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INDEPENDENT AUDITOR’S REPORT
To the Minister for Finance

Opinion

In my opinion, the Consolidated Financial Statements including the Australian Government (Whole of
Government) and the General Government Sector Financial Reports for the year ended 30 June 2017

() comply with Australian Accounting Standards; and

(b) present fairly the financial position of the Australian Government (Whole of Government) and General
Government Sector as at 30 June 2017 and their financial performance and cash flows for the year then
ended.

The Consolidated Financial Statements, which I have audited, comprise the following statements as at
30 June 2017 and for the year then ended:

«  Statement of Compliance;

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

«  Australian Government balance sheet and Australian Government balance sheet by sector ~ including
General Government Sector Financial Report;

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

o Statement of changes in equity (net worth) and General Government Sector Statement of changes in equity;
and

« Notes to the financial statements comprising a summary of significant accounting policies and other
explanatory information.

Basis for Opinion

1 conducted my audit in accordance with the Australian National Audit Office Auditing Standards, which
incorporate the Australian Auditing Standards. My responsibilities under those standards are further describe

the Auditors Responsibilities for the Audit of the Financial Statements section of my report. I am independent in
accordance with the relevant ethical requirements for financial statement audits. These include the relevant
independence requirements of the Accounting Professional and Ethical Standards Board's APES 110 Code of
Ethics for Professional Accountants to the extent that they are not in conflict with the Auditor-General Act 1997
(the Code). I have also fulfilled my other responsibilities in accordance with the Code. I believe that the audit
evidence I have obtained is sufficient and appropriate to provide a basis for my opinion.

Other Information

The Minister for Finance is responsible for the other information. The other information comprises the
information included in the Preface and the Commentary on the Financial Statements for the year ended
30 June 2017 but does not include in the Consolidated Financial Statements and my auditor’s report thereon.

My opinion on the Consolidated Financial Statements does not cover the other information and accordingly I do
not express any form of assurance conclusion thereon.

In connection with my audit of the financial statements, my responsibility is to read the other information
identified above and, in doing so, consider whether the other information is materially inconsistent with the
financial statements or my knowledge obtained in the audit, or otherwise appears to be materially misstated.

If, based on the work I have performed, I conclude that there is a material misstatement of this other information,
Iam required to report that fact. I have nothing to report in this regard.
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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 the rules made under that Act.
‘The Minister for Finance 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.

In preparing the financial statements, the Minister for Finance is responsible for assessing the going concern
basis for the preparation of the Consolidated Financial Statements. The Minister for Finance is also responsible
for disclosing matters related to going concern as applicable and using the going concern basis of accounting
unless the assessment indicates that it is not appropriate.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objective is to obtain reasonable assurance about whether the financial statements as a whole are free from
‘material misstatement, whether due to fraud or error, and 1o issue an auditor’s report that includes my opinion.
Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in accordance
with the Australian National Audit Office Auditing Standards will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the basis of
the financial statements.

As part of an audit in accordance with the Australian National Audit Office Auditing Standards, I exercise
professional judgement and maintain professional scepticism throughout the audit. I also:

o identify and assess the risks of material misstatement of the Consolidated Financial Statements, whether due
to fraud or error, design and perform audit procedures responsive to those risks, and obtain audit evidence
that is sufficient and appropriate to provide a basis for my opinion. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control;

« obtain an understanding of internal control relevant to the audit 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 the
intemal control relevant to the preparation and fair presentation of the Consolidated Financial Statements;

« evaluate the appropriateness of accounting policies used and the reasonableness of accounting estimates and
related disclosures made by the Minister for Finance;

« conclude on the appropriateness of the Minister for Finance’s use of the going concern basis of accounting
and, based on the audit evidence obtained, whether & material uncertainty exists related to events or
conditions that may cast significant doubt on the going concern basis. If I conclude that a material uncertainty
exists, I am required to draw attention in my auditor’s report to the related disclosures in the financial
statements or, if such disclosures are inadequate, to modify my opinion. My conclusions are based on the
audit evidence obtained up to the date of my audior’s report;

« evaluate the overall presentation, structure and content of the Consolidated Financial Statements, including
the disclosures, and whether the financial statements represent the underlying transactions and events in a
manner that achieves fair presentation; and

« obtain sufficient appropriate audit evidence regarding the financial information or business activities to
express an opinion on the Consolidated Financial Statements. I am responsible for the direction, supervision
and performance of the Consolidated Financial Statements audit. T remain solely responsible for my audit
opinion

I communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and significant audit findings, including any significant deficiencies in internal control that I
identify during my audit.

