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30 August 2017

The Hon Dan Tehan
Minister for Defence Personnel
Parliament House
CANBERRA   ACT   2600

Dear Minister

On behalf of the directors of the Army and Air Force Canteen Service, I have pleasure in 
submitting our annual report for the year ending 30 June 2017. 

The directors are responsible under section 46 of the Public Governance, Performance 
and Accountability Act 2013 for the preparation and content of the report of operations in 
accordance with the Finance Minister’s rule made under that Act.

The report of operations was made in accordance with a resolution of the directors on 29 
August 2017.

Yours sincerely

Andrew Tregaskis
Chairman
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FROM THE CHAIRMAN AND THE MANAGING DIRECTOR
This year marks ten years since the business was restructured and strategic plans were 
developed to move AAFCANS to self-sustainability. We are pleased to announce another 
year that has built towards that goal.

The financial year 2016-17 has delivered a strong surplus attributed to the Australian 
Government of $1,853,822. The underlying result shows a surplus of $885,174 after removing a 
one off payroll tax credit from the Queensland Government. AAFCANS is now recognised as 
payroll tax exempt in all states of Australia where AAFCANS operates.

AAFCANS continued to invest in the improvement of the base retail outlets with major 
refurbishments at the RAAF Amberley canteen and the Army’s Kapooka outlet. A total of 
$1,195,839 capital was reinvested back into the business in 2016-17. This totals an $8.4m 
capital investment over the past ten years.

As part of being a more flexible and mobile service we opened operations at RAAF Amberley 
Security and Fire School (QLD) and at the home of Air Force, RAAF Point Cook (VIC).  
AAFCANS also extended our services on base and into exercises undertaken throughout the 
year. AAFCANS continues to identify services and locations across the larger bases that will 
increase access for Defence staff to retail necessities as well as assist in the base operating 
efficiencies.

Continuing with the theme of convenience, AAFCANS plans to upgrade the mobile food van 
fleet; an area that has been largely overlooked since 1993 due to the significant cost. The 
one off payroll tax credit allows us to commence that investment; this will continue over the 
next five years.

As part of our purpose, AAFCANS returned $538,126 to the specific bases participating in our 
vending program this financial year. This equates to $2.8m distributed over the last ten years.

Our staff are critical to our organisation and the achievement of our purpose. As AAFCANS 
moves from the recovery phase to cementing a long-term business model our people will 
be forefront in execution. Critical elements in our plans are re-engineering our business 
architecture, improved software processes, a higher level capability around business 
intelligence tools and stronger teams at regional level.

We would like to thank our staff who have responded to the challenges we have faced over 
the last ten years whilst restructuring the business. We look forward to working with them as 
we continue to seek opportunities to deliver improved retail outcomes for Defence and its 
personnel.

In conclusion we must again thank the Chiefs of Army and Air Force and the members of the 
Advisory Committee for their ongoing support.			 

Andrew Tregaskis	               Stewart McGrow
Chairman	               Managing Director
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OVERVIEW 
 
 Our Purpose, Mission & Vision

AAFCANS is a self-sustaining ‘not for profit’ statutory organisation administered under the 
Army and Air Force Canteen Regulation 2016 and the Public Governance, Performance and 
Accountability Act 2013.

AAFCANS is required to operate on a commercial and self-supporting basis with surplus funds 
either reinvested into the business by way of improvements to facilities or disbursed to welfare 
and trust funds for the benefit of Army and Air Force members and their families.

Services provided by AAFCANS are designed to enhance the living conditions and social 
environment of Army and Air Force members, their dependants and other persons employed 
in or in connection with Army and Air Force installations.

OUR PURPOSE OUR MISSION
To provide Defence members 
with convenient access to 
quality food, beverage and 
retail items, and support base 
welfare.

To contribute to Defence 
capability by enhancing 
personnel morale and 
wellbeing.

 Serving our own!

OUR VALUES OUR VISION
•	 Honesty
•	 Integrity
•	 Safety
•	 Respect
•	 Service

•	 Best quality food
•	 Efficient & effective service
•	 Value for money
•	 Innovation & improvement
•	 Appealing environment
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OVERVIEW 
 
 Our Stakeholders

The Army and Air Force Canteen Service (AAFCANS) is a Commonwealth statutory authority 
formed to provide goods, facilities and services to or for the entertainment and recreation of 
designated members of the Defence community.

The Commonwealth Government owns AAFCANS through the responsible Minister.  Our key 
stakeholders include:

•	 Customers (ADF members and their families, and Defence civilians and contractors)
•	 The Chief of the Defence Force, the Chief of Army and the Chief of Air Force
•	 AAFCANS’ employees
•	 Suppliers
•	 Amenity and welfare funds

 

Image 1:  RAAF Edinburgh  
RAAF Edinburgh, South Australia 
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 Year in Review

For the year ended 30 June 2017 AAFCANS recorded revenues of $32 million and a net 
operating profit of $1,853,822.

Key developments during the year in review:
•	 The refurbishment of the RAAF Amberley Canteen
•	 The refurbishment of Kapooka Canteen
•	 The refurbishment and opening of RAAF Amberley Security and Fire School  

(SFS) kiosk
•	 Repayment to AAFCANS of payroll tax by the Queensland Government

 Financial Overview
 
The financial statements for the financial year 2017 recorded a net profit of $1,853,822.  
AAFCANS’ cash at bank increased by $1.9 million.

Key factors included in the financial results are:
•	 A net increase in sales of goods of approximately $290,927 (excluding prior year 

adjustments of $2,262) with the 2017 results reflecting a sales growth of 0.9% for the 
year.  Excluding the sale of alcohol and cigarettes, sales revenue grew 1.5% on  
the prior year.

•	 Gross profit percentage increased 0.1% on the previous year. The improvement 
reflected a continued focus on controlling purchasing and stock losses.

•	 Labour costs as a percentage of sales decreased 0.9% compared to 2016,  
from 34.9% to 34.0%.

•	 Approximately $1,195,839 was invested in assets including outlet refurbishments  
and food van upgrades. Our total assets increased from $10.2 million in 2016  
to $12.7 million in 2017.

•	 AAFCANS other expenses were 7.0% of sales, an increase of 0.3% on the previous 
year.

•	 Earnings before interest and depreciation was $2,563,838; $1,282,240 higher 
compared to prior year.

Full details of AAFCANS financial results are included in the financial statements section of  
this report.

Image 2:  Kokoda Barracks refurbishment project & RAAF Amberley new SFS kiosk 
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Annual Performance Statements

 
AAFCANS operations for 2017 were delivered in line with:

•	 Our legislative purpose
•	 The 2013-17 Strategic Plan
•	 The 2016-17 Corporate Plan

Introductory statement

On behalf of the directors of the Army and Air Force Canteen Service I, Andrew Tregaskis, Chairman, present the 2016-17 annual 
performance statements of the Army and Air Force Canteen Service, as required under paragraph 39(1)(a) of the Public Governance, 
Performance and Accountability Act 2013 (PGPA Act).  In our opinion, these annual performance statements are based on properly 
maintained records, accurately reflect the performance of AAFCANS, and comply with subsection 39(2) of the PGPA Act.

PURPOSE 1
Provide convenient, inviting and competitive on-base canteen services

RESULTS
Performance criterion 1 – Improved Service

Measure Source 2016-17 Result

a)	 Competitive retail selling prices benchmarked to the external market:

•	 Coffee in the bottom quartile of prices;
•	 Snacks in the middle quartile of prices.

2016-17 
Corporate 
Plan

Achieved
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Measure Source 2016-17 Result

b)	 65% of catering centres are profitable in FY2016-17.
(ADFA, Edinburgh, Enoggera, Amberley, Victoria Barracks Melbourne & Sydney)

2016-17 
Corporate Plan

Achieved

c)	 Products tailored to achieve an average customer spend increase across outlets (excluding alcohol and 
cigarettes) of 2% in FY2016-17. Achieved 

d)	 Implement a self-service coffee trial and analyse its success based off transaction volumes (at least 5% 
coffee transactions processed through the self-serve facility). Achieved

e)	 Design a mobile food van. Achieved 

Analysis

a)	 Competitive retail selling prices:

Coffee and hot drinks are 4-6% 
below the average street price: 

•	 AAFCANS 12 oz coffee $ 3.80
•	 Market 12 oz coffee $4.00

75% of top selling hot snacks in the 
bottom or mid-quartile

90% of breakfast products in 
bottom quartile

90% of top selling energy drinks in 
the mid quartile

An internal survey of pricing of retail selling prices was undertaken.  Local competitor surveys were completed on a 
national basis; The results were:

•	 AAFCANS coffee and hot drinks offer surveyed in the bottom quartile of prices and on average 4-6% lower in 
price to comparable high street offers. AAFCANS loyalty offer was surveyed as best in market.

•	 16 top-selling hot snacks benchmarked AAFCANS snacks category pricing as competitive with 35% of 
product prices in the bottom quartile, 40% in the mid quartile and 10% equal to market pricing. 

•	 90% of our breakfast offer surveyed in the bottom quartile of prices compared to high street offers.

•	 Our retail offer (cold drinks and snacks) benchmarked in the mid quartile of prices. 90% of the top selling 
energy drinks scored 2%-12% lower than competitors. 50% of the flavoured milks and carbonated drinks were 
mid-range quartile and the remainder equal either to market or higher.

AAFCANS customers directly benefit through the maintenance of lower retail selling prices. With barista-made 
coffee products AAFCANS are able to provide a quality offering at some of the lowest retail selling prices in 
Australia. AAFCANS loyalty offer also scores highly with comparable external offers. The introduction of the 
improved coffee menu, the loyalty APP incentive and ice drinks menu has created an 8.4% growth in sales for the 
in-house drinks category.
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b)	 Catering:

Five of the six catering outlets 
(83%) returned a profit for the year.

Our catering menu was launched to provide a quality offer to personnel on base. The centres at Amberley, 
Enoggera, Edinburgh, ADFA and Victoria Barracks Melbourne all recorded a positive base line contribution to our 
profit.  Victoria Barracks Sydney has not experienced the same level of participation as the other bases.

c)	 Tailoring of products – at least a 2% 
increase over prior year:

      Baseline avg customer spend:$8.40
      Actual avg customer spend: $8.60

The average customer spend increased 2.4% over last year. The product review of our retail offer continues to 
be implemented across the organisation.  Each iteration of our retail offer streamlines products that maximise 
convenience for personnel on base.  The addition of new products tailored specifically for our target market has 
assisted in achieving this result.  Recently introduced lines include protein powders, military merchandise, phone/
audio accessories and Ben & Jerry’s ice cream.

d)	 Self-serve coffee trial:

A self-serve coffee trial was 
undertaken at Amberley.

The self-service coffee machine offered ground coffee and fresh milk to the consumer at $2.50 per cup (12 oz).  
This offer was in store at RAAF Amberley.  With total sales well under $1,000 over the trial period and despite the 
lower price point and product quality, it was clear that customers preferred the barista-made drinks in preference 
to the machine.

This initiative will continue to be trialled on a low-scale basis, however it will not be included in future Corporate 
Plans nor measured in the Performance Statements 2017-18 and onwards.

e)	 Mobile Food Van tender:
A mobile food van tender for the 
design and build of 16 vans has 
been created and assessed.  

The final design of the vans is underway with an expected build starting in 2017-18.  One key element included in 
the design will be the provision of barista-style coffee. The benefits arising from this project will directly impact our 
customers on base as well as on exercise.

