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INDEPENDENT AUDITOR’S REPORT
To the Minister for Finance

I have audited the accompanying Consolidated Financial Statements for the year ended
30 June 2016, which include the Australian Government (Whole of Government) and the
General Government Sector Financial Reports.

The Consolidated Financial Statements comprise the:

Statement of compliance;

e Australian Government operating statement and Australian Government operating
statement by sector — including General Government Sector Financial Report;

e Australian Government balance sheet and Australian Government balance sheet by sector
— including General Government Sector Financial Report;

e Australian Government cash flow statement and Australian Government cash flow
statement by sector — including General Government Sector Financial Report;

e Australian Government statement of changes in equity (net worth) and General
Government Sector statement of changes in equity; and

e Notes to the financial statements comprising a Summary of Significant Accounting
Policies and other explanatory information.

Opinion

In my opinion, the Australian Government (Whole of Government) and the General
Government Sector Financial Reports, as included in the Consolidated Financial Statements:

(a) comply with Australian Accounting Standards; and

(b) present fairly the financial position of the Australian Government and General
Governament Sector as at 30 June 2016 and their financial performance and cash
flows for the year then ended.

Minister’s Responsibility for the Financial Statements

The Minister for Finance is responsible under section 48 of the Public Governance,
Performance and Accountability Act 2013 for the preparation and fair presentation of
Consolidated Financial Statements of the Australian Government that comply with Australian
Accounting Standards and is also responsible for such internal control as the Minister for
Finance determines is necessary to enable the preparation and fair presentation of
Consolidated Financial Statements that are free from material misstatement, whether due to
fraud or error.
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My responsibility is to express an opinion on the Consolidated Financial Statements based on
my audit. I have conducted my audit in accordance with the Australian National Audit Office
Auditing Standards, which incorporate the Australian Auditing Standards. These auditing
standards require that I comply with relevant ethical requirements relating to audit
engagements and plan and perform the audit to obtain reasonable assurance about whether
the Consolidated Financial Statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the Consolidated Financial Statements. The procedures selected depend on the
auditor’s judgement, including the assessment of the risks of material misstatement of the
Consolidated Financial Statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the preparation and fair
presentation of the Consolidated Financial Statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of internal control relevant to the preparation and fair presentation of the
Consldiated Financial Statements. An audit also includes evaluating the appropriateness of
the accounting policies used and the reasonableness of accounting estimates made by the
Minister of Finance as well as evaluating the overall presentation of the Consolidated
Financial Statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Independence

In conducting my audit, I have followed the independence requirements of the Australian
National Audit Office, which incorporate the requirements of the Australian accounting
profession.

Australian National Audit Office

S —

Grant Hehir
Auditor-General

Canberra
28 November 2016
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The annual Consolidated Financial Statements of the Australian Government are
required by section 48 of the Public Governance, Performance and Accountability Act 2013.

In my opinion, the attached annual Consolidated Financial Statements of the
Australian Government, which includes the whole of government and general
government sector financial statements:

(@) comply with Australian Accounting Standards; and

(b) present fairlypthe Australian Government’s financial position as at 30 June 2016
anghits finangfal performance and cash flows for the year then ended.

Senator the Hon Mathias Cormann
Minister for Finance

a November 2016




Australian Government operating statement
for the year ended 30 June 2016
[image: image4.emf]2016 2015

Note $m $m

Revenue from transactions

Taxation revenue 3A 368,942 355,436

Sales of goods and services 3B 17,139 16,082

Interest income 3C 4,279 4,499

Dividend income 3C 2,863 3,927

Other 3D 9,299 7,525

Total revenue 402,522 387,469

Expenses from transactions

Gross operating expenses

Wages and salaries 4A 22,730 22,282

Superannuation 4A 8,396 7,324

Depreciation and amortisation 4B 9,773 8,131

Supply of goods and services(b) 4C 89,127 82,653

Other operating expenses 4A 7,380 6,838

Total gross operating expenses 137,406 127,228

Superannuation interest expense 4A 9,106 8,999

Interest expense 4D 17,197 16,816

Current transfers

Current grants 4E 126,064 124,567

Subsidy expenses(a) 11,901 12,454

Personal benefits(b) 131,574 129,736

Total current transfers 269,539 266,757

Capital transfers

Mutually agreed write-downs 4E 1,193 1,473

Other capital grants 4E 7,589 7,398

Total capital transfers 8,782 8,871

Total expenses 4F 442,030 428,671

Net operating balance (39,508) (41,202)

