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Specialist Other plant, and

 military equipment and culturalInvestment Computer Other

Land Buildings  equipment infrastructure assets property software intangibles Total

Item $m $m $m $m $m $m $m $m $m

Measurement basis Fair value Fair value Fair value Fair valueFair value Fair value Cost Cost

Net book value at 30 June 2017

Gross book value 12,237 30,179 59,275 48,363 11,752 281 13,393 4,968 180,448

Accumulated depreciation/amortisation - (2,067) (702) (5,888) (122) - (7,370) (631) (16,780)

Net book value at 30 June 2017 12,237 28,112 58,573 42,475 11,630 281 6,023 4,337 163,668

Assets at fair value by level of the fair value hierarchy:

Level 2 10,745 4,466 - 1,753 7,621 281 - - 24,866

Level 3 1,492 23,646 58,573 40,722 4,009 - - - 128,442

Fair value at 30 June 2017 12,237 28,112 58,573 42,475 11,630 281 - - 153,308

Net book value at 30 June 2016

Gross book value 11,738 29,528 56,217 39,731 11,552 377 12,319 4,703 166,165

Accumulated depreciation/amortisation - (1,749) - (3,346) (90) - (6,574) (617) (12,376)

Net book value at 30 June 2016 11,738 27,779 56,217 36,385 11,462 377 5,745 4,086 153,789

Assets at fair value by level of the fair value hierarchy:

Level 2 10,323 3,858 - 1,592 7,589 377 - - 23,739

Level 3 1,415 23,921 56,217 34,793 3,873 - - - 120,219

Fair value at 30 June 2016 11,738 27,779 56,217 36,385 11,462 377 - - 143,958

 


Note 5D: Land and buildings, plant, equipment and infrastructure, heritage and cultural assets and intangibles
Land and buildings, plant, equipment and infrastructure, heritage and cultural assets and intangibles by basis of valuation 
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Specialist Other plant, and

 military equipment and culturalInvestment Computer Other

Land Buildings  equipment infrastructure assets property software intangibles Total

Item $m $m $m $m $m $m $m $m $m

Measurement basis Fair value Fair value Fair value Fair valueFair value Fair value Cost Cost

Net book value at 30 June 2017

Gross book value 11,002 27,537 59,275 17,592 11,752 112 9,425 3,958 140,653

Accumulated depreciation/amortisation - (1,845) (702) (2,579) (122) - (5,572) (359) (11,179)

Net book value at 30 June 2017 11,002 25,692 58,573 15,013 11,630 112 3,853 3,599 129,474

Assets at fair value by level of the fair value hierarchy:

Level 2 9,813 3,633 - 1,021 7,621 112 - - 22,200

Level 3 1,189 22,059 58,573 13,992 4,009 - - - 99,822

Fair value at 30 June 2017 11,002 25,692 58,573 15,013 11,630 112 - - 122,022

Net book value at 30 June 2016

Gross book value 10,620 27,209 56,217 16,891 11,552 164 9,137 3,750 135,540

Accumulated depreciation/amortisation - (1,662) - (2,610) (90) - (5,232) (374) (9,968)

Net book value at 30 June 2016 10,620 25,547 56,217 14,281 11,462 164 3,905 3,376 125,572

Assets at fair value by level of the fair value hierarchy:

Level 2 9,463 3,179 - 888 7,589 164 - - 21,283

Level 3 1,157 22,368 56,217 13,393 3,873 - - - 97,008

Fair value at 30 June 2016 10,620 25,547 56,217 14,281 11,462 164 - - 118,291


 
Reconciliation of movement in land and buildings, plant, equipment and infrastructure, heritage and cultural assets and intangibles 

[image: image2.emf]Australian Government Heritage

Specialist Other plant, and

 military equipment and culturalInvestment Computer Other

Land Buildings  equipment infrastructure assets property software intangibles Total

Item $m $m $m $m $m $m $m $m $m

Net book value at 1 July 2015 10,953 27,877 51,889 31,307 11,332 387 5,079 3,599 142,423

Additions:

Purchases and entity acquisitions 31 1,638 6,753 6,923 109 16 465 248 16,183

Acquisition by finance lease 1 5 - 687 - - - - 693

Internally developed - - - - - - 1,366 - 1,366

Revaluations: write-ups 915 166 1,143 273 475 41 - - 3,013

Depreciation/amortisation expense - (1,644) (3,968) (2,821) (104) - (1,242) (79) (9,858)