Australian National Audit Office

(/é//&("

Grant Hehir
Auditor-General

Canberra
27 November 2017
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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

(®) present fairly the Australian Government's financial position as at 30 June 2017
and its financjal performance and cash flows for the year then ended.

Senator the Hon Mathias Cormann
Minister for Finance

2'7 November 2017




Australian Government operating statement
for the year ended 30 June 2017
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Note $m $m

Revenue from transactions

Taxation revenue 2A 388,568 369,603

Sales of goods and services 2B 18,404 16,609

Interest income 2C 4,145 4,279

Dividend income 2C 3,556 2,863

Other 2D 10,795 9,430

Total revenue 425,468 402,784

Expenses from transactions

Gross operating expenses

Wages and salaries 3A 23,322 22,730

Superannuation 3A 10,431 8,396

Depreciation and amortisation 3B 10,456 9,773

Supply of goods and services 3C 99,060 89,852

Other operating expenses 3A 6,718 7,380

Total gross operating expenses 149,987 138,131

Superannuation interest expense 3A 8,445 9,106

Interest expense 3D 17,652 17,197

Current transfers

Current grants 3E 134,313 125,339

Subsidy expenses 10,853 11,901

Personal benefits 129,596 131,574

Total current transfers 274,762 268,814

Capital transfers

Mutually agreed write-downs 3E 1,203 1,193

Other capital grants 3E 10,028 7,589

Total capital transfers 11,231 8,782

Total expenses 3F 462,077 442,030

Net operating balance (36,609) (39,246)

Other economic flows - included in operating result

Net write-downs of assets (including bad and doubtful debts) 4A (13,420) (8,806)

Net gains/(losses) from the sale of assets 4B 4,967 6,081

Net foreign exchange gains/(losses) 4C 149 2,247

Net swap interest gains/(losses) 4C 122 (173)

Net fair value gains/(losses) 4C 19,330 (17,725)

Other gains/(losses) 4C 141 (3,226)

Operating result (25,320) (60,848)

Other economic flows - other non-owner movements in equity

Items that will not be reclassified to operating result

Revaluation of non-financial assets 7 1,705 2,949

Actuarial revaluations of superannuation 45,898 (57,417)

Other economic revaluations (95) 243

Items that may be reclassified subsequently to operating result

Revaluation of equity investments 7 (106) 640

Comprehensive result - total change in net worth 22,082 (114,433)

Net operating balance (36,609) (39,246)

less Net acquisition of non-financial assets

Purchases of non-financial assets 19,667 17,560

less Sales of non-financial assets 939 536

less Depreciation and amortisation 10,456 9,773

plus Change in inventories 397 646

plus Other movements in non-financial assets  29 (94)

Total net acquisition of non-financial assets 8,698 7,803

Fiscal balance (Net lending/borrowing) (45,307) (47,049)


Australian Government balance sheet
as at 30 June 2017
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Note $m $m

Assets

Financial assets

Cash and deposits 6,283 5,712

Advances paid 5A 47,989 48,194

Other receivables and accrued revenue 5A 46,705 43,544

Investments, loans and placements 5B 320,878 286,787

Equity investments 5C 44,138 42,912

Total financial assets 465,993 427,149

Non-financial assets

Land  5D 12,237 11,738

Buildings 5D 28,112 27,779

Specialist military equipment 5D 58,573 56,217

Other plant, equipment and infrastructure 5D 42,475 36,385

Intangibles 5D 10,360 9,831

Investment property 5D 281 377

Inventories 5E 8,689 8,711

Heritage and cultural assets 5D 11,630 11,462

Other non-financial assets 5F 4,280 4,865

Total non-financial assets 176,637 167,365

Total assets 5G 642,630 594,514

Liabilities

Interest bearing liabilities

Deposits held 6A 34,761 30,740

Government securities 6B 535,445 480,757

Loans 6C 14,100 14,661

Other borrowings 6D 7,515 6,029

Other interest bearing liabilities 6E 10,885 15,051

Total interest bearing liabilities 602,706 547,238

Provisions and payables

Superannuation liability 6F 279,799 314,958

Other employee liabilities  6F 21,303 21,558

Suppliers payable 6G 10,351 9,126

Personal benefits payable 6G 3,086 3,820

Subsidies payable 6G 549 539

Grants payable 6G 3,924 2,659

Australian currency on issue 6H 73,623 70,209

Other payables 6G 4,049 2,378

Other provisions 6H 34,505 35,604

Total provisions and payables 431,189 460,851

Total liabilities 1,033,895 1,008,089

Net worth

Accumulated results (467,946) (483,496)