Other economic flows - included in Operating Result

Net write-downs of assets (including bad and doubtful debts) 5A (8,806) (5,576)

Assets recognised for the first time 283 230

Net gain/(loss) from the sale of assets 5B 6,081 13,433

Net foreign exchange gains/(losses) 5C 2,247 3,808

Net swap interest gains/(losses) 5D (476) (935)

Other gains/(losses) 5E (20,861) 717

Amortisation of non-produced assets (85) (121)

Net result from associates and joint ventures 15 27

Operating result from continuing operations (61,110) (29,619)

Discontinued operation 2 - 149

Operating result (61,110) (29,470)

Other economic flows - Other non-owner movements in equity

Items that will not be reclassified to operating result

Revaluation of non-financial assets 9 2,949 10,866

Actuarial revaluations of superannuation (57,417) (17,720)

Other economic revaluations 243 224

Items that may be reclassified subsequently to operating result

Revaluation of equity investments 9 640 383

Comprehensive result - Total change in net worth (114,695) (35,717)


(a)
Includes a reclassification of $111 million from suppliers to subsidies in 2014-15 in relation to employment programs.
(b)
Payments of direct or indirect personal benefits have been reviewed against the principles contained in the ABS GFS Manual, which has resulted in reclassifications between Current transfers – Personal benefits and Supply of goods and services in 2014-15 of $559 million.
Australian Government operating statement (continued)

for the year ended 30 June 2016
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Note $m $m

Net operating balance (39,508) (41,202)

less Net acquisition of non-financial assets

Purchases of non-financial assets 17,560 15,623

less Sales of non-financial assets 536 2,497

less Depreciation and amortisation 9,773 8,131

plus Change in inventories 646 588

plus Other movements in non-financial assets  (94) 22

Total net acquisition of non-financial assets 7,803 5,605

Fiscal balance (Net lending/borrowing) (47,311) (46,807)


The above statement should be read in conjunction with the accompanying notes.
Australian Government balance sheet
as at 30 June 2016
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Note $m $m

Assets

Financial assets

Cash and deposits 10B 5,712 4,822

Advances paid 7A 48,194 41,769

Other receivables and accrued revenue 7A 43,232 40,778

Investments, loans and placements 7B 286,787 252,356

Equity investments 7C 42,912 46,194

Total financial assets 426,837 385,919

Non-financial assets

Land  7D 11,738 10,953

Buildings 7D 27,779 27,877

Specialist military equipment 7D 56,217 51,889

Other plant, equipment and infrastructure 7D 36,385 31,307

Intangibles 7D 9,831 8,678

Investment property 7D 377 387

Inventories 7E 8,711 8,531

Heritage and cultural assets 7D 11,462 11,332

Other non-financial assets 7F 4,865 5,062

Total non-financial assets 167,365 156,016

Total assets 7G 594,202 541,935

Liabilities

Interest bearing liabilities

Deposits held 8A 30,740 25,124

Government securities 8B 480,757 404,044

Loans 8C 14,661 9,707

Other borrowings 8D 6,029 5,336

Other interest bearing liabilities 8E 15,051 11,177

Total interest bearing liabilities 547,238 455,388

Provisions and payables

Superannuation liability 8F 314,958 248,540

Other employee liabilities  8F 21,558 20,091

Suppliers payable 8G 6,330 5,558

Personal benefits payable 8G 3,820 4,722

Subsidies payable 8G 539 444

Grants payable 8G 2,659 3,239

Australian currency on issue 8G 70,209 65,481

Other payables 8G 5,174 4,780

Other provisions 8G 35,743 33,508

Total provisions and payables 460,990 386,363

Total liabilities 1,008,228 841,751

Net worth

Accumulated results (483,947) (368,230)

Reserves 69,921 68,414

Net worth (414,026) (299,816)

