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Other government trading enterprises
Two government trading enterprises (GTEs) owned by the Australian Government are covered in this chapter — Airservices Australia and Australia Post. TT‑Line, a GTE owned by the Tasmanian Government, is included in this report for the first time. These GTEs vary significantly in size and in the range of services they provide.

For a discussion of the data, the performance indicators used and some of the factors that should be considered when assessing performance, see chapter 1.

Airservices Australia
Australian Government

Airservices Australia (ASA) was established in July 1995 under the Air Services Act 1995. It is responsible for providing and managing air navigation and air traffic services infrastructure in Australia. The regulatory functions of ASA were separated from its commercial activities on 1 July 2004, through the creation of the Airspace and Environment Regulatory Unit (AERU). AERU was transferred to the Office of Airspace Regulation in the Civil Aviation Safety Authority on 1 July 2007.
Airservices Australia’s profit before tax increased by 13.0 per cent ($17.6 million) to $153 million in 2006‑07. This reflected a 5.2 per cent ($35.4 million) increase in total income, mainly attributable to increases in airways revenue ($33.3 million) and miscellaneous income ($4.0 million). Total expenses increased by 3.3 per cent ($17.8 million).
Total assets increased by 11.1 per cent ($78.4 million) to $785 million in 2006‑07. This was mainly attributable to capital investment ($104 million) and increases in superannuation assets ($33.2 million), while deferred tax assets declined by $22.2 million. The increase in total assets outweighed the increase in profitability, and as a result return on assets and on equity declined to 24.2 per cent and 32.9 per cent respectively in 2006-07.
Airservices Australia is subject to dividend and income tax payments. ASA made dividend payments of $65.3 million and recorded an income tax expense of $46.6 million in 2006‑07.

Airservices Australia received community service obligation (CSO) payments of $7.0 million per year to cap prices at regional and general aviation airports until 2004‑05. Pricing arrangements introduced from 1 July 2005 provided for full cost recovery at these airports and ASA no longer receives CSO payments.

Airservices Australia (continued)

Performance indicators 2004‑05 to 2006‑07

	
	
	Pre-AIFRSa,b
	
	AIFRSa

	Indicators
	Units
	2004‑05
	
	2004‑05
	2005‑06
	2006‑07

	Size
	
	
	
	
	
	

	Total assets
	$m
	 601
	 
	 591
	 707
	 785

	Total income
	$m
	 652
	 
	 652
	 681
	 716

	Profitability
	
	 
	 
	 
	 
	 

	Profit before tax 
	$’000
	82 548
	 
	88 155
	135 696
	153 308

	Operating profit margin
	%
	 13.4
	 
	 14.3
	 20.6
	 22.7

	Cost recovery
	%
	 115.5
	 
	 116.7
	 126.0
	 129.3

	Return on assets
	%
	 16.9
	 
	 19.8
	 25.9
	 24.2

	Return on total equity
	%
	 28.8
	 
	 29.5
	 37.2
	 32.9

	Return on operating equityc
	%
	 40.0
	 
	 56.4
	 55.4
	 40.5

	Financial management
	
	 
	 
	 
	 
	 

