Notes to the financial statements
Note 5A: Net write-down of assets (including bad and doubtful debts)
General Government
Australian Government
(a) Includes  an  adjustment  to  2014-15  of  $27  million  relating  to  an  overstatement  of  taxation  revenue  and expenses.
(b) HELP loan fees of $559 million have been reclassified in 2014-15 to other sources of non-taxation revenue.
(c) As detailed in Note 1, the Australian Government restated SME to fair value for 2014-15.   As a result of this, impairment  losses  of  $583  million  and  impairment  reversals  of  $103 million  were  treated  as  net  revaluation decrements.
Impairment of taxes due
Impairment losses for large tax receivables (greater than $10 million) are estimated on an individual assessment basis, with a default percentage impairment rate (based on historical collectability rates)  applied to debts  where  the taxpayer is insolvent  or has entered into a payment arrangement. The remaining tax receivables (less than or equal to  $10 million)  impairment  loss  is  derived  using  an  automated  model  which  allows large  debt  populations  to  be  examined  and  provides  for  statistical  credibility,  in conjunction with interpretive judgement.
Impairment of non-financial assets
Non-financial assets were assessed for impairment at 30 June 2016. 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 cost to sell and its value in use. 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
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FINANCIAL ASSETS
Receivables - bad and doubtful debts
Goods and services Taxes due(a)
Other
Total receivables - bad and doubtful debts
Net write-down/(reversal) and impairment arising from the revaluation of investments and other financial assets(b)
Total financial write-down and impairment
NON-FINANCIAL ASSETS
Inventories Land Buildings
Specialist military equipment(c)
Other infrastructure, plant and equipment Heritage and cultural assets
Intangibles
Net write-down, impairment and fair
value losses arising from the revaluation of non-financial assets
Total net write-down and impairment of assets and fair value losses
2016
$m
2015
$m
2016
$m
2015
$m


177
3,302
588


101
3,050
681


177
3,302
588


114
3,050
681
4,067
3,832
4,067
3,845


4,097


628


4,097


623
8,164
4,460
8,164
4,468

562
- 52
214
54
3
(302)

419
2
67
324
148
31
(90)

572
(8)
23
214
85
3
(247)

427
(2)
53
324
222
31
53


583


901


642


1,108

8,747

5,361

8,806

5,576



Notes to the financial statements
the Australian Government was deprived of the asset, its value in use is taken to be its
depreciated replacement cost.
Note 5B: Net gains/(losses) from the sale of assets
General Government
Australian Government
(a)  Comparatives include gain on sale of Medibank Private Limited, excluding selling costs. In 2014-15, these costs comprised  $1.5 million  in  employee  costs  and  $77.3 million  in  supplier  costs  which  are  reported  within  the respective categories — refer Note 2.
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FINANCIAL ASSETS
Net gains/(losses) from sale of investments
Net gains/(losses) - financial assets COMMONWEALTH ENTITIES
Proceeds from sale of entities
less  written down value of entities
Net gains/(losses) - Entities(a)
NON-FINANCIAL ASSETS
Proceeds from sale of land and buildings
less  selling costs of sale of land and buildings
less  written down value of land and buildings sold
Net gains/(losses) - land and buildings
Proceeds from sale of investment properties
less  selling costs of investment properties
less  written down value of investment properties
Net gains/(losses) - investment properties
Proceeds from sale of infrastructure, plant and equipment
less  selling costs of infrastructure, plant and equipment
less  written down value of infrastructure, plant and equipment sold
Net gains/(losses) - I,P&E
Proceeds from sale of intangibles
less  selling costs of intangibles
less  written down value of intangibles
Net gains/(losses) - intangibles
less  written down value of heritage and cultural assets
Net gains/(losses) - heritage and cultural assets
Proceeds from sale of biological assets
less  selling costs of biological assets
less  written down value of biological assets
Net gains/(losses) - biological assets
Total net gains/(losses) - non-financial assets Net gains/(losses) from sale of assets
Add back  selling costs included in expenses
Net gains/(losses) from sale of assets in other economic flows
2016
$m
2015
$m
2016
$m
2015
$m

6,052

6,964

5,896

6,881
6,052
6,964
5,896
6,881

-
-

5,686
(4,034)

