SECTION 4

FINANCIAL STATEMENTS

This section contains the audited financial

statements of the department for the year
ended 30 June 20176.




Australian Mational

Audit Office

INDEPENDENT AUDITOR'S REPORT
To the Minister for Communications

I have audited the accompanying annual financial statements of the Depanment of
Communications and the Arts for the vear ended 30 June 2016, which comprise:

* Statement by the Accountable Authonity and Chief Financial Officer;
+ Statement of Comprehensive Income;

Staternent of Financial Position;

Statement of Changes in Equity;

Cash Flow Statement;

Administered Schedule of Comprehensive Income;

Administered Schedule of Assets and Liabilitics;

Administered Reconciliation Schedule;

Administered Cash Flow Statement; and

Notes to and forming part of the Financial Statements.

Opinion

In my opinion, the financial statements of the Department of Communications and the Arts:

-

(a) comply with Australian Accounting Standards and the Public Governamce,
Performance and Accowahility (Financial Reporting) Rule 200 5; and

(k) present fairly the financial position of the Depariment of Communications and the
Ang as at 30 June 2016 and its financial performance and cash flows for the year
then ended.

Aceoumiable Authority's Responsibility for the Financial Statements

The Secretary of the Department of Communications and the Ars is responsible under the
Pullic Governance, Performance and Accountability Aet 2013 for the preparation and fair
presentation of annual financial statements that comply with Australian Accounting Standands
and the rules made under that Act and is also responsible for such internal control as the
Secretary delermines is necessary 1o enable the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to frawd or error.

Aunditor’s Responsibifity

My responsibility is to express an opinion on the financial statements based on my audit.
| 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 | comply with relevant ethical requirements rclating to audit engagements and
plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement,

GPO Box 0T CANDERRA ACT 2601
1 Matisnal Ciowt BARTON ACT
Phone (0F) B0 T30 Fax (02) 620 7777
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An audit involves performing procedures 1o obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
Judgement, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or emmor. In making those nsk assessments, the aoditor
considers internal control relevant to the entity's preparation and fair presentation of the
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 the
entity’s internal control. An audit alse includes evaluating the appropriateness of the
accounting policies used and the reasonableness of accounting estimates made by the
Accountable Authority of the entity, as well as evaluating the overall presentation of the
fimancial statements.

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

Independence

In conducting my audit, | have followed the independence requirements of the Australian
MNational Audit Office, which incorporate the reguirements of the Australian accounting
profession,

Australian National Awdit Office

)L'L.r/

ohn Jones

Exceuti rector

Delegate of the Auditor-General
Canberra

20 September 2016
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Australian Government

Department of Communications and the Arts

2015-16 FINANCIAL STATEMENTS
STATEMENT BY THE ACCOUNTABLE AUTHORITY AND CHIEF FINANCIAL OFFICER

In our opinian, the attached financial statements for the year ended 30 June 2016 comply with
subsection 42(2) of the Public Governance, Performance and Accountability Act 2013 [PGPA Act),
and are based on properly maintained financial recards as per subsection 41(2) of the PGPA Act,

In gur opinion, at the date of this statement, there are reasonable grounds to believe that the
Department will be able to pay its debts as and when they fall due.

nysd Vi Mowwo,

Dr Heather Smith, PSM Kurt Munro
Secretary Chief Financial Officer
19 September 2016 19 September 2016
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Department of Communications and the Arts
STATEMENT OF COMPREHENSIVE INCOME
for the period ended 30 June 2016

2016 2015
Notes $'000 $'000
NET COST OF SERVICES
Expenses
Employee benefits 1.1A 66,037 50,825
Suppliers 1.1B 35,201 40,784
Grants 1.1C 2,313 -
Depreciation and amortisation 3.2A 5,166 5,906
Finance costs 1.1D 33 65
Write-down and impairment of assets 1.1E 800 730
Other expenses 1.1F - 11
Total expenses 109,550 98,321
Own-Source Income
Own-source revenue
Sale of goods and rendering of services 1.2A 3,302 795
Rental income 1.2B 226 215
Other revenue 1.2C 696 203
Total own-source revenue 4,224 1,213
Gains
Net gain from sale of assets 1.2D 9 4
Other gains 1.2E 508 391
Total gains 517 395
Total own-source income 4,741 1,608
Net cost of services (104,809) (96,713)
Revenue from Government 1.2F 99,915 91,377
Deficit before income tax on continuing operations (4,894) (5,336)
Deficit after income tax on continuing operations (4,894) (5,336)
OTHER COMPREHENSIVE INCOME
Items not subject to subsequent reclassification to net cost of services
Changes in asset revaluation surplus (750) (1,645)
Total other comprehensive income before income tax (750) (1,645)
Total other comprehensive income after income tax (750) (1,645)
Total comprehensive loss (5,644) (6,981)

The above statement should be read in conjunction with the accompanying notes.
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Department of Communications and the Arts
STATEMENT OF FINANCIAL POSITION

as at 30 June 2016
2016 2015
Notes $'000 $'000
ASSETS
Financial assets
Cash and cash equivalents 3.1A 1,685 655
Trade and other receivables 3.1B 25,738 19,954
Other financial assets 3.1C - 366
Total financial assets 27,423 20,975
Non-financial assets
Buildings 3.2A 5,197 3,245
Property, plant and equipment 3.2A 39,205 2,452
Intangibles 3.2A 9,177 8,550
Other non-financial assets 3.2B 1,024 908
Total non-financial assets 54,603 15,155
Total assets 82,026 36,130
LIABILITIES
Payables
Suppliers 3.3A 5,990 9,621
Other payables 3.3B 4,620 3,135
Total payables 10,610 12,756
Provisions
Employee provisions 6.1 22,872 16,666
Other provisions 34 4,843 4177
Total provisions 27,715 20,843
Total liabilities 38,325 33,599
Net assets 43,701 2,531
EQUITY
Contributed equity/capital 62,694 15,880
Reserves 7,439 8,189
Accumulated deficit (26,432) (21,538)
Total equity 43,701 2,531

The above statement should be read in conjunction with the accompanying notes.
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Department of Communications and the Arts
CASH FLOW STATEMENT
for the period ended 30 June 2016

OPERATING ACTIVITIES
Cash received
Receipts from Government
Sales of goods and rendering of services
Net GST received
Other
Total cash received

Cash used
Employees
Suppliers
Grants
Section 74 receipts transferred to the Official Public Account
Other
Total cash used
Net cash from/(used by) operating activities

INVESTING ACTIVITIES
Cash received

Proceeds from sales of property, plant and equipment
Total cash received

Cash used
Purchase of buildings
Purchase of property, plant and equipment
Purchase of intangibles

Total cash used

Net cash used by investing activities

FINANCING ACTIVITIES
Cash received
Contributed equity
Departmental capital budget
Closure of special account
Cash from restructuring
Total cash received
Net cash from financing activities

Net increase in cash held

Cash and cash equivalents at the beginning of the reporting period
Cash and cash equivalents at the end of the reporting period

2016 2015

Notes $'000 $'000
102,585 97,529

5,840 423

3,575 3,681

767 224

112,767 101,857

70,140 59,403

42,484 37,388

2,544 -

5,476 4,987

- 12

120,644 101,790

5.4 (7,877) 67
21 12

21 12

551 94

1,869 154

1,221 3,764

3,641 4,012
(3,620) (4,000)

6,000 400

3,236 3,612

2,291 -

1,000 -

12,527 4,012

12,527 4,012

1,030 79

655 576

3.1A 1,685 655

The above statement should be read in conjunction with the accompanying notes.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

OVERVIEW

Objectives of the Entity

The Department of Communications and the Arts (the Department) is a Government controlled entity. It is a not-for-
profit entity. The objective of the Department is to promote an innovative cultural and communications sectors
through policy, program and service delivery to the benefit of all Australians.

The Department is structured to meet the following outcomes:

Outcome 1: Promote an innovative and competitive communications sector, through policy
development, advice and program delivery, so all Australians can realise the full potential of digital
technologies and communications services

Outcome 2: Participation in, and access to, Australia’s arts and culture through developing and
supporting cultural expression

From 1 July 2015, the Department commenced administration of the telecommunications universal service
obligation from the former Telecommunications Universal Service Management Agency, as announced in the
2014-15 Budget and now operates under the Public Interest Telecommunications Services Special Account.

As a result of the 21 September 2015 Administrative Arrangements Order (AAO) changes, the Department
assumed responsibility for: cultural affairs, classification, and copyright functions and associated legislation from
the Attorney-General’s Department, while the Department’s responsibility for enhancing digital productivity and the
data policy functions were transferred to the Department of Industry, Innovation and Science, and to the
Department of the Prime Minister and Cabinet.

The continued existence of the Department in its present form and with its present programs is dependent on
Government policy and on continuing funding by Parliament for the Department’s administration and programs.

Department activities contributing toward these outcomes are classified as either departmental or administered.
Departmental activities involve the use of assets, liabilities, income and expenses controlled or incurred by the
Department in its own right. Administered activities involve the management or oversight by the Department, on
behalf of the Government, of items controlled or incurred by the Government.

The Basis of Preparation
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. The financial statements are presented in
Australian dollars.

Significant Accounting Judgements and Estimates
No accounting assumptions or estimates have been identified that have a significant risk of causing a material
adjustment to carrying amounts of assets and liabilities within the next accounting period.

In relation to Administered Investments in Australia Post, management estimates are used to determine volume
and price growth rates and the weighted average cost of capital that underpin the discounted cash flow valuation
at the end of the reporting period. Actual results may differ from these estimates under different assumptions and
conditions and may materially affect the financial position reported in future periods.
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New Australian Accounting Standards

Adoption of New Australian Accounting Standard Requirements

No accounting standard has been adopted earlier than the application date as stated in the standard. No new
standards, revised standards, interpretations or amending standards that were issued prior to the signing of the
Statement by the Accountable Authority and Chief Financial Officer and were applicable to the current reporting
period did not have a material financial impact or are not expected to have a material future financial impact on the
Department.

Future Australian Accounting Standard Requirements

No new standards, revised standards, interpretations and amending standards that were issued prior to the signing
of the Statement by the Accountable Authority and the Chief Financial Officer and are applicable to future reporting
periods are not expected to have a future material financial impact on the Department.

Taxation
The Department is exempt from all forms of taxation except Fringe Benefits Tax (FBT) and the Goods and
Services Tax (GST).

Revenues, expenses and assets are recognised net of GST except:

« where the amount of GST incurred is not recoverable from the Australian Taxation Office; and
« for receivables and payables.

Reporting of Administered activities

Administered revenues, expenses, assets, liabilities and cash flows are disclosed in the administered schedules
and related notes.

Except where otherwise stated, administered items are accounted for on the same basis and using the same
policies as for departmental items, including the application of Australian Accounting Standards.

Events After the Reporting Period

Departmental

There are no events that occurred after the reporting period that would materially affect the departmental financial
statements.

Administered

There are no events that occurred after the reporting period that would materially affect the administered financial
statements.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

1. Departmental Financial Performance

This section analyses the financial performance of the Department of Communications and the Arts for the year ended 2016.

2016 2015
$'000 $'000
1.1: Expenses
1.1A: Employee Benefits
Wages and salaries 47,847 38,725
Superannuation
Defined contribution plans 4,136 3,304
Defined benefit plans 5,096 4,122
Leave and other entitlements 6,877 4,088
Separation and redundancies 1,059 (570)
Performance pay 6 358
Other employee expenses 1,016 798
Total employee benefits 66,037 50,825

Accounting Policy
Accounting policies for employee related expenses is contained in the People and relationships section.

1.1B: Suppliers

Goods and services supplied or rendered
Consultants and contractors 12,081 14,956
IT services 7,903 10,936
Office requisites 1,274 1,004
Property 1,647 1,534
Training and travel 2,858 2,287
Other goods and services 2,894 3,210

Total goods and services supplied or rendered 28,657 33,927

Goods supplied 3,806 3,134

Services rendered 24,851 30,793

Total goods and services supplied or rendered 28,657 33,927

Other suppliers

Workers compensation expenses 276 1,312
Operating lease rentals in connection with

Minimum lease payments 6,268 5,645
Total other suppliers 6,544 6,857
Total suppliers 35,201 40,784

Leasing commitments

The Department in its capacity as lessee for 38 Sydney Avenue, Canberra is subject to a 3.5% fixed annual adjustment. The current
term for the office accommodation expires on 21 November 2017.

The Department in its capacity as lessee for Lease payments at Level 46, 360 Elizabeth Street, Melbourne is subject to a 4% fixed
annual adjustment. The lease terms expires on 3 April 2019.

The Department in its capacity as lessee for Lease payments at 23-33 Mary Street Level 5 & 6, Sydney is subject to a 3% fixed
annual adjustment. The lease terms expires on 14 May 2019.

The Department in its capacity as lessee for 31 Market Street level 18, Sydney is subject to a 3.75% fixed annual adjustment.

The current term for office accommodation expires on 30 June 2017.

The Department in its capacity as lessee for 222 Young Street, Sydney is subject to a 3.00% fixed annual adjustment. The current
term for accommodation expires on 31 December 2023.

The Department in its capacity as lessee for 845 High St, Melbourne is subject to a 3.50% fixed annual adjustment. The current term
for accommodation expires on 30 June 2017.

The Department in its capacity as lessee for storage space at 122-124 Gladstone Street, Fyshwick is subject to a 3% fixed annual
adjustment. The current term for storage accommodation expires on 30 April 2017.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

2016 2015
$'000 $'000
Commitments for minimum lease payments in relation to non-cancellable
operating leases are payable as follows:
Within 1 year 5,950 4,687
Between 1 to 5 years 4,828 6,275
More than 5 years 717 -
Total operating lease commitments 11,495 10,962

Accounting Policy

Where an asset is acquired by means of a finance lease, the asset is capitalised at either the fair value of the lease property or, if
lower, the present value of minimum lease payments at the inception of the contract and a liability is recognised at the same time
and for the same amount.

The discount rate used is the interest rate implicit in the lease. Leased assets are amortised over the period of the lease. Lease
payments are allocated between the principal component and the interest expense.

Operating lease payments are expensed on a straight-line basis which is representative of the pattern of benefits derived from the
leased assets.

1.1C: Grants
Australian Government entities (related parties) 2,313 -
Total grants 2,313 -

1.1D: Finance Costs
Unwinding of discount 33 65

Total finance costs 33 65

1.1E: Write-Down and Impairment of Assets

Impairment of land and buildings 9 -
Impairment of property, plant and equipment - 52
Impairment of intangibles 791 678
Total write-down and impairment of assets 800 730

1.1F: Other Expenses
Other - 11

Total other expenses - 11
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

2016 2015
$'000 $'000
1.2: Own-Source Revenue and Gains
Own-Source Revenue
1.2A: Sale of Goods and Rendering of Services
Sale of goods 1 -
Rendering of services 3,301 795
Total sale of goods and rendering of services 3,302 795

Accounting Policy
Revenue from the sale of goods and rendering of services is recognised when:

a) the risks and rewards of ownership have been transferred to the buyer;

b) the entity retains no managerial involvement or effective control over the goods;
The stage of completion of contracts at the reporting date is determined by reference to:

a) surveys of work performed;

b) services performed to date as a percentage of total services to be performed; or

c) the proportion that costs incurred to date bear to the estimated total costs of the transaction.
Receivables for goods and services, 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.

1.2B: Rental Income
Rental reimbursements 226 215
Total rental income 226 215

1.2C: Other Revenue

Refunds from previous year payments 260 203
Other 436 -
Total other revenue 696 203
Gains

1.2D: Sale of Assets
Property, plant and equipment:

Proceeds from sale 21 12
Carrying value of assets sold (12) (8)
Net gain from sale of assets 9 4

Accounting Policy
Gains from disposal of assets are recognised when control of the asset has passed to the buyer.

1.2E: Other Gains

Resources received free of charge 390 390
Reversal of provisions 116 -
Other 2 1
Total other gains 508 391

Accounting Policy
Resources received free of charge are recognised as gains 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.

Contributions of assets at no cost of acquisition or for nominal consideration are recognised as gains at their fair value when the
asset qualifies for recognition, unless received from another Government entity as a consequence of a restructuring of administrative
arrangements (refer to Note 8.1).
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

2016 2015
$'000 $'000
1.2F: Revenue from Government
Appropriations
Departmental appropriations 99,915 91,377
Total revenue from Government 99,915 91,377

Accounting Policy

Amounts appropriated for departmental appropriations for the year (adjusted for any formal additions and reductions) are recognised
as Revenue from Government when the entity gains control of the appropriation, except for certain amounts that relate to activities
that are reciprocal in nature, in which case revenue is recognised only when it has been earned. Appropriations receivable are
recognised at their nominal amounts.

DEPARTMENT OF COMMUNICATIONS AND THE ARTS ANNUAL REPORT 2015/16



2. Income and Expenses Administered on Behalf of Government

SECTION 4 FINANCIAL STATEMENTS




100

DEPARTMENT OF COMMUNICATIONS AND THE ARTS ANNUAL REPORT 2015/16



SECTION 4 FINANCIAL STATEMENTS

101



102

Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

3. Departmental Financial Position

This section analyses the Department of Communications and the Arts assets used to conduct its operations and the operating
liabilities incurred as a result. Employee related information is disclosed in the People and Relationships section.

2016 2015
$'000 $'000
3.1: Financial Assets
3.1A: Cash and Cash Equivalents
Cash in special accounts 900 -
Cash on hand or on deposit 785 655
Total cash and cash equivalents 1,685 655

Accounting Policy
Cash is recognised at its nominal amount. Cash and cash equivalents includes:
a) cash on hand;
b) demand deposits in bank accounts with an original maturity of 3 months or less that are readily convertible to
known amounts of cash and subject to insignificant risk of changes in value; and
c) cash in special accounts.

3.1B: Trade and Other Receivables
Goods and services receivables

Good and services 1,270 395
Total goods and services receivables 1,270 395

Appropriations receivables

For existing programs 23,230 18,430
Special accounts 374 -
Total appropriations receivable 23,604 18,430

Other receivables

GST receivable from the Australian Taxation Office 711 1,026
Other 162 103
Total other receivables 873 1,129
Total trade and other receivables (gross) 25,747 19,954

Less impairment allowance

Other receivables (9) -
Total impairment allowance account (9) -
Total trade and other receivables (net) 25,738 19,954

All receivables are expected to be recovered in no more than 12 months.

Trade and other receivables (gross) are aged as follows

Not overdue 25,629 19,843
Overdue by

0 to 30 days 85 104

31 to 60 days 4 -

61 to 90 days 9 -

More than 90 days 20 7

Total trade and other receivables (gross) 25,747 19,954

Impairment allowance aged as follows

Overdue by
More than 90 days (9) -
Total impairment allowance (9) -

Credit terms for goods and services were within 30 days (2015: 30 days).
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Accounting Policy

Trade receivables, loans and other receivables that have fixed or determinable payments and that are not quoted in an active
market are classified as 'loans and receivables'. Loans and receivables are measured at amortised cost using the effective

interest method less impairment.

Reconciliation of the Impairment Allowance

Other
receivables Total
Movements in relation to 2016 $'000 $'000
As at 1 July 2015 - -
Amounts written off - -
Amount transferred from restructuring 9 9
Increase/(decrease) recognised in net cost of services - -
Total as at 30 June 2016 9 9
There were no movements in the impairment allowance account in 2015.
Accounting Policy
Financial assets are assessed for impairment at the end of each reporting period.
2016 2015
$'000 $'000
3.1C: Other Financial Assets
Accrued revenue - goods and services - 366
- 366

Total other financial assets

Other financial assets are expected to be recovered in no more than 12 months.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

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.

Property, Plant and Equipment

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 $2,000, which are expensed in the year of acquisition (other than where they form part of a
related group that is significant in total).

The initial cost of an asset includes an estimate of the cost of dismantling and removing the item and restoring the site on
which it is located. This is particularly relevant to ‘make-good’ provisions in property leases taken up by the Department
where an obligation exists to restore the property to its original condition. These costs are included in the value of the
Department’s leasehold improvements with a corresponding provision for the ‘make-good’ recognised.

Revaluations
Fair values for each class of asset are determined as shown below:

Asset Class Fair Value measured at:

Land and buildings Depreciated replacement cost
Property, plant and Market selling price or depreciated
equipment replacement cost

Heritage and cultural assets |Active market

Following initial recognition at cost, property, plant and equipment are carried at fair value less accumulated depreciation and
accumulated impairment losses. 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. The regularity of independent valuations
depends upon the volatility of movements in market values 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 reverses a previous revaluation decrement of the same asset class that
was previously recognised through the Statement of Comprehensive Income. Revaluation decrements for a class of assets
are recognised directly through the Statement of Comprehensive Income, except to the extent that they reverse a previous
revaluation increment for that class.

Any accumulated depreciation as at the revaluation date is eliminated against the gross carrying amount of the asset and the
asset restated to the revalued amount.

Assets purchased during the financial year are excluded from asset revaluation as they represent fair value.

Depreciation

Depreciable property, plant and equipment are written-off to their estimated residual values over their estimated useful lives
to the Department 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:

2016 2015
Land and Buildings

« Leasehold improvements Lower of 10 years or  Lower of 10 years or
lease term lease term

Property, Plant and Equipment
* Artworks Up to 480 years n/a
« Computer equipment 3 to 5 years 3to 5 years
. F;!aﬁr:tti,nc;f:ce equipment, furniture 510 10 years 510 10 years

DEPARTMENT OF COMMUNICATIONS AND THE ARTS ANNUAL REPORT 2015/16



Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Heritage and Cultural

Heritage and cultural items include artworks held by Artbank that are of national, historical or cultural significance.
Artbank maintains separate curatorial and preservation policies for heritage and cultural assets,
(http://www.artbank.gov.au/preservation.html).

Impairment
All 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 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 future economic benefits are
expected from its use or disposal.

Intangibles

The Department’s intangibles comprise software externally purchased and internally developed software. 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 Department’s software are:

2016 2015
« Externally purchased software 3 to 5 years 3 to 5 years
* Internally developed software 3 to 5 years 3 to 5 years

All software assets were assessed for indications of impairment as at 30 June 2016.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

3.2B: Other Non-Financial Assets
Prepayments
Total other non-financial assets

Other non-financial assets are expected to be recovered in no more than 12 months.
No indicators of impairment were found for other non-financial assets.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

2016 2015
$'000 $'000

3.3: Payables
3.3A: Suppliers
Trade creditors and accruals 4,255 8,338
Operating lease rentals 1,735 1,283
Total suppliers 5,990 9,621
Suppliers expected to be settled

No more than 12 months 4,521 8,512

More than 12 months 1,469 1,109
Total suppliers 5,990 9,621
Settlement was usually made within 30 days.
3.3B: Other Payables
Salaries and Wages 221 1,448
Superannuation 39 253
Separations and redundancies - 526
Employee transfers 1,142 374
Lease incentive 840 469
Prepayments received/unearned income 2,281 -
Other 97 65
Total other payables 4,620 3,135
Other payables are expected to be settled

No more than 12 months 3,924 2,734

More than 12 months 696 401
Total other payables 4,620 3,135

Accounting Policy

Parental Leave Payments Scheme

Amounts received under the Parental Leave Payments Scheme by the Department not yet paid to employees are presented gross
as cash and a liability (payable). The total amount received under this scheme was $191,763 (2015: $160,856).
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2016

3.4: Other Provisions

Provision for Other

make-good1 provisions2 Total

$'000 $'000 $'000

As at 1 July 2015 1,891 2,286 4,177
Additional provisions made 788 - 788
Amounts used (215) - (215)
Amounts reversed (116) - (116)
Acquisitions of entities or operations (including restructure) 176 - 176
Unwinding of discount or change in discount rate 33 - 33
Total as at 30 June 2016 2,557 2,286 4,843
2016 2015

$'000 $'000

Other provisions are expected to be settled

No more than 12 months 2,445 2,557
More than 12 months 2,398 1,620
4,843 4177

Total other provisions

"The Department currently has four (2015: four) agreements for the leasing of premises that have provisions requiring the
Department to restore the premises to their original condition at the conclusion of the lease. The Department has made a
provision to reflect the present value of this obligation.

2 Following the termination of its agreement with OPEL Network Pty Ltd (OPEL) under the Broadband Connect program in 2008-09,
the Department has made provision towards costs incurred by OPEL in producing its implementation plan.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Reconciliation of the Impairment Allowance

Other

receivables Total

Movements in relation to 2016 $'000 $'000
As at 1 July 2015 - -
Amounts written off 29 29
Amount transferred from restructuring (73) (73)
Amounts recovered and reversed 37 37
Total as at 30 June 2016 (7) (7)

There were no movements in the impairment allowance account in 2015

Accounting Policy

through profit or loss.

Loans and receivables are measured at amortised cost using the effective interest method less impairment. Interest is
recognised by applying the effective interest rate. The effective interest method is a method of calculating the amortised
cost of a financial asset and of allocating interest income over the relevant period. The effective interest rate is the rate
that exactly discounts estimated future cash receipts through the expected life of the financial asset, or, where
appropriate, a shorter period. Gains and losses due to impairment, derecognition and amortisation are recognised

4.1B: Other Investments

Commonwealth authorities:
Australian Broadcasting Corporation1
Australian Postal Corporation2
Special Broadcasting Service Corporation’
Australia Council’
Australian Film, Television and Radio School’
Australian National Maritime Museum’
National Film and Sound Archive of Australia’
National Gallery of Australia’
National Library of Australia’
National Museum of Australia’
National Portrait Gallery of Australia’
Screen Australia’

Commonwealth companies:
NBN Co Limited®
Bundanon Trust'
Creative Partnerships Australia’

Total other investments

' Administered investment valuations are based on the audited or latest available net asset balance.

2016 2015
$'000 $'000
1,053,200 1,021,100
2,480,000 2,321,600
199,375 199,305
23,317 =
10,895 -
255,293 .
297,086 =
6,254,000 -
1,680,711 -
470,605 .
128,113 =
17,679 =
12,870,274 3,542,005
13,068,900 8,501,000
51,159 -
1,638 -
13,121,697 8,501,000
25,991,971 12,043,005

2 Administered investment valuation in the Australian Postal Corporation for 2016 is based on the discounted cash flow

(DCF) methodology. An independent review of the DCF methodology has been undertaken in June 2016.

3 Administered investment valuation in the NBN Co Limited is based on its net assets balance with the property, plant
and equipment adjusted for fair value and the discounting of leave and superannuation liabilities adjusted by applying the
Government bond rate. These adjustments were required to reflect the NBN Co Limited at fair value in the financial
statements. The impact of these adjustments was an increase of $1.046 billion at 30 June 2016 and an adjustment of
$793 million to the net assets at 30 June 2015 totalling $8.501 billion. The 2015 amount reflects this adjustment. An
independent review has been undertaken to ascertain the fair value of property, plant and equipment in June 2016.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Accounting Policy
Administered investments in subsidiaries, joint ventures and associates are not consolidated because their consolidation
is relevant only at the Whole of Government level.

In accordance with AASB 13 Fair Value Measurement , the following techniques are used to value Administered
Investments:

(a) Discounted Cash Flows — this method needs to be considered when an entity invests in another entity that generates
significant non-government cash inflows and those cash flows can be reliably predicted; and

(b) Net Assets — this method needs to be considered when an entity invests in another entity that does not generate
significant non-government cash inflows or those cash flows cannot be reliably predicted.

Administered investments, other than those held for sale, are classified as 'available for sale' and are measured at their
fair value as at 30 June 2016. Apart from the Australian Postal Corporation, fair value has been taken to be the
Australian Government's proportional interest in the net assets of the entities as at end of reporting period.

For 2015-16, fair value estimates for the Australian Postal Corporation are based on a discounted cash flow valuation
calculated using cash flow forecasts extracted from the Australia Post Corporate Plan 2015-16 to 2019-20. The forecasts
use management estimates to determine volume and price growth rates, and the weighted average cost of capital.
Actual results may differ from these estimates under different assumptions and conditions and may materially affect the
financial position reported in future periods.

The Australian Government owns 100% of the following entities and the principal activities of each of the Department's
administered investments are:

Australian Broadcasting Corporation and controlled entities - National broadcaster contributing to and reflecting
Australia’s national identity, fostering creativity and the arts and encouraging cultural diversity. A body corporate
established under the Australian Broadcasting Corporation Act 1983.

Australian Postal Corporation - Provides a high-quality mail delivery service to all Australians and a range of parcel
and logistics services. A body corporate established under the Australian Postal Corporation Act 1989 .

Special Broadcasting Service Corporation and controlled entity - National Broadcaster providing multicultural and
multilingual services that inform, educate and entertain all Australians. A body corporate established under the Special
Broadcasting Services Act 1991 .

Australia Council - Responsible for the creation, presentation and appreciation of distinctive cultural works by providing
assistance to Australian artists and making their works accessible to the public.

Australian Film, Television and Radio School - Responsible for the education and development of creative talent for
the screen arts and broadcast industries.

Australian National Maritime Museum - Responsible for increasing knowledge, appreciation and enjoyment of
Australia's maritime heritage by managing the National Maritime Collection and staging programs, exhibitions and
events.

National Film and Sound Archive of Australia - Responsible for increasing understanding and appreciation of
Australia's audiovisual history by developing, preserving, maintaining and promoting the national audiovisual collection
and providing access to audiovisual material of historic and cultural significance.

National Gallery of Australia - Responsible for increasing understanding, knowledge, and enjoyment of the visual arts
by providing access to, and information about, works of art locally, nationally and internationally.

National Library of Australia - Responsible for enhanced learning, knowledge creation, enjoyment and understanding
of Australian life and society by providing access to a national collection of library material.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

5.1B: Unspent Annual Appropriation (‘Recoverable GST exclusive')

2016 2015
$'000 $'000

Departmental
Cash on hand or on deposit 785 655
Appropriation Act (No.1) 2015-2016 15,667 -
Appropriation Act (No.1) 2015-2016 (Capital Budget - DCB) - Non Operating 3,932 -
Appropriation Act (No.3) 2015-2016 1,202 -
Appropriation Act (No.1) 2014-2015 1,750 5,535
Appropriation Act (No.2) 2014-2015 - 219
Appropriation Act (No.3) 2014-2015 - 3,382
Appropriation Act (No.4) 2014-2015 - 5,781
Appropriation Act (No.5) 2014-2015 - 1,700
Appropriation Act (No.1) 2013-20142 1,315 -
Appropriation Act (No.1) 2012-2013" 211 21
Appropriation Act (No.3) 2012-2013" 468 1,602
Total departmental 25,330 19,085

Administered
Appropriation Act (No.1) 2015-2016* 37,396 -
Appropriation Act (No.3) 2015-2016 964 -
Appropriation Act (No.2) 2015-2016 898,908 -
Appropriation Act (No.1) 2014-2015* 12,126 8,009
Appropriation Act (No.2) 2014-2015 - 623,000
Appropriation Act (No.1) 2013-2014° 642 649
Appropriation Act (No.1) 2012-2013% 7,981 7,985
Total Administered 958,017 639,643

! Departmental appropriations of $210,931.21 (2012-13) and $468,000 (2012-13) have been temporarily quarantined for an approved

movement of funds request.

2 Departmental appropriation of $1,315,000 (2013-14) that formed part of the section 75 transfers has been permanently withheld under
a section 51 determination of the PGPA Act (in accordance with Financial Reporting Rule Part 6 Div. 3) under the Finance Minister's

Direction No. 5.

3 Administered appropriations of $17,277.68 (2012-13), $57,922.94 (2013-14) and $2,615,000 (2014-15) have been temporarily

quarantined.

* Administered amounts of $22,612,000 (2015-16) and $6,354,918.53 (2014-15) have been permanently withheld under section 51 of
the PGPA Act (in accordance with Financial Reporting Rule Part 6 Div. 3) under the Finance Minister's Directions No. 5 and No. 6.
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Department of Communications and the Arts

—— NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2016

2016 2015
$'000 $'000
5.3: Regulatory Charging Summary
Amounts applied
Payments from portfolio bodies - -
Departmental
Annual appropriations 4,331 -
Special appropriation (including special accounts) - -
Own source revenue 68 -
Administered
Annual appropriations o -
Special appropriation (including special accounts) o -
Total amounts applied 4,399 B
Expenses
Departmental 4,399 -
Administered o -
Total expenses 4,399 _
External revenue
Departmental 68 -
Administered 2,974 -
Total external revenue 3,042 B

Amounts written off
Departmental - -
Administered - -

Total amounts written off - B

Regulatory charging activities:

Classification Fees: Before every film, computer game and certain publications can be legally made available to the Australian
public by means of sale, exhibition or commercial distribution they must be classified (with limited exceptions). A valid
classification application is to be accompanied with the prescribed fee before any classification decision can be made. The
Classification (Publications, Films and Computer Games) Act 1995 and the Classification (Publications, Films and Computer
Games) Regulations 2005 are the enabling legislation.

Cost Recovery Implementation Statement for the above activity is available at
http://www.classification.gov.au/About/Pages/Legislation.aspx .
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5.4: Cash Flow Reconciliation

Reconciliation of cash and cash equivalents as per statement of
financial position and cash flow statement

Cash and cash equivalents as per
Cash flow statement
Statement of financial position

Discrepancy

Reconciliation of net cost of services to net cash from (used by) operating activities
Net contribution by services
Revenue from Government

Adjustments for non-cash items
Adjustment for changes in accounting estimates
Adjustment to opening balance
Depreciation/amortisation
Net write-down of non-financial assets
Finance costs
Prior year revenue
Gain on disposal of assets
Gain on make good

Movement in assets and liabilities
Assets
Decrease / (Increase) in net receivables
Increase in accrued revenue
(Increase) / decrease in prepayments
Liabilities
(Decrease) / Increase in supplier payables
Increase in grant payables
Decrease in other payables
Decrease in employee provisions
Increase / (decrease) in other provisions

Net cash from (used by) operating activities

2016 2015
$'000 $'000
1,685 655
1,685 655

(104,809) (96,713)

99,915 91,377
- (210)
- (267)
5,166 5,906
800 730
33 -
(262) -
(9) (4)
(116) -
(2,506) 1,006
366 (366)
(22) 634
(4,416) 5,967
(1,617) (92)
(185) (8,175)
(215) 274
(7,877) 67
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

6. People and relationships

This section describes a range of employment and post employment benefits provided to our people and our relationships with
other key people.

2016 2015
$'000 $'000
6.1: Employee Provisions
Leave 22,724 16,483
Separations and redundancies 148 183
Total employee provisions 22,872 16,666
Employee provisions expected to be settled
No more than 12 months 6,629 5,124
More than 12 months 16,243 11,542
Total employee provisions 22,872 16,666

Accounting policy

Liabilities for short-term employee benefits and termination benefits expected within twelve months of the end of reporting period
are measured at their nominal amounts.

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 minus the fair value at the end of the reporting period of plan assets (if any) out of which the obligations are to be
settled directly.

Leave

The liability for employee benefits includes provision for annual leave and long service leave.

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

The liability for long service leave has been determined by using the Department of Finance’s Short Hand Method as at 30 June
2016, as outlined in the Financial Reporting Rule. The estimate of the present value of the liability takes into account expected
attrition rates and pay increases through promotion and inflation.

Separation and Redundancy

Provision is made for separation and redundancy benefit payments. The entity recognises a provision for termination when it has
developed a detailed formal plan for the terminations and has informed those employees affected that it will carry out the
terminations.

Superannuation

The entity's staff are members of the Commonwealth Superannuation Scheme (CSS), the Public Sector Superannuation Scheme
(PSS), or the PSS accumulation plan (PSSap), or other superannuation funds held outside the Australian Government.

The CSS and PSS are defined benefit schemes for the Australian Government. The PSSap is a defined contribution scheme.
The liability for defined benefits is recognised in the financial statements of the Australian Government and is settled by the
Australian Government in due course. This liability is reported in the Department of Finance’s administered schedules and notes.
The entity makes employer contributions to the employees' defined benefit superannuation scheme at rates determined by an
actuary to be sufficient to meet the current cost to the Government. The entity 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.
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2016 2015
$'000 $'000
6.2: Senior Management Personnel Remuneration
Short-term employee benefits
Salary 5,899 5,063
Motor vehicle and other allowances 727 760
Total short-term employee benefits 6,626 5,823
Post-employment benefits
Superannuation 1,164 981
Total post-employment benefits 1,164 981
Other long-term employee benefits
Annual leave 516 431
Long-service leave 301 195
Total other long-term employee benefits 817 626
Termination benefits
Voluntary redundancy payments 553 358
Total termination benefits 553 358
Total senior management personnel remuneration expenses 9,160 7,788

The total number of senior management personnel included in the above table is 43 individuals (2015: 33 individuals).
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for the year ended 30 June 2016

7. Managing uncertainties

This section analyses how the Department of Communications and the Arts manages financial risks within its operating environment.

7.1: Contingent Assets and Liabilities

7.1A: Departmental Contingent Assets and Liabilities

Quantifiable Contingencies

There are no quantifiable contingencies as at 30 June 2016 (2015: nil).

Unquantifiable Contingencies

There are no unquantifiable contingencies as at 30 June 2016 (2015: nil).

Significant Remote Contingencies

Operating Leases and Car Parking Licences

The Commonwealth indemnifies third parties against loss in relation to operating leases for accommodation, storage and some car
parking. The Commonwealth also indemnifies some third parties against loss in relation to car parking facilities acquired under car
parking licence agreements. As at 30 June 2016, no claims have been made.

Westpac Banking Corporation

The Commonwealth indemnifies Westpac Banking Corporation against loss reasonably incurred in relation to Departmental banking
functions. In June 2013, the Department entered into a new banking contract with Westpac that provided for an indemnity capped at

$50 million per occurrence. The previous contract provided for an indemnity capped at $25 million per occurrence. As at 30 June
2016, no claims have been made.
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7.1B: Administered Contingent Assets and Liabilities

Quantifiable Administered Contingencies
As at 30 June 2016, the Australian Government did not have any quantifiable contingencies (2015: nil).
Unquantifiable Administered Contingencies

Termination of the Funding Agreement with OPEL

As at 30 June 2016, the Australian Government is a party to legal action brought by OPEL Networks Pty Ltd (in Liquidation)
(OPEL) and Optus Networks Pty Ltd (Optus) in relation to an agreement under the Broadband Connect Infrastructure Program.
OPEL is a joint venture between Optus and Elders Telecommunications Infrastructure Pty Ltd. The outcome of that litigation is
unknown as the proceedings are ongoing.

NBN Co Limited (NBN Co) Board Members Insolvency Indemnity

The Australian Government has provided each Director of NBN Co with an indemnity against liability as a result of the
Government failing to meet its funding obligations to NBN Co. The liabilities covered by this indemnity would be no greater than
those covered by the NBN Co Equity Agreement, with the exception of any legal expenses incurred by individual Directors
arising from this indemnity.

Significant Remote Administered Contingencies

NBN Co Interim Board Members Indemnity

The Australian Government indemnified the Interim Directors of NBN Co against any liability in respect of claims or legal costs
and expenses in defending claims or undertaking proceedings, which may have arisen as a result of any such person acting in
their capacity as a director of the company. The removal of Interim Directors occurred on 6 August 2009. As at 30 June 2016,
no claims have been made.

Telstra Financial Guarantee

The Australian Government has provided a guarantee to Telstra Corporation Limited (Telstra) in respect of NBN Co's financial
obligations to Telstra under the Definitive Agreements. The Agreements were amended on 14 December 2014. The Guarantee
was not amended at that time and it continues in force in accordance with its terms in respect of the amended Definitive
Agreements. The liabilities under the agreements between Telstra and NBN Co arise progressively during the roll-out of the
National Broadband Network as Telstra’s infrastructure is accessed and Telstra’s customers are disconnected from its copper
and Hybrid Fibre Coaxial cable networks. The Australian Government is only liable in the event NBN Co does not pay an
amount when due under the Definitive Agreements. As at 30 June 2016, NBN Co had generated liabilities covered by the
guarantee estimated at 4.6 billion. The guarantee will terminate when NBN Co achieves specified credit ratings for a period of
two continuous years and either:

« the company is capitalised by the Commonwealth to the agreed amount; or

« the Communications Minister declares, under the National Broadband Network Companies Act 2011 , that, in his or her
opinion, the National Broadband Network should be treated as built and fully operational.

Optus Financial Guarantee

The Australian Government has provided a guarantee in respect of the NBN Co Limited’s (NBN Co) financial obligations to
Optus Networks Pty Ltd, Optus Internet Pty Limited, Optus Vision Media Pty Limited and SingTel Optus Pty Ltd (collectively,
Optus) under the Optus HFC Subscriber Agreement (Guarantee). An amended version of that Agreement came into effect on
19 September 2015 and the Guarantee continues to apply to that Agreement. The Agreement extends for the period of the
National Broadband Network roll-out in Optus Hybrid Fibre Coaxial areas. As at 30 June 2016 it is estimated that the Australian
Government’s liability under the Guarantee will not exceed $50 million (though the potential liability will vary from time to time,
depending on the amount owing by NBN Co under the Optus HFC Subscriber Agreement). There is a low risk that a claim
would be made under the Guarantee. The Guarantee will terminate in 2021.

Equity Funding Agreement

The Australian Government has entered into an Equity Funding Agreement with NBN Co. The Agreement formalises the
Australian Government’s intention to provide equity to fund the roll-out of the National Broadband Network, with such funding
being conditional on the annual appropriation processes. In addition, it commits the Australian Government, in the event of a
termination of the National Broadband Network roll-out, to provide sufficient funds to NBN Co to meet its costs arising from that
termination. Although the NBN Co Equity Funding Agreement will end in 2019, the Commonwealth would retain obligations to
meet NBN Co’s costs arising from a termination of the roll-out. As at 30 June 2016, NBN Co’s termination liabilities were
estimated at $10.8 billion.
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7.2: Financial Instruments

7.2A: Categories of Financial Instruments
Financial Assets
Loans and receivables
Cash and cash equivalents
Good and Services Receivable
Other Receivables
Total loans and receivables

Total financial assets

Financial Liabilities

Financial liabilities measured at amortised cost
Suppliers
Other Payables

Total financial liabilities measured at amortised cost

Total financial liabilities

2016 2015
$'000 $'000
1,685 655
1,270 395

162 103
3,117 1,153
3,117 1153
4,255 8,338
1,239 452
5,494 8,790
5,494 8,790

The Department had no gains and losses on financial assets nor financial liabilities in both the current and prior year.

7.2B: Fair Value of Financial Instruments

Carrying Fair value Carrying Fair value
amount amount
2016 2016 2015 2015
$'000 $'000 $'000 $'000
Financial Assets

Cash and cash equivalents 1,685 1,685 655 655
Good and Services Receivable 1,270 1,270 395 395
Other Receivables 162 171 103 103
Total financial assets 3,117 3,126 1,153 1,153

Financial Liabilities
Suppliers 4,255 4,255 8,338 8,338
Other Payables 1,239 1,239 452 452
Total financial liabilities 5,494 5,494 8,790 8,790
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Accounting Policy

Financial assets

The entity classifies its financial assets in the following categories:
a) financial assets at fair value through profit or loss;
d) available-for-sale financial assets; and
c) loans and receivables.

The classification depends on the nature and purpose of the financial assets and is determined at the time of initial
recognition. Financial assets are recognised and derecognised upon trade date.

Effective Interest Method
Income is recognised on an effective interest rate basis except for financial assets that are recognised at fair value
through profit or loss.

Available-for-Sale Financial Assets
Available-for-sale financial assets are non-derivatives that are either designated in this category or not classified in any
of the other categories.

Available-for-sale financial assets are recorded at fair value. Gains and losses arising from changes in fair value are
recognised directly in reserves (equity) with the exception of impairment losses. Interest is calculated using the effective)
interest method and foreign exchange gains and losses on monetary assets are recognised directly in profit or loss.
Where the asset is disposed of or is determined to be impaired, part (or all) of the cumulative gain or loss previously
recognised in the reserve is included in surplus and deficit for the period.

Impairment of Financial Assets
Financial assets are assessed for impairment at the end of each reporting period.

Financial assets held at amortised cost - if there is objective evidence that an impairment loss has been incurred for
loans and receivables or held to maturity investments held at amortised cost, the amount of the loss is measured as the
difference between the asset'’s carrying amount and the present value of estimated future cash flows discounted at the
asset'’s original effective interest rate. The carrying amount is reduced by way of an allowance account. The loss is
recognised in the Statement of Comprehensive Income.

Available for sale financial assets - if there is objective evidence that an impairment loss on an available-for-sale
financial asset has been incurred, the amount of the difference between its cost, less principal repayments and
amortisation, and its current fair value, less any impairment loss previously recognised in expenses, is transferred from
equity to the Statement of Comprehensive Income.

Financial assets held at cost - if there is objective evidence that an impairment loss has been incurred, the amount of theg
impairment loss is the difference between the carrying amount of the asset and the present value of the estimated future|
cash flows discounted at the current market rate for similar assets.

Financial liabilities
Financial liabilities are classified as other financial liabilities. Financial liabilities are recognised and derecognised upon
trade date.

Other Financial Liabilities

Other financial liabilities, including borrowings, are initially measured at fair value, net of transaction costs. These
liabilities are subsequently measured at amortised cost using the effective interest method, with interest expense
recognised on an effective interest basis.

Supplier and other payables are recognised at amortised cost. Liabilities are recognised to the extent that the goods or
services have been received (and irrespective of having been invoiced).
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2016

7.2C: Credit Risk

The Department is not exposed to a high level of credit risk as the majority of financial assets are cash and receivables. The
maximum exposure to credit risk is the risk that arises from potential default of a debtor. The carrying amount of trade debtors and
other receivables, net of impairment losses, represents the Department's maximum exposure to credit risk as $1,423,000

(2015: $498,000). The Department has assessed the risk of the default on payment and has allocated an amount of $9,000 to an

impairment allowance in 2016 (2015: nil).

The Department manages its credit risk by undertaking background and credit checks prior to entering a debtor relationship. In
addition, the Department has policies and procedures that guide debt recovery activities.

The Department holds no collateral to mitigate against credit risk.

Included in the Department's receivables balance are debtors with a carrying amount of $118,000 (2015: $111,000) that are past due
at the reporting date. Based on experience, the Department considers that the amounts are still recoverable.

Not Past Due  Not Past Due Past Due or Past Due or
Nor Impaired Nor Impaired Impaired Impaired
2016 2015 2016 2015
$'000 $'000 $'000 $'000
Loans and receivables
Cash and cash equivalents 1,685 655 - -
Good and Services Receivable 1,174 291 96 104
Other Receivables 149 96 13 7
Total 3,008 1,042 109 111
Ageing of financial assets that were past due but not impaired for 2016
0to 30 31 to 60 61 to 90 90+
days days days days Total
$'000 $'000 $'000 $'000 $'000
Loans and receivables
Good and Services Receivable 85 4 - 7 96
Other Receivables - - 9 4 13
Total 85 4 9 1 109
Ageing of financial assets that were past due but not impaired for 2015
Loans and receivables
Good and Services Receivable - - - - -
Other Receivables 104 - - 7 111
Total 104 - - 7 111
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

7.2D: Liquidity Risk

The Department's financial liabilities consist of payables. The exposure to liquidity risk is based on the notion that the Department
may encounter difficulty in meeting its obligations associated with financial liabilities. This is highly unlikely due to appropriation
funding mechanisms. The Department is appropriated funding from the Australian Government and manages its budgeted funds to

ensure it has adequate funds to meet payments as they fall due. In addition, the Department has policies in place to ensure timely
payments are made when due and has no experience of default.

All financial liabilities are payable within one year.

The Department has no derivative financial liabilities in both the current and prior year.
7.2E: Market Risk

The Department holds basic financial instruments that do not expose it to certain market risks.
The Department is not exposed to 'currency risk' or 'other price risk'.

The Department does not have any interest-bearing items on the Statement of Financial Position. Therefore, the Department is not
exposed to 'interest rate risk'.
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

NOTE 8.3: Budgetary Reports and Explanations of Major Variances

The following tables provide a comparison of the original budget as presented in the 2015-16 Portfolio Budget Statements
(PBS) to the 2015-16 final financial outcome as presented in accordance with Australian Accounting Standards for the
Department. The Budget is not audited and does not reflect additional estimates provided in the 2015-16 Portfolio Additional
Estimates Statements (PAES) and the financial impact of the Administrative Arrangement Orders (AAOs) of 21 September
2015. Variance explanations are provided for departmental variances greater than five percent and $5 million and
administered variances greater than 5 percent and $20 million.

NOTE 8.3A: Departmental Budgetary Reports

Statement of Comprehensive Income
for the year ended 30 June 2016

Budget estimate

Actual Original’ Variance®
2016 2016 2016
$'000 $'000 $'000
NET COST OF SERVICES
Expenses
Employee benefits® 66,037 57,815 8,222
Suppﬁers3 35,201 26,938 8,263
Grants* 2,313 - 2,313
Depreciation and amortisation 5,166 5,551 (385)
Finance costs 33 63 (30)
Write-down and impairment of assets 800 - 800
Total expenses 109,550 90,367 19,183
Own-Source Income
5
Own-source revenue
Sale of goods and rendering of services 3,302 - 3,302
Rental income 226 - 226
Other revenue 696 - 696
Total own-source revenue 4,224 - 4,224
Gains
Net gain from sale of assets 9 - 9
Other gains 508 390 118
Total gains 517 390 127
Total own-source income 4,741 390 4,351
Net cost of services (104,809) (89,977) (14,832)
Revenue from Government3 99,915 84,426 15,489
Surplus (Deficit) before income tax on continuing operations (4,894) (5,551) 657
Surplus (Deficit) after income tax (4,894) (5,551) 657
OTHER COMPREHENSIVE INCOME
Items not subject to subsequent reclassification to net cost of services
Changes in asset revaluation surplus (750) - (750)
Total other comprehensive income before income tax (750) - (750)
Total comprehensive income after income tax (750) - (750)
Total comprehensive loss (5,644) (5,551) (93)

The above statement should be read in conjunction with note 8.3B
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Statement of Financial Position

as at 30 June 2016
Budget estimate
Actual Original' Variance?
2016 2016 2016
$'000 $'000 $'000
ASSETS
Financial assets
Cash and cash equivalents 1,685 750 935
Trade and other receivables® 25,738 8,990 16,748
Other financial assets - - -
Total financial assets 27,423 9,740 17,683
Non-financial assets
Buildings 5,197 4,689 508
Property, plant and equipment” 39,205 5,416 33,789
Intangibles 9,177 8,092 1,085
Other non-financial assets 1,024 1,292 (268)
Total non-financial assets 54,603 19,489 35,114
Total assets 82,026 29,229 52,797
LIABILITIES
Payables
Suppliers® 5,990 3,015 2,975
Other payables® 4,620 2,975 1,645
Total payables 10,610 5,990 4,620
Provisions
Employee provisions® 22,872 16,291 6,581
Other provisions9 4,843 1,745 3,098
Total provisions 27,715 18,036 9,679
Total liabilities 38,325 24,026 14,299
Net assets 43,701 5,203 38,498
EQUITY
Contributed equity™ 62,694 20,317 42,377
Reserves 7,439 9,834 (2,395)
Accumulated deficit (26,432) (24,948) (1,484)
Total equity 43,701 5,203 38,498

The above statement should be read in conjunction with note 8.3B

DEPARTMENT OF COMMUNICATIONS AND THE ARTS ANNUAL REPORT 2015/16



g€°8 90U Y)im uoiounfuod ur peas g p|Noys Jusa)e)s SA0ge ay L

86V'8E £02'S 10L'sy 1€y L1£°02 ¥69'29 (g6€'2) 7€8'6 6EY'L (v8y'l) (8ve've)  (zev'9z) aunr g je se aduejeq Buiso|d
- - - - - - - - - - syuauodwod Ajinba usamiaq siajsuel |
GZT'6€ 685°L yL8‘op 115y L2V vL8‘oy - - - (z5€'e) 26€‘E - SIBUMO U}IM SUOIJOBSUE.) [BJO L
(zse'e) zse'e - - - - - - - (zse'e) z6e'e - 24940
88G'Cy - 885°Zh 885'CYy - 885‘ey - - - - - - o(1°8) Buunjonisay
(1) 182y 9zz'y (11) 182 9zz'y - - - - - - 196pnq [eydeo |ejuswiedeq
- - - - - - - - - - - - uonendoiddy - uonoafur Aynbg
slaumo Aq suonnquiuo)
slaumo o} suonnquisiag
SI9UMO Y}IM suoljoesueld |
(c6) (155°6) (¥#9°G) - - - (052) - (052) 1G9 (165°G) (v68°Y) aWodul dAISuaYaIdwod [ejo L
(052) - (0s2) - - - (052) - (052) - - - ,,8WO0oU| 8AIsUBy2IdWwod Jay0
159 (185‘G) (v68'y) - - - - - - 189 (185‘G) (v68'y) Jteak ayy 1o} (oya() sniding
awooul m>_w:®£®._QEOO
(¥€9) S91°e 152 (002) 080°9L 088'SL (S%9°1) ¥€8'6 681°8 Lzl (6v222)  (8€5°12) aouejeq Bujuado pajsnlpy
- - - - - - - - - - - - SJOJJS 10} Ewc\:m:.:u(
(¥€9) soL'e 162 (002) 08091 088'GlL (5%9'1) veg's 6818 Le (6vLz2)  (8g5°12) pouad snoiraid wouy piemioy paLled soueleg
asuejeq BujuadQ
000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$ 000.$
9102 9102 9102 9102 910z 9lLoz 9102 9102 910z 910z 9Loz 910z
Qouepep (JeulBuo 1OV Qoueep leulbug  [BMdY Qoueuep leulbuo  [BMdY Qoueuep leulbuo  [eMdY

ajewpsy yobpng

Aynba |ejo

ajewnsy jobpng
lendes/Aynba pajnquiuon

ajewnsy yobpng

9AI3S3l uoljen|eAal }assy

ajewnsy yobpng
sBujuiea pauiejoy

910z 8unr og papus 1eak ey Joj
Aynb3 ul sabuey) jo Juswajelg

9102 dunp g papua 1eaf ayj ioj
SININILVLS TVIONVNI4 FHL 40 1H4Vd ONINYO4 ANV OL1 SILON
SUY 8yj pue suoljediunwiwo jo juawiiedaq

155

SECTION 4 FINANCIAL STATEMENTS



156

Department of Communications and the Arts

NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS

for the year ended 30 June 2016

Cash Flow Statement
for the year ended 30 June 2016

OPERATING ACTIVITIES
Cash received
Receipts from Government®
Sales of goods and rendering of services®
Net GST received
Other
Total cash received

Cash used
Employees®
Suppliers®
Grants*
Section 74 receipts transferred to Official Public Account'®
Other
Total cash used
Net cash (used by) from operating activities

INVESTING ACTIVITIES
Cash received

Proceeds from sales of property, plant and equipment
Total cash received

Cash used
Purchase of buildings
Purchase of property, plant and equipment
Purchase of intangibles

Total cash used

Net cash used by investing activities

FINANCING ACTIVITIES

Cash received
Contributed equity™
Departmental Capital Budget
Closure of special account
Cash from restructuring

Total cash received

Net cash from financing activities

Net increase in cash held
Cash and cash equivalents at the beginning of the reporting period

Cash and cash equivalents at the end of the reporting period

The above statement should be read in conjunction with note 8.3B

Budget estimate

Actual Original’ Variance?
2016 2016 2016
$'000 $'000 $'000
102,585 84,426 18,159
5,840 - 5,840
3,575 - 3,575
767 - 767
112,767 84,426 28,341
70,140 56,039 14,101
42,484 28,387 14,097
2,544 - 2,544
5,476 - 5476
120,644 84,426 36,218
(7,877) - (7.877)
21 - 21
21 - 21
2,710 808 1,902
551 2,052 (1,501)
380 1,377 (997)
3,641 4,237 (596)
(3,620) (4,237) 617
6,000 - 6,000
3,236 4,237 (1,001)
2,291 - 2,291
1,000 - 1,000
12,527 4,237 8,290
12,527 4,237 8,290
1,030 - 1,030
655 750 (95)
1,685 750 935
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Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

NOTE 8.3B: Departmental Major Budget Variances

Explanations of major variances

" The Department's 2015-16 Portfolio Budget Statements (PBS) as presented to Parliament contained the original budgeted financial
statements for 2015-16 of the Department of Communications. During the 2015-16 financial year as a result of the Administrative
Arrangement Orders (AAOs) of 21 September 2015, the Department became the Department of Communications and the Arts. As a
result of this, the Department assumed responsibility for cultural affairs, classification, and copyright functions and associated
legislation from the Attorney-General's Department, while the Department's responsibility for enhancing digital productivity and the
data policy functions were transferred to the Department of Industry, Innovation and Science, and to the Department of the Prime
Minister and Cabinet.

2 The variances primarily relate to the settlement of balances following the 2015-16 Machinery of Government (MoG) changes. The
Department also received additional funding through the 2015-16 Portfolio Additional Estimates Statements (PAES).

Statement of Comprehensive Income

3 The variance primarily relates to staff and new programs transferred from the Attorney-General's Department following the MoG
changes.

* The variance relates to the Indigenous Repatriation Program transferred to the Department following the MoG changes and a
contribution payment to the Public Interest Telecommunications Services Special Account.

® The variance mainly reflects rental income received by Artbank for its artwork. The Artbank program was transferred to the
Department following the MoG changes.

Statement of Financial Position

® The variance reflects the appropriations received for leave provisions of staff transferred to the Department following the MoG
changes.

" The variance is predominately due to the transfer of Artbank's artworks following the MoG changes.

8 The variance mainly reflects rental income received in advance by Artbank for its artwork.

® The variance mainly relates to the revaluation of makegood and leases transferred to the Department following the MoG changes.
Statement of Changes in Equity

'® The variance reflects the restructure of the Department following the MoG changes.

" The variance reflects the annual assets revaluation undertaken at 30 June 2016.

"2 The variance relates to budget adjustment to re-align the financial position to that of the actuals.

Cash Flow Statement

"3 The variance relates to sale of goods and rendering of services receipts and GST refunds.

" The variance reflects the funding for redundancies paid in 2014-15 drawn down by the Department in 2015-16.

SECTION 4 FINANCIAL STATEMENTS

157



158

DEPARTMENT OF COMMUNICATIONS AND THE ARTS ANNUAL REPORT 2015/16



Department of Communications and the Arts
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS
for the year ended 30 June 2016

Administered Schedule of Assets and Liabilities

as at 30 June 2016
Budget estimate
Actual 0riginal1 Variance?
2016 2016 2016
$'000 $'000 $'000
ASSETS
Financial assets
Trade and other receivables 120,274 124,524 (4,250)
Other investments’ 25,991,971 16,136,084 9,855,887
Other financial assets 19 - 19
Total financial assets 26,112,264 16,260,608 9,851,656
Non-financial assets
Buildings® 58,207 - 58,207
Property, plant and equipment’ 165,655 163,094 2,561
Other non-financial assets 4,435 4,166 269
Total non-financial assets 228,297 167,260 61,037
Total assets administered on behalf of Government 26,340,561 16,427,868 9,912,693
LIABILITIES
Payables
Suppliers'™ 330,493 342,870 (12,377)
Grants'' 15,551 - 15,551
Other payables 21,187 21,677 (490)
Total payables 367,231 364,547 2,684
Total liabilities administered on behalf of Government 367,231 364,547 2,684
Net assets 25,973,330 16,063,321 9,910,009

The above statement should be read in conjunction with note 8.3D

NOTE 8.3D: Administered Major Budgetary Variances

Explanations of major variances

"The department's 2015-16 Portfolio Budget Statements (PBS) as presented to Parliament contained the original budgeted
financial statements for 2015-16 of the Department of Communications. During the 2015-16 financial year as a result of the
Administrative Arrangement Orders (AAOs) of 21 September 2015, the department became the Department of Communications
and the Arts.

As a result of this, the department assumed responsibility for cultural affairs, classification, and copyright functions and
associated legislation from the Attorney-General's Department, while the department's responsibility for enhancing digital
productivity and the data policy function were transferred to the Department of Industry, Innovation and Science, and Prime
Minister and Cabinet respectively.

2The variances primarily relate to the settlement of balances following the 2015-16 Machinery of Government (MoG) changes.
The Department also received additional funding through the 2015-16 Portfolio Additional Estimates Statements (PAES).

Administered Schedule of Comprehensive Income

®The variance primarily relates to new programs and portfolio entities transferred from the Attorney-General's Department
following the MoG changes.

4 The variance relates to the collection of fees for the classification function, which was transferred from the Attorney-General's
Department following the MoG changes.

5 The variance relates to a loan for one of our Corporate Commonwealth Entities, which was not reflected in the 2015-16 PBS.

®The variance mainly relates to the payment of unspent Departmental appropriation into the Public Interest Telecommunications
Services Special Account.

" The variance primarily reflects the new portfolio entities acquired through the MoG changes. (Please refer to the Note 4.1B for
listing of the new entities).
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