Current liabilities 103,411 114,379

Non-current liabilities 904,817 727,372

Total liabilities by maturity 1,008,228 841,751

Current assets 358,271 328,916

Non-current assets 235,931 213,019

Total assets by maturity 594,202 541,935


The above statement should be read in conjunction with the accompanying notes.
Australian Government cash flow statement
for the year ended 30 June 2016
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Note $m $m

OPERATING ACTIVITIES

Operating cash received

Taxes received 361,964 353,396

Receipts from sales of goods and services 18,073 16,694

Interest receipts 4,377 4,459

Dividend receipts 2,890 3,756

Other receipts 8,393 7,534

Total cash received 395,697 385,839

Operating cash used

Payments for employees (31,610) (29,504)

Payments for goods and services (90,823) (84,730)

Grants and subsidies paid (145,777) (144,554)

Interest paid (15,172) (14,377)

Personal benefits (133,822) (131,067)

Other payments (6,334) (6,467)

Total cash used (423,538) (410,699)

Net cash from discontinued operating activities 2 - (7)

Net cash flows from operating activities 10A (27,841) (24,867)

INVESTING ACTIVITIES

Investments in non-financial assets

Sales of non-financial assets 466 2,380

Purchases of non-financial assets (16,208) (15,114)

Net cash flows from investments in non-financial assets (15,742) (12,734)

Investments in financial assets for policy purposes (5,694) (5,190)

Investments in financial assets for liquidity purposes (18,056) (10,908)

Net cash from discontinued investing activities 2 - 91

Net cash from investing activities (39,492) (28,741)

FINANCING ACTIVITIES

Financing cash received

Cash received

Borrowings 61,404 57,597

Other financing 6,822 2,693

Total cash received 68,226 60,290

Financing cash used

Other financing (3) (6,374)

Total cash used (3) (6,374)

Net cash flows from financing activities 68,223 53,916

Net (decrease)/increase in cash held 890 308

Cash at beginning of year 4,822 4,514

Cash at end of year 10B 5,712 4,822

Key fiscal aggregate

Net cash flows from operating activities  (27,841) (24,867)

Net cash flows from investments in non-financial assets (15,742) (12,734)

Cash surplus/(deficit) (43,583) (37,601)

Finance leases and similar arrangements (693) (481)

GFS cash surplus/(deficit) (44,276) (38,082)


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

Australian Government statement of changes in equity (net worth)
for the year ended 30 June 2016
[image: image8.emf]Australian Government

Foreign 

Asset  currency  Total

Accumulated revaluation translationInvestments Statutory Other  Total Net

Item  results  reserve(a) reserve(b) reserve(c) funds(d)   reserves Worth

$m $m $m $m $m $m $m $m

Adjusted opening balance as at 1 July 2014 (320,210) 35,714 (322) 11,123 5,554 4,042 56,111 (264,099)

Comprehensive result - Total change in 

net worth (47,153) 11,199 219 9 - 9 11,436 (35,717)

Transfers to/(from)/between reserves (867) (47) (2) (4,308) 1,570 3,654 867 -

Net worth as at 30 June 2015 (368,230) 46,866 (105) 6,824 7,124 7,705 68,414 (299,816)

Non-material changes in accounting policy and errors 979 (399) - 99 - (194) (494) 485

Adjusted opening balance as at 1 July 2015 (367,251) 46,467 (105) 6,923 7,124 7,511 67,920 (299,331)

Comprehensive result - Total change in 

net worth (117,079) 3,536 160 (1,304) - (8) 2,384 (114,695)

Transfers to/(from)/between reserves 383 19 - - 1,390 (1,792) (383) -

Net worth as at 30 June 2016 (483,947) 50,022 55 5,619 8,514 5,711 69,921 (414,026)

Reserves


(a) The asset revaluation reserve includes net revaluation increments and decrements arising from the revaluation of property, plant and equipment.

(b) The foreign currency translation reserve records foreign currency differences arising from the translation of self‑sustaining foreign operations.

(c) The investments reserve records the Australian Government’s interest in portfolio authorities and companies.

(d) Statutory funds comprise amounts set aside out of operating surpluses under a specific Act or Statute.

(e) Other reserves include amounts set aside out of operating surpluses for purposes other than those detailed above, including general reserves.
The above statement should be read in conjunction with the accompanying notes.