-
-

5,686
(1,256)
-
1,652
-
4,430


220
(4)
(204)


211
(4)
(258)


237
(4)
(219)


286
(5)
(282)
12
(51)
14
(1)
4
- (4)
15
(1)
(15)
39
- (30)
15
(1)
(15)
-
(1)
9
(1)


68

(8)

(65)


47

(11)

(53)


81

(8)

(74)


50

(11)

(59)
(5)
(17)
(1)
(20)
153
- (2)
2,144
- (16)
153
- (2)
2,144
- (16)
151
2,128
151
2,128
-
(1)
-
(1)
-
(1)
-
(1)
41
- (41)
15
- (15)
41
- (41)
15
- (15)
-
-
-
-
158
2,058
173
2,105
6,210
10,674
6,069
13,416
12
16
12
17

6,222

10,690

6,081

13,433
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Note 5C: Net foreign exchange gains/(losses)
General Government
Australian Government
Foreign currency translation
Transactions are translated to Australian dollars at the rate of exchange applicable at the  date  of  the  transaction.  Balances  and  investments  are  translated  at  the  exchange rates applicable at balance date.
Note 5D: Net swap interest gains/(losses)
General Government
Australian Government
Swap interest
Consistent  with  the  ABS  GFS  Manual,  interest  on  swaps  and  other  derivatives  is classified as a financing transaction and recorded in ‘other economic flows’.
Note 5E: Other gains/(losses)
General Government
Australian Government
Other gains/(losses)
Other gains/(losses) primarily comprise:
•
fair  value movements  in financial assets and liabilities categorised as  ‘held at fair
value through profit and loss’ (refer Note 11B);
•
the actuarial revaluation of provisions, other than superannuation; and
•
gains resulting from the derecognition of financial assets previously categorised as
‘available  for  sale’  (refer  Note  11B)  with  the  gain  equal  to  the  accumulated  fair value movements previously taken direct to reserves.
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Fair value gains - financial instruments Fair value gains - biological assets
Fair value gains - investment properties Net actuarial gains/(losses)
Other
Total other gains/(losses)
2016
$m
2015
$m
2016
$m
2015
$m
(17,813)
22
16
(3,244)
108
5,694
22
2
(1,141)
129
(17,795)
22
48
(3,244)
108
1,698
22
9
(1,141)
129
(20,911)
4,706
(20,861)
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Net swap interest
Net swap interest revenue Net swap interest expense
Net swap interest received
2016
$m
2015
$m
2016
$m
2015
$m

2,203
(2,711)

1,025
(2,002)

2,301
(2,777)

1,114
(2,049)
(508)
(977)
(476)
(935)


Net foreign exchange gains/(losses)
Non-speculative
Net foreign exchange gains/(losses)
2016
$m
2015
$m
2016
$m
2015
$m

429

(2,335)

2,247

3,808
429
(2,335)
2,247
3,808





Note 6: Fair value measurement
(a)
Fair value measurement
The following tables provide an analysis of assets and liabilities that are measured at fair value.
Australian Government
2016
2015
Notes to the financial statements
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Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m

-	1,931	33,606
62,769	42,324	52,146
41,871	7	4,059

35,537
157,239
45,937
104,640	44,262	89,811
238,713


-	9,897	1,056
-	4,539	23,338
-	-	51,889
-	2,028	29,279
-	7,717	3,615
5	555	-


10,953
27,877
51,889
31,307
11,332
560
5	24,736	109,177
133,918


104,645	68,998	198,988


372,631

Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m
Financial assets:
Receivables
Investments, loans and placements(d) Equity investments
Total financial assets

Non-financial assets:
Land Buildings
Specialist military equipment
Plant, equipment and infrastructure Heritage and cultural assets
Other
Total non-financial assets

Total fair value measurements of assets in the statement of financial position

-	1,766	40,276
59,098	48,105	64,319
38,298	30	4,291

42,042
171,522
42,619
97,396	49,901	108,886
256,183


-	10,323	1,415
-	3,858	23,921
-	-	56,217
-	1,592	34,793
-	7,589	3,873
5	678	-


11,738
27,779
56,217
36,385
11,462
683
5	24,040	120,219
144,264


97,401	73,941	229,105


400,447



(a)
Fair value measurement (continued)
Australian Government
2016
2015
(a) Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed at measurement date.
(b) Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability.
(c) Level 3: Unobservable inputs for the asset or liability.
(d) Investments,  loans  and  placements  includes  gold  holdings  of  $4,165  million  at  30  June  2016  (30  June  2015:  $3,866  million).   Gold  holdings  were  previously categorised with gold loans under ‘loans and receivables’ in Note 11B. ‘Loans and receivables’ are not included in the above fair value disclosure.
Notes to the financial statements
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Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m

Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m
Financial liabilities: Government securities Other
Total financial liabilities

480,736	-	-
200	5,086	1,395

480,736
6,681

363,907	40,114	-
-	3,720	1,609

404,021
5,329
480,936	5,086	1,395
487,417
363,907	43,834	1,609
409,350

Total fair value measurements of liabilities in the
statement of financial position	480,936	5,086	1,395


487,417


363,907	43,834	1,609


409,350



General Government
2016
2015
(a) Level 1: Quoted prices (unadjusted) in active markets for identical assets or liabilities that can be accessed at measurement date.
(b) Level 2: Inputs other than quoted prices included within Level 1 that are observable for the asset or liability.
(c) Level 3: Unobservable inputs for the asset or liability.
Notes to the financial statements
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Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m

Level 1(a)	Level 2(b)	Level 3(c)
$m	$m	$m
Total
$m
Financial assets:
Receivables
Investments, loans and placements Equity investments
Total financial assets

Non-financial assets:
Land Buildings
Specialist military equipment
Plant, equipment and infrastructure Heritage and cultural assets
Other
Total non-financial assets

Total fair value measurements of assets in the statement of financial position

Financial liabilities: Government securities Other
Total financial liabilities

-	1,122	38,941
1,759	72,105	64,177
38,299	29	48,611

40,063
138,041
86,939

-	1,205	32,434
745	68,809	51,906
41,872	7	44,261

33,639
121,460
86,140
40,058	73,256	151,729
265,043
42,617	70,021	128,601
241,239


-	9,463	1,157
-	3,179	22,368
-	-	56,217
-	888	13,393
-	7,589	3,873
5	465	-


10,620
25,547
56,217
14,281
11,462
470


-	9,097	845
-	3,653	21,986
-	-	51,889
-	1,263	12,360
-	7,717	3,615
5	355	-


9,942
25,639
51,889
13,623
11,332
360
5	21,584	97,008
118,597
5	22,085	90,695
112,785


40,063	94,840	248,737


383,640


42,622	92,106	219,296


354,024



480,736	-	-
-	3,290	1,251



480,736
4,541



363,908	40,113	-
-	6,897	1,483



404,021
8,380
480,736	3,290	1,251
485,277
363,908	47,010	1,483
412,401

Total fair value measurements of liabilities in the
statement of financial position	480,736	3,290	1,251


485,277


363,908	47,010	1,483


412,401
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(b)	Valuation  technique  and  inputs  for  Level  2  and  Level  3  fair  value measurements
The   following   table   summarises   the   valuation   techniques   used   by   entities   in determining the values of Level 2 and Level 3 categorised assets and liabilities.
Valuation Technique
Description
Cost approach

Depreciated replacement cost
(DRC)
The amount required currently to replace the service capacity of an asset.

