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Financial Statements of the Government of New Zealand  
for the six months ended 31 December 2017 

The Financial Statements of the Government of New Zealand for the six months ended 
31 December 2017 were released by the Treasury today.  The statements are compared 
against forecasts based on the 2017 Half Year Economic and Fiscal Update (HYEFU 17) 
published on 14 December 2017. 
 
Core Crown tax revenue was $37.2 billion for the six months to 31 December 2017.  
Overall core Crown tax was higher than expected by $0.6 billion, with source deductions 
and GST ahead of forecast by $0.3 billion and $0.2 billion respectively.  Some of this 
variance can be expected to remain until year end. 
 
Core Crown expenses of $39.6 billion were higher than the $39.5 billion forecast with 
some expenditure recognised earlier than expected. 
 
The operating balance before gains and losses (OBEGAL) was a surplus of 
$1.1 billion.  When the core Crown results are combined with higher than expected Crown 
entity results, the OBEGAL surplus was $0.8 billion more than forecast.   
 
Net investment gains of $4.3 billion were recorded to 31 December 2017, $1.8 billion 
higher than forecast. Partially offsetting these investment gains were net losses on non-
financial instruments of $2.0 billion. ACC recognised an actuarial loss of $1.6 billion on its 
outstanding claims liability, mainly due to the discount rate used to calculate this liability 
being lower than expected. 
 
When gains and losses are added to the OBEGAL result, the operating balance was a 
$3.5 billion surplus, $0.8 billion larger than forecast.  This result flows directly into net 
worth attributable to the Crown which was $0.8 billion higher than forecast at 
$114.1 billion. 
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Core Crown residual cash was a deficit of $5.9 billion and was close to forecast.  
 
Net debt was $64.5 billion at 31 December 2017, $0.5 billion lower than forecast. This 
variance was mainly due to higher circulating currency and higher than forecast valuation 
gains.   
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C O N T E N T S  
 

Commentary 1 
 

Financial Statements 

Statement of Financial Performance 6 
The statement outlines the operating results of the total Government (ie, the revenues and expenses of 
all departments + Reserve Bank + NZS Fund (core Crown), SOEs (including Air New Zealand), and 
Crown entities).  

Analysis of Expenses by Functional Classification 7 
Breakdown of expenses by function for total Crown and core Crown. 

Statement of Comprehensive Revenue and Expense 8 
The statement reports changes in net worth due to the operating balance, items of revenue or expense 
that are recognised directly in net worth, the effect of certain accounting changes, and corrections of 
errors. 

Statement of Changes in Net Worth 8 
The statement provides a reconciliation of opening and closing net worth for the period. 

Statement of Cash Flows 9 
The statement sets out the cash flows that result from the operating, investing and financing activities 
of the Government.  The net cash flows from operations are reconciled to the operating balance 
reported in the statement of financial performance. 

Statement of Financial Position 11 
The statement outlines the balance sheet of the total Government (ie, the assets and liabilities of the 
core Crown, SOEs, and Crown entities). 

Statement of Segments 12 
The statement provides summary financial results by segment (Core Crown, SOEs and Crown 
entities). 

Statement of Borrowings 13 
The statement outlines total borrowings (split by sovereign-guaranteed debt and non sovereign-
guaranteed debt), including the calculation of the core Crown debt indicators. 

Statement of Commitments 14 
The statement outlines the commitments of the total Government by type and segment. 

Statement of Contingent Liabilities and Assets 14 
The statement outlines the contingent liabilities and assets of the total Government by type and segment. 

Notes to the Financial Statements 15 
The notes are an integral part of the financial statements, providing further explanatory material to that 
provided in the main statements. 

 

Officer for Enquiries 
Jayne Winfield (phone 64-4-890-7205) (email: fiscalreporting@treasury.govt.nz) 

Office of the Government Accountant 
The Treasury (1 The Terrace), PO Box 3724, Wellington 
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2 Financial Statements of the Government of New Zealand – six months ended 31 December 2017 

C O M M E N T A R Y  

These financial statements reflect the financial position (service potential and financial capacity) as at 
31 December 2017, and the financial results of operations and cash flows for the period ended on that date. 

The December results are reported against forecasts based on the 2017 Half Year Economic and Fiscal 
Update (HYEFU 17), published on 14 December 2017. 

Comparison against forecast 

Results can fluctuate from month to month as the recognition of revenue and expenses vary. The results do 
not necessarily indicate a deviation from the full year expected results.  

Table 1 – Key indicators for the six months ended 31 December 2017 compared to HYEFU 17 

 

Core Crown tax revenue was $37.2 billion for the six months to 31 December 2017, higher than forecast by 
$0.6 billion.  Source deductions were $0.3 billion (1.7%) above forecast and is likely due to higher 
employment growth compared to the PAYE forecast. This variance is expected to remain until year end. 