Image 3:   
Talisman 
Sabre 2017 
AAFCANS  
mobile food 
van operations 
in the field and  
Camp Growl 
camp kiosk
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PURPOSE 2

Ensure AAFCANS is sustainable, self-supporting and of benefit to Army and Air Force members

RESULTS
Performance criterion 2 – Readiness

Measure Source 2016-17 Result

a)	 Final net trading profit variance no more that 10% below budget.

2016-17  
Corporate Plan

Achieved 

b)	 Reduce total labour by 3% as a percentage of sales at the renovated outlet RAAF Amberley Not achieved 

c)	 Inventory turnover - 1.25 per month Achieved

Analysis

a)	 Net trading profit variance:

Budget net trading profit $609,322
Actual net trading profit $1,853,822

The financial management of AAFCANS is secure with the entity achieving a positive net profit for the third year in a 
row.  Revenues were assisted by the recoupment of payroll tax from Queensland Office of State Revenue, however 
the results excluding this income are still strong.  This indicates a business model that has been able to balance the 
needs of the Defence members with a positive cash flow.

This measure has been removed from the Corporate Plan in 2017-18 for ongoing measurement since it is financial 
only and does not directly tie in with our Purpose.

b)	 Amberley canteen redesigned to 
increase customer flow and reduce 
labour by 3% as a percentage of 
sales.

Baseline labour : 20%
Actual labour : 30%

Whilst the RAAF Amberley project is complete, analysis on the success of the model continues.  The project 
consisted of multiple product and service strategies including cook-to-order fresh food, staggered trading times 
for each section and the use of technology. The aim was to improve customer flow and increase speed of 
service. The labour savings were not realised due to key software being unavailable, and remaining so to date. 
The majority of the savings were based on a streamlined serving process utilising electronic ordering and queuing 
systems which are yet to be implemented.  Food production for other outlets on base and the mobile food vans 
also impacted labour costs. 
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As the project is in its infancy, the other service strategies will continue to be reviewed and fine-tuned.

Self-service checkouts were trialled at both RAAF Amberley and Enoggera (Gallipoli Barracks).  This initiative has 
been successful.  Further self-serve checkouts will be placed in the larger outlets.  This initiative has been included 
in the Corporate Plan 2017-18.

A trial was undertaken on online ordering however this was not successful with only limited interest garnered.  This 
initiative has been placed on hold.

The Amberley canteen initiative has been replaced in the Corporate Plan with a more targeted measure.  It will 
not be included in the current format in future Corporate Plans nor measured in the Performance Statements for 
Year 2017-18 and onwards.

c)	 Automatic par-levels and ordering

Target turnover 1.25
Actual turnover 1.49

The introduction of automatic inventory par-levels and ordering has been implemented across the outlet network.  
Efficiencies were achieved as anticipated.

This measure has been removed from the Corporate plan in 2017-18 for ongoing measurement since it is an internal 
initiative and does not directly tie in with our Purpose.

RESULTS
Performance criterion 3 – Build enduring stakeholder relations

Measure Source 2016-17 Result

d)	 AAFCANS support at least 2 of the 3 major exercises (Exercise Pitch Black, Talisman Sabre and Hamel). 2016-17 
Corporate Plan Achieved

Analysis

d)	 Support Defence on exercise

AAFCANS staff and amenities were 
present at all three exercises in 
2016-17.

Our participation in exercises is a key requirement to ensuring that AAFCANS is not only of assistance and 
service to the Defence personnel, but increases our understanding of the Defence environment and improves 
communication with our stakeholders.
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Activities in 2016-17

People

AAFCANS has continued to build on our leadership capacity with a range of training 
programs released for base managers, line managers and senior leaders in 2016.  New online 
training modules were introduced to address fraud awareness, competition and consumer 
protection, and WHS due diligence. Additionally, training in budgeting, managing disciplinary 
processes, selecting and on-boarding new staff, and WHS awareness was delivered in 
workshop format at the managers’ conference.  

The training agenda is further strengthened by the appointment of a Trainer in 2017.

Work Health and Safety
AAFCANS has continued to conduct regular work health and safety (WHS) and food safety 
audits of all operations throughout the reporting period.  Audit standards have been lifted 
aimed at achieving best practice and increased consultation in the workplace.  In 2016 the 
WHS Management System was reviewed against the Comcare National Audit Tool resulting in 
a three year action plan.  Worker safety remains at the forefront of AAFCANS’ business.

Communications and Marketing

AAFCANS featured in several Defence media editorials capturing the support offered on 
exercise Hamel and Diamond Storm along with the feature celebrating the opening of the 
newly refurbished RAAF Amberley. The art installation of plaques and historic images at RAAF 
Amberley helped to communicate the heart and history of the base. The wall-to-wall glass 
mounted historic mural featured in the media story.

The launch of the new contemporary coffee menu also celebrated the release of AAFCANS 
new loyalty APP. The development of the loyalty APP was predominantly funded by 
sponsorship from key suppliers and provides AAFCANS with a direct digital communication 
channel to customers. This technology manages live loyalty data and is a conduit for in-house 
responsive promotions. In eight months of operation, the APP has attracted 5,482 customers, 
managed 37,226 coffee stamps and issued 17,906 free coffees. The APP free coffee 
redemptions equates to 26.7% of the overall free coffees issued for 2016-2017.

Other marketing activities included: 
•	 two seasonal ranging and production menu changes to the national canteen menu 

and one bistro menu change.
•	 the development of a food and retail offer to support Army exercises at Hamel and 

Talisman Sabre.
•	 development and trial of a set priced salad bar concept at four of AAFCANS large 

canteen outlets.
•	 stage 2 rollout of the improved catering offer which included equipment 

procurement, training and launch promotions. A special menu launch was included 
to promote the ADFA functions facility. 28 key stakeholders attended the launch 
event. 
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•	 Nine focus groups sessions at RAAF Edinburgh and four sessions at RAAF Laverton 
to gain customer insights about AAFCANS offer and potential retail and canteen 
improvements.

•	 A comparative pricing survey was conducted capturing 48 competitor menus, which 
helped benchmark AAFCANS offer and pricing with comparable offers outside the 
gate.

Merchandising

The range of merchandising products were reviewed and upgraded during the financial year 
at the following locations:

•	 Oakey canteen
•	 Canungra canteen
•	 Enoggera canteen
•	 RAAF Townsville canteen
•	 Harry’s Café - Lavarack Barracks
•	 Victoria Barracks canteen Sydney
•	 Victoria Barracks Melbourne – canteen and cafe
•	 ADFA café
•	 RAAF Richmond canteen
•	 RAAF Darwin canteen

The On Duty range (military merchandise including torches, active-wear, and backpacks) is 
stocked in ten AAFCANS base outlets: Enoggera, Amberley, Singleton, Kapooka, Richmond, 
Edinburgh, Latchford, Canungra, Oakey and Victoria Barracks Sydney.

Exercises

This year AAFCANS supported Defence on the following exercises:
•	 Exercise Hamel, Cultana SA
•	 High Range exercise, 3 Brigade, Lavarack, QLD
•	 Preparation for Talisman Sabre QLD undertaken in July 2017 

Army Amenities Facility (RAK)

Launched in June 2016 and 
supporting 17 CSS BDE, the Army 
amenities facility operated at 
two of the three exercises above.

This amenities facility is owned 
by Army, and managed and 
operated jointly by AAFCANS 
and 2FSB.

Image 4:  Retail amenities kiosk Joint Army & AAFCANS field kiosk, Exercise Hamel SA July, 2016  
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Facilities 
In recognition of the unique environment in which AAFCANS operates, the Commonwealth 
has provided a $400,000 per annum special amenity payment which has been used 
exclusively to improve the general appearance and atmosphere of AAFCANS’ canteens for 
its Service patrons. 

In FY2017, AAFCANS undertook three notable outlet/facility upgrade projects on the following 
bases:

•	 $517,000 RAAF Amberley Canteen refurbishment
•	 $50,000   RAAF Amberley instore ordering, self-service check-out
•	 $95,000   Kapooka Canteen refurbishment
•	 $26,804   RAAF Amberley SFS Kiosk refurbishment
•	 $50,000   Mobile food van (MFV) refurbishments
•	 $125,000  IT systems upgrades 

Funding & Disbursements

Under the Regulations, AAFCANS is to conduct its operations on a commercial and 
self‑supporting basis, with the aim of providing profits sufficient to permit distribution of surplus 
funds for the benefit of the members of the Army, the Air Force and their families.

In accordance with a Ministerial directive AAFCANS now reinvests cash surpluses into 
remodelling and refurbishing canteen facilities and improving products and services.

During the year $538,126 was paid to SADFOs or base welfare funds under contracts 
negotiated by AAFCANS for vending on base.

Coffee loyalty returned approximately 67,000 free coffees at a retail value of almost $224,000 
to our customers. 

Image 5:  AAFCANS welfare disbursements 
Cheque presentations to Gallipoli Barracks & RAAF Amberley as part of the yearly disbursement of 
vending activities 
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Where We Operate

As at June 2017, AAFCANS or its agents operated food services on 30 Army and Air Forces 
bases and joint ADF facilities throughout Australia.  The service was provided from direct 
operations on 26 bases and the remaining four locations under subcontract agreements with 
independent operators. 

At the end of June 2017, AAFCANS delivered services through 27 canteens, 15 satellite kiosks, 
19 mobile facilities and eight smaller convenience outlets such as a bistro, post office and 
convenience store. 

Additional services covering banks, barbers, dry cleaners, mechanical workshops, post offices 
and clothing retailers were provided at various bases through Licenced to Trade agreements.  
Locations are detailed in Appendix 3. 

Image 6:  RAAF Amberley QLD refurbishment 
RAAF NEWS Media editorial April 2017 and images of works undertaken 
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CORPORATE GOVERNANCE
The overriding objective of the directors is to increase stakeholder value within an 
appropriate framework and to protect the rights and interests of stakeholders whilst ensuring 
that the Army and Air Force Canteen Service is properly managed.

The directors are committed to the principles underpinning better practice in corporate 
governance, applied in a manner that is best suited to the business and to address 
the directors’ accountability to stakeholders. This is supported by an organisation-wide 
commitment to high standards of legislative compliance, and financial and ethical 
behaviour. 

Organisational Structure
This chart is a diagrammatic presentation of ‘lines of authority’ that operated during the year.  
This is not an indication of ‘seniority’ within the corporation. 

 

 

Chart 1: Organisational structure 
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AAFCANS 2017 ORGANISATIONAL STRUCTURE
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Mr Andrew Tregaskis  
GAICD

Chairman  
and Non-executive director 

Ministerial re-appointment - 1 October 2016 

Andrew has more than 35 years experience in management and
governance in the retail industry. Andrew worked for Coles Myer
Ltd for most of this time in store operations, state management, and
state office merchandise management.  Andrew’s last role was State
Manager for Coles Supermarkets NSW. Since retirement Andrew
worked on another Not-for-Profit Board prior to this appointment.

Other current appointments: Nil

Special duties (AAFCANS):
•	 Chairman of the corporate governance committee
•	 Member of the human resources and remuneration committee

Air Commodore Ian Pearson 
(RAAFAR) MAICD 

Non-executive director

Chief of Air Force appointment - 1 July 2010

Ian, as a military representative, advises AAFCANS and represents the 
interests of Air Force personnel.  Ian had an extensive Air Force career 
in flying, training and staff duties before transferring to the RAAF Active 
Reserve in March 2010. In addition to his AAFCANS responsibilities, his 
Reserve duties have included conducting a number of reviews for Air 
Force and co-presenting an Air Power module to Air Force students at the 
Australian Command and Staff College. 

