPASS and NTSSS
Territory-financed defined benefit that has not been previously taxed.

From 1 July 2007, a proportioning rule applies to any cash payment that is less than the
total amount of the superannuation benefit. The payment will be proportioned between

the tax components.

Table 2: Taxation of Lump Sums

Age Component

Tax Treatment from 1 July 2007

< 55 years Tax-Free Component

Non-concessional contributions
(member contributions)

Pre July 1983

Taxable Component’

Post June 1983 Taxed
(investment interest)

Post June 1983 Untaxed

(Territory-financed benefit)

55-59 years Tax-Free Component

Non-concessional contributions
(member contributions)

Pre July 1983

Taxable Component’

Post June 1983 Taxed
(investment interest)

Post June 1983 Untaxed
(Territory-financed benefit)

60+ years Tax-Free Component

Non-concessional contributions
(member contributions)

Pre July 1983

Taxable Component’

Post June 1983 Taxed
(investment interest)

Post June 1983 Untaxed

(Territory-financed benefit)

Tax-free
Tax-free
20%

30% up to $1.045 million
Excess over $1.045 million taxed at top
marginal tax rate

Tax-free
Tax-free

0% to low rate cap

15% on excess over low rate cap
15% to low rate cap

30% over low rate cap up to $1.045 million
Excess over $1.045 million taxed at top
marginal tax rate

Tax-free
Tax-free
Taxed at 0%

15% up to $1.045 million
Excess over $1.045 million taxed at top
marginal tax rate

1. Plus Medicare Levy (1.5%).

Note: 2007-08 low rate cap is $140 000, 2008-09 low rate cap is $145 000, the top marginal tax rate in

both 2007-08 and 2008-09 is 45 per cent.
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Family Law

The Family Law Act 1975 allows separating spouses to enter into binding agreements
about the division of superannuation upon marriage breakdown, enabling separating
spouses to settle their financial affairs in one agreement.

Where the parties are unable to agree, the Family Court has the power to divide (or

split) a member’s superannuation interest as part of a property settlement and for this

to be transferred to the non-member spouse. When the member’s superannuation has
been split, a separate superannuation interest is created in the name of the non-member
spouse and this can either remain in the fund or be rolled over to another superannuation
fund.

For retained and spouse members, the split amount will either be a specified amount or
will be a percentage of their member accumulation account. For active members, the
amount to be split from their Territory-financed defined benefit is calculated according to
a prescribed actuarial formula and valuation factor. The effect of the split for an active
member is that when they cease NTPS employment, the Territory-financed component of
their superannuation benefit will be reduced by a proportion that reflects the value of the
separate superannuation interest created for their former spouse.

Early Release of Superannuation Benefits
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Under the Superannuation Industry (Supervision) Act 1993 (SIS), a preserved benefit
must generally remain in a superannuation fund until permanent retirement after age
55. Retained and spouse members can apply for an early release of their preserved
superannuation benefit due to severe financial hardship or on compassionate grounds.

To be granted early release on severe financial hardship grounds, applicants must
provide written evidence from Centrelink that they have been in receipt of Commonwealth
Income Support payments for a continuous period of at least 26 weeks and demonstrate
that they are unable to meet reasonable and immediate family living expenses. A lump
sum of between $1000 and $10 000 can be paid in a 12-month period.

Members can also apply for release of preserved superannuation benefits on
compassionate grounds, in very limited circumstances. These circumstances are to cover
expenses in respect of:

* medical treatment that is necessary to treat a life-threatening illness or injury, or to
alleviate acute or chronic pain or acute or chronic mental disturbance, and where such
treatment is not readily available through the public health system;

» medical transport to access treatment necessary to treat a life threatening illness or
injury, or to alleviate acute or chronic pain or acute or chronic mental disturbance;

+ modifications to the family home and/or vehicle to meet the special needs of a disabled
member or a disabled dependant; or

« palliative care or death, funeral or burial expenses for a member or a dependant.

In addition, members can ask to have an amount released to prevent foreclosure of a
mortgage, or exercise of a power of sale over the member’s principal place of residence.
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Lost Members

A lost member is unable to be contacted because mail sent to their last known address
has been returned unclaimed. The Superannuation Office reports details of lost members
to the ATO twice a year. This information is then recorded in the ATO’s Lost Members
Register.

Members or their authorised agents can contact the ATO and request a search of the
Lost Member Register database for lost superannuation. If a match is found, the ATO
will advise the member by letter where the lost superannuation is located. The ATO also
matches lost members through a member’s tax file number, when a member lodges an
income tax return.

Unclaimed Benefits

The Unclaimed Superannuation Benefits Act provides for the transfer of unclaimed
superannuation benefits to the Government. A register of unclaimed superannuation is
maintained by Northern Territory Treasury.

Previously, a member was required to claim their superannuation benefit at age 65
unless they were still gainfully employed (working at least 10 hours per week). Where a
member was over age 65, could not be contacted by the fund and had not claimed their
benefit, their benefit was transferred to the Central Holding Authority as an unclaimed
superannuation benefit.

As part of the Better Super reforms, the Commonwealth removed the compulsory cashing
of superannuation benefits at age 65, meaning that members can now leave their
superannuation benefits in NTGPASS indefinitely.
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