Goods and Services Tax (GST) was higher than forecast by $0.2 billion, up mainly due to residential 
investment and, to a lesser extent, private consumption both being above forecast.  Underlying GST is 
expected to remain above forecast, as the GDP data released by Statistics New Zealand on 21 December 
showed that growth in the September-quarter in both private consumption and residential investment was 
above forecast. 
 
Core Crown expenses of $39.6 billion were higher than forecast ($0.2 billion) with some expenditure being 
recognised earlier than expected. Partially offsetting this earlier recognition in expenses was a delay in 
Treaty settlements initialling.  
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The operating balance before gains and losses (OBEGAL) was a surplus of $1.1 billion.  This is largely 
driven by the core Crown results discussed above.   

Net investment gains of $4.3 billion were recorded to 31 December 2017, $1.8 billion higher than forecast. 
This is primarily made up of the Governments large investment portfolio managers (New Zealand 
Superannuation Fund and ACC).  The higher gains are primarily due to the long term benchmark rate of 
return (used to forecast) being lower than the actual returns incurred.  

Partially offsetting these investment gains, actuarial losses were $1.7 billion higher than forecast.  ACC 
recognised an actuarial loss of $1.6 billion on its outstanding claims liability, mainly due to the discount rate 
used to calculate this liability being lower than expected. 

When gains and losses are added to the OBEGAL result, the operating balance was a $3.5 billion surplus, 
$0.8 billion larger than forecast.  This result flows directly into net worth attributable to the Crown which 
was $0.8 billion higher than forecast at $114.1 billion.  

Core Crown residual cash was a deficit of $5.9 billion and was close to forecast.  

Net debt was $64.5 billion at 31 December 2017, $0.5 billion lower than forecast. This variance was mainly 
due to circulating currency being higher than forecast by $0.2 billion (increasing financial assets available 
and reducing net debt) and higher than forecast valuation gains of $0.2 billion.  

Gross debt, however, was $0.6 billion higher than forecast due to changes in exchange rates impacting the 
valuation of derivatives held and settlement bank deposits (offsetting cash held by Reserve Bank) fluctuating 
with market demand.   



 

4 Financial Statements of the Government of New Zealand – six months ended 31 December 2017 

Comparison against the prior year actuals 

Table 2 – Key indicators for the six months ended 31 December 2017 compared to prior year actuals 

 

Core Crown tax revenue was $1.7 billion (4.9%) higher than the same period last year.  The growth has 
come mainly from PAYE (growth in employment and wage rates) and GST (growth in residential investment 
and, to a lesser extent, private consumption). 

In nominal terms core Crown expenses increased by $1.6 billion from the same time last year to reach 
$39.6 billion.  The increase in expenses was largely due to new spending announced in Budget 2017 as well 
as an increase in New Zealand superannuation expenses. 

The OBEGAL surplus of $1.1 billion was an increase compared to the OBEGAL surplus of $9 million last 
year.  This predominately relates to the expenditure incurred as a result of the Kaikōura earthquake.   

The residual cash deficit of $5.9 billion was $2.0 billion higher than at the same time last year.  Net capital 
payments were $2.7 billion for the six months ended 31 December 2017 (a $1.4 billion increase from the 
same period last year, largely in the transport sector).  Capital payments can be volatile, dependent on the 
timing of projects. 

Core Crown net debt was $853 million lower than this time last year largely reflecting the residual cash 
surplus recorded for the year ended 30 June 2017, offset by the residual cash deficit in the first six months of 
this financial year and an increase in circulating currency and higher than forecast valuation gains.  

Net worth attributable to the Crown was $18.5 billion higher than December 2016 at $114.1 billion, largely 
reflecting year end property valuations and the operating balance recorded for the 2016/17 financial year. 
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6 Financial Statements of the Government of New Zealand – six months ended 31 December 2017 

S T AT E M E N T  O F  F I N AN C I A L  P E R F O R M AN C E  
For the six months ended 31 December 2017 

 

 
 
 
 
 

The accompanying notes and accounting policies are an integral part of these statements. 
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A N A L Y S I S  O F  E X P E N S E S  B Y  F U N C T I O N A L  C L A S S I F I C A T I O N  

For the six months ended 31 December 2017 

 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  C O M P R E H E N S I V E  R E V E N U E  A N D  E X P E N S E  

For the six months ended 31 December 2017 

 

 
S T A T E M E N T  O F  C H A N G E S  I N  N E T  W O R T H  

For the six months ended 31 December 2017 

 

 

 

 