Other current appointments:
•	 President, RAAF Staff College Association
•	 Director, John XXIII College, Australian National University
 
Special duties (AAFCANS):
•	 Member of the audit and risk management committee

Brigadier Cameron Purdey  
CSC MAICD  

Non-executive director

Chief of Army appointment - 28 October 2015

Cameron, as a military representative, advises AAFCANS and represents 
the interests of the Army.

Cameron is currently appointed as Director General of Logistics - Army.  
In this position he is responsible to the Chief of Army for managing the 
day-to-day operational and logistic requirements of Army. Cameron 
also has responsibility for developing and implementing Army’s strategic 
policies related to safety, security, internal reform and enterprise risk 
management. Cameron has extensive experience in command, training 
and operational appointments.

Other current appointments: Nil

CORPORATE GOVERNANCE

The Board of Management
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Mr Stewart McGrow  
GAICD

Managing Director  
(Executive director)

Board appointment - 1 July 2011 

Stewart’s management practice encompasses a wealth of commercial 
experience in sectors including retail, quick service restaurants/bars, 
restaurants and leisure clubs in both Australia and the UK.  Within 
Australia, Stewart has held positions as General Manager, Corporate 
Business with the Compass Group, and National General Manager & 
General Manager Sydney Opera House. Having previously worked with 
Defence in the UK, Stewart has a clear understanding of the nature 
of the AAFCANS business and the operational requirements that must 
be achieved to satisfy not only customers, but also key Defence and 
Government stakeholders.

Other current appointments: Nil 
 
Special duties (AAFCANS):  
•  Member of the corporate governance committee

Mr Peter Fairlie GAICD 
Non-executive director

  

Ministerial appointment  - 1 October 2014

Peter has over 30 years retailing experience, primarily with Coles Myer 
Ltd. Peter held key executive roles in both Merchandise and Operations 
for Coles Supermarkets including heading the key store renewal project. 
Since leaving Coles, Peter has provided retail consulting services 
focussing on merchandising, range development and efficiency systems.

Other current appointments:
•	 Sole trader, Peter Fairlie Retail Consulting

Special duties (AAFCANS):
•	 Chairman of the human resources and remuneration committee
•	 Member of the corporate governance committee
•	 Member of the audit and risk management committee

Ms Leonie Taylor FCA FAICD 
Non-executive director

Ministerial appointment  - 1 October 2015
Leonie has served on various Boards since 1993, and is currently a 
director of Tennis QLD and undertakes the role of the Independent 
Finance Professional on the Audit and Risk Committees of two Industry 
Superannuation Funds and a Private Capital group. Leonie is a 
Chartered Accountant and brings with her extensive professional 
experience in corporate strategic planning, business advising and 
governance. 
 
 
Other current appointments:
•	 Partner, Bentleys (Qld)             
•	 Director, Tennis Queensland    
•  Member Audit Committee, BUSS (Qld); Club Super; Gardior Pty Ltd

Special duties (AAFCANS): 
•  Chairman of the audit and risk management committee
•  Member of the corporate governance committee
•  Member of the human resources and remuneration committee
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Former Directors
No directors retired or were appointed during the period covered by this report.

The Board’s charter is set forth in the Regulations and includes that the:
•	 Minister appoints three members, at least two of whom have had extensive business 

or commercial experience, one of whom is appointed non-executive Chairman
•	 Board includes two nominee directors, one each from Army and Air Force
•	 Managing Director is appointed by the Board as the sole executive director

Civilian directors are appointed by the Minister, based on industry expertise, business acumen 
and other characteristics that are considered to be valuable skills for the management of the 
business.  Military Board members are selected from senior officers who have experience in 
management, personnel and other military requirements.

The Managing Director is appointed by the Board.  The performance and remuneration 
of the sole executive director is reviewed on an annual basis by the Chairman acting in 
accordance with the determination of the Remuneration Tribunal.  The Chairman then 
makes a recommendation to the Board through the Human Resources and Remuneration 
Committee. 

Meetings of Directors
The number of meetings of the directors held during the reporting period and the number of 
meetings attended by each director:

The Board of Management Period (if not a member for 
the full year)

Meetings 
eligible to 

attend (No.)

Meetings 
attended 

(No.)

A Tregaskis (Chair) 8 8

S McGrow (Managing Director) 8 8

I Pearson 8 8

P Fairlie 8 8

C Purdey 8 8

L Taylor 8 8

Table 1: Director meeting attendance  

Image 7:  AAFCANS new coffee offer
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Committees

 
Audit & Risk Management Committee

The members of the Audit and Risk Management Committee, all being non-executive 
directors, at balance date were Leonie Taylor (Chair of the committee), Peter Fairlie and Ian 
Pearson.  The committee has issued a standing invitation to the remaining military director to 
attend committee meetings.

The number of meetings of the Audit and Risk Management Committee held during the 
reporting period and the number of meetings attended by each member:

Audit and Risk 
Management 
Committee

Period (if not a member for the 
full year)

Meetings 
eligible to 

attend (No.)

Meetings 
attended 

(No.)

L Taylor (Chair) 4 4

P Fairlie 4 4

I Pearson 4 4

Table 2: Audit and Risk Management meeting attendance

The Audit and Risk Management Committee is a standing committee.  Two of the members 
are appointed to the committee for the term of their Ministerial Board appointment.  The 
third member is appointed from our military directors. Our Chairman of the Board, Andrew 
Tregaskis, is not a member.  

The committee operates under the charter approved by the Board, with reports of business 
given and minutes of meetings provided to the subsequent meeting of the Board. The charter 
was reviewed and re-issued during the financial year. 
 

Image 8:  ARTC Kapooka NSW, Refurbished canteen November, 2016
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The committee assists the Board in determining and ensuring:

•	 compliance with the Public Governance, Performance and Accountability Act 2013 
(PGPA Act), the PGPA Rule and other relevant Acts

•	 accounting records are appropriately maintained
•	 adequate internal controls to safeguard assets
•	 the correct identification, management and control of risks
•	 the internal audit function operates according to the Board’s internal audit charter 

including ensuring appropriate action is taken on audit recommendations
•	 financial statements and management reports give a true and fair view
•	 a standard of corporate conduct and actively considering any ethical issues 

regarding policies and procedures.

In fulfilling its responsibilities the committee receives regular reports from internal and external 
auditors and management and maintains open lines of communication between committee 
members and internal and external auditors.

The external auditor is the Auditor General as prescribed by the Public Governance, 
Performance and Accountability Act 2013. 

Risk Management

As a standing agenda item at each Audit and Risk Management Committee meeting, the 
members review operational risk, financial risk and other strategic risk factors as applicable.  
The Board discusses new strategic and operational risk factors at each meeting and 
reviews AAFCANS top risks. The risk register is amended as appropriate.  AAFCANS’ full risk 
management framework was reviewed for completeness during the year.

Food safety and work health and safety (WHS) are integral parts of the AAFCANS service.  The 
internal auditor, an externally appointed contractor, conducts random audits for compliance 
under these two programs as well as for compliance with key financial procedures and 
directives. The outlets are also audited randomly for WHS and food safety by the respective 
Army and Air Force accredited officials.

The Board insures for a wide range of commercial risks including general liability, business 
interruption, directors’ and officers’ liability, travel and property loss, destruction or damage. 

Corporate Governance Committee

The members of the Corporate Governance Committee, all being directors, at balance date 
were Andrew Tregaskis (Chair of the committee), Leonie Taylor, Peter Fairlie and Stewart 
McGrow. The Committee has issued a standing invitation to the military directors to attend 
committee meetings.
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The number of meetings of the Corporate Governance Committee held during the reporting 
period and the number of meetings attended by each member:

Corporate 
Governance 
Committee

Period (if not a member for the 
full year)

Meetings 
eligible to 
attend (No.)

Meetings 
attended 
(No.)

A Tregaskis (Chair) 4 4

L Taylor 4 4

P Fairlie 4 4

S McGrow 4 4

Table 3: Corporate Governance meeting attendance

The Committee operates under a charter approved by the Board, with reports of business 
given and minutes of meetings provided to each subsequent meeting of the Board.  The 
Corporate Governance charter was reviewed and re-issued during the financial year.

The Committee reviewed and re-issued the Board charter during financial year.

The main responsibility of the Committee is to assist the Board in fulfilling its responsibilities for 
maintaining sound corporate governance over all activities within the organisation.

The charter and the employee code of conduct require all directors and employees to 
act with the utmost integrity and objectivity at all times in their dealings with each other, 
competitors, customers, suppliers, the organisation and the community.  Expectations on 
issues such as avoiding any conflict of interest, compliance with all laws, compliance with all 
policies and procedures, stewardship of assets and confidentiality of information are detailed 
therein. 

Human Resources and Remuneration Committee

The members of the Human Resources and Remuneration Committee, all being 
non‑executive directors, at balance date were Peter Fairlie (Chair of the committee), Andrew 
Tregaskis and Leonie Taylor. The Committee has issued a standing invitation to the military 
directors to attend committee meetings.

The number of meetings of the Human Resources and Remuneration Committee held during 
the reporting period and the number of meetings attended by each member:

Human Resources 
and Remuneration 
Committee

Period (if not a member for the 
full year)

Meetings 
eligible to 
attend (No.)

Meetings 
attended 
(No.)

P Fairlie (Chair) 4 4

A Tregaskis 4 4

L Taylor 4 4

Table 4: Human Resources and Remuneration meeting attendance
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The Committee operates under a charter approved by the Board, with reports of business 
given and minutes of meetings provided to each subsequent meeting of the Board.  The 
charter was reviewed and re-issued during the financial year.

Under direction from the Committee, AAFCANS conducts a baseline survey of employee 
satisfaction biennially, with actions resulting from that survey being allocated to the human 
resource function for implementation.

The main responsibility of the Committee is to assist the Board in fulfilling its responsibilities 
for maintaining sound managerial control over all human resource, industrial and 
superannuation activities within the organisation, reviewing all significant human resource 
practices and reporting of the organisation.

The Committee, after consultation with the Chairman, also reviews and makes 
recommendations on the performance and remuneration of the Managing Director. 

Independent Professional Advice

Directors have the right, in connection with their duties and responsibilities as directors, to 
seek independent professional advice at the Board’s expense.  Prior written approval of 
the Chairman is required but will not be unreasonably withheld.  This right was not exercised 
during the year ended 30 June 2017. 

Insurance of Officers

AAFCANS paid a premium of $3,153 for the year ended 30 June 2017 for the directors’ and 
officers’ liability and company reimbursement insurance policy.

The liabilities insured include costs and expenses that may be incurred in defending civil or 
criminal proceedings that may be brought against the officers in their capacity as officers of 
AAFCANS.  No indemnities have been provided to any current or former officers. 

ASX Corporate Governance Principles

Whilst AAFCANS is not obliged to comply with these guidelines, the Board believes that 
voluntary compliance ensures that AAFCANS is pursuing appropriate best practice corporate 
governance.  These eight core principles have been incorporated into our Corporate 
Governance charter and are set out below, along with a brief on AAFCANS’ level of 
compliance during the year.  A number of matters incorporated into these principles are 
addressed elsewhere in this report and are not repeated below.