Recoverable amount write-downs 8 (13) (214) (70) (4) - (55) (57) (405)

Reversal of write-downs - 8 - 4 - - (1) 358 369

Other movements (139) (193) 623 138 (346) (37) 136 17 199

Disposals (31) (65) (9) (56) - (30) (3) - (194)

As at 30 June 2016 11,738 27,779 56,217 36,385 11,462 377 5,745 4,086 153,789

Additions:

Purchases and entity acquisitions 103 1,958 6,197 7,841 70 52 1,858 230 18,309

Acquisition by finance lease 4 37 - 1,308 - - - - 1,349

Internally developed - - - - - - - - -

Revaluations: write-ups 881 108 431 98 203 6 - - 1,727

Depreciation/amortisation expense - (1,694) (4,046) (3,220) (100) - (1,394) (105) (10,559)

Recoverable amount write-downs (346) (49) (292) (112) (10) (3) (153) (7) (972)

Reversal of write-downs - 8 11 32 4 - - 76 131

Other movements (109) 72 70 212 1 (76) (31) 57 196

Disposals (34) (107) (15) (69) - (75) (2) - (302)

As at 30 June 2017 12,237 28,112 58,573 42,475 11,630 281 6,023 4,337 163,668
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Specialist Other plant, and
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Land Buildings  equipment infrastructure assets property software intangibles Total

Item $m $m $m $m $m $m $m $m $m

Net book value at 1 July 2015 9,942 25,639 51,889 13,623 11,332 187 3,689 2,855 119,156

Additions:

Purchases and entity acquisitions 17 1,479 6,753 1,691 109 15 395 210 10,669

Acquisition by finance lease 1 5 - 159 - - - - 165

Internally developed - - - - - - 800 - 800

Revaluations: write-ups 844 231 1,143 195 475 9 - - 2,897

Depreciation/amortisation expense - (1,499) (3,968) (1,654) (104) - (913) (49) (8,187)

Recoverable amount write-downs - (41) (214) (35) (4) - (47) (11) (352)

Reversal of write-downs - 8 - 1 - - (1) 358 366

Other movements (155) (223) 623 348 (346) (43) (15) 13 202

Disposals (29) (52) (9) (47) - (4) (3) - (144)

As at 30 June 2016 10,620 25,547 56,217 14,281 11,462 164 3,905 3,376 125,572

Additions:

Purchases and entity acquisitions 86 1,810 6,197 1,975 70 44 1,114 188 11,484

Acquisition by finance lease 4 37 - 16 - - - - 57

Internally developed - - - - - - - - -

Revaluations: write-ups 753 (77) 431 192 203 1 - - 1,503

Depreciation/amortisation expense - (1,533) (4,046) (1,585) (100) - (948) (78) (8,290)

Recoverable amount write-downs (344) (45) (292) (102) (10) (2) (153) (4) (952)

Reversal of write-downs - 8 11 31 4 - - 76 130

Other movements (88) 52 70 242 1 (30) (64) 41 224

Disposals (29) (107) (15) (37) - (65) (1) - (254)

As at 30 June 2017 11,002 25,692 58,573 15,013 11,630 112 3,853 3,599 129,474


Objective
Property, plant and equipment are held for operational purposes as is computer software. The Department of Defence (Defence) is the largest holder of non-financial assets.  Heritage and cultural assets include the cultural collections of the national gallery, library and museums while other intangibles include the Australian Government’s portfolio of water entitlements acquired and which are held for environmental water purposes.
Recognition and measurement of non-financial assets
Property, plant and equipment are stated at fair value. Certain small entities and public corporations may adopt a cost basis in their own financial statements. Where the difference is material to the CFS, an adjustment is made on consolidation.

Where available, the fair value of property, plant and equipment is determined by reference to market-based evidence, for example, the market value of similar properties. If there is no market-based evidence of fair value because of the specialised nature of the item of property, plant or equipment and the item is rarely sold, fair value is estimated using an income (net present value/discounted cash flows) or a DRC approach. 