	Debt to equity
	%
	 63.5
	 
	 91.8
	 40.8
	 44.2

	Debt to assets
	%
	 19.1
	 
	 21.0
	 18.2
	 21.6

	Total liabilities to equity
	%
	 174.5
	 
	 183.1
	 122.3
	 104.0

	Operating liabilities to equityd
	%
	 233.5
	 
	 337.1
	 153.3
	 120.2

	Interest cover
	times
	 14.1
	 
	 15.0
	 22.3
	 18.2

	Current ratio
	%
	 99.5
	 
	 57.9
	 32.1
	 39.0

	Leverage ratio
	%
	 333.5
	 
	 437.1
	 253.3
	 220.2

	Payments to and from government

	Dividends
	$’000
	30 300
	 
	30 300
	43 100
	65 300

	Dividend to equity ratio
	%
	 19.2
	 
	 27.8
	 24.4
	 22.9

	Dividend payout ratio
	%
	 48.1
	 
	 49.2
	 44.0
	 56.5

	Income tax expense
	$’000
	24 313
	 
	31 377
	42 100
	46 554

	Grants revenue ratio
	%
	–
	 
	–
	–
	–

	CSO fundinge
	$’000
	7 000
	 
	7 000
	–
	–


a Airservices Australia (ASA) commenced reporting under the Australian-equivalent International Financial Reporting Standards (AIFRS) on 30 June 2006. The implications of the transition to AIFRS were discussed in the Financial Performance of Government Trading Enterprises 2000‑01 to 2004‑05 report. Data for 2004‑05 are reported on an AIFRS and pre-AIFRS basis to illustrate the effect of the transition for ASA. b Data for years prior to 2004‑05 are available in previous Financial Performance of Government Trading Enterprises reports. These data were based on the Government Financial Statistics framework and are not directly comparable with the data reported in this table, which are based on GTE annual reports. c Refers to ‘return on equity based on operating assets and liabilities’. d Refers to ‘operating liabilities to equity based on operating assets and liabilities’. e The community service obligation payment arrangements expired on 30 June 2005. 
– Zero or rounded to zero.
AUSTRALIA POST
Australian Government

Australia Post was established in 1975 and was corporatised in 1989 under the Australian Postal Corporation Act 1989. Its principal activities include letter delivery, parcel delivery and logistics, third-party agency services (receiving payments for company and government services and charges), and the sale of postal products and merchandise. Australia Post holds a statutory monopoly for the processing and distribution of letters weighing 250 grams or less, or priced at less than two dollars.

Australia Post’s profit before tax was $562 million in 2006‑07, an increase of $46.1 million (8.9 per cent) on 2005‑06. The higher profit mainly reflects a $150 million increase in revenue from services, which outweighed a $134 million increase in total expenses. 

Australia Post’s total assets increased by 14.2 per cent ($682 million) to $5.5 billion in 2006‑07. The asset growth was largely attributable to increases in cash assets ($124 million) and superannuation assets ($427 million). The growth in cash assets was the main driver of a 9.8 per cent ($115 million) increase in current operating assets. Current liabilities declined by 9.4 per cent ($133 million) due to decreased payables ($72.7 million) and short‑term debt ($231 million). As a result, the current ratio increased to 101 per cent in 2006‑07. The increase in total assets outweighed the increase in profit, and consequently the return on assets and on equity declined to 12.6 per cent and 12.1 per cent respectively.
Total debt declined by 0.5 per cent ($2.8 million) in 2006‑07. With the increase in total assets, debt to assets and debt to equity fell to 11.2 per cent and 17.3 per cent respectively. 

Australia Post pays dividends to the Australian Government and is subject to income tax payments. It made dividend payments of $279 million and recorded an income tax expense of $161 million in 2006‑07.

Australia Post does not receive community service obligation payments. However, it is required to provide letter services that meet (or exceed) specified standards to all parts of Australia at a uniform price. Australia Post estimated that meeting this obligation imposed additional costs of approximately $97.3 million in 2006‑07. 
Australia POST (continued)

Performance indicators 2004‑05 to 2006‑07

	
	
	Pre-AIFRSa,b
	
	AIFRSa

	Indicators
	Units
	2004‑05
	
	2004‑05
	2005‑06
	2006‑07

	Size
	
	
	
	
	
	

	Total assets
	$m
	3 762
	 
	4 193
	4 808
	5 491

	Total income
	$m
	4 293
	 
	4 323
	4 528
	4 708

	Profitability
	
	 
	 
	 
	 
	 