1.	 Lay solid foundations for management and oversight
The roles and responsibilities of directors are documented in the Board charter.  This 
charter is reviewed annually by members of the Corporate Governance Committee.
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The delegation of powers and functions to the Managing Director are documented 
in the Board delegation policy.  Certain matters are reserved for the full Board.  The 
Managing Director is responsible for ensuring the responsibilities as delegated are properly 
discharged by management and for keeping the Board informed on these matters.

The Board has in place proper procedures to assess the performance of senior executives, 
including the Managing Director, through the Human Resources and Remuneration 
Committee.

2.	 Structure the Board to add value
The size and composition of the Board are set by the AAFCANS Regulation as amended, 
comprising three independent civilian directors appointed by the responsible Minister,  
two military appointed directors and a Managing Director. Background information on  
all directors is available at the beginning of this section. 

The Chair is an independent director.

The Board has established committees to assist it in carrying out its responsibilities and 
to consider certain issues and functions in detail. Each committee has its own written 
charter setting out its role, responsibilities and composition. Each committee reviews their 
performance annually. Each charter is reviewed annually.  

3.	 Act ethically and responsibly
The directors comply with a code of conduct documented in the Board charter.

An employee code of conduct is signed by each employee as a condition of 
employment.

The fraud control policy and public interest disclosure policy (a whistle-blower policy) give 
guidance on the reporting and investigation of unethical practices.

AAFCANS reports annually on the performance of the equal employment opportunity 
management policy and plan, including gender and indigenous diversity and women 
in senior executive and Board positions, as an attachment to the annual report. Refer 
Appendix 1.

4.	 Safeguard integrity in corporate reporting
The Board has established the Audit and Risk Management Committee to oversee the 
integrity of the financial processes and reporting. The committee consists only of  
non-executive directors. The Chair of the committee is an independent director who is  
not the Chair of the Board.

The internal audit function is executed by an external contractor and regularly performs 
audits to ensure that the financial, WHS and food safety controls are operating effectively.

The organisation is audited annually by an independent firm of auditors appointed by 
Australian National Audit Office. The firm appointed to perform the audit is not engaged 
by AAFCANS to provide any other advice or services.
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5.	 Make timely and balanced disclosure
AAFCANS reports on a quarterly basis to the responsible Minister, the Minister for Defence 
and other key stakeholders.  Material matters that arise between reporting dates are 
advised to the responsible Minister and key stakeholders.

	 The AAFCANS annual report is given to the responsible Minister and tabled in Parliament in 
accordance with the provisions of the PGPA Act.

6.	 Respect the rights of security holders
The Board of AAFCANS is committed to the rights of its stakeholders, particularly as the 
organisation’s regulatory framework does not provide some stakeholders (e.g. service 
personnel) direct access to decision makers.  Management employs various tools to keep 
stakeholders informed of changes and to allow opportunities to provide feedback (e.g. 
on‑base meetings with key personnel, customer surveys, military news, website feedback 
forms and correspondence with Chief of Army and Chief of Air Force).

7.	 Recognise and manage risk
The Board has assigned the detailed review of the risk function to the Audit and Risk 
Management Committee.  AAFCANS has documented a risk management policy, plan 
and framework.  Identified risks are set in a risk matrix which is regularly reviewed.  Current 
risks from that register are tabled at each Board meeting. Policies and procedures have 
been established to mitigate and manage the identified risks.  Management reports to 
the Audit and Risk Management Committee on the risks and the effectiveness of the plans 
and strategies at each meeting. Management assurances regarding risk management 
are provided to the Board at least annually.

The Managing Director and Commercial Manager sign off an annual written certification 
to the external auditor that the financial reports are founded on a sound system of risk 
management and internal compliance and that the system is operating effectively in all 
material aspects.

8.	 Remunerate fairly and responsibly
The Remuneration Tribunal sets the remuneration for all non-military non-executive 
directors and the Managing Director.  The Board has established a Human Resource and 
Remuneration Committee to oversee the salaries of senior executives.

Remuneration packages for employees are reviewed annually and are determined 
having regard to appropriate packages in the public and private sectors, and to attract 
and retain high quality staff. 
 
 
 
Image 9:  
AAFCANS 
loyalty app
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Accountability

 
Legislation

The Army and Air Force Canteen Service was established by Regulations under the Defence 
Act 1903.  The latest version of the regulations is The Army and Air Force (Canteen) Regulation 
2016.

The purpose of the canteen service is to supply goods, facilities and services to, or for the 
entertainment and recreation of:

•	 members of the Army or Air Force
•	 persons employed in, or in connection with, Army or Air Force installations
•	 dependants of those members or persons
•	 visitors to Army or Air Force installations
•	 members of the ADF Cadets.

The Board shall conduct the canteen service in accordance with the following policy 
guidelines:

•	 to enhance the living conditions and social environment of the intended 
recipients

•	 the operations shall be conducted on a commercial and self–supporting basis 
with the aim of achieving profits sufficient to allow surplus funds to be distributed 
for the benefit of members of the Army or Air Force

•	 Ministerial directives as advised from time to time. 

Responsible Minister

During the financial year, the Army and Air Force Canteen Service was accountable to 
the Minister for Defence Personnel and through our Minister to Parliament.  The Minister at 
reporting date is The Hon Dan Tehan MP. Prior to the current Minister’s appointment on 19 July 
2016, AAFCANS reported to The Hon Michael McCormack MP.  

Ministerial Directions
Dividend & Royalty Distributions
The responsible Minister directed on 19 June 2006 that distributions to stakeholders be 
discontinued until further notice.  Accordingly no distributions were paid from canteens 
during the 2017 financial year. However payments were made to Army and Air Force welfare 
programs under vending machine contracts.

Borrowings
The Minister on 31 August 1995 approved borrowings by way of overdraft for working capital 
purposes.  This option is not currently utilised.
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Reporting

In accordance with the PGPA Act and PGPA Rule requirements, AAFCANS submits its annual 
Corporate plan to our responsible Minister and the Minister for Finance prior to its publication 
on the AAFCANS website by 31 August each year.

Quarterly financial performance reports are submitted to various stakeholders. 

In December 2006, the Minister for Finance and Administration issued a directive in 
accordance with section 19 of the PGPA Act requiring AAFCANS to provide annual reports 
on legislative compliance.

AAFCANS prepares budget estimates for inclusion in the Department of Finance’s whole of 
Government reporting.

The agreement for services between Defence and AAFCANS that was applicable during the 
2017 financial year required that the entity submit to the AAFCANS Advisory Committee  
the following reports:

•	 an annual corporate plan
•	 an annual performance report
•	 quarterly operational and financial reports.

All ministerial and legislative reporting requirements for the past financial year have been 
met.

Other

The Commonwealth has notified AAFCANS under section 28 of the CAC Act (superseded by 
section 22 of the PGPA Act) that the following policies apply to the corporation:

•	 Australian Government Property Ownership Framework
•	 Protective Security Manual 2005 (PSM). 

Monitoring of the Equal Employment Opportunity Management Plan
The report made in accordance with section 9(1) Equal Employment Opportunity 
(Commonwealth Authorities) Act 1987 appears at Appendix 1. 

Work Health and Safety (WHS)
The Army and Air Force Canteen Service is subject to the requirements of the Work Health 
and Safety Act 2011.  The report is made in accordance with Schedule 2, part 4 of the Act 
and appears at Appendix 2. 

Judicial Decisions and Reviews by Outside Bodies
The Army and Air Force Canteen Service was not subject to any judicial or administrative 
tribunal decisions or to reports on the operations of the authority by the Auditor-General, a 
Parliamentary committee or the Commonwealth Ombudsman.
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Freedom of Information

No applications for information were received under the Freedom of Information Act 1982 
(FOI Act) in the reporting period.  The estimated handling costs for freedom of information 
(FOI) requests was nil.

The following information on AAFCANS is provided as required by the FOI Act:
•	 the corporation’s organisational structure and functions are detailed elsewhere in 

this report
•	 the organisation consults directly and widely to help meet the needs of key 

stakeholders
•	 a list of documents available for inspection has been lodged with the FOI unit of 

the Department of Defence; these documents include employment and retail 
related policies, establishment documents, the Equal Employment Opportunity 
plan and annual reports.  The annual reports are also available on the AAFCANS 
website.

Access to Documents

Access to documents under Freedom of Information legislation can be obtained by making 
a request in writing to the Managing Director, AAFCANS, Building E11, Lavarack Parade, 
Enoggera, Queensland, 4051.
 
Information Publications Scheme Statement

Entities subject to the FOI Act are required to publish their plan showing information published 
in accordance with the scheme’s requirements.  Further information is available at www.
aafcans.gov.au/ips_plan. 

Legal Services Expenditure

The Army and Air Force Canteen Service is required to report legal services expenditure as 
contained in the Legal Services Direction 2005 issued by the Attorney-General.  Accordingly, 
during the financial year, the Army and Air Force Canteen Service paid professional fees 
and related reimbursements to legal entities of $158,487 excluding GST (2016: $145,116 
including our in-house legal counsel hours).  The majority of the 2016 expenditure relates to 
legal and external counsel fees incurred in our pursuit of a payroll tax exemption in the State 
of Queensland.  This exemption was granted during the current financial year and offsets 
the total legal services expenditure with a credit of $112,649.  The majority of the 2017 legal 
expenditure relates to employment advice and the pursuit of the payroll tax exemption.

The Army and Air Force Canteen Service is required to purchase all legal services from 
approved suppliers as contained on the Legal Services Multi-Use List from 1 June 2012.  
AAFCANS conforms to this requirement. 

Fraud Control

Although AAFCANS is not technically required to comply with the Commonwealth Fraud 
Control Guidelines, AAFCANS has in place appropriate fraud prevention, detection, 
investigation, reporting and data collection procedures that meet the required standard.
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Ecological Sustainable Development

The report is made in accordance with section 516A(6)(a) of the Environment Protection and 
Biodiversity Conservation Act 1999.  The activities of the Army and Air Force Canteen Service 
are not relevant to ecological sustainable development in terms of the principles identified in 
the Environment Protection and Biodiversity Conservation Act. 

Advertising and Market Research

During the 2016-17 AAFCANS conducted advertising for recruitment of staff, tenders for 
licenced traders and the development of a mobile phone loyalty app.

Type and organisation 2016-17 
Expenditure

Purpose

Advertising -

Market research
-	 Stamp Media $17,226 Development and implementation of a 

coffee loyalty app for mobile phones

Polling -

Direct mail -

Media advertising
Staff recruitment:
-	 Tracy Swan Search 

Recruitment
-	 Dentsu Mitchell
-	 Drake

Licenced traders:
-	 Dentsu Mitchell

$87,736

$13,475
$17,305

$1,830

Recruitment of specialised/ 
management staff
Recruitment of staff via Seek
Recruitment of temporary staff in 
canteens

Tender advertisement/s for licenced 
traders at various bases

Total $137,572

Table 5: Advertising and market research expenditure 
 

Disability Discrimination

AAFCANS’ policies, programs and services are accessible to people with disabilities and meet 
its obligations under the Disability Discrimination Act 1992.  AAFCANS is not aware of any 
instance where a person with a disability has experienced difficulty in accessing any policy, 
program or service it offered. 
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Statement by the Directors, Managing Director and Commercial Manager

In our opinion, the attached financial statements for the year ended 30 June 
2017 comply with subsection 42(2) of the Public Governance, Performance and 
Accountability Act 2013 (PGPA Act), and are based on properly maintained 
financial records as per subsection 41(2) of the PGPA Act.