The amount a market participant would be prepared to pay to acquire or construct a substitute asset of comparable utility, adjusted for obsolescence. Obsolescence is determined based on professional judgement regarding physical, economic and external obsolescence factors relevant to the asset under consideration.
Income approach / Discounted cash flows
Converts future amounts (cash flow or income and expenses) to a single current (i.e. discounted) amount. The fair value measurement is determined on the basis of the value indicated by current market expectations about those future amounts.
Market approach seeks to estimate the current value of an asset with reference to recent market evidence including transactions of comparable assets within local second-hand markets.
Market approach
Net assets of entities
The value of the corporation’s assets less the value of its liabilities.
The following table summarises the inputs used by entities:
Input Used
Description
Cost of new assets
The amount a market participant would pay to acquire or construct a new substitute asset of comparable utility.
The square metre cost of new or replacement assets.
Physical deterioration, functional or technical obsolescence and conditions of the economic environment specific to the asset.
Rate of return on a real estate investment property based on the income that the property is expected to generate.
Market transactions of comparable assets, adjusted by a small amount to reflect differences in price sensitive characteristics (eg. size, condition etc).
Per square metre cost
Consumed economic benefit
Capitalisation rate
Market transactions
Adjusted market transactions
Market transactions of comparable assets, involving significant professional judgement to adjust for other factors (eg. economic conditions) and their impact on price sensitive characteristics.
Principal due
The amount of the principal remaining to be repaid.
Discount rate
Rate at which cash flows are discounted back to the value at measurement date.
Future cash flows
The future predicted cash flows of the asset.
Foreign exchange rates
Rates used to convert foreign currencies into Australian dollars.
Weighted average cost of capital (WACC)
The average rate of return a company is expected to pay to all its security holders to finance its assets.
Net assets of entities
The value of the corporation’s assets less the value of its liabilities.
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The valuation techniques and inputs have been applied to the various classes of assets
and liabilities as follows:
Receivables
Receivables categorised as Level 2 and Level 3  have been valued using a discounted
cash flow approach. The primary inputs include principal due and the discount rate.
Level 3 receivables are differentiated from Level 2 in that the majority (by value) are
calculated each year by actuarial assessment. The two main measures impacting on the calculation are the face value of the debt not expected to be repaid and the fair value of the  remaining  receivable,  calculated  as  the  present  value  of  projected  future  cash flows.  The remaining  balance of  the  Level  3  receivables have  been valued consistent with previous years, using professional valuation advice.
These balances are sensitive to changes in the underlying assumptions, including the
discount  rate.  For  example,  the  Government’s  largest  receivable,  Higher  Education Loan Program loans, are sensitive to changes in the future Consumer Price Index (CPI) growth, the discount rate (yield curve) and debt not expected to be repaid.
Investments, loans and placements
Investments,  loans  and  placements  categorised  as  Level  2  have  been  valued  using  a
market  approach  based  on  observable  market  transactions.  Those  categorised  as Level 3 use the following techniques:
Category
Valuation technique(s)
Inputs used
IMF Quota
Collective investment vehicles
3
3
3
Cost approach
Discounted cash flow Market approach
Foreign exchange rates
Discount rate Adjusted market transactions
Discount rate
Net assets of entities
Other interest bearing securities
Other
3
3
Discounted cash flow
Net assets of entities
Investments, loans and placements categorised as Level 3 that are valued using the net
assets  technique  have  been  based  on  either  the  latest  available  audited  accounts  of those  entities  or  internal  management  accounts  because  this  is  the  most  relevant available information at the end of the period. This information is an observable input. Due  to  the  diverse  nature  of  the  collective  investment  vehicles,  it  is  not  possible  to provide a range of inputs and associated sensitivity analysis for those investments of the Future Fund Management Agency.
For  the  IMF  quota  investment,  the  value  of  shares  are  held  in  foreign  currency  and
converted to an Australian dollar equivalent for inclusion in the financial statements. This information is an observable input.
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Equity investments
Equity investments categorised as Level 2 have been valued using a market approach
based   on   observable   market
following techniques:
transactions.   Those   categorised   as   Level  3   use   the
Category
Valuation technique(s)
Inputs used
Shares
3
Values of shares held Net assets of entities
Foreign exchange rates Net assets of entities
Investment in public corporations
3
Net assets of entities Discounted cash flow
Net assets of entities WACC
Equity accounted investments
3
Net assets of entities
Net assets of entities
GGS investments in public corporations that have been valued using a discounted net
cash flow technique are assumed to be a cash generating unit. Cash flow projections for a forecast period and terminal year are based on management corporate plans and have been discounted using a WACC. A decrease of 0.3 per cent in the discount rate used in the WACC calculations would result in an approximate $0.2 billion increase in the value of the assets. An increase of 0.3 per cent in the discount rate would result in a decrease of $0.4 billion in the value of assets.
For international shares held by the Treasury, the value is held in foreign currency and
converted to an Australian dollar equivalent for inclusion in the financial statements. This information is an observable input.
Financial liabilities
Financial liabilities categorised as Level 2 have been valued using a market approach
based   on   observable   market
following techniques:
transactions.   Those   categorised   as   Level  3   use   the
Category
Valuation technique(s)
Inputs used
Other
Loans
Payables
3
3
Market approach
Discounted cash flow
Adjusted market transactions Discount rate
Bond rate
Financial liabilities categorised as Level 3 have had their fair value determined using
market interest rates and valuation techniques that incorporate discounted cash flows or adjusted market transactions. They have been classified Level 3 because they have either complex interest rate formulas that include foreign exchange rates, a variety of discount  rates,  use  the  Nikkei  index  or  they  have  knockout  or  callable  features.  The inputs are considered observable.
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Non-financial assets
Non-financial assets categorised as Level 2 and 3 have been valued using the following
techniques:
Category
Valuation technique(s)
Inputs used
Land
2
Market approach Income approach Market approach
Income approach Market approach Income approach Cost approach
Cost approach
Market transactions Future cash flows
Adjusted market transactions
Future cash flows Market transactions Future cash flows
Replacement cost of new assets
Replacement cost of new assets Consumed economic benefit Adjusted market transactions Future cash flows
Adjusted market transactions
Replacement cost of new assets Consumed economic benefit
Market transactions Replacement cost of new assets Replacement cost of new assets Consumed economic benefit Future cash flows
Adjusted market transactions Market transactions Replacement cost of new assets
Replacement cost of new assets
Consumed economic benefit Adjusted market transactions
Market transactions
3
Buildings
2
2
2
3
3
3
3
Market approach Income approach Market approach
Cost approach
Specialist military equipment
Other
infrastructure plant and equipment
2
2
3
Market approach
Cost approach Cost approach
Income Approach Market approach Market approach
Cost approach Cost approach
Heritage and cultural assets
2
2
3
3
2
Market approach
Market approach
Other
Government
entities
engage   professional
valuers
to   undertake   comprehensive
valuations  of  these  classes  of  non-financial  assets  as  specified  in  their  respective
accounting policy notes. Valuations are conducted 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  depreciated replacement cost approach, unless this cannot be reliably calculated.
82