The cost of restoration or removal is provided for in the measurement of property, plant and equipment when a legal or constructive obligation exists. These costs include obligations relating to the dismantling, removal, remediation, restoration and other expenditure associated with the Australian Government’s fixed assets or site fit-outs. Restoration provisions are initially recorded when a reliable estimate of the costs to be incurred can be determined and are discounted to present value. Estimates are based upon a review of lease contracts, legal requirements, historical information, and expected future costs. Any changes to these estimates are adjusted on a progressive basis as required.

The Australian Government’s intangibles comprise internally developed software for internal use, water entitlements, and intangible assets acquired by public corporations (PNFCs and PFCs). Intangibles are carried at cost.  Water entitlements are classified as indefinite life intangibles and are therefore subject to annual impairment testing. Goodwill and other indefinite life intangibles are not amortised but tested for impairment on an annual basis. When public corporations acquire investments in controlled, jointly controlled or associated entities, and pay an amount greater than the fair value of the net identifiable assets of the entity, this excess is recognised as goodwill.

Accounting judgement and estimate - Fair value
The analysis of land and buildings, plant, equipment and infrastructure, heritage and cultural assets and intangibles by basis of valuation includes a disaggregation of asset values against the AASB 13 fair value hierarchy.
Non-financial assets categorised as Level 2 and 3 have been valued using the following techniques:
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Land  2  Market approach Market transactions

Income approach Future cash flows

 3  Market approach Adjusted market transactions

Income approach Future cash flows

Buildings  2  Market approach Market transactions

 2  Income approach Future cash flows

 2  Cost approach Replacement cost of new assets

 3  Cost approach Replacement cost of new assets

Consumed economic benefit

 3  Market approach Adjusted market transactions

 3  Income approach Future cash flows

Specialist  3  Market approach Adjusted market transactions

military Cost approach Replacement cost of new assets

equipment Consumed economic benefit

Other  2  Market approach Market transactions

infrastructure  2  Cost approach Replacement cost of new assets

plant and

 3  Cost approach Replacement cost of new assets

equipment Consumed economic benefit

Income Approach Future cash flows

Market approach Adjusted market transactions

Heritage and   2  Market approach Market transactions

cultural assets  2  Cost approach Replacement cost of new assets

 3  Cost approach Replacement cost of new assets

Consumed economic benefit

 3  Market approach Adjusted market transactions

Other  2  Market approach Market transactions


Specialist military equipment (SME) is valued internally by the Defence applying a range of valuation techniques and inputs as outlined above.  Other asset classes were predominantly independently valued. Valuations are undertaken with sufficient frequency to ensure that the carrying amounts of assets do not differ materially from the assets’ fair values as at the reporting date. 

Level 3 non-financial assets valued using the market approach utilise market transactions of similar assets adjusted using professional judgement for each individual asset’s characteristics to determine fair value. Non-financial assets that do not transact with enough frequency and transparency to develop objective opinions of value from observable market evidence have been valued utilising the DRC approach, unless this cannot be reliably calculated.
Details pertaining to valuations can be found in the audited financial statements of individual Australian Government controlled entities. 

Reconciliation for recurring Level 3 fair value measurements
The following table reconciles the movement in the balance of non-financial assets classified as Level 3.
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Military Other & cultural Military Other & cultural

Land BuildingsEquipment IPE assets Land BuildingsEquipment IPE assets

Item $m $m $m $m $m $m $m $m $m $m

Level 3 fair value at 1 July 2015 845 21,986 51,889 12,360 3,615 1,056 23,338 51,889 29,279 3,615

Purchases/Payments 203 1,530 6,753 1,494 39 208 1,667 6,753 7,048 39

Sales/Repayments (2) (59) (9) (46) - (2) (60) (9) (49) -

Gains/(Losses) recognised in net surplus (3) (1,354) (3,559) (1,466) (83) 5 (1,418) (3,559) (2,516) (83)

Gains/(Losses) recognised in equity 66 10 1,143 403 (252) 86 85 1,143 474 (252)

Transfers in/(out) of level 3 48 255 - 648 554 62 309 - 557 554

As at 30 June 2016 1,157 22,368 56,217 13,393 3,873 1,415 23,921 56,217 34,793 3,873