In our opinion, at the date of this statement, there are reasonable grounds to 
believe that the Army and Air Force Canteen Service will be able to pay its debts as 
and when they fall due.

This statement is made in accordance with a resolution of the directors.	

      
A Tregaskis		  L L Taylor	         S I McGrow	          K A Pemberton
Chairperson		  Director		          Managing Director	          Commercial Manager

29 August 2017 	 29 August 2017        29 August 2017             29 August 2017	
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Statement of Comprehensive Income
for the period ended 30 June 2017

Notes 2017 2016
$ $

NET COST OF SERVICES
Expenses
Employee benefits 3A 9,473,029    9,438,270       
Suppliers 3B 18,079,205  17,968,110     
Depreciation and amortisation 824,360      750,104         
Asset Write off 52,367        11,909           
Licenced facilities on base 3C 546,111      530,055         
Other expenses 3D 1,917,772    2,032,979       

30,892,844  30,731,427     

Own-Source Income
Own-source revenue
Sale of goods and rendering of services 4A 29,674,573 29,383,646     
Interest 114,344 94,233           
Other revenue 4B 2,557,749 1,479,278       
Total own-source revenue 32,346,666 30,957,157

Net (cost of) contribution by services 1,453,822 225,730

Revenue from Government 400,000      400,000         

Surplus attributable to the Australian Government 1,853,822 625,730

OTHER COMPREHENSIVE INCOME

Changes in asset revaluation surplus (51,082) -                
Total other comprehensive income (51,082) -                

1,802,741 625,730

The above statement should be read in conjunction with the accompanying notes.

Total expenses

Total comprehensive income attributable to the Australian 
Government

Items not subject to subsequent reclassification to net cost 
of services
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Statement of Financial Position
as at 30 June 2017

Notes 2017 2016
$ $

ASSETS
Financial assets
Cash and cash equivalents 5,932,123    4,062,994       
Trade and other receivables 429,819      640,468         
Total financial assets 6,361,941    4,703,462       

Non-financial assets
Leasehold improvements 5A 1,820,902    1,627,580
Plant and equipment 5A 2,232,633    2,153,427       
Intangibles 5A 78,107        82,603           
Inventories 5B 1,558,819    1,567,522       
Other non-financial assets 695,537      87,930           
Total non-financial assets 6,385,998    5,519,062       

Total assets 12,747,939  10,222,524     

LIABILITIES
Payables
Suppliers 7A 2,232,456    1,132,695       
Other payables 7B 792,298      1,144,264       
Total payables 3,024,754    2,276,959       

Provisions
Employee provisions 8A 799,253      824,375         
Total provisions 799,253      824,375         

Total liabilities 3,824,007    3,101,334       

Net assets 8,923,932    7,121,190       

EQUITY
Contributed equity 1,328,804    1,328,804       
Asset revaluation surplus 283,312      334,393         
Retained earnings 7,311,816    5,457,994       
Total equity 8,923,932    7,121,190       

The above statement should be read in conjunction with the accompanying notes.
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Statement of Changes in Equity
for the period ended 30 June 2017

2017 2016 2017 2016 2017 2016 2017 2016
$ $ $ $ $ $ $ $

Opening balance

5,457,994 4,832,264 334,393 334,393 1,328,804 1,328,804 7,121,191 6,495,462

Adjusted opening balance 5,457,994 4,832,264 334,393 334,393 1,328,804 1,328,804 7,121,191 6,495,462

Comprehensive income
Surplus for the period 1,853,822 625,730       (51,082)       -              -                        -              1,802,741   625,730       
Other comprehensive income -           -              -             -     -                        -              -             -     
Total comprehensive income 1,853,822 625,730       (51,082)       -     -                        -              1,802,741   625,730       

Closing balance as at 30 June 7,311,816 5,457,994 283,312 334,393 1,328,804 1,328,804 8,923,932 7,121,191

Total equityRetained earnings Asset revaluation
surplus

Contributed
equity

Balance carried forward from previous 
period

The above statement should be read in conjunction with the accompanying notes.
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Cash Flow Statement
for the period ended 30 June 2017

Notes 2017 2016
$ $

OPERATING ACTIVITIES
Cash received
Receipts from Government 800,000      -                
Sale of goods and rendering of services 34,454,180 33,485,824
Interest 55,241        94,233
Total cash received 35,309,420 33,580,057

Cash used
Employees (9,374,703) (9,438,270)
Suppliers (21,573,401) (21,771,503)
Net GST paid (1,390,993) (1,449,464)
Total cash used (32,339,097) (32,659,237)
Net cash from operating activities 9 2,970,323 920,820

Cash used
Purchase of plant and equipment (1,123,797) (629,926)
Total cash used (1,123,797) (629,926)
Net cash used by investing activities (1,123,797) (629,926)

Net increase (decrease) in cash held 1,846,526 290,894

4,062,994 3,772,099

5,909,520 4,062,994Cash and cash equivalents at the end of the reporting period

Cash and cash equivalents at the beginning of the reporting 
period

The above statement should be read in conjunction with the accompanying notes.
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Note 1		 Overview

1.1   Objectives of the Army and Air Force Canteen Service
 
The Army and Air Force Canteen Service is an Australian Government controlled entity. It is a 
not-for-profit entity. The objective and structure of the Army and Air Force Canteen Service 
is to provide goods and services to or for the entertainment and recreation of designated 
members of the ‘Defence family’.

The continued existence of the Army and Air Force Canteen Service in its present form 
and with its present program is dependent upon the Chiefs of Army and Air Force requiring 
the provision of canteen services on specified bases and providing space to operate the 
canteens free of charge.

1.2   Basis of Preparation of the Financial Statements

The financial statements are general purpose financial statements and are required by 
section 42 of the Public Governance, Performance and Accountability Act 2013.

The financial statements have been prepared in accordance with:
a)	 Public Governance, Performance and Accountability (Financial Reporting) Rule 2015 

(FRR) for reporting periods ending on or after 1 July 2015; and 
b)	 Australian Accounting Standards and Interpretations issued by the Australian 

Accounting Standards Board (AASB) that apply for the reporting period.

The financial statements have been prepared on an accrual basis and in accordance with 
the historical cost convention, except for certain assets and liabilities at fair value. Except 
where stated, no allowance is made for the effect of changing prices on the results or the 
financial position.

1.3   Significant Accounting Judgements and Estimates

In the process of applying the accounting policies the entity has made the following 
judgements that have the most significant impact on the amounts recorded in the financial 
statements:  

•	 The fair value of leasehold improvements and plant and equipment has been 
taken to be depreciated replacement cost or market value as determined by an 
independent valuer.

Other issues including, depreciation and amortisation, impairment, long service leave and 
calculation of licensed facilities on base have estimates in their calculations. Please refer to 
their individual note disclosures.

1.4 Taxation

The Army and Air Force Canteen Service is exempt from all forms of taxation except Fringe 
Benefits Tax (FBT), Wine Equalisation Tax (WET) and the Goods and Services Tax (GST).
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Revenues, expenses, liabilities and assets are recognised net of GST except:
a)	 Where the amount of GST incurred is not recoverable from the Australian Taxation 

office; and
b)	 For receivables and payables.

1.5   New Australian Accounting Standards

No accounting standard has been adopted earlier than the application date as stated in the 
standard.  

There were no new standards, revised standards, interpretations and amending standards 
deemed to be applicable to the current reporting period for the Army and Air Force Canteen 
Service’s financial statements. 

Note 2		 Events After the Reporting Period

There was no subsequent event that had the potential to significantly affect the ongoing 
structure and financial activities of the Army and Air Force Canteen Service.

Note 3		 Financial Performance

Accounting Policy	  
 	  	  	  

Superannuation	  
The staff of the Army and Air Force Canteen Service are members of self-selected 
superannuation funds.	  
 	  	  	  
The Army and Air Force Canteen Service makes employer contributions to the employees’
superannuation schemes at rates determined by legislation.  The Army and Air Force  
Canteen Service accounts for the contributions as if they were contributions to defined  
contribution plans.	  	  
 	  	  	  
The liability for superannuation recognised as at 30 June represents outstanding  
contributions for the final month of the year. Refer to Note 7B.	
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Note 3B: Suppliers 2017 2016
$ $

Goods and services supplied or rendered
Cost of goods sold 17,496,326    17,386,178

Total goods and services supplied or rendered 17,496,326    17,386,178

Other suppliers
Operating lease rentals in connection with

  Minimum lease payments 114,881         90,482
Workers compensation expenses 467,998         491,450
Total other suppliers 582,880         581,932
Total suppliers 18,079,205    17,968,110

Accounting Policy
Leases
A distinction is made between finance leases and operating leases.  Finance leases effectively
transfer from the lessor to the lessee substantially all the risk and rewards incidental to
ownership of leased assets.  An operating lease is a lease that is not a finance lease. In
operating leases, the lessor effectively retains substantially all such risks and benefits.

The Army and Air Force Canteen Service only had operating leases in the 2016 financial year
and its comparative year.  Operating lease payments are expensed on a straight-line basis
which is representative of the pattern of benefits derived from the leased assets.

Commitments for minimum lease payments in relation to non- 2017 2016
cancellable operating leases are payable as follows: $ $

Within 1 year 132,873         113,550          
Between 1 to 5 years 239,966         130,254          
More than 5 years -                -                 

Total operating lease commitments 372,839         243,804

Note 3C: Licenced Facilities on Base 2017 2016
$ $

Licenced facilities on base 546,111         530,055          
Total licenced facilities on base 546,111         530,055          

 
Licensed facilities on base was the cost of the rent and utilities that were used by licenced 
traders on base.  The AAFCANS headquarters on base was estimated on the cost of renting a 
similar space in the area. These facilities were provided free of charge by the Department of 
Defence.  The revenue in relation to the provision of these facilities is disclosed in Note 4B.

 
Accounting Policy	  
 
Leases	  	  
A distinction is made between finance leases and operating leases.  Finance leases  
effectively transfer from the lessor to the lessee substantially all the risk and rewards  
incidental to
ownership of leased assets.  An operating lease is a lease that is not a finance lease.  
In operating leases, the lessor effectively retains substantially all such risks and benefits.
 	  	  	  
The Army and Air Force Canteen Service only had operating leases in the 2016 financial year 
and its comparative year.  Operating lease payments are expensed on a straight-line basis 
which is representative of the pattern of benefits derived from the leased assets.	
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Note 4		 Own-Source Revenue and Gains 

Note 4A: Sale of Goods and Rendering of Services 2017 2016
$ $

Sale of goods 29,259,712    28,984,840
Rendering of services 414,861 398,806

Total sale of goods and rendering of services 29,674,573    29,383,646

 
Note 4B: Other Revenue

Marketing revenue and commissions 1,015,306      910,667
Resources received free of charge - Defence facilities 546,111         530,055
Sundry income 996,333         38,556
Total other revenue 2,557,749      1,479,278

Accounting Policy
Resources Received Free of Charge
Resources received free of charge are recognised as revenue when, and only when, a fair 
value can be reliably determined and the services would have been purchased if they had
not been donated. Use of those resources is recognised as an expense.  Resources received
free of charge are recorded as either revenue or gains depending on their nature.