(c)
Reconciliation for recurring Level 3 fair value measurements
The following tables provide reconciliations for the movement in balances for assets and liabilities classified as Level 3.
Australian Government
Financial Liabilities
Non-Financial Assets(b)
Financial Assets
Investments, loans and placements
$m
Heritage and
cultural assets
$m
Equity investments
$m
Receivables
$m
Land
$m
Buildings
$m
Other IPE
$m
Other
$m
Opening balance at 1 July 2014 Purchases / Payments
Sales / Repayments
Gains and losses recognised in profit or loss
Gains and losses recognised in equity Transfers in / (out) of level 3(a)
Closing balance at 30 June 2015
27,583
8,233
(2,096)
42,132
14,128
(13,497)
3,779
220
(192)
1,004
5
(10)
22,916
1,741
(38)
25,077
5,563
(153)
2,664
30
-
1,919
108
(532)
(114)
-
-
616
8,334
433
128
34
90
3
31
23
(1,523)
348
(106)
(2,120)
1,074
(162)
(46)
(135)
1,102
122
- (8)
33,606
52,146
4,059
1,056
23,338
29,279
3,615
1,609
Purchases / Payments Sales / Repayments
Gains and losses recognised in profit or loss
Gains and losses recognised in equity Transfers in / (out) of level 3(a)
Closing balance at 30 June 2016
531
(2,561)
25,286
(15,117)
310
(98)
208
(2)
1,667
(60)
7,048
(49)
39
-
1
(346)
398
8,302
-
2,054
(39)
(11)
(6)
1
25
5
86
62
(1,418)
85
309
(2,516)
474
557
(83)
(252)
554
131
-
-
40,276
64,319
4,291
1,415
23,921
34,793
3,873
1,395
(a) Transfers between levels are determined on an individual entity basis and usually occur when there has been a change to the valuation technique or inputs used to determine the fair value measurement.
(b) For the reconciliation of SME refer to Note 7D.
Notes to the financial statements
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General Government
Financial Liabilities
Non-Financial Assets(b)
Financial Assets
Investments, loans and placements
$m
Heritage and
cultural assets
$m
Equity investments
$m
Receivables
$m
Land
$m
Buildings
$m
Other IPE
$m
Other
$m
Opening balance at 1 July 2014 Purchases / Payments
Sales / Repayments
Gains and losses recognised in profit or loss
Gains and losses recognised in equity Transfers in / (out) of level 3(a)
Closing balance at 30 June 2015
26,727
7,945
(1,960)
41,655
13,995
(13,465)
39,177
5,211
(1,739)
792
1
-
21,677
1,611
(10)
11,918
1,660
(48)
2,664
30
-
1,667
107
(389)
(278)
-
-
607
8,360
754
(4,007)
5,633
(14)
(2)
31
23
(1,461)
275
(106)
(1,327)
301
(144)
(46)
(135)
1,102
106
- (8)
32,434
51,906
44,261
845
21,986
12,360
3,615
1,483
Purchases / Payments Sales / Repayments
Gains and losses recognised in profit or loss
Gains and losses recognised in equity Transfers in / (out) of level 3(a)
Closing balance at 30 June 2016
-
(2,165)
25,205
(14,984)
7,586
(98)
203
(2)
1,530
(59)
1,494
(46)
39
-
-
(342)
370
8,302
-
2,054
7
(11)
(6)
(3,157)
25
(3)
66
48
(1,354)
10
255
(1,466)
403
648
(83)
(252)
554
110
-
-
38,941
64,177
48,611
1,157
22,368
13,393
3,873
1,251
(a) Transfers between levels are determined on an individual entity basis and usually occur when there has been a change to the valuation technique or inputs used to determine the fair value measurement.
(b) For the reconciliation of SME refer to Note 7D.
Notes to the financial statements
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Note 7: Assets
Assets are probable future economic benefits obtained or controlled by an Australian Government entity as a result of past transactions and activities undertaken, and other events.  These  include  financial  assets  such  as  deposits,  loans  and  investments,  and non-financial  assets  such  as  land,  buildings  and  inventories.  The  total  Australian Government assets and relative composition of assets are as follows:
Amount
2015-16 Composition
$m
700,000
Investments, loans & placements
48%
Equity investments
7%
600,000
500,000
400,000
Receivables
& accrued revenue
8%
300,000
200,000
28%
Non-f inancial assets
100,000
Advances paid
8%
1%  Cash &
deposits
0
2014-15
2015-16
•
cash and deposits include cash on hand or at bank and short-term deposits;
•
advances  paid  (refer  Note  7A)  include  loans  receivable  and  are  predominantly
provided for policy purposes such as student loans;
•
other receivables and accrued revenue (refer Note 7A) include statutory amounts
due  for  the  collection  of  tax  or  the  recovery  of  benefits,  and  contractual  amounts due for the provision of goods and services or other arrangements;
•
investments, loans and placements (refer Note 7B)  comprise securities and  other
non-equity investments held for liquidity or policy purposes;
•
equity   investments   (refer   Note   7C)   cover   shares   held   by   the   Government
Investment Funds and corporations and, at the GGS level, include the investment in public corporations (which are eliminated upon consolidation); and
•
non-financial  assets  comprise  the  Government’s  holdings  of  land  and  buildings,
plant,   equipment   and   infrastructure,   heritage   and   cultural   assets,   investment properties  and  intangibles  (refer  Note  7D).  Non-financial  assets  also  includes inventories  for  sale,  use  or  distribution  (refer  Note  7E)  and  other  non-financial assets (refer Note 7F).
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Notes to the financial statements
Note 7A: Advances paid and receivables
General Government
Australian Government
(a) Includes  a  reclassification  of  $540  million  loans  receivable  in  2014-15  in  line  with  consolidated  entity financial statements.
(b) Includes an adjustment to 2014-15 of $430 million relating to changes in percentages used to calculate taxation provisions for credit amendments and refunds.
Advances (loans)
Advances are recognised initially at fair value plus transaction costs and subsequently
measured   at   amortised   cost   using   the   effective   interest   rate   method,   less   any impairment loss, unless these loans have been designated as ‘held at fair value through profit  or  loss’.  Interest  is  recognised  on  loans  evenly  in  proportion  to  the  amount outstanding  over  the  period  to  repayment.  Loans  designated  as  ‘held  at  fair  value through  profit  or  loss’  include  the  Higher  Education  Loan  Program  and  certain concessional loans.
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Advances paid
Loans to State and Territory governments(a) Higher Education Loan Programme
Student Financial Supplement Scheme Other(a)
less  Provision for doubtful debts
Total advances paid Other receivables
Goods and services receivable Recoveries of benefit payments Taxes receivable
Other financial assets Other
less  Provision for doubtful debts - Goods and services and other
less  Provision for doubtful debts - Personal benefits receivable
less  Provision for doubtful debts - Taxes receivable
less  Provision for credit amendments(b)
Total other receivables Accrued revenue
Accrued taxation revenue Other accrued revenue
Total accrued revenue
Other receivables and accrued revenue Total advances paid and receivables
2016
$m
2015
$m
2016
$m
2015
$m