	Profit before tax 
	$’000
	524 500
	 
	469 800
	515 600
	561 700

	Operating profit margin
	%
	 11.0
	 
	 9.0
	 10.3
	 10.4

	Cost recovery
	%
	 112.3
	 
	 109.8
	 111.5
	 111.6

	Return on assets
	%
	 16.2
	 
	 13.1
	 13.3
	 12.6

	Return on total equity
	%
	 17.1
	 
	 12.6
	 14.1
	 12.1

	Return on operating equityc
	%
	 18.7
	 
	 12.4
	 13.7
	 11.3

	Financial management
	
	 
	 
	 
	 
	 

	Debt to equity
	%
	 32.1
	 
	 26.8
	 21.3
	 17.3

	Debt to assets
	%
	 15.5
	 
	 13.9
	 13.0
	 11.2

	Total liabilities to equity
	%
	 107.4
	 
	 112.7
	 101.4
	 95.2

	Operating liabilities to equityd
	%
	 106.8
	 
	 92.4
	 75.6
	 64.9

	Interest cover
	times
	 17.2
	 
	 15.1
	 17.2
	 17.6

	Current ratio
	%
	 123.8
	 
	 121.4
	 83.3
	 100.9

	Leverage ratio
	%
	 206.8
	 
	 192.4
	 175.6
	 164.9

	Payments to and from government

	Dividends
	$’000
	241 700
	 
	241 700
	282 500
	279 400

	Dividend to equity ratio
	%
	 14.6
	 
	 12.1
	 12.6
	 10.0

	Dividend payout ratio
	%
	 77.8
	 
	 97.6
	 91.6
	 89.0

	Income tax expense
	$’000
	149 600
	 
	128 500
	147 500
	161 100

	Grants revenue ratio
	%
	 0.3
	 
	 0.2
	 0.1
	 0.1

	CSO funding
	$’000
	–
	 
	–
	–
	–


a Australia Post commenced reporting under the Australian-equivalent International Financial Reporting Standards (AIFRS) on 30 June 2006. The implications of the transition to AIFRS were discussed in the Financial Performance of Government Trading Enterprises 2000‑01 to 2004‑05 report. Data for 2004‑05 are reported on an AIFRS and pre-AIFRS basis to illustrate the effect of the transition for Australia Post. b Data for years prior to 2004‑05 are available in previous Financial Performance of Government Trading Enterprises reports. These data were based on the Government Financial Statistics framework and are not directly comparable with the data reported in this table, which are based on GTE annual reports. c Refers to ‘return on equity based on operating assets and liabilities’. d Refers to ‘operating liabilities to equity based on operating assets and liabilities’. – Zero or rounded to zero.
TT‑Line
Tasmania
TT‑Line Company Pty Ltd (TT‑Line) was established under the TT‑Line Arrangements Act 1993 and operates under the Corporations Act 2001. The Spirit of Tasmania I and II provide passenger, vehicle and freight services across the Bass Strait between Melbourne and Devonport. 

TT‑Line offered the Spirit of Tasmania III for sale on 5 June 2006, following a decision to discontinue the service between Sydney and Devonport. It completed 12 journeys in the 2006‑07 financial year before being handed over to new owners — Corsica Ferries — on 6 September 2006.
Profit before tax was $5.1 million in 2006‑07, up $2.9 million from the previous financial year. Total income increased by $3.9 million (2.5 per cent), despite a $5.5 million fall in service revenue. The increase was mostly due to an $8.2 million change in the recovery of costs attributable to the sale of Spirit of Tasmania III. There was a general decrease in core business expense items, with sales costs decreasing by $27.6 million, hotel services expenses by $7.9 million and finance costs by $5.4 million. However, there was a $43.2 million negative expense in 2005‑06 because of impairment reversals. Consequently, total expenses increased slightly, by $1.8 million (1.2 per cent). 
Total assets decreased by $72.2 million (17.5 per cent) in 2006‑07. This was partly due to the sale of the Spirit of Tasmania III, which was recorded as a $110 million ‘held for sale’ asset in 2005‑06. Cash holdings increased by $24.1 million and there was a $10.9 million upward revaluation of ships in 2006‑07. Total liabilities decreased by $119 million (53.1 per cent), mostly because debt was reduced by $111 million (59.6 per cent). Combined with increased equity, the decline in liabilities caused total liabilities to equity to fall from 119 per cent in 2005‑06 to 44.7 per cent in 2006‑07. The increased equity also caused the return on total equity to fall 9.8 percentage points to 5.7 per cent in 2006‑07.
Debt reduction was assisted by an equity contribution of $22.5 million from the Tasmanian Government. Debt to equity and debt to assets reduced to 31.9 per cent and 19.9 per cent respectively. 
No dividends were paid or provided for in 2006‑07. Despite the profit, TT‑Line recorded an income tax‑equivalent benefit of $5.9 million because of deferred tax expenses.
TT‑Line did not receive community service obligation funding in 2006‑07. 
TT‑Line (continued)