Note 3D: Other Expenses 2017 2016
$ $

Computer support and expenses 273,946         232,015          
Bank fees 249,889         218,552
Vehicle running costs 196,929         159,739
Sundry expense 177,978         168,263
Selling, stationery, postage and courier 168,533         136,598
Professional services 163,172         211,221
Support office facilities 150,675         123,969
Travel 149,360         152,006
Recruitment fees and agency staff 116,105         73,233            
Telephone and internet communications 78,468           71,795
Insurance 54,603           60,476
Legal Fees 45,838           129,250
External Audit fees 38,000           55,000
Fringe benefits tax 30,988           38,173
Internal Audit Fees 13,500           20,000
Defence amenities expenses 9,788             224                 
Payroll tax -                182,465

Total other expenses 1,917,772      2,032,979

 
Accounting Policy	  	  
 
Resources Received Free of Charge	  	  
Resources received free of charge are recognised as revenue when, and only when, a fair 
value can be reliably determined and the services would have been purchased if they had
not been donated. Use of those resources is recognised as an expense.  Resources received
free of charge are recorded as either revenue or gains depending on their nature.
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Revenue from the sale of goods is recognised when:
a) the risk and rewards of ownership have been transferred to the buyer;
b) the Army and Air Force Canteen Service retains no managerial involvement or effective control 
over the goods;
c) the revenue and transaction costs incurred can be reliably measured; and
d) it is probable that the economic benefits associated with the transaction will flow to the Army 
and Air Force Canteen Service.

Revenue from rendering of services is recognised by reference to licence agreements held with
third party service contractors at the reporting date. The revenu is recognised when:
a) the amount of revenu and transaction costs incurred can be reliably measured; and
b) the probable economic benefits associated with the transaction will flow to the Army and
Air Force Canteen Service.

Receivables for goods, which have 30 day terms, are recognised at the nominal amounts due less
any impairment allowance account. Collectability of debts is reviewed at end of the reporting
period. Allowances are made when collectability of the debt is no longer probable.  Interest
revenue is recognised using the effective interest method as set out in AASB 139.

Revenue from Government
Funding received or receivable from the Department of Defence is recognised as Revenue from
Government unless the funding is in the nature of an equity injection or a loan.

 
Revenue from the sale of goods is recognised when:

a) the risk and rewards of ownership have been transferred to the buyer;
b) the Army and Air Force Canteen Service retains no managerial involvement or effective   
    control over the goods;

c) the revenue and transaction costs incurred can be reliably measured; and
d) it is probable that the economic benefits associated with the transaction will flow to the 
    Army and Air Force Canteen Service.
 
Revenue from rendering of services is recognised by reference to licence agreements held 
with third party service contractors at the reporting date. The revenue is recognised when: 

a) the amount of revenue and transaction costs incurred can be reliably measured; and
b) the probable economic benefits associated with the transaction will flow to the  
    Army and Air Force Canteen Service.

		
Receivables for goods, which have 30 day terms, are recognised at the nominal amounts 
due less any impairment allowance account. Collectability of debts is reviewed at end 
of the reporting period. Allowances are made when collectability of the debt is no longer 
probable. Interest revenue is recognised using the effective interest method as set out in 
AASB 139.		
		
Revenue from Government		
Funding received or receivable from the Department of Defence is recognised as Revenue 
from Government unless the funding is in the nature of an equity injection or a loan.
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Note 5		 Financial Position
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Asset Recognition Threshold
Purchases of property, plant and equipment are recognised initially at cost in the statement 
of financial position, except for purchases costing less than $1,000, which are expensed in 
the year of acquisition (other than where they form part of a group of similar items which are 
significant in total).

Revaluations
Following initial recognition at cost, property, plant and equipment are carried at fair value 
less subsequent accumulated depreciation and accumulated impairment losses. Valuations 
are conducted with sufficient frequency to ensure that the carrying amounts of assets 
did not differ materially from the assets’ fair value at the reporting date. The regularity of 
independent valuations depended upon the volatility of movements in market value for the 
relevant assets.

Revaluation adjustments are made on a class basis. Any revaluation increment is credited to 
equity under the heading of asset revaluation reserve except to the extent that it reversed 
a previous revaluation decrement of the same asset class that was previously recognised in 
the surplus/deficit.  Revaluation decrements for a class of assets are recognised directly in the 
surplus/deficit except to the extent that they reversed a previous revaluation increment for 
that class.

Depreciation
Depreciable property, plant and equipment assets are written-off to their estimated residual 
values over their estimated useful lives to the entity using, in all cases the straight-line method 
of depreciation.

Depreciation rates (useful lives), residual values and methods are reviewed at each reporting 
date and necessary adjustments are recognised in the current, or current and future 
reporting periods, as appropriate. 

Depreciation rates applying to each class of depreciable asset are based on the following 
useful lives:

				        2017			       2016
Leasehold
Improvements			   10 years		     	 10 years

Plant and 		
Equipment	   		  3 to 10 years       	 	 3 to 10 years

Computer
Hardware		     	 3 to 5 years      		  3 to 5 years

Accounting Policy
Assets are recorded at cost on acquisition except as stated below. The cost of acquisition includes 
the fair value of assets transferred in exchange and liabilities undertaken. Financial assets are initially 
measured at their fair value plus transaction costs where appropriate.

Assets acquired at no cost, or for nominal consideration are initially recognised as assets and income 
at their fair value at the date of acquisition, unless acquired as a consequence of restructuring of 
administrative arrangements.  In the latter case, assets are initially recognised as contributions by owners 
at the amounts at which they were recognised in the transferor’s accounts immediately prior to the 
restructuring.
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Impairment
All assets were assessed for impairment at 30 June 2017. Where indications of impairment 
exist, the asset’s recoverable amount is estimated and an impairment adjustment made if the 
asset’s recoverable amount is less than its carrying amount.

The recoverable amount of an asset is the higher of its fair value less costs of disposal and its 
value in use. Value in use is the present value of the future cash flows expected to be derived 
from the asset.  Where the future economic benefit of an asset is not primarily dependent on 
the asset’s ability to generate future cash flows, and the asset would be replaced if the entity 
were deprived of the asset, its value in use is taken to be its depreciated replacement cost.

Derecognition
An item of property, plant and equipment is derecognised upon disposal or when no further 
economic benefits are expected from its use or disposal.

Intangibles
The entity’s intangibles comprise software purchased for internal use.  These assets are carried 
at cost less accumulated amortisation and accumulated impairment losses.

Software is amortised on a straight-line basis over its anticipated useful life.  The useful lives of 
the entity’s software are 2 to 3 years (2016: 2 to 3 years).

All software assets were assessed for indications of impairment as at 30 June 2017.

 
Accounting Policy				  
Inventories held for sale are valued at the lower of cost and net realisable value. 
Costs incurred in bringing each item of inventory to its present location and condition are 
assigned as follows:				  
a) raw materials and stores - purchase cost on a first-in-first-out basis; and
b) finished goods - cost of direct materials and labour plus attributable costs that can be  
allocated on a reasonable basis. 

Inventories acquired at no cost or nominal consideration are initially measured at current 
replacement cost at the date of acquisition.	 			 
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Note 6		 Fair Value Measurements
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Note 7		 Payables
2017 2016

Note 7A: Suppliers $ $

Trade creditors and accruals 2,232,459      1,132,695
Total suppliers 2,232,459      1,132,695        

All suppliers are non-related entities and are expected to be settled within 12 months.

Note 7B: Other Payables 2017 2016
$ $

Wages and salaries 197,323 362,744
Superannuation 446               73,650            
GST payable 386,337         310,388
Vending commissions 28,649           34,098            
Other 179,542         363,384
Total other payables 792,298         1,144,264        
All other payables are expected to be settled within 12 months.

Note 8		 People and Relationships

2017 2016
Note 8A: Employee Provisions $ $

Annual leave 288,213         310,976
Long service leave 511,041         513,399
Total employee provisions 799,253         824,375          

Employee provisions are expected to be settled
No more than 12 months 470,572         558,216
More than 12 months 328,681         266,159

Total employee provisions 799,253         824,375          

 
Accounting Policy				  
Financial liabilities are classified as other financial liabilities.  Financial liabilities are recognised	
and derecognised upon ‘trade date’.				  
Suppliers and other payables are recognised at cost. Liabilities are recognised to the extent 	
that the goods or services have been received (and irrespective of having been invoiced). 

 
Accounting Policy		
Leave		
The liability for employee benefits includes provision for annual leave and long service leave.	
No provision has been made for sick leave as all sick leave in non-vesting and the average	
sick leave taken in future years by employees of the Army and the Air Force Canteen Service 
is estimated to be less than the annual entitlement for sick leave.	
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Note 9		 Cash Flow Reconciliation

2017 2016
$ $

Reconciliation of net cost of services to net cash from
operating activities:

Net contribution by services 653,822 225,730
Revenue from Government 800,000         -                 

Adjustments for non-cash items
Depreciation/amortisation 824,360 750,104
Net write down of non-financial assets -                -                 
Loss on disposal of assets 52,367           11,909

Changes in assets and liabilities
Assets

(Increase)/Decrease in net receivables 316,673 (265,646)
(Increase)/Decrease in inventories (8,703) 122,617
(Increase)/Decrease in prepayments (other financial assets) 555,592 17,230

Liabilities
Increase/(Decrease) in employee provisions 98,326 (42,977)
Increase/(Decrease) in supplier payables
Increase/(Decrease) in other payables (322,114) 101,854

Net cash from operating activities 2,970,323 920,820

 
Note 10	 Managing Uncertainties
There are no quantifiable contingent liabilities as at 30 June 2017 (2016: Nil).

 
The leave liabilities are calculated on the basis of the employees’ remuneration at the 		
estimated salary rates that will be applied at the time the leave is taken, including the Army	
and Air Force Canteen Service’s employer superannuation contribution rates to the extent 	
that the leave is likely to be taken during service rather than paid out on termination.	

Liabilities are short term employee benefits’ (as defined in AASB 119 Employee Benefits) and 	
termination benefits expected within twelve months of the end of reporting period are		
measured at their nominal amounts.		

The nominal amount is calculated with regard to the rates expected to be paid on settle-
ment of the liability.		 		

Other long-term employee benefits are measured as net total of the present value of the 		
defined benefit obligation at the end of the reporting period.
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Note 11	 Key Management Personnel Remuneration

Note 11A: Key Management Personnel Remuneration 2017 2016
Expenses for the Reporting Period $ $

Short-term employee benefits
Salary 620,010 546,583
Annual leave 48,312 46,866
Performance bonuses 28,517           24,372            

Total short-term employee benefits 696,838 617,821

Post-employment benefits
Superannuation 58,846 61,478

Total post-employment benefits 58,846 61,478

Other long-term employee benefits
Long service leave 17,158           18,882            

Total other long-term benefits 17,158           18,882            

Total senior executive remuneration expenses 772,842 698,181
 

The total number of senior management personnel that are included in the  
above table are [4] (2016: [4])

Note 12	 Financial Instruments
2017 2016

Note 12A: Categories of Financial Instruments $ $

Financial Assets
Loans and receivables

Cash and cash equivalents 5,932,123 4,062,994
Trade and other receivables 194,050 516,046

Total loans and receivables 6,126,173 4,579,040

Total financial assets 6,126,173 4,579,040

Financial Liabilities
Financial liabilities measured at amortised cost

Trade creditors 2,232,459 1,132,695
Total financial liabilities measured at amortised cost 2,232,459 1,132,695

Total financial liabilities 2,232,459 1,132,695

 
Accounting Policy				  
Contingent liabilities and contingent assets are not recognised in the statement of financial	
position but are reported in the notes. They may arise from uncertainty as to the existence of 
a liability or asset or represent an asset or liability in respect of which the amount cannot be	
reliably measured.  Contingent assets are disclosed when settlement is probable but not vir-
tually certain and contingent liabilities are disclosed when settlement is greater than remote.	
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Note 12B:	 Fair Value of Financial Instruments

The carrying value is a reasonable approximation of fair value of the financial assets and 
liabilities.