3,839
36,808
411
6,077
(237)

3,685
30,445
531
6,232
(235)

3,839
36,808
411
7,373
(237)

3,685
30,445
531
7,344
(236)
46,898
40,658
48,194
41,769

1,045
5,346
34,204
40
7,048

(840)

(1,034)

(11,764)
(2,946)

895
4,206
35,441
25
6,910

(739)

(766)

(13,107)
(4,134)

1,932
5,346
34,215
281
3,962

(858)

(1,034)

(11,764)
(2,946)

1,686
4,206
35,434
324
4,556

(754)

(766)

(13,107)
(4,134)
31,099
28,731
29,134
27,445

13,699
245

12,785
389

13,699
399

12,785
548
13,944
13,174
14,098
13,333
45,043
41,905
43,232
40,778
91,941
82,563
91,426
82,547

Advances paid and receivables maturity schedule
Not later than one year(b)
Later than one year
by maturity



41,082
50,859



35,547
47,016



39,021
52,405



34,391
48,156
91,941
82,563
91,426
82,547



Notes to the financial statements
Other receivables and accrued revenue
Trade debtors, bills  of  exchange, promissory  notes  and other receivables  are initially
recorded  at  the  fair  value  of  the  amounts  to  be  received  and  are  subsequently measured   at   amortised   cost   using   the   effective   interest   rate   method,   less   any impairment  loss.  Other  accrued  revenue  is  recognised  when  a  service  has  been provided  but  has  not  been  invoiced.  Accrued  revenue  is  recognised  at  the  nominal amounts   due.   Taxation   related   accounting   policies   are   disclosed   in   Note   3A. Collectability  of  debts  is  reviewed  at  balance  date.  An  allowance  is  made  when collection of the debt is judged to be less, rather than more, likely. The following tables
provide   a   reconciliation   of   the   movement   in   the   provision
excluding those associated with statutory receivables.
for
doubtful
debts,
Reconciliation of the allowance for doubtful debts(a)
(a) Excludes statutory receivables such as taxes receivable and personal benefits recoverable.
(b) Comparatives  include  $1,200 million  reversal  of  previous  impairment  write-down  for  the  Higher  Education Superannuation  Program  following  agreement  with  the  NSW  Government  that  NSW  will  resume  making payments to eligible NSW universities to meet its share of superannuation expenses.
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Opening balance 1 July 2014 less Amounts written off
less Amounts recovered and reversed plus Amount recognised in net surplus plus Other movement(b)
Closing balance 30 June 2015
less Amounts written off
less Amounts recovered and reversed plus Amount recognised in net surplus plus Other movement
Closing balance 30 June 2016
Advances   Goods and	Other and loans	Services
$m	$m	$m
Total

$m
(228)	(148)	(1,810)
(16)	(47)	(4)
(1)	(31)	(4)
7	(93)	(1)
(31)	(1)	1,228
(2,186)
(67)
(36)
(87)
1,196
(235)	(164)	(575)
(974)
(17)	(54)	(13)
-	(23)	-
(1)	(71)	(120)
(18)	26	(26)
(84)
(23)
(192)
(18)
(237)	(132)	(708)
(1,077)
Australian Government



Opening balance 1 July 2014 less Amounts written off
less Amounts recovered and reversed plus Amount recognised in net surplus plus Other movement(b)
Closing balance 30 June 2015
less Amounts written off
less Amounts recovered and reversed plus Amount recognised in net surplus plus Other movement
Closing balance 30 June 2016
Advances   Goods and	Other and loans	Services
$m	$m	$m
Total

$m
(229)	(167)	(1,811)
(16)	(47)	(4)
(1)	(38)	(4)
7	(95)	(1)
(31)	(2)	1,229
(2,207)
(67)
(43)
(89)
1,196
(236)	(179)	(575)
(990)
(17)	(53)	(13)
-	(23)	-
(1)	(72)	(120)
(17)	25	(26)
(83)
(23)
(193)
(18)
(237)	(150)	(708)
(1,095)


Notes to the financial statements
Note 7B: Investments, loans and placements
General Government
Australian Government
(a) Investments  in  residential  mortgage-backed  securities  are  to  support  competition  in  the  residential mortgage  market  and  to  meet  government  policy  objectives.  Residential  mortgage-backed  securities held for investment purposes are classified elsewhere.
(b) 2014-15 includes a reclassification of the Government’s investment in the Australian National University (ANU) to investments in associated entities ($2,105 million).
Investments, loans and placements
Gold holdings (including gold on loan to other institutions) are valued at market value
at balance date. The Australian Government measures gold at the bid price.
Depending  on  the  type  of  instrument,  deposits  are  recognised  at  either  nominal  or
market value. Interest is credited to revenue as it accrues. Deposits have varying terms and rates of interest.
Investments  in  domestic  and  foreign  government  securities,  except  those  contracted
for sale under repurchase agreements, are classified by the Reserve Bank of Australia (RBA) as ‘at fair value through profit or loss’. Securities purchased and contracted for sale under repurchase agreements are classified as ‘loans and receivables’ and valued at amortised cost. The difference between the purchase and sale price is accrued over the term of the agreement and recognised as interest revenue.
The  IMF  quota  represents  Australia’s  membership  subscription  to  the  IMF.  The
investment  is  denominated  in  special  drawing  rights  (SDR)  and  is  valued  at  the Australian dollar equivalent. SDR is an international  type of  monetary reserve made up of a basket of national currencies created by the IMF.
The   Future   Fund   employs   collective   investment   vehicles   (CIVs)   as   part   of   its
investment strategy. Investments in CIVs are recorded at fair value on the date which consideration  is  provided  to  the  contractual  counterparty  under  the  terms  of  the relevant subscription agreement.
Other  interest  bearing  securities  are  primarily  held  by  the  Australian  Government
investment  funds  (refer  Note  11B)  and  include  negotiable  certificates  of  deposit, mortgage and asset backed securities, bank bills and corporate debt securities.
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Gold Deposits
Government securities
Residential mortgage backed securities(a) International Monetary Fund quota
Defined benefit superannuation plan assets Collective investment vehicles
Other interest bearing securities Other(b)
Total investments, loans and placements
2016
$m
2015
$m
2016
$m
2015
$m
- 33,039
1
2,808
12,354
- 50,017
39,283
12,492
- 38,268
2
4,288
5,913
- 45,121
29,661
11,018
4,566
13,499
143,116
2,808
17,258
34
50,017
39,283
16,206
3,915
5,890
138,649
4,288
11,824
266
45,121
29,661
12,742
149,994
134,271
286,787
252,356



Notes to the financial statements
Note 7C: Equity investments
General Government
Australian Government
(a)  Includes  an adjustment to 2014-15 of  $793 million in relation to recognition of  NBN net  assets  at fair value in accordance with AASB 116 Property, Plant and Equipment.
Equity investments
At the whole of government level, equity investments primarily consist of the Future
Fund’s  holdings  of  listed  equities  and  listed  managed  investment  schemes.  These investments are designated as ‘financial assets through profit or loss’ on acquisition.
At  the  GGS  level,  equity  investments  also  include  the  Australian  Government’s
ownership  interest  in  public  corporations  in  the  public  non-financial  corporation (PNFC) and PFC sectors. The investments are eliminated at whole of government level. Where  the  public  corporation  is  a  government  business  enterprise  whose  principal function is  to engage in commercial activities in the  private sector, the investment is measured  at  fair  value,  applying  a  discounted  cash  flow  technique.  Investments  in other public corporations are measured as the Australian Government’s proportional interest in the net assets of the public corporation as at the end of the reporting period.
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Investments - Shares
Investment in public corporations(a) Equity accounted investments Total equity investments
2016
$m
2015
$m
2016
$m
2015
$m
39,718
44,735
2,777
42,976
40,603
2,815
40,133
- 2,779
43,377
- 2,817
87,230
86,394
42,912
46,194