 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  C A S H  F L O W S  

For the six months ended 31 December 2017 

 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  C A S H  F L O W S  ( C O N T I N U E D )  

For the six months ended 31 December 2017 

 

 

 

 

 

 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  F I N A N C I A L  P O S I T I O N  

As at 31 December 2017 

 

 

 

 

 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  S E G M E N T S  

For the six months ended 31 December 2017 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  B O R R O W I N G S  

As at 31 December 2017 

 
 

The accompanying notes and accounting policies are an integral part of these statements. 
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S T A T E M E N T  O F  C O M M I T M E N T S  

As at 31 December 2017 

 
 

S T A T E M E N T  O F  C O N T I N G E N T  L I A B I L I T I E S  A N D  A S S E T S  

As at 31 December 2017 

 

The accompanying notes and accounting policies are an integral part of these statements. 
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
 

NOTE 1:  Accounting Policies 

Reporting Entity 

These financial statements are the consolidated financial statements for the Government reporting entity as 
specified in Part III of the Public Finance Act 1989.  This comprises: 

• Ministers of the Crown 

• Government departments 

• Crown entities (excluding tertiary education institutions)  

• Air New Zealand Limited 

• Offices of Parliament  

• New Zealand Superannuation 
Fund 

• the Reserve Bank of New Zealand  

• State-owned Enterprises (SOEs) 

• Organisations listed in Schedule 4 and 4A of the Public 
Finance Act 1989 

• Organisations listed in Schedule 5 of the Public Finance Act 
1989 

• Legal entities listed in Schedule 6 of the Public Finance Act 
1989 

• Other Government entities specified by legislation 

A schedule of the entities that are included in the Government reporting entity was set out on pages 99 - 102 
of the 2017 Half Year Economic and Fiscal Update (HYEFU 17) published on 14 December 2017. 

The figures presented in these financial statements for 30 June 2017 are audited. All other figures are 
unaudited. 

Basis of Preparation and General Accounting Policies 

These unaudited interim financial statements of the Government reporting entity comply with generally 
accepted accounting practice as defined in the Financial Reporting Act 2013 and have been prepared in 
accordance with Public Sector PBE Accounting Standards (PBE Standards) – Tier 1, including PBE IAS 34 
Interim Financial Reporting.  The Government reporting entity is a public benefit entity.  Public benefit entities 
(PBEs) are reporting entities whose primary objective is to provide goods or services for community or social 
benefit and where any equity has been provided with a view to supporting that primary objective rather than 
for a financial return to equity holders. 

The measurement base applied is historic cost modified by the revaluation of certain assets and liabilities, 
and prepared on an accrual basis, unless otherwise specified (for example, the Statement of Cash Flows). 

These financial statements have been prepared on a going concern basis. 

Specific Accounting Policies 

The specific accounting policies of the Crown are detailed on the Treasury’s internet site: 
http://www.treasury.govt.nz/publications/guidance/reporting/accounting 

Forecasts 

The annual forecasts in these financial statements are for the year to 30 June 2018, based on the 2017 Half 
Year Economic and Fiscal Update (HYEFU 17) published on 14 December 2017. 

The accounting policies underlying the preparation of forecasts are the same as the specific accounting 
policies set out above.  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
 

NOTE 1:  Accounting Policies (continued) 

Comparative Figures 

When presentation or classification of items in the financial statements are amended or accounting policies 
are changed voluntarily, comparative figures have been restated to ensure consistency with the current 
period unless it is impracticable to do so.   

Variance Percentages 

Percentage variances between the actual and comparative balances exceeding 500% are not shown. 

Judgements and Estimates 

The preparation of these financial statements requires judgements, estimates and assumptions that affect 
the application of policies and reported amounts of assets and liabilities, revenue and expenses.  For 
example, the present value of large cash flows that are predicted to occur a long time into the future, as with 
the settlement of ACC outstanding claim obligations and Government Superannuation retirement benefits, 
depends critically on judgements regarding future cash flows, including inflation assumptions and the risk-
free discount rate used to calculate present values.  The estimates and associated assumptions are based 
on historical experience and various other factors that are believed to be reasonable under the 
circumstances.  Actual results may differ from these estimates.  

The estimates and underlying assumptions are reviewed on an ongoing basis.  Revisions to accounting 
estimates are recognised in the period in which the estimate is revised, if the revision affects only that period, 
or in the period of the revision and future periods if the revision affects both current and future periods. 

Further detail on the judgements and estimates used can be found on pages 43 - 47 of the Financial 
Statements of the Government of New Zealand for the year ended 30 June 2017 published on  
5 October 2017. 
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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N O T E S  T O  T H E  F I N A N C I A L  S T A T E M E N T S  
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