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9 November 2022 

 

SENATE ESTIMATES  

Opening Statement to the Economics 

Committee 
The last time the AOFM appeared before this committee was in October 2020. It has been an 

eventful two years since then. This statement focusses on the AOFM’s borrowing activities, 

including some context; a description of the recent operating environment and bond issuance 

during the last two years; and some observations about the near-term future.  

Some context 

The AOFM regularly issues into Treasury Bond lines across the yield curve. Issuing into bond 

lines with a wide range of maturities assists market liquidity by supporting diversity in the 

investor base, stimulating active trading in bond lines, and ensuring that the ‘free float’ of all 

bond lines is of sufficient size. Bond market functionality and liquidity are important for investors 

and ultimately reduce the AOFM’s borrowing costs. Spreading the volume of bonds that needs to 

be refinanced across many years also keeps future borrowing programs relatively steady, which 

reduces risk by avoiding large refinancing peaks. 

The AOFM began extending the length of the yield curve around a decade ago. Over that time, 

the tenor of the longest Treasury Bond has increased from around 12 years to 30 years, and the 

weighted average maturity (WAM) of bond issuance has risen from around 6 years to around 

10 years.  

There are several benefits to the lengthening of the AOFM’s debt issuance.  

• Annual gross issuance requirements are lower, because less debt needs to be issued to 

replace maturing debt. 

• The impact of interest rate volatility on budget outcomes is reduced. 

• The investor base for Australian Government Securities is broader, encompassing investors 

with diverse preferences and needs, reducing the risk that all investors will seek to exit at 

once. 

• A longer yield curve also offers more issuance options, which enhances the AOFM’s 

operational flexibility. 

• Lengthening the risk-free yield curve has also facilitated long-dated bond issuance by other 

entities, particularly state and territory borrowing authorities. 
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The yield curve was extended gradually in a 5-year process. First, 15-year benchmark bonds were 

established, then 20-year bonds, then 30-year bonds. The gradual approach enabled the market 

to become familiar with how long-dated Australian government bonds would trade over time. 

Issuance of large volumes of ultra-long bonds is constrained by what the market can bear – only 

a subset of the investor base will buy bonds longer than 12 years. Although demand for 

ultra-long Australian dollar bonds has grown as the AOFM has developed the market, issuance 

primarily relies on demand from offshore private sector investors, since domestic investors and 

offshore central banks tend to heavily weight their portfolios towards 0-12 year bonds. There is 

insufficient demand for Australian dollar denominated bonds longer than 30 years to support 

further extension of the yield curve. Almost every other sovereign debt issuer faces similar 

constraints to those faced by the AOFM. 

The AOFM has no control over the levels of bond yields and is in no better position to predict 

changes in yields than other market participants. Rather than attempting to concentrate 

borrowing at times when yields are perceived to be ‘low’, the AOFM aims to be transparent, 

regular and predictable. This approach will reduce borrowing costs over time and ensure 

consistent access to funding markets.  

However, in order to meet its objective of facilitating an orderly bond market, the AOFM needs to be 
mindful of underlying demand dynamics. As I will shortly explain in greater detail, while the AOFM 
had a bias towards issuing long bonds when the cost of doing so was at historic lows, it needed to 
ensure that it did not issue them in volumes that exceeded the market’s capacity to absorb them, 
lest it cause a dislocation. 

The operating environment and bond issuance in the last two 

years 

Amidst a backdrop of extremely accommodative monetary policy settings in Australia and 

elsewhere, bond yields remained low in 2020-21. The RBA’s yield target regime was in place for 

the entire year; the bond purchase program began in November 2020. 

The AOFM issued a large volume of long-dated bonds at historically low yields in 2020-21. The 

financing task for the year was met primarily via $207 billion of Treasury Bond issuance, with an 

extremely low average issuance yield of 0.99 per cent. The WAM of bond issuance in 2020‑21 

exceeded 10 years. $15 billion of a new 30-year benchmark bond was issued at a yield below 

2 per cent.  

2021-22 was a year of two halves for bond yields. The dominant market view until late-2021 was 

that emerging inflationary pressures would be transitory. This view, coupled with ongoing 

quantitative easing from the RBA and other central banks, ensured bond yields remained at 

relatively low levels. Yields rose significantly from the beginning of calendar 2022 as central 

banks began to react to a more sustained rise in inflation, which was driven by a combination of 

strong consumer demand, continuing supply shortages and rising energy prices. Economists and 

market participants, including the AOFM, did not anticipate the speed or magnitude of the 

increase in bond yields. 10 year bond yields increased by around 2 per cent over the year 

amongst bouts of extreme volatility. 

Treasury Bond issuance in 2021-22 totalled $96 billion, significantly less than in the previous 

year. The average issuance yield was 1.9 per cent and the WAM of issuance was 8.6 years. 

Factors contributing to the lower WAM included some shorter-dated issuance to support market 

functioning for bond lines that had been the subject of heavy RBA purchases, which served to 

reduce the ‘free float’ of these lines. Moreover, there was limited investor demand for long-dated 

bonds at times because of significant market volatility.   
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2022-23 has thus far seen continued volatility and higher bond yields domestically and abroad, 

with markets reacting to more entrenched inflation and weighing the risks that central bank 

policy actions may tip some major developed economies into recession.  Despite, or perhaps 

because of this, investor demand for our Treasury Bonds has remained relatively robust, albeit 

still limited for ultra-long tenors.  $25.2 billion of Treasury Bonds have been issued at an average 

yield of 3.5 per cent and WAM of 8.8 years so far in 2022-23.   
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Looking forward 

The market was updated on the expected size of the 2022-23 Treasury Bond program following 

the release of the Budget last month. Around $95 billion of bond issuance is planned.  

Bond yields are higher than they have been for some years and are not expected to return to the 

extremely low levels that prevailed between 2019 and 2021. The yield curve is relatively flat 

beyond 2023 – the difference between short-dated bond yields and long-date bond yields has 

fallen significantly courtesy of the gradual unwinding of unconventional monetary policy settings, 

and several cash rate increases. 

Large-scale RBA bond purchases, as part of extraordinary pandemic monetary policy settings, 

significantly reduced the ‘free float’ of some bond lines available for market trading. In the 

absence of sales from the RBA, which we understand to not be in prospect, AOFM issuance to 

assist liquidity in these bond lines can be expected to continue over the coming years. 

The lengthening of the tenor of AOFM’s debt portfolio undertaken over an extended period, 

means that it will take some years for higher bond yields to be fully reflected in the government’s 

interest costs. Only a quarter of the current Treasury Bond portfolio will mature in the next three 

years, so the interest costs relating to the other three-quarters of the portfolio are ‘locked-in’ for 

the next 3-30 years. Only new issuance, to replace the maturing bonds and to meet additional 

government funding requirements, is subject to prevailing market interest rates. 
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Budget - Key Debt Aggregates  

 

 

Yield Curves 
 

 

Note: For Budget purposes, it is assumed yield curves are constant from 2022-23 to 2025-26. 
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Syndicated Issuance 
 

Face value of issuance ($ billion) 
 2019 - 20 2020 - 21 2021 - 22 2022 - 23 (YTD) 

Treasury Bonds 128.2 207.3 96.0 25.2 

    tender    94.2 109.3 81.0 25.2 

    syndication 34.0 98.0 15.0 0.0 

    % share by syndication 26.5% 47.3% 15.6% 0.0% 

TIBS 1.65 2.50 5.25 0.55 

    tender 1.65 2.50 2.00 0.55 

    syndication 0.00 0.00 3.25 0.00 

 

• Syndication played a key role when funding needed to be ramped up across Q4 2019-20 and 

fiscal 2020-21.   

• Usage has fallen subsequently as the financing task has eased. 

 

Syndication fees paid (TBs only) 
 2019 - 20 2020 - 21 2021 - 22 2022 - 23 (YTD) 

Number of transactions 3 6 1 0 

fees paid ($million) 32.9 86.9 13.2 0 

fees paid (bp equivalent) 1.4 1.0 0.9  

 

• Across full period:  

– $147 billion face value of syndicated Treasury Bond issuance.   

– $132.99 million paid in fees (inc GST) 

: Equivalent to around 1.1 basis points or 1.1 hundredths of a percent. 

• The AOFM has reduced fees paid from 15 cents (pre covid) to 8 cents per $100 of face value 

issued (excl. GST) 

• Syndicate fees offered by the AOFM are generally lower (on a proportionate basis) than other 

issuers. 

• Note there was a single TIB syndication in 21-22 – $3.25 billion face value issued, $2.9 million 

in fees paid, 0.7 basis point equivalent. 

 

Fee offset from tender (TBs only) 
 2019 - 20 2020 - 21 2021 - 22 2022 - 23 (YTD) 

Tender gain ($million) 22.7 51.5 35.4 18.0 

 

• Fees are in part offset by the aggressive competition between bank intermediaries in tenders 
that sees them purchase bonds from the AOFM at yields below the prevailing secondary 
market yield.  
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• They do this to improve their ranking for JLM selection in syndicate deals - effectively they 
‘loss-lead’ on tenders with a view to earning it back later through syndicate fees. 
   

• AOFM estimates that this is worth around $127.5 million over the period from 2019-20 until 
today (i.e. suggesting 96% of fees have been recovered over this period).  

 

Benefits of Syndication 

 
• places bonds directly into the hands of end investors - bypassing bank balance sheets which 

can be a “bottle neck” when the required funding rate is high. 

• enables bond lines to be built to liquid size immediately which is beneficial for market 

efficiency/liquidity, follow-on trading and subsequent tenders. 

• provides the AOFM with a direct line of sight to end investors enabling subsequent investor 

relation/marketing activity to be better targeted. 

• provides surety around funding position when fiscal uncertainty is elevated.  Allows for much 

higher volume transactions. 

• encourages more aggressive bidding in tenders by intermediaries. 

• reduces AOFM execution risk in meeting Government financing needs.  

• many end investors value the opportunity to access large volumes of TBs at a point in time 

with confidence about the price (i.e. bypassing the secondary market facilitates this).  

Syndication supports more diverse participation in the AGS market. 

Services Rendered 

 
• JLMs selected in syndicated transactions execute the issuance and placement of Bonds, 

involving: 

– the bookbuild process. This includes providing the technical infrastructure to record, 

amend and finalise bids/allocations in a system that is compatible with downstream 

settlement/distribution systems + client relationships + staff with expertise to manage 

client relationships. 

– risk management, hedging and switching process. 

– ticketing, settlement and selling restriction compliance.  

 

Could AOFM fund solely through tenders? 
 

• Technically yes but no guarantee that AOFM funding would be as orderly (as it has been) or 

that participation in the AGS market from intermediaries and investors would be as broadly 

based.  

• A mix of funding channels allows the AOFM to better calibrate it activities to the funding task 

and market conditions.  This better supports a healthy well-functioning and liquid market in 

AGS which is the key to cost effective and reliable government financing.  





CHANGES IN BUDGET 2022-23 (October) FROM BUDGET 22-23 (March)

FISCAL AGGREGATES

BUDGET 2022-23 (October) -32.0 -36.9 -44.0 -51.3 -49.6 -1.4 -1.5 -1.8 -2.0 -1.8
BUDGET 2022-23 (March) -79.8 -78.0 -56.5 -47.1 -43.1 -3.5 -3.4 -2.4 -1.9 -1.6

47.8 41.1 12.5 -4.2 -6.5 2.1 1.9 0.6 -0.1 -0.2

BUDGET 2022-23 (October) -33.3 -49.6 -50.7 -65.0 -63.6 -1.5 -2.0 -2.1 -2.5 -2.4
BUDGET 2022-23 (March) -85.8 -90.8 -60.4 -57.2 -49.9 -3.7 -3.9 -2.6 -2.3 -1.9

52.5 41.2 9.7 -7.8 -13.7 2.2 1.9 0.5 -0.2 -0.5

FINAL PDI RUN CALCULATIONS

BUDGET 2022-23 (October) -40.4 -66.4 -52.7 -75.5 -61.6
BUDGET 2022-23 (March) -73.4 -90.5 -66.5 -55.8 -52.6

33.0 24.1 13.8 -19.7 -9.0

BUDGET 2022-23 (October) -2.0 -5.7 -7.2 -3.2 -3.6
BUDGET 2022-23 (March) -5.3 -5.0 -6.0 -2.0 -2.3

3.3 -0.7 -1.2 -1.2 -1.3

BUDGET 2022-23 (October) -42.4 -72.1 -59.9 -78.7 -65.2
BUDGET 2022-23 (March) -78.7 -95.5 -72.4 -57.8 -54.9

36.3 23.4 12.5 -21.0 -10.3

BUDGET 2022-23 (October) -3.9 -8.8 -6.5 -7.4 -7.3

BUDGET 2022-23 (March) -1.6 -1.6 -0.4 -0.6 -0.1
-2.2 -7.2 -6.1 -6.8 -7.2

BUDGET 2022-23 (October) -46.2 -80.9 -66.4 -86.1 -72.5
BUDGET 2022-23 (March) -80.3 -97.1 -72.8 -58.3 -55.0

34.1 16.2 6.4 -27.8 -17.6

BUDGET 2022-23 (October) -23.2 -85.5 -35.9 -82.2 -88.0
BUDGET 2022-23 (March) -23.2 -85.5 -34.4 -79.7 -91.9

0.0 0.0 -1.5 -2.5 3.8

BUDGET 2022-23 (October) -69.5 -166.4 -102.3 -168.3 -160.6
BUDGET 2022-23 (March) -103.6 -182.6 -107.2 -138.0 -146.9

34.1 16.2 4.9 -30.3 -13.7

BUDGET 2022-23 (October) 101.3 97.5 112.5 171.5 157.5
BUDGET 2022-23 (March) 110.4 137.5 109.5 142.5 142.5

-9.2 -40.0 3.0 29.0 15.0

BUDGET 2022-23 (October) -31.8 68.9 -10.2 -3.2 3.1
BUDGET 2022-23 (March) -6.8 45.1 -2.3 -4.5 4.4

-24.9 23.8 -7.9 1.3 -1.3

-29.5

11.4

-0.1

11.3

-2.2

Headline Cash Balance
(at final PDI run)

Funds operating flows
(at final PDI run)

Cash financing for AOFM
(at final PDI run)

42.1

-1.2

40.9

Explanation

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

NOT PUBLIC

Underlying Cash Balance

Headline Cash Balance

2021-22 2022-23

HCB incorporates government investment for policy purposes as well as the net 
operating position.  It's the starting point for the AOFM's financing task.

UCB improved compared to March Budget leading to a lower financing requirement 
overall.

HCB also improved overall from March Budget.

2023-24

30-Jun-2630-Jun-24 30-Jun-25

2024-25 2025-26

Per cent of nominal GDP

2023-24 2024-25

$ Billion

2025-26 2021-22 2022-23

30-Jun-24

Refinancing Task
(at final PDI run)

Total Financing Task
(at final PDI run)

30-Jun-22 30-Jun-23

-9.1

30-Jun-22 30-Jun-23

The amount of debt (in FV terms) that the AOFM needs to raise starts with the HCB but 
is adjusted for financing effects (such as premiums/discounts), other financing flows 
and funds transfers (where cash flows have been hypothecated in some manner).  This 
net new financing task will be closely related to the net change in AGS. Taking account 
of scheduled debt maturities and early debt repurchases will determine the gross 
financing task. This will largely determine the gross term issuance program with any 
residual financing met through net movements in liquidity assets and short term debt 
(leading to funding ratios other than 100%).

Overall, the AOFM's issuance program has decreased slightly compared to March Budget, 
a result of the improved budget cash position. 

This can be reconciled as follows

Over the FE (2021-22 to 2025-26), cash financing improved by 40.9.

Other financing increased by 29.5 (decrease in premiums/proceeds on issuance). 

Leaving 11.4 decrease in new financing required. 

Refinancing increased by 0.1 as more issuance was done in shorter lines when compared 
to March Budget. 

Leaving 11.3 decrease in total financing requirement. 

To meet the change, long term issuance was decreased by 2.2 and a net change in liquid 
assets decreased by 9.1 (or, 9.1 extra cash was retained for cash management purposes 
over the FE).

30-Jun-25 30-Jun-26

Note this is the derived HCB behind the AOFM financing task provided at the last 
BUDGET PDI run on 18 Oct 2022.  

HCB improved overall compared to March Budget.

Aggregate fund transfer activity (outflows) increased compared to March Budget.

Cash financing requirement decreased significantly compared to March Budget.

Some of the improvements in UCB were offset by other financing. Specifically, an increase 
in yields has increased the amount of issuance the AOFM is required to meet the financing 
task.  

*As the derived HCB is significantly different from the published HCB - a reconciliation has 
been provided separately .

90.7

81.8

$ Billion

Issuance Program

Net Change Liquid Assets

Other financing
(at final PDI run)

New Financing Task
(at final PDI run)



CHANGES IN BUDGET 2022-23 (October) FROM BUDGET 22-23 (March)

STOCK OF DEBT

BUDGET 2022-23 (October) 895 927 1,004 1,091 1,159 39.0 37.3 40.8 42.5 43.1
BUDGET 2022-23 (March) 906 977 1,056 1,117 1,169 34.5 44.8 50.5 51.6 51.6

-11 -50 -52 -26 -10 4.5 -7.5 -9.7 -9.1 -8.5

BUDGET 2022-23 (October) 78 32 77 87 68

BUDGET 2022-23 (October) -46 -81 -66 -86 -73
BUDGET 2022-23 (October) -32 69 -10 -3 3

-78 -12 -77 -89 -69

BUDGET 2022-23 (October) 896 947 1,024 1,114 1,186 39.0 38.1 41.6 43.4 44.1
BUDGET 2022-23 (March) 906 982 1,071 1,131 1,193 39.5 42.7 45.2 45.4 45.6

BUDGET 2022-23 (October) 848 878 963 1,056 1,127
BUDGET 2022-23 (March) 929 1,004 1,088 1,153 1,207

-81 -126 -125 -96 -79

BUDGET 2022-23 (October) 516 572 634 703 767 22.5 23.0 25.8 27.4 28.5
BUDGET 2022-23 (March) 631 715 772 823 865 27.6 31.1 32.6 33.1 33.1

-116 -143 -138 -120 -98 -5.1 -8.1 -6.8 -5.7 -4.6

BUDGET 2022-23 (October) 86 39 50 51 47
BUDGET 2022-23 (March) 65 39 45 48 45

21 0 5 3 1

INTEREST COST

BUDGET 2022-23 (October) -15.7 -18.1 -21.5 -24.5 -31.7 -0.7 -0.7 -0.9 -1.0 -1.2
BUDGET 2022-23 (March) -17.0 -17.4 -19.7 -21.0 -25.7 -0.7 -0.8 -0.8 -0.8 -1.0

1.3 -0.7 -1.8 -3.4 -6.0 0.0 0.1 -0.1 -0.2 -0.2

BUDGET 2022-23 (October) -15.0 -13.6 -16.6 -19.4 -26.5 -0.7 -0.5 -0.7 -0.8 -1.0
BUDGET 2022-23 (March) -14.9 -15.1 -16.9 -18.0 -22.4 -0.7 -0.7 -0.7 -0.7 -0.9

-0.1 1.4 0.3 -1.4 -4.1 0.0 0.2 0.0 -0.1 -0.1

BUDGET 2022-23 (October) -18.5 -22.4 -24.2 -27.7 -32.0 -0.8 -0.9 -1.0 -1.1 -1.2
BUDGET 2022-23 (March) -18.4 -19.8 -21.2 -23.1 -24.6 -0.8 -0.9 -0.9 -0.9 -0.9

-0.1 -2.6 -2.9 -4.6 -7.4 0.0 0.0 -0.1 -0.2 -0.3

BUDGET 2022-23 (October) -15.5 -18.0 -19.7 -27.7 -28.1 -0.7 -0.7 -0.8 -1.1 -1.0
BUDGET 2022-23 (March) -16.7 -17.7 -18.3 -20.1 -21.3 -0.7 -0.8 -0.8 -0.8 -0.8

1.2 -0.3 -1.4 -7.6 -6.9 0.0 0.1 0.0 -0.3 -0.2

BUDGET 2022-23 (October)
BUDGET 2022-23 (March)

BUDGET 2022-23 (October) -15.7 -18.1 -21.5 -24.5 -31.7
BUDGET 2022-23 (March) -17.0 -17.2 -18.7 -20.1 -25.3

1.3 -0.9 -2.8 -4.3 -6.4

1.6

Interest Expense on AGS

Net Interest Payments

Face Value of AGS
(Within year PEAK)

New Financing Task
Change Liquid Assets

Net Interest Expense

Interest Payments on AGS

-10.7

-3.9

-17.6

-14.9

$ Billion Per cent of nominal GDP

$ Billion

Cash Balance with RBA
Face Value (EOY)

Market Value of AGS
(EOY)

2021-22 2022-23 2023-24 2024-25 2025-26

Face Value of AGS
(EOY)

Net Debt
Market Value (EOY)

A decrease in the financing requirement means that the Face Value of AGS is growing by 
less over the FE compared to March Budget.

Per cent of nominal GDP

Change in MV of AGS is mainly driven by the increase in yields. Some smaller proportion 
of the decrease is the result of a lower financing requirement.

2021-22 2022-23 2023-24 2024-25 2025-26

BUDGET 2022-23 (October) 
Interest Payments on AGS @ 

BUDGET 2022-23 (October) and 
BUDGET 2022-23 (March) Yield 

Curves -13.2

Weighted Average 
New Issuance Yield

Change in FV of AGS

3.8
2.3

The weighted average new issuance yield increased by around 150 basis points compared 
to March Budget.

Applying the March Budget yield curve to the October Budget issuance program results in 
an reduction of interest payment on AGS of around $13.2 billion over the FE (2021-22 to 
2025-26).

As the face value of debt increases, interest costs increase with a lag until the full year 
effects are felt.  The effect of changing interest rates flows through faster because it is 
dependent not only on the increase in the stock but also on the amount of debt rolling 
over each year.  

Despite the overall decrease in financing requirement and AGS portfolio levels, interest 
payments on AGS have increased over the FE because of the increase in yields (circa 
150bp since March Budget). 

Also, we are recieving less proceeds on our issuance. Premiums have diminished 
compared to March budget and in many cases we are projecting to issuing at a discount 
on newer lines with very low coupon rates. We now require a higher Face Value amount 
of issuance to meet the same new financing requirement. 

Over the FE (to 2025-26), interest payments on AGS have increased by around $10.7 
billion compared to March Budget.



Baseline, High and Low are the absolute* numbers used for MT analysis in the Budget Doco. 
*not the % of GDP as presented in the doco. 

30/06/2023 30/06/2024 30/06/2025 30/06/2026 30/06/2027 30/06/2028 30/06/2029 30/06/2030 30/06/2031 30/06/2032 30/06/2033
Gross AGS Baseline 926,769         1,003,940         1,090,665         1,158,920         1,243,617         1,334,707         1,430,846         1,527,598         1,629,967         1,715,134         1,804,329         

High 926,769         1,005,902         1,100,011         1,180,018         1,277,340         1,380,626         1,487,462         1,596,086         1,715,880         1,817,699         1,923,408         
Low 926,769         1,001,476         1,079,824         1,134,840         1,206,885         1,285,471         1,370,089         1,455,504         1,542,226         1,612,746         1,688,118         
MYEFO 920,807         989,114            1,064,994         1,119,489         1,191,115         1,267,628         1,350,268         1,433,947         1,522,673         1,592,775         1,666,413         

30/06/2023 30/06/2024 30/06/2025 30/06/2026 30/06/2027 30/06/2028 30/06/2029 30/06/2030 30/06/2031 30/06/2032 30/06/2033
PDI Baseline 18,057-           21,491-              24,456-              31,700-              31,984-              38,950-              40,792-              45,291-              57,065-              62,848-              69,217-              

High 18,057-           21,623-              25,140-              33,405-              35,127-              44,025-              48,301-              55,338-              69,594-              78,140-              86,717-              
Low 18,057-           21,336-              23,657-              29,518-              27,848-              32,587-              32,291-              34,236-              43,229-              46,145-              50,782-              
MYEFO 17,173-           18,685-              20,073-              25,177-              23,310-              27,892-              27,850-              29,726-              38,114-              40,891-              44,617-              

30/06/2023 30/06/2024 30/06/2025 30/06/2026 30/06/2027 30/06/2028 30/06/2029 30/06/2030 30/06/2031 30/06/2032 30/06/2033
Baseline 2.19% 2.40% 2.76% 3.00% 3.22% 3.35% 3.47% 3.61% 3.78% 3.92% 3.99%
High 2.19% 2.44% 2.93% 3.39% 3.82% 4.11% 4.34% 4.55% 4.76% 4.92% 5.00%
Low 2.19% 2.37% 2.59% 2.64% 2.64% 2.62% 2.63% 2.69% 2.81% 2.93% 2.99%
MYEFO 2.06% 2.04% 2.12% 2.15% 2.19% 2.23% 2.31% 2.43% 2.59% 2.74% 2.86%

30/06/2023 30/06/2024 30/06/2025 30/06/2026 30/06/2027 30/06/2028 30/06/2029 30/06/2030 30/06/2031 30/06/2032 30/06/2033
Baseline 3.45% 3.76% 3.80% 3.75% 3.80% 3.88% 3.95% 4.02% 4.10% 4.16% 4.24%
High 3.45% 4.00% 4.54% 5.00% 5.25% 5.23% 5.21% 5.17% 5.15% 5.11% 5.09%
Low 3.45% 3.51% 3.05% 2.50% 2.35% 2.53% 2.70% 2.87% 3.05% 3.21% 3.39%
MYEFO 2.37% 2.21% 2.30% 2.20% 2.33% 2.53% 2.74% 2.92% 3.12% 3.30% 3.50%

Issuance Yield on all 
stock in the portfolio 

as at

Issuance Yield on 
New Stock during 

that year



Budget Yield Curve Assumptions

MYEFO 2021-22 MARCH BUDGET 2022-23 OCTOBER BUDGET 2022-23
3-Dec-21 17-Mar-22 6-Oct-22

Generic Bond Curve

1D 0.04                                        0.05                                        2.32                                        
1M 0.04                                        0.06                                        2.57                                        
3M 0.04                                        0.09                                        2.90                                        
6M 0.07                                        0.23                                        3.18                                        
9M 0.14                                        0.45                                        3.43                                        
1Y 0.21                                        0.59                                        3.10                                        
2Y 0.55                                        1.13                                        3.28                                        
3Y 0.95                                        1.63                                        3.43                                        
4Y 1.24                                        1.85                                        3.49                                        
5Y 1.38                                        1.96                                        3.54                                        
7Y 1.57                                        2.13                                        3.65                                        

10Y 1.77                                        2.27                                        3.77                                        
12Y 1.86                                        2.34                                        3.86                                        
15Y 2.08                                        2.49                                        3.96                                        
20Y 2.36                                        2.72                                        4.04                                        
25Y 2.43                                        2.80                                        4.03                                        
30Y 2.51                                        2.88                                        4.02                                        
32Y 2.54                                        2.92                                        4.02                                        
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Australian Office of Financial Management 

Section 1: Entity overview and resources 

1.1 Strategic direction statement 

The Australian Office of Financial Management (AOFM) is responsible for managing 

Australian Government debt and certain financial assets. It issues Treasury Bonds, 

Treasury Indexed Bonds and Treasury Notes (collectively called Australian Government 

Securities or AGS), manages the government’s cash balances and invests in financial assets 

as directed by government policy.  

The government requires that AOFM finance Budget deficits and maturing debt in 

a cost-effective manner subject to acceptable risk; ensure government cash outlay 

requirements are always met; and conduct its financing operations in a way that supports 

a well-functioning AGS market. The AOFM’s main financing instrument is Treasury 

Bonds but Treasury Indexed Bonds and Treasury Notes also play a role. 

The AOFM influences the cost structure of the debt portfolio chiefly through the maturity 

profile of Treasury Bonds that are issued. Issuance is undertaken according to an annual 

debt management strategy that aims to balance portfolio risks (such as future interest rate 

volatility and funding risks) and borrowing costs. Through its issuance and associated 

activities, the AOFM also aims to support domestic financial market integrity, stability and 

liquidity. The AOFM has lengthened the duration of its Treasury Bond portfolio over the 

last decade through longer term issuance and by extending the yield curve. Most issuance 

is achieved using competitive tenders. Where appropriate, the AOFM also undertakes 

issuance through syndications (large volume point-in-time transactions using a ‘book 

building’ process conducted by a panel of banks appointed by the AOFM).  

Between mid-2016 and early 2020 the AOFM conducted regular buy-backs of short-dated 

Treasury Bonds. This program aimed to reduce the size of bond lines ahead of their 

maturity dates; it was suspended in March 2020 when the RBA commenced its own large 

bond buying operations. The AOFM will review relevant market and financial system 

considerations each year to determine the appropriateness of restarting this program. 

Issuing Treasury Indexed Bonds facilitates diversification of the investor base. It has a 

heavy domestic (Australian based) investor focus. The AOFM aims to issue sufficient 

volumes to meet demand, and to support the liquidity and functioning of the market. 
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The AOFM manages the government’s cash balances to ensure it can meet all financial 

obligations when they fall due. Treasury Bonds and Treasury Indexed Bonds issuance 

tends to be at a relatively steady rate throughout the year. Therefore, fluctuations in the 

cash balances through the year are managed using deposits with the RBA and the issuance 

of Treasury Notes. Cash balance fluctuations arise from the difference in timing of revenue 

collections and outlays. The AOFM also maintains a ‘cash buffer’ to cover unforeseen 

circumstances, such as a large unanticipated change to forecasts or a temporary 

deterioration in financial market conditions that could impact the ability to issue AGS at 

any time.  

In April 2019 the then Government established the Australian Business Securitisation 

Fund (ABSF). The Structured Finance Support Fund (SFSF) was established as part of the 

Structured Finance Support (Coronavirus Economic Response Package) Bill 2020, in response to 

the COVID-19 pandemic. The AOFM is responsible for the administration of both funds.  

Australian Business Securitisation Fund 

The Australian Business Securitisation Fund (ABSF) is a $2 billion investment fund 

established by the Australian Business Securitisation Fund Act 2019. The policy aim is to 

enhance access to finance for small and medium-sized enterprises (SMEs) through targeted 

securitisation market investments. This will promote more competition between smaller 

lenders and the major banks and other lenders; and fill niche gaps in the lending market 

that are otherwise underserved in Australia. 

While the securitisation market for residential mortgages in Australia is well developed, 

the Australian SME securitisation market is constrained by a lack of scale. Low volumes of 

capital raisings tend to deter potential investors from committing to the task of due 

diligence needed to enter the market. The ABSF is used to invest in SME loan 

securitisations and over time this will help to establish a track record in lending against the 

type of collateral new to the securitisation market. It will also help SME lenders to obtain 

credit ratings and in turn promote broader investor interest. 
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Structured Finance Support Fund 

This Fund provides for up to $15 billion to facilitate continued access to funding markets by 

SME lenders impacted by the economic effects of the COVID-19 pandemic. In particular, 

smaller lenders were assessed as vulnerable to loss of access to funding from markets 

during the period of pandemic disruption. These smaller lenders did not have access to the 

RBA’s term funding facility. The policy aim of the Structured Finance Support Fund (SFSF) 

has been achieved through targeted government investments in structured finance markets.  

There are three key elements to the SFSF implementation strategy: 

• support new issuance of public securitisations sponsored by smaller lenders. This has 

included the AOFM purchasing existing securities through the secondary market, with 

the proceeds used by investors to facilitate participation in new primary transactions 

• invest in revolving warehouse facilities of small lenders (primarily to fill the gaps in 

existing facilities arising from investors exiting these arrangements; and/or being 

unable to meet additional funding calls; and/or being required to elevate the level of 

credit enhancement within the facilities they finance ostensibly to meet prudential 

regulation requirements) 

• establish a ‘forbearance trust’ to enable the SFSF to invest in trust-issued securities, the 

proceeds of which are advanced to existing warehouses and public securitisation 

vehicles of eligible small lenders against capitalised interest on loans that were in 

COVID-19 related hardship from April 2020 and March 2021, to provide liquidity 

support during the pandemic. 

1.2 Entity resource statement 

Table 1.1 shows total funding from all sources available to the entity for its operations and 

for delivery of programs and services on behalf of the government. 

The table summarises how resources will be applied by outcome (government strategic 

policy objectives), and by administered (on behalf of the government or the public) and 

departmental (for the entity’s operations) classification. 

For more detailed information on special accounts and special appropriations, please refer 

to Budget Paper No. 4 – Agency Resourcing. 

Information is presented on a resourcing basis (that is, appropriations/cash available) 

basis, whilst the ‘Budgeted expenses by Outcome 1’ tables in Section 2 and the financial 

statements in Section 3 are presented on an accrual basis. 
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Section 2: Outcomes and planned performance 

Government outcomes are the intended results, impacts or consequences of actions by the 

government on the Australian community. Commonwealth programs are the primary 

vehicle by which government entities achieve the intended results of their outcome 

statements. Entities are required to identify the programs which contribute to government 

outcomes over the Budget and forward years. 

Each AOFM outcome is described below, together with related programs. The following 

provides detailed information on expenses for each outcome and program, further broken 

down by funding source. 

Note: 

Performance reporting requirements in the Portfolio Budget Statements are part of the 
Commonwealth performance framework established by the Public Governance, 
Performance and Accountability Act 2013. It is anticipated that the performance measure 
described in Portfolio Budget Statements will be read with broader information 
provided in an entity’s corporate plans and annual performance statements – included in 
Annual Reports – to provide a complete picture of an entity’s planned and actual 
performance. 

The most recent corporate plan for AOFM can be found at:  
(https://www.aofm.gov.au/publications/corporate-plan). 

The most recent annual performance statement can be found at: 
(https://www.aofm.gov.au/publications/annual-reports). 
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Section 3: Budgeted financial statements 

Section 3 presents budgeted financial statements which provide a comprehensive snapshot 

of entity finances for the 2022–23 budget year, including the impact of budget measures 

and resourcing on financial statements. 

3.1 Budgeted financial statements 

3.1.1 Differences between entity resourcing and financial statements 

Departmental 

The comprehensive income statement (Table 3.1) includes resources received free of charge 

from the Australian National Audit Office for audit services. Departmental entity receipts 

as recorded in the entity resource statement (Table 1.1) exclude the estimated value of these 

services received free of charge. 

The AOFM’s estimated departmental expenses as shown in Table 2.1 are itemised in the 

departmental comprehensive income statement (Table 3.1). 

Administered 

The AOFM receives administered appropriations to meet operating expenditures and for 

capital expenditure purposes arising from managing the debt and asset portfolios. These 

are reflected in the entity resource statement (Table 1.1). The schedule of budgeted 

administered cash flows (Table 3.9) itemises these expenditures and classifies them into 

operating, investing, and financing activities. 

The AOFM’s estimated administered expenses as shown in Table 2.1 are itemised in the 

schedule of budgeted administered income and expenses (Table 3.7). 

3.1.2 Explanatory notes and analysis of budgeted financial statements 

Administered 

The AOFM produces budget estimates of Australian Government Securities (AGS) 

liabilities (debt) and certain financial assets. The projections of AGS debt are a consequence 

of forecasts arising from the expenditure, investment and revenue decisions incorporated 

in the Budget. Annual debt servicing costs on AGS debt are largely determined after 

considering changes in the volume of AGS debt over the projection period, yields on 

existing debt and technical assumptions about yields on new debt to be issued over the 

projection period.  

Estimated budgeting impacts of the ABSF and the SFSF are incorporated in the 

administered budgeted financial statements. 
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3 – Revenue from Government comprises Departmental annual operating 
appropriation as outlined in Note 2 of Table 1.1. 

4 – Change in asset revaluation for 2021-22 comprises a decrement to the AOFM’s 
asset revaluation reserve recognising an increase to the provision to make-good or 
restore the AOFM’s premises after expiration of it’s leasehold agreement (Canberra 
office only). No budget is provided for this item in the Budget and forward estimate 
years due to the infrequent nature of make-good revaluation.  

5 – Total comprehensive income/loss attributable to the Australian Government 
represents the surplus including depreciation. Note that financial sustainability is 
assessed against the surplus excluding depreciation. This aggregate is shown in the 
continuation of table 3.1 (next page).  
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2 – Total liabilities comprise supplier accrued expenses (in ‘Suppliers’), employee 
wages and salaries payable (in ‘Personal benefits’), lease repayments, annual and long 
service leave provisions (in ‘Employee provisions’) and the make-good/restoration 
provision (in ‘Other provisions’).  

3 – Total Equity is comprised of contributed equity, reserves and retained surpluses. 
Contributed equity is increased each period by the annual Departmental Capital 
Budget appropriation however, this figure has a negative carry due to the 
accumulation of repealed capital and operating appropriations in prior periods. 
Reserves comprise the asset revaluation reserve which can be applied to the 
revaluation of property, plant and equipment and its associated make-
good/restoration provision. The retained surplus is the opening retained amount plus 
the operating result during the period. A breakdown of equity movement for the 
Budget year is provided at Table 3.3 (next page).  
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Table 3.3: Departmental statement of changes in equity summary of movement 
(Budget year 2022–23)  

  

Retained 
earnings 

 
$’000 

Asset 
revaluation 

reserve 
$’000 

Other 
reserves 

 
$’000 

Contributed 
equity/ 
capital 
$’000 

Total 
equity  

 
$’000 

NOTE 

Opening balance as at 1 July 2022       
Balance carried forward from 
  previous period 39,070  315  -  (8,664) 30,721  

 

Adjusted opening balance 39,070  315  -  (8,664) 30,721   

Comprehensive income       
Surplus/(deficit) for the period 588     588   

Total comprehensive income 588  -  -  -  588  1 

of which:            

Attr butable to the Australian 
  Government 588  -  -  -  588  

 

Transactions with owners       
Contributions by owners       

Departmental Capital Budget (DCB) -  -  -  377  377  2 

Sub-total transactions with 
  owners -  -  -  377  377  

 

Estimated closing balance as at 
  30 June 2023 39,658  315  -  (8,287) 31,686  

 

Closing balance attributable to 
  the Australian Government 39,658  315  -  (8,287) 31,686  

 
3 

Prepared on Australian Accounting Standards basis. 

NOTES for Table 3.3  

1  - Total comprehensive income – the 2022-23 surplus after depreciation as per 
Table 3.1.  

2 – Departmental Capital Budget – as per 2022-23 in note 4 of Table 1.1. The 
allocation of the Capital Budget is shown in Tables 3.5 and 3.6.   

3 – Closing balance attributable to the Australian Government – as per ‘Total equity’ 
for 2022-23 in Table 3.2.  
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returned to the OPA (which mirrors the aforementioned ‘Sale of goods and rendering 
of services’).  

2 – Net cash from (used by) Investing Activities is comprised of cash used for the 
purchase of non-financial assets. For the Budget and forward estimate years, 
purchase of non-financial assets is assumed to be equal to the annual Departmental 
Capital Budget.  This ties back to non-financial asset cash purchases in Table 3.5 with a 
breakdown for 2022-23 provided in Table 3.6.  

3 – Net cash from (used by) Financing Activities is comprised of Departmental Capital 
Budget receipts (in ‘Contributed equity’) and payments on the lease liability. This ties 
back to new capital appropriations in Table 3.5.  

4 – Cash and cash equivalents at the end of the reporting period for actual and in 
estimates is $100k for each period. This ties back to the ‘Cash and cash equivalents’ in 
Table 3.2.    
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Table 3.6: Statement of departmental asset movements (Budget year 2022–23)  

  

Other 
property, 
plant and 

equipment 
$'000 

Computer 
software and 

intangibles 
 

$'000 

Total 
 
 
 

$'000 

NOTE 

As at 1 July 2022    
 

Gross book value  2,314  1,696  4,010   

Gross book value - ROU assets 4,820  -  4,820   

Accumulated depreciation/ 
 amortisation and impairment (527) (1,263) (1,790) 

 

Accumulated depreciation/amortisation  
 and impairment - ROU assets (877) -  (877) 

 

Opening net book balance 5,730  433  6,163   

Capital asset additions    
 

Estimated expenditure on new 
  or replacement assets    

 

By purchase - appropriation ordinary annual 
services (a) 187  190  377  

 

Total additions 187  190  377  1 

Other movements        

Depreciation/amortisation expense (99) (162) (261)  

Depreciation/amortisation on  
 ROU assets (292) -  (292) 

 

Total other movements (391) (162) (553) 2 

As at 30 June 2023     
Gross book value 2,501  1,886  4,387   

Gross book value - ROU assets 4,820  -  4,820   

Accumulated depreciation/ 
  amortisation and impairment (626) (1,425) (2,051) 

 

Accumulated depreciation/amortisation  
 and impairment - ROU assets (1,169) -  (1,169) 

 

Closing net book balance 5,526  461  5,987  3 

 Prepared on Australian Accounting Standards basis. 

a) ‘Appropriation ordinary annual services' refers to funding provided through Appropriation Bill (No.1) 
2022-23 for depreciation/amortisation expenses, Departmental Capital Budget or other operational 
expenses.. 

NOTES for Table 3.6 

1 – Total additions comprises non-financial asset additions by asset class. This ties 
back to Tables 3.5 and 3.4.  

2 – Total other movements comprises the depreciation charge by asset class. This ties 
back to ‘Depreciation and amortisation’ in Table 3.1.  

3 – Closing net book balance comprises the closing net book balance as per the 
balance sheet and ties back to ‘Property Plant and Equipment’ plus ‘Intangibles’ in 
Table 3.2.



























SENATE ESTIMATES HEARINGS  

OCTOBER 2023 BUDGET (NOVEMBER 2022 HEARING DATE) 

STATE & TERRITORY HOUSING ADVANCES ADMINISTERED BY THE AOFM 

Loan balances as at 30 June 2022 

State or Territory Principal Value 
Outstanding ($’m) 

NSW $658.5 

VIC $0.0 

QLD $216.1 

SA $163.5 

WA $289.0 

NT $133.3 

TAS $0.0 

TOTAL $1,460.4 

 

Loan waivers and early repayments of CSHA loans 

• The AOFM administers those CSHA loans made by the Australian Government from 1945 to 

1989. 

• Each loan was made on concessional basis for 53 years and credit foncier in nature. 

• A single principal and interest payment is due annually on 30 June. 

• Since the mid-1980s a number of Commonwealth advances to the States and Territories have 

been waived or repaid early. Waivers or early repayment requires agreement of the terms. 

• The usual principal applied to their early repayment during these episodes was for the 

economic value to be determined by using the Commonwealth’s bond rates (as opposed to 

the relevant State or Territory’s bond rates). 

o From records we identified: 

▪ in 1994 Tasmania repaid $80.6 million of CSHA loans at an agreed economic value 

using Commonwealth bond rates. 

▪ In 1999 Victoria repaid all of their CSHA loans at an agreed economic value using 

Commonwealth bond rates. 

• The exception to this practice has been the provision of specific financial assistance to a State 

or Territory. 

o From our records we identified that the Commonwealth and SA Government’s agreed 

an early repayment of $358 million in 1991. The economic value of the loans was 

determined using SA bond rates. This approach resulted in SA obtaining around $50 

million in financial assistance.    

• In 2013 the Commonwealth and SA Government’s agreed to the waiver of $320 million (in 

face value terms) of CSHA loans. The AOFM does not have any information on the nature of 

the agreement reached and the amount of financial assistance provided. 

• In 2019 the Commonwealth and Tasmanian Government’s agreed to the waiver of all CSHA 

loans (being $157.6 million in face value terms). The AOFM does not have any information on 

the nature of the agreement reached and the amount of financial assistance provided. 
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Australian Office of Financial Management
Syndicated Issuance Conducted
to 30 June 2022

Please note: In AOFM's 2021-22 Annual Report, Page 35 we set out Syndications for 2021-22 and
show Treasury bond raisings over the last 10 years by Tender and by Syndication.

Bond Line Financial Year Managers Allocated Volume ($b)
Fees Paid (incl GST)

$'m

Apr-27 2011-12 JLMs: Citi/DB/UBS
Co's: ANZ/CBA/WBC

                                   3.25 5.363

Apr-29 2012-13
JLMs: Citi/RBC/UBS
Co's :Bar/DB/WBC

                                   3.25 5.363

Apr-25 2012-13 JLMs: Citi/DB/UBS/WBC                                    4.00 6.600

Apr-33 2013-14 JLMs: ANZ/Citi/UBS
Co's: DB/JPM/WBC

                                   5.90 9.735

Apr-26 2013-14 JLMs: Citi/DB/UBS/WBC                                    7.00 11.550

Apr-37 2014-15 JLMs: ANZ/Citi/UBS/WBC                                    7.00 11.550

Jun-35 2014-15 JLMs: ANZ/CBA/DB/UBS                                    4.25 7.013

Jun-39 2015-16 JLMs: CBA/DB/UBS/WBC                                    4.00 6.600

Nov-27 2015-16 JLMs: ANZ/Citi/UBS/WBC                                    4.60 7.590

May-28 2015-16 JLMs: Citi/CBA/DB/UBS                                    7.00 11.550

Mar-47 2016-17 JLMs: ANZ/CBA/Citi/DB/UBS/WBC                                    7.60 15.048

Dec-21 2016-17 JLMs: ANZ/Citi/UBS/WBC                                    9.30 15.345

Nov-28 2016-17 JLMs: ANZ/CBA/DB/WBC                                 11.00 18.150

Jun-39 (tap) 2017-18 JLMs: BAML/UBS/WBC                                    2.30 3.795

Mar-47 (tap) 2018-19 JLMs: Citi/DB/TD                                    2.10 3.465

Nov-29 2017-18 JLMs: CBA/Citi/DB/UBS                                    9.60 15.840

Jun-39 (tap) 2017-18 JLMs: ANZ/CBA/NAB                                    1.70 2.805

May-41 2018-19 JLMs: CBA/TD/UBS/Westpac                                    3.60 5.940

May-41 2019-20 JLMs: CBA/UBS/JP Morgan                                    2.00 3.300

Nov-24 2019-20 JLMs: ANZ/UBS/DB/Westpac                                 13.00 12.870

Dec-30 2019-20 JLMs: Citi/UBS/ANZ/CBA                                 19.00 16.720

Nov-25 2020-21 JLMs: BofA/JP Morgan/UBS/Westpac                                 17.00 14.960

Jun-51 2020-21 JLMs: ANZ/CBA/DB/JP Morgan/UBS                                 15.00 18.150

Nov-31 2020-21 JLMs: CBA/Citi/UBS/Westpac                                 21.00 18.480

Sep-26 2020-21 JLMs: BofA/ANZ/DB/JP Morgan                                 25.00 19.250

May-41 2020-21 JLMs: NAB/TDA/Westpac/UBS                                    6.00 5.280

Nov-32 2020-21 JLMs: CBA/DB/Westpac/UBS                                 14.00 10.780

Nov-33 2021-22 JLMs: CBA/DB/NAB/UBS                                 15.00 13.200

Treasury Bonds                   244.450 296.291
By financial Year Average cents/hundred$

2009-10                                        -                                         -   

2010-11                                        -                                         -   

2011-12                                 3.250                                5.363 16.5                                       
2012-13                                 7.250                              11.963 16.5                                       
2013-14                               12.900                              21.285 16.5                                       
2014-15                               11.250                              18.563 16.5                                       
2015-16                               15.600                              25.740 16.5                                       
2016-17                               27.900                              48.543 17.4                                       
2017-18                               13.600                              22.440 16.5                                       
2018-19                                 5.700                                9.405 16.5                                       
2019-20                               34.000                              32.890 9.7                                         
2020-21                               98.000                              86.900 8.9                                         
2021-22                               15.000                              13.200 8.8                                         

Bond Line Financial Year Managers
Allocated Volume

($b)
Fees Paid (incl GST)

$'m

Treasury Bond Syndicated Issues

Indexed Bond Syndicated Issues
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20 September 2025 2009-10 JLMs: DB/RBS/UBS
Co's: Citi/JPM/WBC

                                   4.00 6.600

20 September 2030 2010-11
JLMs: JPM/RBS/UBS

Co's: BAML/Citi/CBA/DB
                                   1.30 2.145

21 February 2022 2011-12 JLMs: BAML/DB/RBS/UBS
                                   0.90 1.485

21 August 2035 2013-14 JLMs: BAML/DB/WBC
                                   2.10 3.465

21 August 2040 2015-16 JLMs: DB/UBS/WBC
                                   1.25 2.063

21 August 2040 2016-17 JLMs: DB/UBS/WBC
                                   0.70 1.155

21 November 2027 2017-18 JLMs: Citi/DB/UBS/WBC
                                   3.00 4.950

21 February 2050 2018-19 JLMs: Citi/DB/BAML/UBS/WBC
                                   3.75 6.188

21 November 2032 2021-22 JLMs: NAB/Westpac/UBS                                    3.25 2.860

Indexed Bonds                      20.250 30.911
By financial Year Average cents/hundred$

2009-10                                 4.000                                6.600 16.5                                       
2010-11                                 1.300                                2.145 16.5                                       
2011-12                                 0.900                                1.485 16.5                                       
2012-13                                        -                                         -   
2013-14                                 2.100                                3.465 16.5                                       
2014-15                                        -                                         -   
2015-16                                 1.250                                2.063 16.5                                       
2016-17                                 0.700                                1.155 16.5                                       
2017-18                                 3.000                                4.950 16.5                                       
2018-19                                 3.750                                6.188 16.5                                       
2019-20                                        -                                         -   
2020-21                                        -                                         -   
2021-22                                 3.250                                2.860 8.8                                         

TOTAL 264.700                           327.201                          Average cents/hundred$
2009-10 4.000                                6.600                              16.5                                       
2010-11 1.300                                2.145                              16.5                                       
2011-12 4.150                                6.848                              16.5                                       
2012-13 7.250                                11.963                            16.5                                       
2013-14 15.000                             24.750                            16.5                                       
2014-15 11.250                             18.563                            16.5                                       
2015-16 16.850                             27.803                            16.5                                       
2016-17 28.600                             49.698                            17.4                                       
2017-18 16.600                             27.390                            16.5                                       
2018-19 9.450                                15.593                            16.5                                       
2019-20 34.000                             32.890                            9.7                                         
2020-21 98.000                             86.900                            8.9                                         
2021-22 18.250                             16.060                            8.8                                         



Legal Authority for Syndication Fees 

Section 13A of the Commonwealth Inscribed Stock Act 1911 provides a standing appropriation to 
meet syndication and other specific costs arising from issuing and selling debt, and managing the 
debt portfolio.  Section 13A reads: 

 The Consolidated Revenue Fund is appropriated to the extent necessary for the payment of: 

(a) the costs and expenses incurred by the Commonwealth in relation to the issue or sale of 
stock, including but not limited to syndication fees; and 
 

(b) the costs and expenses incurred by the Commonwealth in relation to managing stock 
that has been issued or sold, including but not limited to: (i) registry fees; and (ii) 
clearing and settlement facility fees.  

 

Background 

In the past borrowing costs, such as syndication fees were met from standing appropriations 

contained in annual Loan Acts. 

➢ An annual Loan Act provided the authority to borrow, under the Commonwealth Inscribed 

Stock Act 1911 or the Loans Securities Act 1919, to meet expected fiscal deficits in the current 

financial year. 

➢ These Acts also provided an authority to use borrowed money ‘for the expenses of 

borrowing’. 

➢ The last annual Loan Act was assented in June 1996 for the 1996-97 financial year. 

During the period from 1997-98 to 2007-08 the authority to borrow, under the Commonwealth 

Inscribed Stock Act 1911, was provided by the Loans Redemption and Conversion Act 1921, but 

limited borrowing to the amount necessary for the purpose of paying off, repurchasing or redeeming 

any loan. 

➢ This Act remains in force and provides an authority to use money borrowed under the 

authority of the Act to meet ‘the expenses of borrowing’. 

➢ This Act does not provide authority to increase the volume of debt on issue. In 2008-09 with 

the onset of the GFC this Act did not provide the authority to raise new borrowings to 

undertake deficit financing.   

In July 2008, the Commonwealth Inscribed Stock Act 1911 was amended to provide an ongoing 

borrowing authority (which initially established a statutory debt cap, and which has since been 

removed), but no provision was made for borrowing costs in the Act. When this omission was 

identified in 2009 the then (Labor) Government committed to considering the need to amend the 

Commonwealth Inscribed Stock Act 1911 to provide a standing appropriation for meeting borrowing 

costs as part of the review of the Commonwealth’s borrowing legislation. 

In June 2011, Appropriation Bill (No.2) 2011-12 established a special appropriation in the 

Commonwealth Inscribed Stock Act 1911 for the costs and expenses incurred in relation to the issue 

or sale of stock and to manage stock that has been issued. 

➢ Section 13A was inserted into the Commonwealth Inscribed Stock Act 1911. 

➢ The explanatory memorandum stated (at paragraph 85) – “In undertaking these activities [the 

sale or issue of stock and the management of the debt portfolio] the Government from time 

to time incurs specific costs and expenses in relation to borrowing and debt management 

activities. These can include items such as syndication fees”. Paragraph 89 also states “The 

costs and expenses in relation to the issue or sale of stock is to provide for those costs directly 

associated with the issuance of stock, such as syndication fees”. 



SENATE ESTIMATES HEARINGS  

OCTOBER 2023 BUDGET (NOVEMBER 2022 HEARING DATE) 

RECEIPT OF GIFTS AND BENEFITS 

AOFM Employment Policy and Procedures (last updated 21 June 2017) on the receipt of 

hospitality 

• Hospitality that is considered ‘excessive’ should be declined. 

 

• Common sense needs to be applied in making a judgement as to ‘excessive’ offerings of 

hospitality. 

o The likely cost (the higher the cost the more likely it is to be assessed excessive). 

o The nature of the hospitality – travel or accommodation should not be accepted unless 

approved by the CEO, whereas offers of lunch or dinner are viewed as acceptable. 

o  The frequency or regularity of offers by an organisation. 

  

• Consideration also needs to be given to: 

o the relationship between the person or organisation and the AOFM; and 

o the timing of the hospitality relative to current or prospective dealings, particularly if 

these events are known in advance. 

  

• Hospitality should not be accepted where it would influence the professional judgement or 

independence of the employee or is likely to result in a perception of AOFM favouring a 

particular party. 

  

• Prior approval (if practical) for accepting hospitality should always be sought from a superior. 

If uncertain, the superior should consult their own supervisor or the CEO.  

 

• EG members can determine the appropriateness of offers themselves. 

 

• Any hospitality with an estimated value in excess of $350 should involve consultation with the 

CEO. 

 

• Excessive, inappropriate or persistent offers of hospitality should be discussed with the CEO 

for guidance on how to deal with such circumstances. 

 

• Hospitality should never be accepted from bidders during a procurement or tender process. 

 

• All offers of hospitality should be recorded on the spreadsheet for this purpose. 
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AOFM Chief Executive Instructions (also known as Accountable Authority Instructions): 

Section 6.6 Receiving gifts and benefits 

• Officials must not: 

o ask for or encourage the giving of gifts; and 

o accept a gift over $350 except in exceptional circumstances and must be referred to the 

CEO as soon as practicable. 

 

• Officials must not accept a gift or benefit which influences or could be perceived to influence 

that official’s decision or action on a particular matter. 

  

• Approval must be sought by Business Unit Heads before accepting a gift or benefit up to $350. 

 

• Gifts or benefits above $350 will require CEO approval prior to acceptance. 

 

• Regard should be given to APS Values and Code of Conduct in deciding whether to accept a 

gift. 

 

APSC Agency Head Gifts and Benefits Register 

• All agency heads are to publicly disclose all gifts and benefits accepted and valued over $100 

(excluding GST) where received in the performance of official duties. 

  

• This is to be done by publishing a register on the agency website on a quarterly basis. 

 

• A link to the register must be provided to the APSC for publication on their website. 

o  provided the APSC a link to our website on Tuesday 1 November 2022. 

  

• Gifts and benefits must be recorded on the (internal) agency register within 31 days of 

receiving the gift or benefit. 

o A number of entries on the AOFM register fall outside this time limit and are visible on 

the public register. 

  

• Although not a requirement, there is a ‘strong expectation’ that gifts and benefits received by 

staff over $100 (excluding GST) will also be published. 

o  AOFM publishes staff gifts and benefits received, but does not disclose their names. 

  

• AOFM records the total value of hospitality received by event – seen as a more appropriate 

way of reporting this type of benefit. 
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AOFM Opening Statement – Senate Estimates, 28 October 2020 
 

The unfolding impact of the pandemic was extraordinary for a number of reasons, 
not the least from the AOFM’s perspective because it brought with it extreme stress 
and volatility in global funding markets.  

 
The funding market dislocation in March this year materially constrained AOFM’s 
issuance capability for several weeks.  High-quality government bond markets 
globally were the last to close in the disruption and while investors had other assets 

to liquidate, for most of these assets there were no willing buyers, or market values 
didn’t effectively exist at the time. They therefore sold large volumes of government 
bonds. The domestic and investment bank trading arms, which sit between us and 

global funding markets, absorbed a lot of this selling.  Very quickly the banks reached 
their volume and risk limits, in turn meaning they would be unable to bid for 
meaningful volumes at AOFM bond tenders – for us this was like a river into the sea 

meeting a storm surge. 
 
The AOFM has long had in place a plan for a crisis in which funding market access is 

lost temporarily. This plan had two elements – one was to ensure always holding 
sufficient liquidity in the cash portfolio to cover around four weeks of forecast 
Government outlays – the other was to maintain the Treasury Notes market. 

Treasury Notes are short-term cash instruments that are expected to be in demand 
during periods of extreme market stress when investors will be avoiding interest rate 
and liquidity risk.  Both of these mechanisms allowed continued access to cash flow 
during the market dislocation. 

 
AOFM borrowing operations are referred to as primary market activity.  Secondary 
market activity is where banks acting as intermediaries buy from and sell to 

investors. The AOFM uses two approaches to access primary markets; both are 
common to sovereign issuer operations. The bulk of AOFM issuance is typically 
achieved through competitive tenders where issuance volume is set in advance and 

banks bid competitively for bonds. The volume on offer is progressively allocated to 
the lowest yield bids until the announced maximum is reached. Banks bid with 
varying motivations but in essence take bonds on the risk they will find buyers, and 

market valuations for that stock won’t move against them in the interim.  
 
Syndication is a method whereby the issuer can place bonds directly with investors 
and for this reason it allows for much higher volume transactions than do tenders. 

This method has most often been used for establishing new bond lines. In a 
syndication the AOFM does not set a fixed issuance volume and it has a degree of 
control over price. Syndications are attractive to investors who are able to access 

large volumes at a point in time and with confidence regarding price.  The process is 
technically complex and the AOFM appoints banks to run it under instruction. The 
risks associated with tenders and syndications are readily identifiable by AOFM but 

the relative costs of the two approaches are more difficult to determine  – 
syndications involve direct costs whereas establishing new bond lines over multiple 
tenders involves indirect costs.  
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The AOFM has established an unusually high number of new bond lines by 
syndication for such a short period since April.  This has been driven by risk 

considerations and the need for these new bond lines to accommodate the scale of 
the Budget financing tasks.  Furthermore, the rate at which financing has been 
required, and the uncertainty both in terms of the potential for further fiscal change 

and the ongoing possibility for further turmoil in funding markets has been 
unprecedented. 
 
The largest previous issuance program was $106B in 2016-17 and compared with the 

$90B required in the last quarter of 2019-20 alone, this highlights how little 
experience there has been on which to base expectations at each point in time since 
March for the near-term outlook.  Even during WWII, when the overall scale of debt 

accumulation by Australia was larger than what is currently forecast (as a percentage 
of GDP), the rate at which the fiscal response was required did not match the recent 
pandemic experience. 

 
From late March until recently, managing the cash portfolio has required: trying to 
understand the profile of outlays as the new fiscal programs were implemented; the 

extent to which the underlying Budget position was deteriorating due to economic 
contraction generally; and how funding markets would absorb the high rates of 
issuance required. The underlying objective was to rebuild a strong cash position in 

order to be well placed to deal with an uncertain outlook. As of last Friday 53 per 
cent of the $240B Treasury Bond issuance task for this year has been completed. 
Market conditions have been consistently favourable over the last six months and 
interest from offshore investors has been supported by slightly higher yields in the 

Australian Government Securities market relative to overseas competing markets. 
Moreover, high quality sovereign bonds in general have benefited from a ‘flight to 
quality’ as the global risk outlook continues to encourage conservative investment 

decisions across many institutions. 
 
Turning to the AOFM’s establishment of the Structured Finance Support Fund, the 

aim is to keep public securitisation markets open so that revolving warehouse 
financiers (for example banks who provide so-called ‘senior’ funding to smaller 
lenders) can be confident of continued market access. Detail describing the three 

approaches adopted by the AOFM to achieve this aim are available in the recently 
published AOFM Annual Report. However, by way of summary the Committee can 
note the following. One approach has involved public securitisation market support 
using the SFSF to invest directly in new primary issuance. The SFSF has also been 

used to invest in some secondary market securities, whereby the proceeds of those 
transactions are used by investors in support of new primary market issuance.  
 

Securitisation market conditions have steadily improved in recent months to the 
point where the need for AOFM support has diminished noticeably. To illustrate this 
point, all $1.4B of SFSF investments in public markets occurred between late March 

and the beginning of July. Of the 26 primary market transactions totaling $16.5B that 
AOFM has agreed to support since the last week of March, the last 15 transactions 
have been executed without calling on the AOFM commitment to invest.  
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In a second approach to using the SFSF the AOFM has so far agreed to make 

revolving warehouse investments of over $2.2B, which has helped to maintain 
around $15B of private sector funding to more than 30 smaller lenders. This market 
also appears to be improving over recent months, with a number of investors 

indicating a renewed willingness to invest in these facilities. 
 
Under the third approach, the AOFM has worked with industry through the 
Australian Securitisation Forum to establish a special purpose vehicle to provide 

lending, via SFSF investment, to Non-ADIs against capitalised interest on loans in 
Covid-19 related hardship. As well as providing secured funding to eligible lenders its 
availability alone has underpinned confidence in the broader non-ADI securitisation 

market. It is our understanding that this approach is without any comparative 
examples and is attracting interest from overseas markets. 
 

ENDS 
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INCOMING CEO BRIEF 

Commonwealth green bond issuance 

Green bonds 

• Green bonds are issued to finance assets or projects with environmental benefits. 

• Investors may be prepared to accept a lower yield for a green bond than they would accept 

for a standard bond. The difference between the yield of a green bond and the yield of a 

standard bond with otherwise identical characteristics is called a ‘greenium’. 

• Issuers of green bonds include sovereigns, semi-government borrowing authorities, 

supranational authorities, corporates and financial institutions. 

• The regulatory landscape for sustainable finance is not settled – for example, there is no 

universally accepted taxonomy of which assets qualify as ‘green’. 

Investor considerations 

• Environmental considerations do not currently factor heavily into sovereign bond investment 

decisions. However, these considerations are beginning to gain momentum. 

- The bulk of the AOFM’s investors are motivated by returns, credit quality and liquidity. 

• Investors are, however, increasingly engaging the AOFM on the Government’s climate policies.  

- There are no substantial concerns about the impact of climate change on the price of 

Australian Government Securities (AGS) or the Commonwealth’s creditworthiness. 

- The AOFM now provides details of the Government’s climate policies and commitments in 

investor information releases. 

• Some investors have recommended Australian Government green bond issuance.  

Work required to issue a green bond 

• There are significant financial and resourcing costs to establish and maintain a green bond 

program. 

- Resourcing would be primarily spread between Treasury and the AOFM. 

- New Zealand Treasury’s green bond implementation team advise that the project 

demands 8-10 people for a year before the first issue and the subsequent 1-2 years. 

- Ongoing reporting would require resourcing and coordination from across government. 
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• Based on the experience of sovereign peers, we estimate that a green bond could be issued 

around 12 months after a decision to implement a program. 

AOFM stance 

• We do not see a clear debt management rationale for green bond issuance.   

- A green bond would probably attract some new investors who would not buy standard 

AGS, but the volume of this demand is not expected to be material. 

- Investors advise us that they would not accept significantly lower yields for a green bond. 

 

• There does not seem to be a strong ‘market development’ rationale for the Commonwealth to 

issue green bonds.  

- The Australian green bond market is developing steadily already; it is not clear that 

sovereign issuance would accelerate or otherwise benefit this development. 

• The strongest case for green bond issuance is to promote the Government’s environmental 

credentials. This has been a primary motivation for many green bond issuers. 

• We will not issue a green bond before being directed to by the Treasurer. 

State of play 

• We have a process plan for establishing a green bond program and issuing a green bond.  

• We are monitoring market developments. 

- We have met many sovereign green bond issuers and banks that have worked with them. 

Treasury (Budget Policy Division) has been involved in some of these meetings. 

• Treasury has advised the Treasurer to ‘explore the possible benefits from issuing sustainable 

Australian Government bonds (once policies and frameworks to address climate change and 

track progress are in place).’ 
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2 November 2022 

 

LITIGATION  

Kathleen O’Donnell v Commonwealth of 

Australia and others 

Background 

On 22 July 2020 the Applicant lodged in the Federal Court of Australia (FCA) proceedings against 

the Commonwealth, the Secretary to the Treasury and the Chief Executive of the AOFM for 

failure of fiduciary duties, failure of duties of care, and breaches of the Australian Securities and 

Commission Act 2001 (ASIC Act) for not disclosing climate change risks in retail investor product 

disclosure documents for exchange-traded Australian Government Bonds. The Applicant lodged 

the pleadings as a class action. The Applicant is seeking declarations and an injunction to 

restrain the Commonwealth from selling exchange-traded Australian Government Bonds unless 

the Information Statements include additional disclosures of climate change risks. 

In June 2021 the Commonwealth lodged an application to strike-out the Applicant’s pleadings. 

On 8 October 2021 the FCA handed down its decision on the strike-out application. The 

Applicant’s pleadings for breach of fiduciary duty and breach of duty of care were struck-out.  As 

a result of the strike out application, the Secretary to the Treasury and the Chief Executive of the 

AOFM are no longer respondents in the case. The FCA has allowed the pleading as to misleading 

and deceptive conduct in financial product disclosure documents (under subsection 12DA of the 

ASIC Act) to proceed to trial, and for the proceedings to continue as a class action. 

The Applicant’s claim is focused on the allegation that the Commonwealth has failed to disclose 

material climate change price risk Information to those who have acquired certain exchange-

traded Australian Government Bonds. The Applicant claims that by failing to include information 

about climate change risks in Information Statements (prepared by the Commonwealth), the 

Commonwealth has engaged in conduct, and continues to engage in conduct, in relation to 

financial services that is misleading or deceptive, or is likely to mislead or deceive under the ASIC 

Act. It is asserted that this is because climate change risks could affect the future price at which 

the exchange-traded Australian Government Bonds in question are traded.   

On 16 December 2021 the Commonwealth filed its defence with the FCA. The parties shared with 

each other their proposed categories of documents to be produced by the by the 

Commonwealth and the Applicant by way of discovery. Agreement was reached on the majority 

of the discovery categories and the Court delivered its judgement on the disputed categories in 

June 2022.  Discovery processes formally concluded in early September 2022 (although, 

discovery obligations remain ongoing). 
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On 25 October 2022 a case management hearing was held. The FCA issued its Orders: 

• the Applicant has until 9 December 2022 to provide a 4th further amended statement of claim. 

• By 19 December 2022 the Commonwealth is to advise whether it opposes leave to file the 

claim. 

• A further case management hearing is set for 23 March 2023. 

   

The case is being managed by the Treasury and the Australian Government Solicitor and assisted 

by external legal counsel (Michael Hodge KC). Various agencies have also been assisting: 

including the AOFM; PM&C; Attorney General’s; the Department of Industry, Science and 

Resources; the Department of Agriculture, Fisheries and Forestry; and the Department of 

Climate Change, Energy, the Environment and Water. 

 

 

 

s 42

s 22



Page 1 of 2 

 

  

 
 

 

21 September 2022 

 

SANCTIONS AGAINST THE 

RUSSIAN CENTRAL BANK 
On the 24 February 2022 Russia invaded Ukraine. In response many in the international 

community introduced sanctions against Russia.  Sanctions are punitive measures not involving 

the use of armed force that target certain persons, entities or governments, and include an 

interruption to economic relations.  

Australia imposed significant sanctions against certain Russian entities and individuals. The initial 

response was rapid and was expanded a number times thereafter. 

• Australian has two separate sanctions regimes – legislation that implements sanctions giving 

effect to decisions of the UN Security Council (the Charter of the United Nations Act 1945) and 

sanctions imposed as a matter of Australia’s foreign policy (the Autonomous Sanctions Act 

2011). Sanctions against Russia were made via the latter regime. 

On 2 March 2022, the Foreign Minister designated an additional number of Russian entities and 

individuals under Australia’s sanctions laws. This included the Russian Central Bank for the first 

time. It was believed at that time that the Russian Central Bank held $8 billion of Australian 

Government Securities (AGS) through Euroclear (an international central securities depository 

regulated by EU law).  

• This was reported in the press (https://www.canberratimes.com.au/story/7641654/treasurer-

concedes-australia-will-pay-interest-on-bonds-held-by-russia/). 

The AOFM attempted to confirm the existence of AGS holdings by the Russian Central Bank 

directly with Euroclear and Clearstream (also an international central securities depository 

regulated by EU law), and through their sub-custodian agents in Australia. However, we were 

unsuccessful in our attempts. 
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26 September 2022 

 

LEGAL FRAMEWORK IN WHICH 

THE AOFM OPERATES 

AOFM is an administrative entity within 

Commonwealth 
On 1 July 1999 the AOFM was established as an administrative entity within the Commonwealth 

in the Treasury Portfolio. It is a listed non-corporate Commonwealth entity under the Public 

Governance, Performance and Accountability Act 2013 (PGPA Act), and is legally part of the 

Commonwealth of Australia. 

The AOFM CEO is the Accountable Authority of the AOFM under the PGPA Act. As well as having 

general duties and obligations applicable to all AOFM officers, the CEO is responsible for: leading 

and governing the entity, ensuring the proper use and management of public resources, 

achieving the AOFM’s purposes, ensuring the financial sustainability of the AOFM, and assisting 

the Treasurer (including through Treasury) to discharge their responsibilities.   

• The AOFM was not established by its own legislation and has no separate legal existence from 

the Commonwealth. 

• When the AOFM enters into legal relationships, such as contracts, it does so as the 

Commonwealth, and in turn the Commonwealth is bound by any obligations entered into by 

the AOFM. 

• The nature and extent of the authority that AOFM officers (including the CEO) may have to 

enter into a contract or to conduct a specific activity on behalf of the Commonwealth is to be 

determined in accordance with constitutional rules.  

The AOFM is not a department of state 
Through the Administrative Arrangement Orders the Governor General appoints ministers and 

establishes departments of state and allocates responsibilities to them. The Treasury is a 

department of state and is responsible for administering borrowing legislation and for 

‘borrowing money on the public credit of the Commonwealth’ (as per subsection 51(iv) of the 

Constitution).  

The CEO is accountable to the Treasurer and the Secretary to the Treasury in relation to debt 

management and other responsibilities assigned to the AOFM. 

• The AOFM is not a department of state, and forms part of the Treasury. 

FOI 3206 
Document 15



Page 2 of 3 

 

• Accordingly, the AOFM is not a separate APS agency under the Public Service Act 1999 (the PS 

Act). The AOFM is a part of Treasury under the Act, and the Secretary to the Treasury is the 

employer of AOFM staff on behalf of the Commonwealth.    

The authority to exercise power 
Generally, ordinary and well recognised functions of government do not require legislative 

authority (i.e. exercising executive powers). However, matters within the legislative powers of the 

Constitution (under section 51) must be supported by statutory authority in legislation passed by 

Parliament (i.e. exercising legislative powers). Borrowing money is a legislative power, and 

accordingly must be authorised by borrowing legislation. The primary legislative regime for the 

Commonwealth’s borrowing activities is the Commonwealth Inscribed Stock Act 1911 (the CIS 

Act). 

When Parliament establishes a statutory power in legislation it vests that power in an individual 

or body who is then able to exercise it. The exercise of the power must be made by the person 

who has that power. There are a few exceptions to this rule. 

• Firstly, where the legislation provides an express power to delegate or authorise the power to 

another person or persons. In this instance, the delegate or authorised person can exercise 

the power in their own right.  

• Secondly (unless expressing prohibited or as a matter of interpretation it is evident that the 

power was intended to be exercised personally) an official can use an implied (common law) 

power to authorise an official to exercise a power. In this instance the power is exercised for 

and on behalf of the authoriser. Routine administrative powers are most amenable to 

common law (non-statutory) authorisations. Authorisations can be express or implied. 

However, a written authorisation provides greater certainty. 

• The choice of delegate or authorised officer, especially where specialist skills are required, 

needs to be reasonable. 

• A power that is delegated or authorised can still be exercised by the delegator or authoriser 

respectively. 

• Delegations and authorisations can be made in favour of nominated individuals or to persons 

holding a specific position. 

• Statutory delegations and authorisations do not automatically cease because there is a 

change in the identity of the person who is the delegator. However, common law 

authorisations do cease in such instances. 

Instruments of delegation and authorisation 
There are several instruments of delegation and authorisation in place to provide the AOFM CEO 

and certain AOFM officials with the ability to exercise various powers, including in relation to 

financial management, debt management and the management of the ABSF and the SFSF. A few 

examples are as follows. 

• Under the PGPA Act: the Finance Minister has delegated certain statutory powers to the 

accountable authorities of non-corporate Commonwealth entities. 
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• Under the CIS Act: the Governor General has delegated certain statutory powers to the 

Treasurer. The Treasurer has delegated and authorised certain statutory powers to officials 

holding nominated positions in the AOFM and the RBA. 

• Under the PS Act: the Secretary to the Treasury has delegated certain statutory powers to the 

AOFM CEO in relation to matters arising from terms and conditions of employment for AOFM 

staff. 

In addition, the AOFM CEO has issued the ‘delegations and authorisations relating to resource 

management’ to delegate or authorise various powers to officials holding nominated positions in 

the AOFM. 

Spending of public money 
The authority (either through the exercise of executive power or legislative power) to conduct 

certain activities or to enter into certain arrangements, is a separate issue as to whether 

authority exists to make payments of public money. An appropriation must be available to make 

payments. Also, except in limited circumstances, an appropriation is not a source of spending 

power.   
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Additional Budget Estimates 2022-23 

  
TOPIC:  2022-23 OCTOBER BUDGET – BALANCE SHEET COMMITMENTS 
 
CONTACT OFFICER:   Leigh Cunnington 

_______________________________________________________________________ 
Key messages 

• Since PEFO, the headline cash balance (HCB) has improved by $29.4b over the forward 
estimates, less than the $42.7b improvement in the UCB. The difference is driven by the change 
since PEFO of net cash flow from investments in financial assets for policy purposes, including: 

– Net decrease in student loan cash flows: (-$4.7b), reflecting a reduction in projected 
repayment rates following an Australian Government Actuary review 

– Net decrease in cash flows from NBN compared with March Budget estimates (-$3.4b), 
reflecting additional equity investment in NBN ($2.4b) and a $1b reduction in expected 
loan repayments over the forward estimates (this payment was made in 2021-22)  

– Net decrease in cash flows due to CEFC loans and investments (-$4.1b). This includes 
additional loans and investments CEFC will provide in relation to Rewiring the Nation. 

• Investments in financial assets for liquidity purposes do not directly impact the UCB or HCB, 
but still need to be financed through debt issuance. Net cashflows from these investments 
decreased by $19.1b over the forward estimates since PEFO. Main drivers of this deterioration 
include: 

– Allowance for the Housing Australia Future Fund (HAFF), around $10b.  

– Budget updates relating to the Future Fund Management Agency. Further questions 
relating to this update should be directed to the Department of Finance. 

Background  

• The HCB adjusts the UCB to include net cash flows from investments in financial assets for 
policy purposes. 

• Acquisition of financial assets for policy purposes, such as loans and equity investments – the 
type that will eventually be made in the Rewiring the Nation measure – increases the headline 
cash deficit and requires additional debt issuance, increasing gross debt and interest payments.  

• The acquisition of financial assets for liquidity purposes – assets acquired for the purpose of 
earning a return which may subsequently finance a particular program – such as the Future 
Fund and the new Housing Australia Future Fund, do not directly impact HCB. These 
investments still require additional debt issuance. 
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• In the cash flow statement as an increase in net cash flows from financing
activities.

The NRF is expected to generate revenue from investments, which will be quantified as 
part of the policy and legislation design of the NRF, following public consultation.  

The National Reconstruction Fund – establishment measure in BP2 (p153) states the 
Government will create a $15b fund.  

 

See Issues Brief – Establishing A National Reconstruction Fund for more information. 

The NRF is modelled in the MT broadly based on PBO modelling. Further queries should be 
directed to the Department of Industry, Science and Resources, or the Department of 
Finance.  

This Budget provisions a 
$324.6m UCB impact over 
4 years from 2022-23 to 
establish the Help to Buy 
scheme to assist people 
on low to moderate 
incomes to purchase a 
new or existing home with 
an equity contribution 
from the Government.  

 
  

The Safe and Affordable Housing measure description in BP2 (p191) states the Government 
will provide $324.6 million to establish the Help to Buy scheme. 

 

See Issues Brief – Election Commitments for more information. 

Help to Buy is modelled in the MT based on Treasury modelling. 

*Balance sheet commitments are reflected in the general government sector balance sheet and cash flow statements found

in Budget Paper 1, Statement 10: Australian Government Budget Financial Statements, Tables 10.2 and 10.3.

Questions and Answers 

If asked: Where in the Budget papers can I find a debt profile of borrowing for the Government’s very 
significant balance sheet commitments? 

The Government’s borrowings are reflected, in aggregate, as a liability on the balance sheet 
(BP1 p323), specifically Government securities. This includes borrowing to finance balance sheet 
commitments. Borrowings for the balance sheet commitments are also reflected in gross and net 
debt estimates (BP1 p218;223). Specific debt profiles for each balance sheet item are not available, 
either because the commitments have not yet been finalised (eg. NRF), or because the committed 
funding profiles are subject to negotiations (eg Help to Buy scheme). Further detail on each of the 
commitments can be found in BP2 – page references provided in the table above. 

If asked: Why hasn’t the borrowing requirement across the forward estimates decreased by as much 
as the UCB since PEFO? 

This primarily reflects financing for the Government’s balance sheet commitments – see key 
messages for more information. 
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