Note 12C:	 Credit Risk

The Army and Air Force Canteen Service was exposed to minimal credit risk as loans and 
receivables were cash or trade receivables.  The maximum exposure to credit risk was the risk 
that arises from potential default of a debtor.  This amount was equal to the total amount of 
trade receivables in 2017: $194,050 (2016: $516,046).

Note 12D:	 Liquidity Risk

The Army and Air Force Canteen Service’s financial liabilities were payables.  The exposure 
to liquidity risk was based on the notion that the Army and Air Force Canteen Service will 
encounter difficulty in meeting its obligations associated with financial liabilities.  This was 
highly unlikely due to mechanisms available to the Army and Air Force Canteen Service (e.g. 
the Defence Agreement) and internal policies and procedures put in place to ensure there 
are appropriate resources to meet its financial obligations.

The Army and Air Force Canteen Service had only trade creditors as a financial liability.  All 
trade creditors mature within 1 year (2017: $2,232,459 and 2016: $1,132,695).

The Army and Air Force Canteen Service had no derivative financial liabilities in 2017 (2016: 
Nil).

Note 12E:	 Market Risk

The Army and Air Force Canteen Service held basic financial instruments that did not expose 
the Army and Air Force Canteen Service to certain market risks, such as ‘Currency risk’ and 
‘Other price risk’.

The only interest-bearing items on the statement of financial position were the ‘Cash 
deposits’.  All bear interest at a floating interest rate and will fluctuate due to changes in the 
market interest rate.
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Note 13	 Related Party Disclosures

Related party relationships:

AAFCANS is an Australian Government controlled entity.  Related parties to this entity are 
Directors, Key Management Personnel including Portfolio Minister and Executives, and other 
Australian Government entities.

Transactions with related parties:

Given the breadth of Government activities, related parties may transact with the 
government sector in the same capacity as ordinary citizens. Such transactions include the 
payment or refund of taxes, receipt of Medicare rebate or higher education loans.  These 
transactions have not been separately disclosed in this note.

The following transactions with related parties occurred during the financial year:

•	 AAFCANS received consulting services from Bentleys Pty Ltd for an amount of $40,990 
at which time Leonie Taylor was both a Director of the entity and a partner in the firm. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



AAFCANS Annual Report – 2017	 Page  55 of 67

APPENDIX 1: ANNUAL REPORT ON THE MONITORING OF THE 
EEO MANAGEMENT PLAN

Overview

AAFCANS domestic retail operations include convenience stores, cafes, petrol stations, 
mobile food vans and the provision of “Class 6” products to major military exercises. A 
number of licenced traders provide additional retail and non-core services e.g. fast food 
shops, hairdressers, mechanics, barbers, banks and postal services, utilising their own 
employees.

AAFCANS remains geographically dispersed with small staff numbers at each individual site.  
Casual and part time employees account for 76% (71% - 2016) of all staff. A profile of staff 
in terms of target group member classification appears as Table 6, highlighting that women 
constitute:

a)	 86% (2016 82%) of all staff
b)	 76% (2016 87%) of manager level staff
c)	 50% (2016 44%) of executive level staff

The organisation’s employment profile consists of predominantly casual staff and is subject 
to significant fluctuation on a local basis. During 2016-17 spouses or dependants of Defence 
personnel filled 10% (12% - 2016) of all positions, in large part due to the on-base location of 
our stores.

Table 5 provides a profile of staffing by category and classification.  Total staff numbers 
increased to 259 as at 30 June 2017 (258 – 2016).  The Full Time Equivalent (FTE) statistic 
increased to 237 compared to 178 at 30 June 2016.

The general staffing profile reflects trading patterns that can significantly fluctuate in line with 
Australian Defence Force training, exercises and operations activity and the narrowly defined 
customer base to which AAFCANS has direct access. In particular, outlets at bases where 
troops are drawn for operational deployment overseas experience significant fluctuations in 
trade, profitability and casual staff numbers. 

General Management of the EEO Plan

The success of continuing to achieve the objectives of the EEO management plan is 
dependent upon:

a)	 Management commitment
b)	 The allocation of responsibility and resources for implementation
c)	 The awareness, participation and training of staff
d)	 Effective monitoring and evaluation.
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AAFCANS continues to:
a)	 Ensure all staff are aware of senior management’s commitment to the EEO program
b)	 Allocate adequate resources to the development and management of the EEO plan
c)	 Encourage and promote non-discrimination policies e.g. reissues of the code of 

conduct to all employees (attached to each contract of employment)
d)	 Develop our policy and procedures manual, and train staff on those policies which 

includes a policy addressing human rights and equal opportunity 
e)	 Promote skill and potential-based recruitment and selection process.  This is achieved 

by providing specific training support to all managers, appropriate policies on 
recruitment, selection, termination, performance appraisal, secondment and 
training, and guidelines to assist development of selection and interview criteria.

People engaged in providing Retail Services as at 30 June 2017

Total number of staff employed at 30 June 2017 was 259 (2016 – 258) equating to 237  
(2016 – 178) full time equivalent (FTE) staff employed throughout the period.

Category FTE
(average) Total Male Female

2017 (2016) 2017 (2016) 2017 (2016) 2017 (2016)

Full time 81 (92) 61 (75) 15 (16) 50 (59)

Part time 13 (15) 15 (15) 0 (0) 13 (15)

Casual 143 (71) 183 (168) 21 (28) 160 (140)

Total 237 (178) 259 (258) 36 (44) 223 (167)

Table 6: Staff as at 30 June 2017 (2016)

Target Group Members (TGMs) are well represented in all employment categories, including 
at the executive/professional levels.  There is one nominated TGM on the governing Board 
(33% representation).

During 2016-17 employees who identified as Indigenous personnel filled 0% of all positions 
(2016 – 1.2%). In response to the Forrest Review, AAFCANS aims to increase Indigenous 
representation to 2.5% by 2018. 
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All Staff No Employment 
Classification

All TGM as a 
% of all Staff

Women as a % 
of all staff

All Women No. Indigenous 
Australians as a % 

of all staff

All Indigenous 
Australian No.

2017 (2016) 2017 (2016) 2017 (2016) 2017 (2016) 2017 (2016) 2017 (2016)

207 (184) Sales Assistants
Salary: $23,811-$50,000

87 (87) 87 (87) 180 (160) 0 (1.1) 0 (2)

21 (30) Managers
Salary: $43,825-$81,000

76 (87) 76 (87) 16 (26) 0 (0) 0 (0)

12 (14) Clerical
Salary: $44,436-$65,000

92 (71) 92 (71) 11 (10) 0 (0) 0 (0)

10 (9) Executive
Salary: $85,000-$236,752

50 (44) 50 (44) 5 (4) 0 (0) 0 (0)

9 (21) Other
Salary: $39,686-$45,000

78 (57) 78 (57) 7 (12) 0 (4.8) 0 (1)

259 (258) TOTAL 84 (82) 84 (82) 219 (212) 0 (1.2) 0 (3)

Table 7: Target Group Members by Classification as at 30 June 2017 (2016)
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Recruitment and Selection

For consistency and regard for EEO and other staff policy, all terminations are only initiated 
and managed by senior management.  A grievance process is well established and is 
accessible to all staff.  

The recruitment and selection policy has been developed within a framework of merit-based 
fair and equitable staff selection.  This policy:

a)	 Covers ethics in recruitment as they relate to internal use and ensure all external 
recruitment consultants also maintain our standards

b)	 Continues to apply EEO principles of assisting and developing existing staff to 
enhance their ability to compete for available positions

c)	 Details standard recruitment tools for use by managers
d)	 Incorporates a formal feedback mechanism for internal applicants, and to external 

applicants 
e)	 Incorporates a detailed induction process.

In evaluating prospective staff, emphasis is placed on the inherent requirements of the 
job skills and potential rather than detailed local knowledge and experience.  If a person 
with a disability can perform the inherent requirements of the job with some alteration or 
adjustments these adjustments are made unless this imposes unjustifiable hardship.  

TGMs are made aware of their rights, entitlements and conditions of employment by our base 
managers as well as through the provision of policy and procedure manuals and delivery 
of a standard induction program. A plain English summary of the terms and conditions of 
employment is provided in the general induction module.

There have been no requests for EEO material to be prepared in languages other than English 
or requests for interpreters to be made available for any reason. 

Training and Staff Development

Management strives to deliver appropriate staff training and development opportunities 
through both internal and external training programs.

AAFCANS provides formal training covering areas such as WHS, food safety, customer 
service, merchandising, leadership and computer skills.  The training and development plan 
is reviewed each year to ensure the matching of current staff skills against the organisational 
competency framework and to develop targeted training programs to meet those 
competency shortfalls.  This system has been in place since October 2008.
Training programs were implemented in 2015-16 aimed at increasing fraud awareness, and 
knowledge of competition and consumer protection laws.  A Literacy and Language Pre-
Training Assessment Tool was introduced to evaluate skills in learning, reading and writing, 
ensuring employees have the minimum skills required to complete online training.

All training modules are reviewed every two years to ensure content is current and each 
module has been revised to provide ease of access for employees who have literacy 
difficulties.
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EEO MANAGEMENT PLAN
A Managers Conference was held in March 2017.  This saw all Base Managers and senior 
leaders complete three days of leadership development and WHS training with internal and 
external trainers.  

Conditions of Employment

AAFCANS employs staff under appropriate terms and conditions subject to direction from the 
Fair Work Commission and the Minister for Employment.

AAFCANS is respondent to three awards.  If an employee is not of a classification covered 
by these awards, or does not have a specific matter dealt with by an individual contract of 
employment, management applies the terms and conditions of employment as exists for 
other AAFCANS employees.

Details of the staff profile in classification and salary terms appear at Table 6 and 7.

The code of conduct was approved by the Board and Executive of AAFCANS in 2013 
and is reviewed annually since that time. The code of conduct defines and standardises 
expectations for all staff at AAFCANS.  It guides the behaviour of all employees in terms of 
individual representation, relations with customers, and relations with fellow employees.  This 
document sets the framework for AAFCANS’ culture.

A company policy and procedures manual is maintained that consolidates the major terms 
and conditions of employment.  This was last revised in June 2017.  Updates are posted to the 
AAFCANS intranet and distributed both in hard copy and via the weekly bulletin throughout 
the year as procedures are improved and new policies are implemented.  Significant 
changes are also advised and explained during management telephone conferences and 
at outlet staff meetings.

AAFCANS ensures employees are not subjected to any form of discrimination or harassment 
in the workplace by:

a)	 Distributing and displaying material aimed at raising awareness of the nature and 
incidence of discrimination or sexual and racial harassment

b)	 Ensuring the working environment is free of material which may be offensive to TGMs 
and other employees

c)	 Continuing to maintain a register of grievances (no issues were reported to Fair Work 
Australia in the year under review)

d)	 Reiterating EEO principles in management training programs and in designated work 
group meetings, i.e. at the local trading outlet level

e)	 Incorporating EEO awareness in the formal induction program for all new staff
f)	 Incorporating a detailed harassment and bullying policy and whistleblowers policy 

in the company policy and procedures manual which operate in tandem with the 
EEO policy to ensure that staff have numerous reporting avenues for inappropriate 
conduct.

Personnel policies, procedures and related correspondence have been reviewed and are 
free of any gender, cultural or racial bias.

As at 30 June 2017, 59 (2016 – 66) staff members were employed on individual employment 
contracts, including all full and part-time salaried staff.
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APPENDIX 2: ANNUAL REPORT OF WHS ARRANGEMENTS
AND STATISTICS
This report is provided pursuant to Schedule 2, Part 4 of the Work Health and Safety Act 2011 
and covers the period from 1 July 2016 to 30 June 2017.

Overview

The Army and Air Force Canteen Service maintains:
a)	 A national safety committee
b)	 Safety representatives for all designated work groups
c)	 Documented health and safety management arrangements
d)	 An extensive range of WHS policies
e)	 A WHS audit and reporting system, including both internal audits and third party 

external audits

There were no investigations conducted by Comcare for the year ending June 2017 and no 
notices were issued. 

Occupational Health and Safety

 
Food Safety

AAFCANS contracts a professional organisation to conduct internal food safety and premises 
audits on the AAFCANS controlled facilities throughout Australia.  The results from these audits 
are addressed in conjunction with the Defence Estate and Infrastructure Group to ensure that 
all AAFCANS premises comply with the relevant legislation and continue to provide a safe 
and healthy environment for staff and customers alike.

AAFCANS’s web based food safety induction training was updated to align with revised food 
safety policies and procedures.  This web based food safety training program ensures that all 
employees receive the required training in food safety and ensures they attain the required 
skills and knowledge in order to maintain safe food practices in the work place.

The provision of good quality, safe food continues to be a priority with AAFCANS.

Work Health and Safety

Our processes to ensure compliance with WHS and food safety program requirements 
continue to improve.  Health and safety management arrangements were reviewed and the 
Work Health & Safety Management Plan (WHSMP) issued to all staff in May 2017.  Updates 
were distributed throughout the year via the AAFCANS intranet, in hard copy and through the 
weekly bulletin and reinforced in team and base management meetings.  The WHSMP will be 
fully reviewed again in 2018.  
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Each outlet is audited at least annually with those issues identified reported to either the 
Estate and Infrastructure Group or AAFCANS management for resolution. 

The agency’s policy statement was reviewed and updated in August 2016 and approved 
by the Managing Director.  The policy will be reviewed again in late 2017 to meet legislative 
requirements.

There were no dangerous occurrences in the reporting period. 

Whilst the process of outlet audits is continuous with improvements occurring with regard 
to local practice, the issues in relation to major facilities works remain the responsibility of 
Defence.

2017 2016 2015 20145 20135

Employees at period end 259 258 259 259 254

Average Number of FTE 
Employees throughout the 
period

237 178 172 170 162

Hours of Labour (‘000’s) 298 290 3511 3371 275

All injuries (year of review) 59 58 56 34 65

Lost time Injuries 6 6 17 11 29

Hours Lost (year of review) 311 331 287 243 275

Frequency Rate 2 20.13 40.9 48.2 38.8 105.3

Severity Rate 3 0.0001 0.1503 0.0001 0.0001 0.001

Absenteeism (% Wages) 4 2.34% 1.68% 1.24% 1.76% 1.66%

Table 8: Work Health & Safety Performance for year ended 30 June
Note 1	 Inclusive of annual leave, long service leave and sick leave hours taken
Note 2	 Frequency Rate: Number of lost time injuries per thousand hours worked
Note 3	 Severity Rate: Number of lost days per thousand hours worked
Note 4	 Absenteeism for sick leave, not being workers compensation, permanent payroll only – excludes 

casual wages paid.  Prior years have not been restated.  
2012 includes one employee on long term paid sick leave

Note 5	 Changed reporting requirements increased reported incidents

During the 12 months from July 2016 to June 2017 three new claims were submitted to 
Comcare, including a claim for injury relating to the 2014/15 reporting period.  One claim was 
rejected by Comcare.  Time lost due to workplace injuries totaled 311 hours.

The number of injuries reported in the financial year increased to 59, with the severity rate for 
incidents decreasing to 0.0001.

With only two new claims in 2016, Comcare has increased the annual premium for workers’ 
compensation in the 2017 financial year.  AAFCANS continues to manage existing long term 
claims, and resolves minor claims through early intervention outside the Comcare system.
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Workers Compensation

Insurance cover for workers compensation is maintained as follows:
a)	 Claims established prior to 1 July 1989 are determined under the Commonwealth 

Employees Rehabilitation and Compensation Act 1988; however payments as 
directed by Comcare are the responsibility of the Army and Air Force Canteen 
Service.

b)	 Claims established from 1 July 1989 are managed, by government direction, in 
conjunction with Comcare under the provisions of the Safety, Rehabilitation and 
Compensation Act 1988.

There were no new claims in 2015-16 and two new claims in 2016-17.  These claims resulted 
from a digit being trapped between stationary and moving objects and muscle stress while 
handling objects.  AAFCANS has experienced an increase in the reporting of injuries and 
will continue to monitor the workplace through inspection reports and hazard identification 
forms to keep the number of incidents in the workplace to an absolute minimum, striving for a 
reduction of injuries.

Absenteeism for sick leave, not being for workers compensation, was at a rate of 2.34% of 
non‑casual wages for the period (2015-16 – 1.68%).  

Future focus will be on increasing the skills and abilities of staff at all levels to assist in the 
identification and notification of hazards in the workplace.  AAFCANS will continue to 
communicate with staff regularly, ensuring safety remains a clear priority throughout the 
working day.  AAFCANS also aims to build on current levels of compliance and strive toward 
best practice in WHS.

The cost to date of all claims with an injury date in this period is $5,573 compared to $9,408 in 
2015-16 (adjusted for backdated claim).
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APPENDIX 3: LOCATION OF OUTLETS AND LICENCED TRADERS

Directly Operated AAFCANS Outlet Locations

Chart 2: Visual Representation of Outlet Locations

Queensland
• RAAF Townsville 
• Lavarack Barracks
• RAAF Amberley
• Gallipoli Barracks, Enoggera
• Oakey Aviation Centre
• Kokoda Barracks, Canungra

Northern Territory
• RAAF Darwin
• Robertson Barracks
• RAAF Tindal

New South Wales
• RAAF Williamtown
• RAAF Richmond
• RAAF Wagga Wagga
• Holsworthy Barracks
• Joint Logistics Unit East
• SOI Lone Pine Barracks,  
   Singleton
• ARTC Kapooka
• Victoria Barracks 

ACT
• ADFA

Victoria
• Gaza Ridge Barracks, Bandiana
• Latchford Barracks
• RAAF Laverton
• RAAF Point Cook
• Victoria Barracks (Melb)
• Simpson Barracks
• Puckapunyal MA
• RAAF East Sale

South Australia
• RAAF Edinburgh
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Licenced Traded Services by Location

Outlet Name Barracks/Base

Mechanical Workshop Royal Military College, Legge Road, Duntroon, ACT

Café Royal Military College, Fraser Road, Duntroon, ACT

Barber &/ Hairdresser Royal Military College, Fraser Road, Duntroon, ACT

Banking Services Royal Military College, Fraser Road, Duntroon, ACT

Mechanical Workshop RAAF Base Richmond,  NSW

Banking Services RAAF Base Richmond,  NSW

Barber &/ Hairdresser RAAF Base Richmond,  NSW

Banking Services RAAF Base Williamtown, NSW

Barber &/ Hairdresser RAAF Base Williamtown, NSW

Clothing (military/adventure wear) RAAF Base Williamtown, NSW

Dry cleaning RAAF Base Williamtown, NSW

Banking Services Lone Pine Barracks, Singleton, NSW

Barber &/ Hairdresser Lone Pine Barracks, Singleton, NSW

Clothing (military/adventure wear) Holsworthy Barracks, Holsworthy, NSW

Banking Services Holsworthy Barracks, Holsworthy, NSW

Barber &/ Hairdresser Holsworthy Barracks, Holsworthy, NSW

Banking Services RAAF Base Wagga Wagga, NSW

Barber &/ Hairdresser RAAF Base Wagga Wagga, NSW

Photographer ARTC, Blamey Barracks, Kapooka, NSW

Barber &/ Hairdresser ARTC, Blamey Barracks, Kapooka, NSW

Clothing (military/adventure wear) Robertson Barracks, Palmerston, NT

Banking Services Robertson Barracks, Palmerston, NT

Barber &/ Hairdresser Robertson Barracks, Palmerston, NT

Barber &/ Hairdresser LWC, Kokoda Barracks, Canungra, QLD

Banking Services Gallipoli Barracks, Enoggera, QLD

Barber &/ Hairdresser Gallipoli Barracks, Enoggera, QLD

Mechanical Workshop RAAF Base Amberley, QLD

Banking Services RAAF Base Amberley, QLD

Barber &/ Hairdresser RAAF Base Amberley, QLD
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Outlet Name Barracks/Base

Clothing (military/adventure wear) Lavarack Barracks, Townsville, QLD

Publisher Lavarack Barracks, Townsville, QLD

Barber &/ Hairdresser Lavarack Barracks, Townsville, QLD

Café Woodside Barracks, Woodside, SA

Barber &/ Hairdresser Keswick Barracks, Adelaide, SA

Barber &/ Hairdresser RAAF Base Edinburgh, SA

Banking Services Latchford Barracks, Bonegilla, VIC

Barber &/ Hairdresser Latchford Barracks, Bonegilla, VIC

Banking Services Simpson Barracks, Macleod, VIC

Hairdresser Simpson Barracks, Macleod, VIC

Post Office PMA, Puckapunyal, VIC

Fish and Chip Take-away PMA, Puckapunyal, VIC

Pizza Parlour PMA, Puckapunyal, VIC

Chinese Food Take-away PMA, Puckapunyal, VIC

Clothing (military/adventure wear) PMA, Puckapunyal, VIC

Banking Services PMA, Puckapunyal, VIC

Barber &/ Hairdresser PMA, Puckapunyal, VIC

Barber &/ Hairdresser Victoria Barracks, Melbourne, VIC

Post Office RAAF Base East Sale, East Sale, VIC

Barber &/ Hairdresser RAAF Base East Sale, East Sale, VIC

Café RAAF Base Pearce, Bullsbrook, WA
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APPENDIX 4: TERMS AND ABBREVIATIONS
Term / Acronym Description / Definition

AAFCANS Army and Air Force Canteen Service

ADF Australian Defence Force

ANAO Australian National Audit Office

app Application – software program downloaded to mobile phone

Board Army and Air Force Canteen Service Board of Management

CAC Act Commonwealth Authorities and Companies Act 1997

Direct Operations Cafes & other retail facilities directly operated and staffed by 
AAFCANS

EEO Equal Employment Opportunity

EPOS Electronic Point of Sale

FOI Freedom of Information
Frontline/Frontline 
Defence Services/ FDS

Previous trading name for the Army and Air Force Canteen 
Service

FTE Full Time Equivalent

FY Financial year

GST Goods and Services Tax

HACCP Hazard Analysis and Critical Control Points

ARTC Kapooka Army Recruit Training Centre

MFV Mobile Food Vans

NSW New South Wales

PGPA Act Public Governance, Performance and Accountability Act 2013

PPE Property, plant and equipment

RAAF Royal Australian Air Force

SFS RAAF Amberley Security and Fire School

TGM Target Group Member

WHS Work Health and Safety

WHSMP Work Health and Safety Management Plan
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