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	[bookmark: _Toc465175897]Treasurer’s Direction (mandatory)

	Purpose
	To provide minimum requirements for the approval, recognition, measurement and reporting of equity investments made by the Northern Territory (NT) Government.

	Last reviewed
	Not applicable

	Operative date
	27 June 2019

	References
	· Treasurer’s Direction – R2.1 – Agency Financial Statements
· Treasurer’s Direction – R3.1 – GBD Financial Statements
· Treasurer’s instruments of delegations 
· Australian Accounting Standards:
· AASB 7 – Financial Instruments: Disclosures
· AASB 9 – Financial instruments
· AASB 10 – Consolidated Financial Statements
· AASB 13 – Fair Value Measurement
· AASB 128 – Investments in Associates and Joint Ventures
· Financial Management Act 1995 (FMA)


Definitions
Terms are defined below, for the purposes of this Treasurer’s Direction:
Equity investments
Equity investments are equity-based financial instruments that represent an ownership interest in an entity and are categorised as either:
controlled entity investments
equity accounted investments
investments in shares (excludes investments classified as a debt instrument such as investments in unit trusts).
Controlled entity investments
A controlled entity investment represents a controlling interest held by the NT Government in an entity.
To determine whether the NT Government has a controlling interest in an entity, all of the following criteria must be met:
the NT Government has power over the investee, such as holding majority of the voting rights, giving the ability to direct relevant activities either directly or by appointing a member of the governing body
the NT Government has exposure or rights to variable returns from its involvement with the investee
the NT Government has the ability to use its power over the investee to affect the amount of financial returns.
Equity accounted investments
[bookmark: _Ref345997]An equity accounted investment represents an ownership interest held by the NT Government in an entity where either:
the NT Government has a significant influence over the investee
or the NT Government has joint control over the investee through a joint venture arrangement.
Significant influence exists where the NT Government has the power to participate in the financial and operating policy decisions of the investee but does not have control or joint control of those policy decisions.
Significant influence is presumed to exist if the NT Government holds, directly or indirectly, 20 per cent or more of the voting power, but less than 50 per cent, unless it can be clearly demonstrated that this is not the case.
A joint venture is where parties that have joint control of an arrangement have rights to the net assets of that arrangement.
Investments in shares
[bookmark: _Ref346005][bookmark: _GoBack]An investment in shares represents an ownership interest held by the NT Government in an entity in the form of shares where there is no significant influence, control or joint control over the entity.
Risk management
Risk assessment
[bookmark: _Ref4490605][bookmark: _Ref4404848][bookmark: _Ref1639028]An accountable officer must conduct and document a risk assessment prior to following the approval process outlined in paragraphs 11 to 12, to determine if the risks assumed for an equity investment:
[bookmark: _Ref4404822]are commensurate with the objectives, scope and benefits of the equity investment
do not present unacceptable risk exposure to the NT Government.
Monitoring and evaluation
[bookmark: _Ref4488402]An accountable officer must monitor the investment performance of equity investments in his or her agency that must include, at a minimum:
monitoring, evaluating and reviewing at least once every financial year:
the performance of the investment, recognising any impairment losses in accordance with paragraph 16
the key risks to the future performance of the investment
where applicable, consider the level of influence and control the NT Government has over the investee, taking action to mitigate or minimise identified risks within a reasonable timeframe.
Approval process
[bookmark: _Ref9419638][bookmark: _Ref345979]The Treasurer may make an equity investment pursuant to a relevant determination under section 29(2)(f) of the FMA.
[bookmark: _Ref4486916]

[bookmark: _Ref10203211][bookmark: _Ref345988]An accountable officer may only make an investment pursuant to a Determination where:
the Treasurer has delegated that function or power pursuant to section 39(1) of the FMA 
the equity investment:
is of a type, or part of an established NT Government initiative, consistent with a determination 
does not give the NT Government a significant influence, joint control or controlling interest over the investee 
is within the approved budget and accountable officer’s area of responsibility.
Recognition and measurement
Controlled entity investments must be consolidated with the controlling agency and NT whole of government financial statements.
Equity accounted investments must be accounted under the equity method, with initial investment recognised at cost and subsequently increased or decreased to recognise the NT Government’s share of the profit or loss of the investee after the date of acquisition.
Investments in shares must be recognised at fair value at the time of acquisition and subsequently measured annually as follows:
fair value through profit and loss, if the investment is held for the purpose of making funds available to others with no policy intent and with the aim of earning a commercial rate of return for liquidity management purposes (held for trading)
fair value through other comprehensive income, if the investment is held for NT Government policy purposes such as encouraging the development of certain industries.
Impairment
[bookmark: _Ref5806063]An accountable officer must ensure at each reporting date:
equity accounted investments are assessed for impairment and the outcome documented 
where applicable, impairment losses are measured and recognised.
Disclosures
An accountable officer must classify and present equity investments in accordance with the Treasurer’s Direction on agency (or government business division) financial statements.
Recordkeeping
[bookmark: _Ref9419953][bookmark: _Ref346145]An accountable officer is responsible for keeping records relating to equity investments and, at a minimum, must:
ensure records are maintained in a register of equity investments, in accordance with Appendix A
establish processes to collect and manage records of equity investments, including documenting assumptions and calculations used for valuation and impairment of equity investments.
A register of equity investments is not required where an agency has never had any equity investments.
Pursuant to paragraph 18, an accountable officer must retain records relating to equity investments, for the specified minimum period, in accordance with the agency’s records disposal schedule.
Reporting
Upon request, an accountable officer must provide the Department of Treasury and Finance (DTF) a copy of the equity investments register (if applicable) and any other relevant information as necessary.
An accountable officer must ensure financial statements of controlled entities, joint controlled entities and entities where significant influence exists are:
prepared in accordance with Australian accounting standards
audited, with a copy of the audited financial statements submitted to DTF within two months after the end of the financial year.
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