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	[bookmark: _GoBack]Loss exclusion
	What policy or procedure applies?
	Additional information

	Investments, loans, placements acquired and borrowings entered into by the Northern Territory Treasury Corporation (NTTC) on behalf of the Territory for liquidity management purposes
	The NTTC has internal policies and procedures that assist NTTC in exercising its powers and meetings its functions and duties. It also has its own Advisory Board to assist the Under Treasurer with issues relating to NTTC’s operations. Losses related to investments and borrowings entered into by NTTC should be managed in accordance with its internal policies and procedures.
	The Northern Territory Treasury Corporation (NTTC) was established and constituted under the Northern Territory Treasury Corporation Act 1994 (the NTTC Act). 
It is the Territory’s independent central financing authority responsible for providing specialist financial services and advice by:
· undertaking sound borrowing and investing activities for the Territory Government 
· investing surplus short-term cash balances of government accounts
· providing cost-efficient loans to its public sector clients and government agencies, government owned corporations and local authorities 

	Equity investments acquired in accordance with TD – Equity investments

	Agencies should manage losses related to equity investments as part of the risk, monitoring and evaluation process conducted in accordance with TD – Equity investments.

	TD – Equity investments requires the accountable officer of an agency to:
a. conduct and document a risk assessment prior to following the approval process to determine if the risks assumed for an equity investment:
i. [bookmark: _Ref4404822]are commensurate with the objectives, scope and benefits of the equity investment
ii. do not present unacceptable risk exposure to the Territory.
b. monitor, evaluate and review at least once every financial year:
i. the performance of the investment, including recognition of any impairment losses
ii. the key risks to the future performance of the investment.

	Revaluation of non-financial assets

	Agencies should refer to TD on Property, plant and equipment and AASB 116 Property, plant and equipment for more information and guidance.

	AASB 116 Property, plant and equipment (AASB 116) allows entities to subsequently measure its property, plant and equipment using either cost or revaluation model.
In accordance with AASB 116: 
· When using the revaluation model, an item of property, plant and equipment whose fair value can be measured reliably shall be carried at a revalued amount, being its fair value at the date of the revaluation less any subsequent accumulated depreciation and subsequent accumulated impairment losses.
· An asset’s carrying amount may increase or decrease as a result of revaluation. If an asset’s carrying amount is decreased, the decrease shall be recognised in profit or loss. However, the decrease shall be recognised in other comprehensive income to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 
The decrease in asset’s carrying amount as a result of revaluation is not covered by the requirements of TD – Losses, write offs, waivers and postponements.

	Disposal of property made and approved in accordance with TD on Property, plant and equipment
	Agencies should refer to the TD on Property, plant and equipment for process and approval requirements for disposal of non-financial assets for more information and guidance.
	TD on Property, plant and equipment sets the conditions and approval requirements for disposal of non-financial assets.

	[bookmark: _Ref137736851]Impairment or write-down of non-financial assets or inventory due to change in market or economic conditions
	Agencies should refer to TD on Property, plant and equipment or TD – A2.8: Inventories for further information and guidance.

	Impairment loss of non-financial assets
AASB 136 Impairment of assets (AASB 136) requires entities to assess at each reporting date whether there is any indication that an asset may be impaired. If such an indication exists, the entity shall estimate the recoverable amount of the asset. When the carrying amount of the asset is greater than the recoverable amount, an impairment loss on the non-financial asset should be recognised by the agency.
See table below for minimum considerations in AASB 136 when assessing the existence of impairment indicators:


	Type of source
	Examples

	External sources
	Evidence exists that:
· the replacement cost (purchase cost or construction cost) has declined significantly (for assets valued at current replacement cost)
· an asset's market value (or fair value) has declined significantly more than would be expected as a result of normal use 
· significant long-term changes in the technological environment or technology utilised by the agency has adverse effect on the agency, or 
· significant long-term changes in the legal or government policy environment with an adverse effect on the agency. 

	Internal sources
	Evidence shows:
· obsolescence and or physical damage to an asset (excluding minor wear and tear, for example, damaged by fire, earthquake, flood, contamination)
· an asset’s economic performance is, or will be, worse than expected based on internal reports
· a decision is made to halt the construction of the asset before it is complete or is in a usable condition 
· cessation of the demand or need for services provided by the asset where the asset is not suitable for providing other services, or
· significant long-term changes in the extent or manner in which an asset is used, or is expected to be used, with an adverse effect on the agency.


Where an indicator of impairment has been identified, an agency is required to determine the assets recoverable amount and assess if the asset is impaired. 
Loss arising from the impairment of non-financial assets is excluded from the scope of TD – Losses, write offs, waivers and postponements. 
Write-down of inventory
AASB 102 Inventories requires inventories to be measured at:
· cost, adjusted when applicable for any loss of service potential. Where inventories are acquired at no cost, cost is equal to current replacement cost as at the date of acquisition (for inventories held distribution in not for profit entities)
· lower of cost and net realisable value (for all other inventories).
Inventories held for distribution are assets: 
a. held for distribution at no or nominal consideration in the ordinary course of operations
b. in the process of production for distribution at no or nominal consideration in the ordinary course of operations
c. or in the form of materials or supplies to be consumed in the production process or in the rendering of services at no or nominal consideration.
Current replacement cost is the cost that an agency would incur to acquire the asset at the reporting date.
Net realisable value is the amount expected to be received on sale or disposal of inventory after deducting expected costs, such as costs incurred in completion, marketing, selling and distribution.
When the cost of inventory is greater than net realisable value, inventory will be written down to current replacement cost or net realisable value. In this situation, inventory will be reduced and an expense recorded equivalent to the amount written down in the reporting period in which the write down occurs.
Change in net realisable value may result from any of the following:
· change in market or economic conditions (for example, decrease in demand which caused a decrease in selling price or increase in marketing costs)
· change in physical condition of the asset (for example, damaged or deteriorated).
Loss arising from write-down of inventory is excluded from the scope of the TD – Losses, write offs, waivers and postponements.

	Foreign currency exchange translations
	Agencies should refer to the following for further information and guidance:
· AASB 121 The Effects of Changes in Foreign Exchange Rates – for non-derivative transactions
· AASB 9 Financial Instruments – for derivative transactions.
	A foreign currency transaction is a transaction that is denominated or requires settlement in a foreign currency, including transactions arising when an entity: 
· buys or sells goods or services whose price is denominated in a foreign currency; 
· borrows or lends funds when the amounts payable or receivable are denominated in a foreign currency; or 
· otherwise acquires or disposes of assets, or incurs or settles liabilities, denominated in a foreign currency.
Initial recognition
A foreign currency transaction shall be recorded, on initial recognition in the functional currency, by applying to the foreign currency amount, the spot exchange rate between the functional currency and the foreign currency at the date of the transaction.
Subsequent recognition
At the end of each reporting period: 
· foreign currency monetary items shall be translated using the closing rate; 
· non-monetary items that are measured in terms of historical cost in a foreign currency shall be translated using the exchange rate at the date of the transaction; and 
· non-monetary items that are measured at fair value in a foreign currency shall be translated using the exchange rates at the date when the fair value was measured.
Foreign currency exchange translation differences (Gain or Loss)
Exchange differences arising on the settlement of monetary items or on translating monetary items at rates different from those at which they were translated on initial recognition during the period or in previous financial statements shall be recognised in profit or loss in the period in which they arise.
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