Performance indicators 2004‑05 to 2006‑07

	
	
	Pre-AIFRSa
	
	AIFRSa

	Indicators
	Units
	2004‑05
	
	2004‑05
	2005‑06
	2006‑07

	Size
	
	
	
	
	
	

	Total assets
	$m
	 370
	 
	 369
	 413
	 341

	Total income
	$m
	 155
	 
	 156
	 152
	 156

	Profitability
	
	 
	 
	 
	 
	 

	Profit before tax 
	$’000
	-79 279
	 
	-79 627
	2 237
	5 103

	Operating profit margin
	%
	-43.7
	 
	-45.4
	 11.9
	 4.0

	Cost recovery
	%
	 69.6
	 
	 68.8
	 113.5
	 104.2

	Return on assets
	%
	-17.1
	 
	-17.2
	 3.7
	 3.2

	Return on total equity
	%
	-60.2
	 
	-63.2
	 15.5
	 5.7

	Return on operating equityb
	%
	-60.2
	 
	-63.2
	 15.5
	 5.7

	Financial management
	
	 
	 
	 
	 
	 

	Debt to equity
	%
	 203.8
	 
	 206.6
	 98.5
	 31.9

	Debt to assets
	%
	 60.7
	 
	 60.8
	 47.5
	 19.9

	Total liabilities to equity
	%
	 235.7
	 
	 239.9
	 119.1
	 44.7

	Operating liabilities to equityc
	%
	 235.7
	 
	 239.9
	 119.1
	 44.7

	Interest cover
	times
	..
	 
	..
	 1.2
	 1.7

	Current ratio
	%
	 20.5
	 
	 7.5
	 212.6
	 168.6

	Leverage ratio
	%
	 335.7
	 
	 339.9
	 219.1
	 144.7

	Payments to and from government

	Dividends
	$’000
	–
	 
	–
	–
	–

	Dividend to equity ratio
	%
	–
	 
	–
	–
	–

	Dividend payout ratio
	%
	..
	 
	..
	–
	–

	Income tax expense
	$’000
	–
	 
	–
	-4 459
	-5 928

	Grants revenue ratio
	%
	 1.6
	 
	 2.9
	 1.5
	 1.9

	CSO funding
	$’000
	–
	 
	–
	–
	–


a TT‑Line commenced reporting under the Australian-equivalent International Financial Reporting Standards (AIFRS) on 30 June 2006. The implications of the transition to AIFRS were discussed in the Financial Performance of Government Trading Enterprises 2000‑01 to 2004‑05 report. Data for 2004‑05 are reported on an AIFRS and pre-AIFRS basis to illustrate the effect of the transition for TT‑Line. b Refers to ‘return on equity based on operating assets and liabilities’. c Refers to ‘operating liabilities to equity based on operating assets and liabilities’. .. Not applicable. – Zero or rounded to zero.
�	The ASA Board argues that ASA engages in a number of activities that are non-commercial in nature — such as aircraft noise and flight path monitoring, and noise inquiry services to handle questions and complaints — for which funding is not provided. The cost of these activities was estimated at $3.8 million in 2006�07.
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