Purchases/Payments 4 1,683 6,197 1,807 35 20 1,886 6,197 9,043 35

Sales/Repayments - (120) (15) (33) - - (229) (15) (65) -

Gains/(Losses) recognised in net surplus (697) (1,451) (4,257) (1,462) (66) (689) (1,550) (4,257) (2,953) (66)

Gains/(Losses) recognised in equity 734 (128) 431 215 147 775 (89) 431 102 147

Transfers in/(out) of level 3 (9) (293) - 72 20 (29) (293) - (198) 20

As at 30 June 2017 1,189 22,059 58,573 13,992 4,009 1,492 23,646 58,573 40,722 4,009

General Government Australian Government


Contractual capital commitments 
At the reporting date, commitments for capital works comprised:
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$m $m $m $m

Capital Commitments

Buildings 2,019 2,570 2,065 2,623

Specialist Military Equipment 14,329 15,064 14,329 15,064

Other plant, equipment and intangibles 2,494 2,757 9,588 10,844

Total capital commitments 18,842 20,391 25,982 28,531

General Government Australian Government


Leased assets 

Australian Government entities lease assets under a number of finance leases. As at 30 June 2017, the carrying value of leased assets included $1,232 million in land and buildings (2016: $1,314 million) and $5,294 million in plant and equipment (2016: $4,234 million). GGS leased assets included $1,213 million in land and buildings (2016: $1,294 million) and $323 million in plant and equipment (2016: $362 million). Refer Note 6D for accounting policy disclosure on finance leases.
Assets under construction

Australian Government assets under construction include $1,746 million (2016: $1,301 million) in land and buildings, $16,379 million (2016: $14,260 million) in SME and $5,726 million (2016: $5,886 million) in other plant, equipment and infrastructure (including computer software and intangibles). GGS assets under construction include $1,687 million (2016: $1,147 million) in land and buildings, $16,379 million (2016: $14,260 million) in SME and $1,813 million (2016: $1,679 million) in other plant, equipment and infrastructure (including computer software and intangibles). 

Note 5E: Inventories
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$m $m $m $m

Inventories held for sale

Finished goods(a)  841 890 934 976

Raw materials and stores  54 58 67 73

Work in progress 378 406 381 417

Total inventories held for sale 1,273 1,354 1,382 1,466

Consumable stores and inventories

held for distribution 7,275 7,213 7,307 7,245

Total inventories 8,548 8,567 8,689 8,711

General Government Australian Government


(a) Finished goods include $261 million valued at net realisable value (2016: $218 million).
Objective
Inventories are primarily held for use in operations and not for sale. Inventories include explosive ordnance, general spares and consumables, and strategic stockpiles held for distribution.
Recognition and measurement of inventories
Inventories held for sale are valued at the lower of cost and net realisable value. Inventories held for distribution are measured at cost, adjusted for any loss of service potential. Quantities on hand and items of inventory are periodically evaluated with excess and obsolete inventory recorded as a reduction to inventory and an expense.
Note 5F: Other non-financial assets
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$m $m $m $m

Biological assets 54 49 54 49

Assets held for sale 195 257 336 257

Prepayments 3,547 4,219 3,822 4,382

Other 60 113 68 177

Total other non-financial assets 3,856 4,638 4,280 4,865

General Government Australian Government


Note 5G: Assets by function
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$m $m $m $m

General public services 225,234 206,181 223,772 205,313

Defence 95,521 93,810 95,234 93,736

Public order and safety 3,056 2,678 3,056 2,678

Education 39,551 39,577 39,551 39,577

Health 2,153 2,429 2,126 2,408

Social security and welfare 8,896 8,225 8,596 7,930

Housing and community amenities 4,737 4,792 4,737 4,792

Recreation and culture 15,867 14,013 15,867 14,013

Fuel and energy 2,352 1,458 2,352 1,458

Agriculture, forestry and fishing 4,937 4,539 4,937 4,539

Mining, manufacturing and construction 526 530 2,329 2,566

Transport and communication 24,692 20,505 36,825 29,245

Other economic affairs 26,256 31,875 167,411 162,150

Other purposes(a) 69,995 41,280 35,837 24,109

Total assets 523,773 471,892 642,630 594,514

General Government Australian Government


(b) Cash and deposits that are not allocated to other functions are included in the ‘other purposes’ function.
Refer to Note 3F for a description of each function.