Reserves 76,681 69,921

Net worth (391,265) (413,575)

Current liabilities 284,031 103,272

Non-current liabilities 749,864 904,817

Total liabilities by maturity 1,033,895 1,008,089

Current assets 399,335 358,583

Non-current assets 243,295 235,931

Total assets by maturity 642,630 594,514


Australian Government cash flow statement
for the year ended 30 June 2017
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Note $m $m

OPERATING ACTIVITIES

Operating cash received

Taxes received 379,239 362,494

Receipts from sales of goods and services 18,182 17,543

Interest receipts 4,061 4,377

Dividend receipts 3,500 2,890

Other receipts 10,349 8,393

Total cash received 415,331 395,697

Operating cash used

Payments for employees (32,934) (31,610)

Payments for goods and services (97,343) (91,303)

Grants and subsidies paid (155,717) (145,297)

Interest paid (15,415) (15,172)

Personal benefits (132,377) (133,822)

Other payments (5,426) (6,334)

Total cash used (439,212) (423,538)

Net cash flows from operating activities 8 (23,881) (27,841)

INVESTING ACTIVITIES

Investments in non-financial assets

Sales of non-financial assets 2,340 466

Purchases of non-financial assets (17,339) (16,208)

Net investments in non-financial assets (14,999) (15,742)

Investments in financial assets for policy purposes

Receipts from policy investments 3,679 4,360

Payments for policy investments (9,712) (10,054)

Net investments in financial assets for policy purposes (6,033) (5,694)

Investments in financial assets for liquidity purposes (37,307) (18,056)

Net cash from investing activities (58,339) (39,492)

FINANCING ACTIVITIES

Net financing cash received

Borrowings 75,280 61,404

Other financing 11,347 6,822

Net cash received 86,627 68,226

Net financing cash used

Other financing (3,836) (3)

Net cash used (3,836) (3)

Net cash flows from financing activities 82,791 68,223

Net (decrease)/increase in cash held 571 890

Cash at beginning of year 5,712 4,822

Cash at end of year 6,283 5,712

Key fiscal aggregate

Net cash flows from operating activities  (23,881) (27,841)

Net cash flows from investments in non-financial assets (14,999) (15,742)

Cash surplus/(deficit) (38,880) (43,583)

Finance leases and similar arrangements (1,350) (693)

GFS cash surplus/(deficit) (40,230) (44,276)


Statement of changes in equity (net worth)
for the year ended 30 June 2017
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Asset  currency  Total

Accumulatedrevaluation translationInvestmentsStatutory Other  TotalContributed Net

Item  results  reserve  reserve  reserve fundsreservesreserves equity Worth

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

Australian Government

Adjusted opening balance as at 1 July 2015(a) (367,063) 46,468 (105) 6,923 7,124 7,511 67,921 - (299,142)

Comprehensive result - Change in net worth (116,816) 3,535 160 (1,304) - (8) 2,383 - (114,433)

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

Net worth as at 30 June 2016 (483,496) 50,022 55 5,619 8,514 5,711 69,921 - (413,575)

Non-material changes in accounting policy and errors 730 (512) 1 - - 9 (502) - 228

Adjusted opening balance as at 1 July 2016 (482,766) 49,510 56 5,619 8,514 5,720 69,419 - (413,347)

Comprehensive result - Change in net worth 20,323 1,262 (12) 523 - (14) 1,759 - 22,082

Transfers to/(from)/between reserves (5,503) (63) (1) 7,616 - (2,049) 5,503 - -

Net worth as at 30 June 2017 (467,946) 50,709 43 13,758 8,514 3,657 76,681 - (391,265)

Reserves

(a) The opening balance as at 1 July 2015 has been restated by $190 million for a change in the percentage used to calculate the taxes receivable credit amendment allowance and provision for tax refunds.

The above statements should be read in conjunction with the accompanying notes.
� SUBJECT   \* MERGEFORMAT �Consolidated financial statements�









