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Letter of Transmittal

65 Martin Place
W RESERVE BANK OF AUSTRALIA Sydney NSW 2000

GPO Box 3947
Sydney NSW 2001

Philip Lowe +61 2 9551 9507
GOVERNOR lowep@rba.gov.au

29 September 2022

The Hon Dr Jim Chalmers MP
Treasurer

Parliament House
CANBERRA ACT 2600

Dear Treasurer
RESERVE BANK OF AUSTRALIA ANNUAL REPORT 2022

In accordance with section 46 of theblic Governance, Performance and Accountability
Act 20131 am pleased to submit the Reserve BankOs Annual Report for 2022 for presentation to the
Parliament.

Yours sincerely,

z
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The past year has seen the return of high inflation as a major policy concern globally. This follows
pandemic-related supply-side disruptions, RussiaOs invasion of Ukraine and significant monetary and fiscal
policy stimulus during the pandemic. The Reserve Bank Board is committed to making sure that the
current period of higher inflation in Australia is only temporary and that inflation returns to the 2 to

3 per cent target over time.

The past year has also seen a welcome decline in unemployment, with the unemployment rate the lowest
it has been in nearly 50 years. This is a significant achievement and is one of the legacies of the policy
support provided during the pandemic. Labour force participation has also risen and a higher share of
Australians have a job today than ever before. The societal and economic benefits of this should not be
understated in supporting the economic welfare of Australians.

The combination of higher inflation, a strong labour market and the underlying resilience of the economy
has meant the Board has increased interest rates earlier, and more quickly, than previously expected. The
monetary policy support implemented over the past couple of years has helped insulate the economy
from the worst effects of the pandemic, but the challenge facing monetary policy has now changed. The
task ahead is to return inflation to target while keeping the economy on an even keel. It is possible to do
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this, but the path is a narrow one and clouded in uncertainty, not least because of developments
elsewhere in the world.

The rise in bond yields that has accompanied the stronger economy and higher inflation has resulted in
significant valuation losses on the BankOs holdings of government bonds. As a result, the Bank has
recorded an accounting loss of $36.7 billion this year, which has reduced its equity to negative

$12.4 billion. This negative equity position does not affect the BankOs operations or its ability to operate
effectively or perform its policy functions.

The Board expects that the BankOs capital will be restored over time due to positive underlying earnings
and capital gains when bonds mature. Accordingly, it has not sought a capital injection from the govern-
ment. Instead, the BoardOs strong expectation is that future distributable earnings will be retained by the
Bank to restore its capital, rather than paid as dividends to the government. The Treasurer has indicated his
support for this approach, noting the situation will be reviewed each year.

The Government has announced an independent review of AustraliaDs monetary policy arrangements and
the Reserve Bank. The Board and the BankOs staff welcome this opportunity to take stock and make sure
that AustraliaDs monetary policy arrangements are fit for purpose for the challenges ahead. We look
forward to listening and learning from the perspective of others. We are also undertaking internal reviews
of our policy measures during the pandemic, including the yield target, the bond purchase program and
forward guidance.

The Reserve Bank is the banker to the Australian Government and during the year processed the govern-
mentOs pandemic assistance payments and the disaster recovery payments following the east coast floods
It did this using AustraliaOs real-time fast payment system, which allows money to be paid into bank
accounts 24 hours a day, seven days a week. Bank staff have also been working closely with Services
Australia to help deliver new and innovative payment solutions.

More broadly, the payments landscape is changing rapidly with new technologies and business models. In
its capacity as supervisor and regulator of the payments system, the Bank is devoting considerable
resources to ensuring that safety and efficiency continue to underpin the evolving payments landscape.
The Bank is engaged in global efforts to lower the cost, and improve the efficiency, of cross-border
payments. We are also examining, in conjunction with industry partners and other central banks, the case
for a central bank digital currency.

The Reserve Bank staff have continued to work tirelessly in the public interest over the past year, while
dealing with the interruptions caused by the pandemic. As an organisation, we are devoting significant
resources to cybersecurity and technology stability to ensure our IT systems remain secure and resilient.
We are also investing in data management so that we can better harness the power of data. We remain
committed to being open and transparent and to explaining our decisions. We are also continuing to
broaden our engagement with the community and to invest in public education resources for students
and teachers of economics.
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The Reserve Bank is staffed by people who have a strong commitment to serving the public interest. They
do their jobs with calm professionalism and to a very high standard. The past year has been another
challenging one, but the staff have been more than up to the task. Once again, the Board joins me in
thanking the BankOs staff for their dedication and for their contribution to the welfare of the Australian
people.

Db foera

Philip Lowe
Governor

7 September 2022
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Our Rle

The Resere Bank isustrali® central bankas established under isigtion. fie Bank has #vboad
responsibilities:

¥ determine and implement monetgrpolicy in pursuit of pce stabiliy and full emplgment
¥ foster the stabili of the financial syan

¥ suppot a secue, stable and efficient pments sysm

¥ deliwer efficient and efttive bankng sewices b the Aistralian @vemment

¥ provide secue and eliable Aistralian bankotes

The Resere Banl® mission isotpromote the economic wifae of the Aistralian people tlmugh our
monetary and financial policies and operatio@sir vision i®tbe a vorld-leading central bank that is
trusted Pr our analysjsevice deliery and policiesAs pat of our stratgic plan, the Bank has sigds
areas which ae outlined futher in the Bar@ @rporate Ran br2022/23to 2025/26" The most
important focus aga is etuming inflation 6 the 2to 3percent taget over time whiledstering
sustainable economiagwth. Suppoting the evolution of pgments is also an impgant focus aea,
while the emaining straggic focus aeas of peopletechnology esilience data management and
communication effctiveness a& intended b stengthen our capabiltto deliver successfully on our
mission and &y objedives The Bank willeconsider the stragic focus aeas in light of the findings of the
independent Rview of the Rsere Bankwhich will ppduce a finalaport by March 2023 (see chagton
@Govemance and AcountabiliyO).

Price stability and full emplyment

The Resere Banl® esponsibiliy for monetay poligy is set out in séion 10(2) of thé&eseve Bank &
1959 which stags:

It is the dytof the &eve Bank Bodrwithin the limits of itsygos b enswg that the monetaiand bankg
poligy of the Bank isedied b the geaiest adantage of the people of Aalstrand that the pers of the
BankE are eerised in such a manneriashe opinion of thes@ve Bank Baodrwill bestontribue b:

(a) the stabilitof the cueng/ of Ausdtia,;
(b) the maimtnane of fukmplymentin Austlia; and
(c) the eemomic posperiy and wlfare of the people of Aalédr.

In suppot of this theStaement on thedBduct of Monetalicy confirs the Ban® continuing
commitment b achiering consumer pce inflation bewveen 2and 3percent, on aerage over time

[1] See RBA (202Xofporaie Ran2022/2%
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Resewne Bank of Astralia Srategic Plan

September 2022

Mission
To promote the economic welfare of the Australian people through our monetary and
financial policies and operations

Key Objectives

o

Price stability | The stability | A secure, stable | The delivery of The provision

and full of the and efficient efficient and effective of secure

employment | financial payments banking services tothe | andreliable
system system Australian Government | banknotes

Vision

To be a world-leading central bank that is trusted for our analysis, service delivery and policies

Strategic Focus Areas

o~ W & |5 GF

Return inflation Supportthe | Attractand Strengthen | Harness | Ensure we

to the target evolution of | maintaina the the communicate

over time payments high-quality resilience of | power effectively in
and innovative | technology [ ofdata | achanging
workforce services world

Values

Promoting the public interest, integrity, excellence, intelligent inquiry and respect

consisent with its duties under theeRere Bank &t. The flexible mediumerm inflation taget undepins
the monetay poliey framevork in Aistralia. Since the ¢&afi990sit has mvided the dundation ér the
Bank ¢ achieve its monetay poligy objedives including ly providing an anchorof inflationexpedations

Achieving the inflation taget presewres the value of moryeand facilitas stong and sustainablergwth
in the econorny over the longerem. This helps businesses and householdsersdund inestment
decisionsundepins the ceation of jobs and pteds the saings of AistraliansSustaining higamploy-
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mentmeans not only do merpeople hae jobs but they also hee betier oppotunities in li. Hgh raes
of unemploymentare costly ér the econony and hut our sociey.

Monetary policy decisions arimplemened though the Ban® operations in domestic financial heis
Operations in financial niets ae also unddaken o ensue the stable furtgning of the financial
sysem, including i ensuing thee is sufficient liquiditin the domestic monemaket.

The Ban® monetay polioy framavork, including theStaement on thedBduct of Monetar®licy, is being
consideed by the independent &iew of the Rsere BankThe Teasuer has confined that all existing
arangements willemain in place until theeview is complegd.

The stability of the financiakystem

Giwen the seibus damaged employmentand economic pyspeity that can be causedytdinancial
instabiliy, the Rsere Bank £t has long had an implied man@gtb pursue financial stabylithis
responsibiliy is included in th&taement on theddduct of Moneta®licy. The Bank also has specific
responsibiliy to oversee financial miget infrastrutures that could hae implicationsdr financial stabiljt
(see belw).

We work with other egulabry bodies ¢ foster financial stabilit The Gvemor chairs the @uncil of
Hnancial Bgulabrs CFR), which imgs bgether the Rsere Bankthe Aistralian Rudential Rgulation
Authority, the Australian 8cuities andrvestments @mmission and the dstralian feasuy. The CFR is a
non-statubry body whoseale is b promote the stabily of the Aistralian financial sgsh and suppadr
effective and efficientagulation ty the financialegulabry agenciesthe CFR dves on the expdise of
other non-membegovemmentagencies wher apppopriate, and meets jointly with theutralian
Competition and Gnsumer @mmission, the éstralian fansaton Reports and Analysise@tre
(AUSTR@) and the Astralian axation @fice at least annuallg tiscuss lwader financial séar polic
matters The Banl® central position in the financial gyst and its position as the ultiregiovider of
liquidity to the systm, gves it a ky ole in financial &is management, in conjuti@n with the other
members of the CFR.

A secug, stable and efficiehpayments system

There ae several distintaspeds  the Rsewe Ban® ple in the pgments systim, including those of
policymaler, egulabr, overseer and supeisor and avner and operair of key national pgmentsinfras
tructure.

In relation b the poliggmaking ole, it is the dut of the Byments $sem Bard to ensue that the Rsewe
Bank® payments sysim polig is diected o the geatest advantage of the people afigtralia, andot
ensue that the pevers of the Bank under tiayment Sysins (Bgulation) ét 199&nd thePayment
Systms and NettingX199&e eercised in a wathat, in the 8ad® opinion, will best coribute to:

¥ controlling fisk in the financial sgsh
¥ promoting the efficieng of the pgments systm

¥ promoting competition in the maaet for payment sevices consignt with the werall stabilit of the
financial sysim.

In addition, it is thedgments $sem Bard® duly to ensue that the pevers and funtons of the Bsere
Bank under &t 7.30f the Corportions At 200k exrcised in a wathat, in the 8ard® opinion, will best
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contribute to the overall stabili of the financial sy&ih. Tiese pavers and funtons elatk to the
supewision of central countparties and secities settlement facilitiesvhich ag key components of the
infrastruture that suppots financial méets The Banl® payments poliy aea also as as verseer of
Australi® high-value pament systm D the &sewe Bankriformation and fansér §sem (RIS).

Our operationalale in the pgments systm is eficted thiough the Ban® ovnership and management
of RIE (including thedst ®&ttlement ®rvice (FSS)), which is usgdlnks and other appred
institutions b settle their pgment obligations efficiently on @al-time goss settlement basidis
ensues that thee is no build-up of settlement obligations assedatith high-value transéions and
thereby promotes the stabiljt of Aistrali® financial systn.

The delivery of efficiert and efective bankng sewices b the
Australian Government

Insofar as thed®nmonwealth of Aistraliaequires it b do sqg the Rsexwe Bank must a@s bankr br the
Commonwealth. Ougovemmentbanking sevices boadly compise o adivities: management of the
Govemment® coe accounts: and the transmmal bankng sevices ve povide b Australiargovemment
agenciesh common with mawg other central bankswe also povide bankng and custdy sevices b a
number of werseas central banks and official institutidms bankng sewices ofred o the Aistralian
Govemmentand other central banks includeypaents and collg@ns, as ell as general account
maintenance andeporting.

The provision of secue and eliable bankotes

We ae esponsibledr the issugrissue and cancellation afigtralian bankotes Our pimary puipose in
carying out thisole is 6 maintain the capagitof Aistralian bankotes b provide a saf, secue and
reliable means of ganent and stre of valueWe work with our wholly wned subsidiar, Noe Rinting
Australia Liméd (NR), b desigh and poduce bankotes NR also ppvduces bankotes br other
countiies as wll as Astralian passpts and other secity products. W distibute bankotes b financial
institutions monibr and maintain bamote qualiy in ciculation and withdra unfit bankotes fom
circulation. v
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Governance and Accountabillity

The Reserve Bank is an independent central bank, accountable to the Parliament of
Australia. The Bank has two boards: the Reserve Bank Board, which has responsibility for
monetary and banking policy; and the Payments System Board, which has responsibility for
payments system policy.

Some aspects of the Reserve BankOs governance and accountability arrangements
(including the Reserve Bank Board structure) are being examined as part of an independent
review of AustraliaOs monetary policy arrangements. The Review of the Reserve Bank will
exclude the BankOs payments, financial infrastructure, banking and banknotes functions. Th
Treasurer has confirmed that all existing arrangements will remain in place until the Review
is completed in March 2023.

Governance

The Reserve Bank is a body corporate distinct from the Commonwealth of Australia. This body corporate,
established under theommonwealth Bank Act 18mdl continued in existence under tBemmonwealth

Bank Act 194®as preserved and continued in existence with the name OReserve Bank of Australiad under
the Reserve Bank Act 195@ Reserve Bank is a corporate Commonwealth entity unékerlice

Governance, Performance and Accountability AGRGER3Act).

The Reserve BankOs two boards have operational independence under the Reserve Bank Act to determine
the policies of the Bank so as to achieve the objectives set out in the Act. In terms of monetary policy, the
Statement on the Conduct of Monetary,Rdiapdated from time to time, has recorded the common
understanding of the Governor, as Chair of the Reserve Bank Board, and the Australian Government on ke
aspects of AustraliaOs monetary and central banking policy framework since 1996.

Under the Reserve Bank Act, the Bank is managed by the Governor, who is also the Chair of the Reserve
Bank Board and the Payments System Board. The Governor is the Oaccountable authority® under the PGF
Act. The Governor is assisted in fulfilling his responsibilities to manage the Bank by the Executive
Committee and the Risk Management Committee (see chapter on OManagement of the Reserve BankO).

Note Printing Australia Limited (NPA) is a wholly owned subsidiary of the Reserve Bank. NPA operates
under a charter reviewed and approved annually by the Reserve Bank Board.

RESERVE BANK OF AUSTRALIA ANNUAL REPORT b 2022
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Reserve Bank of Australia Governance Structure
August 2022

Reserve Bank Board

The responsibilities of the Reserve Bank Board are set out in the Reserve Bank Act, which states that the
Board has power to determine the policy of the Bank in relation to any matter, other than its payments
system policy. It is the duty of the Board to ensure that the monetary and banking policy of the Bank is
directed to the greatest advantage of the people of Australia.

The Reserve Bank Board comprises nine members: the Governor (Chair); the Deputy Governor (Deputy
Chair); the Secretary to the Australian Treasury; and six other non-executive members appointed by the
Treasurer. New appointments to the Board are made by the Treasurer from a register of candidates
maintained by the Secretary to the Treasury and the Governor. Attendance by members at meetings of
the Board during 2021/22 is shown in the table below, and members® qualifications and experience are
provided in the chapter on the OReserve Bank BoardO.

The Reserve Bank Board usually meets 11 times a year, on the first Tuesday of each month except in
January. Five members form a quorum for a meeting of the Board. Consistent with the Reserve Bank Act,
the Board makes decisions by a majority of the members present, with the Chair having a casting vote, if
necessary.

RESERVE BANK OF AUSTRALIA
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Reserve Bank Board Meetings B 2021/22

No. of meetings No. of meetings eligible

attended to attend
Philip Lowe (Governor) 11 11
Guy Debelle (Deputy Goverrigl)
Michele Bullock (Deputy Gover®r)
Steven Kennedy (Secretary to the Australian Treasury) 11 11
Mark Barnaba 11 11
Wendy Craik 11 11
lan Harper 11 11
Carolyn Hewson 10 11
Carol Schwartz 11 11
Alison Watkins 11 11

(@ Guy DebelleOs term on the Board ended on 16 March 2022.
(b) Michele BullockOs term on the Board commenced on 2 April 2022.

Reserve Bank Board meetings are usually held at the Reserve BankOs Head Office in Sydney. The Board :
aims to meet in two other Australian cities each year. However, owing to the COVID-19 pandemic and
domestic travel restrictions, in 2021/22 five meetings were held via videoconference, four meetings were
held via hybrid arrangements with some members participating remotely, two meetings were held at the
BankOs Head Office in Sydney, and no meetings were held interstate.

The Reserve Bank Board has an Audit Committee and a Remuneration Committee, whose activities are
described below.

Audit Committee

The Audit Committee is constituted as a subcommittee of the Reserve Bank Board. The Audit Committee
assists the Governor (as the Reserve BankOs accountable authority) and the Reserve Bank Board to fulfil
certain obligations under the Reserve Bank Act and the PGPA Act, namely:

¥ it assists the Governor and the Reserve Bank Board by reviewing the appropriateness of the Reserve
BankOs financial reporting, including the financial statements in the annual report

¥ it assists the Governor by reviewing the appropriateness of the BankOs:
performance reporting, including the annual performance statement in the annual report

systems of risk oversight and management
systems of internal control.
The charter of the Audit Committee is published on the BankOs Website.

Membership of the Audit Committee comprises two non-executive members of the Reserve Bank Board,
one of whom chairs the committee, and two external members, typically former senior audit partners of
major accounting firms with extensive experience in auditing in the finance sector. Attendance by

[1] See RBA (2021), OReserve Bank Board Audit Committee CharterO, September.
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members at meetings of the Audit Committee during 2021/22 is shown in the table below, and membersO
qualifications and experience are provided in the chapter on the OReserve Bank BoardO.

Audit Committee Meetings b 2021/22

No. of meetings attended No. of meetings eligible to attend
Mark Barnai@ 4 4
Sandra Birkensleigh 4 4
Rahoul Chowdry 4 4
Alison Watkir{d 4 4

(@) Member of the Reserve Bank Board.

Consistent with contemporary governance standards, none of the members of the Audit Committee is an
employee or executive of the Reserve Bank. Representatives of the BankOs internal and external auditors
participate in meetings as appropriate at the invitation of the Chair. The Deputy Governor attends
meetings of the Committee on a regular basis as the chief representative of the BankOs management.
Other regular attendees from the BankOs senior executive team are the Chief Financial Officer and the
heads of the Audit and the Risk and Compliance departments; other Bank executives attend meetings of

the Committee as required.
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During 2021/22, the Audit Committee met on four occasions. At its August 2022 meeting, the Committee
considered the draft consolidated financial statements for the Reserve Bank for the year ended 30 June
2022 and agreed that the statements be presented to the Governor and the Reserve Bank Board with its
endorsement. The Committee meets at least annually with the external auditors without management
present; for 2022/22, this occurred immediately prior to the August 2022 meeting.

Remuneration Committee

The Remuneration Committee of the Reserve Bank Board is established in terms of section 24A of the
Reserve Bank Act to recommend to the Board Oterms and conditions relating to the remuneration and
allowancesO for the Governor and Deputy Governor. Membership of the Committee is drawn from the
non-executive members of the Board and comprises Carol Schwartz (Chair), Wendy Craik and lan Harper.
During 2021/22, the Committee met on two occasions. Attendance by members at meetings of the
Remuneration Committee during 2021/22 is shown in the table below.

Remuneration Committee Meetings B 2021/22

No. of meetings attended No. of meetings eligible to attend
Carol Schwartz 2 2
Wendy Craik 2 2
lan Harper 2 2

The offices of Governor and Deputy Governor are Principal Executive Offices in tefResmoirtbeation

Tribunal Act 19,/&hich provides for the Remuneration Tribunal to determine the applicable remuneration
reference rate for these offices. The Remuneration Committee reviews the terms and conditions (including
remuneration) applying to the Governor and Deputy Governor annually and recommends any
adjustments to the Reserve Bank Board for approval, providing that such terms and conditions are
consistent with the framework for Principal Executive Offices determined by the Remuneration Tribunal. In
accordance with section 21A of the Reserve Bank Act, neither the Governor nor the Deputy Governor
takes part in decisions of the Reserve Bank Board relating to the determination or application of any terms
or conditions on which either of them holds office.

The Remuneration Committee is also kept informed of the general remuneration arrangements for
Reserve Bank staff. The Committee communicates with the Remuneration Tribunal as required.

Payments System Board

The responsibilities of the Payments System Board are set out in the Reserve Bank Act. In particular, the A
requires the Payments System Board to ensure, within the limits of its powers, that the Reserve BankOs
payments system policy is directed to the greatest advantage of the people of Australia and that its related
powers are exercised in such a way that, in the Board®s opinion, will best contribute to:

a. controlling risk in the financial system
b. promoting the efficiency of the payments system

c. promoting competition in the market for payment services, consistent with the overall stability of the
financial system.
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The Payments System Board also has responsibility to ensure that the powers and functions of the Bank
under Part 7.3 of tHeéorporations Act 20@ikaling with licensing of clearing and settlement facilities) are
exercised in a way that will best contribute to the overall stability of the financial system.

The Payments System Board issues a separate annual report, which, as required under the Reserve Bank
Act:
¥ informs the Australian Government of the BankOs role and activities in relation to payments system
policy
¥ covers certain matters relating to the standards that the Bank determines under section 827D of the
Corporations Act and developments in the clearing and settlement industry that are relevant to
AustraliaOs financial stability.
The Payments System Board comprises: the Governor, who is the Chair; one representative of the Bank
appointed by the Governor, who is the Deputy Chair; one representative of the Australian Prudential
Regulation Authority (APRA) appointed by APRA; and up to five other members appointed by the
Treasurer for terms of up to five years. Members of the Board during 2021/22 are shown below and details
of the qualifications and experience of members are provided in the chapter on the OPayments System
Board®. Since its inception, the Board®s practice has been to meet at least four times a year, with the optio
of meeting more often if needed. Six meetings were held in 2021/22: two at the BankOs Head Office in
Sydney; and four via videoconference due to the COVID-19 pandemic and domestic travel restrictions. Five
members form a quorum at a meeting of the Board or are required to pass a resolution without a meeting.

Payments System Board Meetings B 2021/22

No. of meetings attended No. of meetings eligible to attend
Philip Lowe (Governor) 6
Michele Bullock (RBA)
Wayne Byres (APRA)
Gina Cass-Gottlieb
Scott Farréf)
Deborah Ralston
Greg Storey

o O O B O O O
D OO OO B O O O O

Catherine Walter

(@) Scott FarrellOs term on the Board commenced on 23 March 2022.

Conduct of Board members

On appointment to the Reserve Bank Board or the Payments System Board, each member is required
under the Reserve Bank Act to sign a declaration to maintain confidentiality in relation to the affairs of the
relevant board and the Reserve Bank.

Members must comply with the statutory obligations for officials of the Reserve Bank, including the
general duties for officials set out in the PGPA Act. MembersO obligations under the PGPA Act include, but
are not limited to, obligations to exercise their powers and discharge their duties with care and diligence,
honestly, in good faith and for a proper purpose. Members must not use their position, or any information
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obtained by virtue of their position, to benefit themselves or any other person, or to cause detriment to
the Reserve Bank or any other person.

In order for members of the Reserve Bank Board to discuss and decide monetary and financial stability
policies, notwithstanding any material personal interest in the outcome, the Reserve Bank Act requires
members to furnish a confidential disclosure of material personal interests to the Treasurer annually and,
during the year, to notify any substantial change since their most recent annual disclosure.

Members of the Reserve Bank Board must declare to the other members of the Board any material
personal interests they have in matters relating to the affairs of the Board other than monetary policy and
financial stability. Members may give standing notice to other members outlining the nature and extent of
a material personal interest in such matters.

Members of the Payments System Board must declare to the other members of the Board any material
personal interest they have in a matter relating to the affairs of the Board. Members may give standing
notice to other members outlining the nature and extent of a material personal interest.

Codes of conduct for members of the Reserve Bank Board and the Payments System Board supplement
these statutory requirements and impose obligations on members that are designed to ensure the

highest possible standards of ethical conduct. The codes of conduct, which are available on the Reserve
BankOs website, provide general principles to guide the conduct of members in fulfilling their duties and
responsibilities as Board members and address a range of matters, including conflicts of interest. In the
case of the Reserve Bank Board, the Code of Conduct covers restrictions on undertaking, or being involved
in, financial transactions of certain types at certain fimes.

Policy risk management framework and Board reviews

Risks associated with the formulation of monetary policy and payments system policy are the direct
responsibility of the Reserve Bank Board and the Payments System Board, respectively. The Boards review
these risks periodically as part of their decision-making processes. Operational risks are managed by
executives in terms of the Reserve BankOs risk management framework, as discussed in the chapter on Ol
ManagementO.

Towards the end of 2021, the Reserve Bank Board conducted its annual review of the key risks inherent in
the formulation of monetary policy and the monetary policy risk register and control framework. The

Board endorsed updates to the risk register to reflect a number of aspects relating to the exit from
unconventional monetary policies and increased staff turnover and vacancies over the preceding year. At
the same time, the Reserve Bank Board conducted its annual review of its own operation and processes,
based on a survey of Board members. It concluded that Board processes were functioning effectively.
Following the decision in November 2021 to discontinue the yield target, members agreed there would

be merit in establishing general principles for responding in the event an unforeseen and urgent policy
change might be necessary. Members also saw merit in reviewing the BoardOs governance arrangements
relating to its role in policies other than monetary policy.

The performance of the BoardOs Audit and Remuneration committees is assessed as part of the annual
review of the effectiveness of the Board itself. The most recent review concluded that the committees and
their processes were functioning effectively. The review by the Audit Committee of its own processes

[21 See RBA (2021), OCode of Conduct for Reserve Bank Board MembersO, July; RBA (2021), OCode of Conduct for Payments System Board MembersO,
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concluded that the Committee was operating effectively. Members supported the regular interaction
between the Chair and senior management and saw merit in seeking opportunities for informal
interactions among members and staff in relevant areas.

Towards the end of 2021, the Payments System Board also conducted its annual review of the key risks
inherent in the consideration of payments policy and the payments policy risk register and control
framework. No changes were made to the risk register, pending a broad review of the risk register planned
for later in 2022, and the control framework was assessed to be operating effectively and managing risks
adequately. At the same time, the Payments System Board conducted its annual review of its own
operation and processes, based on a survey of Board members. It concluded that Board processes were
functioning effectively. Members saw merit in discussions with industry participants B in particular,
payments innovators and OdisruptorsO D given the complexity and policy challenges from the continuing
development of digital technologies. In addition, in response to the survey, the staff were requested to
explore means to improve the accessibility of Board papers.

Review of the Reserve Bank

On 20 July 2022, the Treasurer announced the terms of reference of an independent Review of the Reserve
Bank¥ The Review is designed to ensure that AustraliaDs monetary policy arrangements and the
operations of the Bank continue to support strong macroeconomic outcomes for Australia in a complex

and continuously evolving landscape. The Review will assess AustraliaOs monetary policy arrangements,
including the objectives for monetary policy, the interaction of monetary policy with fiscal and
macroprudential policies, the BankOs performance in meeting its objectives, governance (including Board
structure, experience and expertise, composition and the appointments process), and culture,

management and recruitment processes. The BankOs payments, financial infrastructure, banking and
banknotes functions are not included in the Review.

A panel of three independent experts will conduct the Review and will be supported by a secretariat with
Treasury and other staff. The Review panel will produce a final report with recommendations to the
Australian Government by March 2023.

The Reserve Bank Board and staff welcome the Review and look forward to learning from it.

Other policy matters

The Governor reports annually to the Reserve Bank Board on the process of review and implementation of
the key Reserve Bank policies that are determined and managed by the Governor. This report includes
information on compliance arrangements. An annual report covering matters relating to work health and
safety in the Bank is also presented to the Reserve Bank Board. These reports for 2021/22 will be provided
to the Board at its October 2022 meeting.

Conflicts of interest and payments policy matters

The Reserve Bank has several distinct areas of responsibility in the Australian payments system: it owns,
operates and participates in AustraliaOs real-time gross settlement (RTGS) system, the Reserve Bank
Information and Transfer System (RITS); it is a provider of transactional banking services to the Australian

[3] See Australian Government, OReview of the Reserve Bank of Australiad.
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Government and its agencies; and it is the principal regulator of the payments system through the
Payments System Board.

While the various functions are distinct, their existence in the one institution may give rise to concerns
about actual or perceived conflicts of interest. The Payments System Board and senior management of the
Bank take seriously the possibility of any perception that the BankOs policy and operational roles may be
conflicted, especially since this could undermine public confidence in the regulatory and policy process.

Accordingly, the Reserve Bank has policies in place for avoiding conflicts and dealing with them when
they do occur. The Payments System Board has adopted a policy on the management of conflicts of
interest, which is published on the BankOs wBbEite.most recent review of that policy by the Payments
System Board occurred in May 2022. The policy focuses on interactions between the BankOs Payments
Policy and Banking departments. Details of the steps taken to achieve compliance with the policy,
including the minutes of informal meetings between departments, are audited regularly, with the results
presented to the Payments System Board. In May 2022, the Board approved a change from biennial to
triennial audits. The most recent audit was conducted in March 2022 and was reviewed by the Board in
May 2022.

The conflicts of interest policy was also amended during the year to reflect changes to the Reserve BankOs
involvement with NPP Australia Ltd (NPPA). The Bank was one of the 13 original shareholders of NPPA,;
consistent with the policy, the Bank had in place a formal Memorandum of Understanding with NPPA
setting out a framework for engagement and information sharing. The Memorandum of Understanding

was discontinued following the merger of NPPA with two other domestic payment schemes in February
2022; at that time, the Bank redeemed its shares in NPPA and is not a shareholder of the new entity.

In the case of the Reserve BankOs oversight of RITS, the Payments System Board has a governance role i
managing conflicts of interest. In particular, while the internal Financial Market Infrastructure Review
Committee has formal responsibility to review and approve assessments of other financial market
infrastructures, the Board retains primary responsibility for approving the staffOs periodic assessments of
RITS.

Induction of Board members

An induction program assists newly appointed members of the Reserve Bank Board and the Payments
System Board in understanding their role and responsibilities, and provides them with an overview of the
BankOs role in the conduct of monetary policy or the payments system (as applicable) as well as details of
relevant developments in preceding years. Separate briefing sessions are tailored to meet particular needs
and interests.

Remuneration and allowances

Remuneration and travel allowances for the non-executive members of the Reserve Bank Board and the
Payments System Board are set by the Remuneration Tribunal. Remuneration of Reserve Bank Board
members for their membership of the Audit Committee is determined by the Remuneration Tribunal. The
BankOs longstanding practice has been to provide the same level of remuneration to members of the Audit
Committee who are not also members of the Reserve Bank Board. Membership of the Remuneration

[4] See RBA (2022), OManaging Potential Conflicts of Interest Arising from the BankOs Commerecial Activities®, May.
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Committee is not remunerated. The remuneration of each member of the Reserve Bank Board, the
Payments System Board and the Audit Committee is provided in the chapter on OOur Peopled.

Note Printing Australia Limited

Note Printing Australia Limited (NPA) is a wholly owned subsidiary of the Reserve Bank operating under a
charter reviewed and approved annually by the Reserve Bank Board. NPAOs prime function is the efficient
and cost-effective production of high-quality and secure Australian banknotes, in accordance with
specifications and requirements set by the Reserve Bank. NPA also produces banknotes for other issuing
authorities, Australian passport booklets and other security products.

NPA is governed by a board of directors appointed by the Reserve Bank. As at the date of this report, the
NPA Board comprised four Reserve Bank executives and an external director: Susan Woods (Assistant
Governor, Corporate Services) as Chair; Greg Johnston (Head of Payments Settlements Department) as
alternate Chair; Emma Costello (Chief Financial Officer); Keith Drayton (Head of Risk and Compliance
Department); and Ross Pilling, who has held multiple senior management roles and directorships in the
manufacturing sector. The NPA Board has an Audit and Risk Committee, whose membership comprises
Keith Drayton (Chair), Emma Costello and an external member, Megan Haas, a former
PricewaterhouseCoopers partner with a strong background in cybersecurity and risk assurance across a
broad range of industries, including manufacturing.

More detail about the activities and operational structure of NPA is provided in the chapters on OBanknotes!
and OOperational StructureO.

Indemnities for Board members and staff

Members of the Reserve Bank Board and the Payments System Board are indemnified to the extent
permitted by law against liabilities incurred by reason of their appointment to the relevant Board or by
virtue of holding and discharging such office. Members of the Audit Committee who are not members of
the Reserve Bank Board are indemnified on substantially the same terms as the indemnities given to
Reserve Bank Board members.

Certain other indemnities, all given prior to 1 July 2014, continue. These are:

¥ anindemnity to senior staff of the Bank in relation to liabilities they may have incurred in the conduct
of their duties at the Bank (this indemnity covers liability in relation to events over a period ending on
31 March 2017)

¥ indemnities to current and former senior staff and former Reserve Bank Board members who, at the
request of the Bank, formerly served on the board of NPA or the board of CCL Secure Pty Limited
(formerly Innovia Security Pty Ltd and, prior to that, Securency International Pty Ltd).

Indemnities given prior to 1 July 2014 were in accordance with section 27Mohih@nwealth

Authorities and Companies Act {OAT Act), which specified when indemnity for liability and legal costs

was not allowed. Indemnities given after 1 July 2014, when the CAC Act was repealed, contain contractual
restrictions reflecting the substance of the previous CAC Act restrictions. Section 2R&biicthe

Governance, Performance and Accountability RRG@RARule) imposes limits on the granting of
indemnities by corporate Commonwealth entities in relation to liabilities incurred from 28 February 2020.
Indemnities issued by the Reserve Bank to two new members of the Reserve Bank Board since that date
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were consistent with the indemnity template approved by the Reserve Bank Board in March 2017 as
amended by the Governor under the authority of the Reserve Bank Board to ensure that the template
reflects the terms of section 22B of the PGPA Rule. The changes to the indemnity template do not
materially change the approach to the BankOs indemnification of members of the Reserve Bank Board, the
Payments System Board and the Audit Committee.

The BankOs policy on Assistance to Staff for Legal Proceedings applies in relation to events on or after

1 April 2017. This policy applies to all staff, not only senior staff, and is closely based on the rules that apply
to the provision of assistance to staff for legal proceedings in non-corporate Commonwealth entities set

out in Appendix E to thieegal Services Directions. 2013 policy states that assistance will not be

provided when section 22B of the PGPA Rule forbids it. No assistance has been provided under this policy
since its introduction in 2017.

As the Reserve Bank does not take out directors® and officers® insurance in relation to members of its
Boards or other officers, no premiums were paid for any such insurance in 2021/22.

Accountability

The Reserve Bank Board has an obligation to inform the Australian Government of its monetary policy
Ofrom time to time®. This obligation is discharged mainly by regular contact between the Governor and
other senior executives and the Treasurer, who is the BankOs responsible Minister (in the reporting period,
the Hon Jim Chalmers MP and the Hon Josh Frydenberg MP), usually by way of regular discussions. The
Governor also meets regularly with the House of Representatives Standing Committee on Economics.

The House of Representatives Standing Committee on Economics has, in its Standing Orders, an
obligation to review the annual report of the Reserve Bank and the annual report of the Payments System
Board. The Committee typically holds twice-yearly public hearings, at which the Bank presents its views on
the economy and financial markets and other matters pertaining to the BankOs operations, and responds
to questions from Committee members. For this purpose, in 2021/22 the Governor and senior Bank
officers attended hearings of the Committee on 6 August 2021 and 11 February 2022 via videoconference.
The CommitteeOs report on the three hearings in 2020/21 and the two hearings in 2021/22 was issued on
25 March 2022.

In 2020/21, the Reserve Bank was requested to attend hearings of the Senate Economics Legislation
Committee (Senate Estimates) to answer questions about monetary policy and other aspects of its central
banking activities. For this purpose, the Deputy Governor and Assistant Governor (Financial System)
attended Supplementary Estimates hearings of the Committee on 28 October 2021 and 16 February

2022 by videoconference, and the Deputy Governor and Assistant Governor (Financial Markets) attended a
Budget Estimates hearing of the Committee on 6 April 2022, also by videoconference. Following each of
these hearings, the Bank responded to a series of questions on notice and questions in writing from
senators.

During 2021/22, senior Reserve Bank officers gave evidence to inquiries held by the Joint Committee on
Corporations and Financial Services (July 2021), the Joint Standing Committee on Trade and Investment
Growth (August 2021), the Standing Committee on Tax and Revenue (September and November 2021)
and the Senate Legal and Constitutional Affairs References Committee (November 2021).

The Reserve Bank seeks to ensure a high degree of transparency about its goals, activities and the basis o
its policy decisions. Transparency facilitates the BankOs accountability and increases the effectiveness of

RESERVE BANK OF AUSTRALIA ANNUAL REPORT b 2022



24

GOVERNANCE AND ACCOUNTABILITY

policy decisions by promoting a better understanding of those decisions in the community. The Bank
communicates regularly through publications and speeches, and engages with the community through
its regional and industry liaison program. For more details, see the chapter on OCommunication and
Community EngagementO.

Under section 46 of the PGPA Act, the Governor is responsible for preparing this annual report and
providing it to the Treasurer for presentation to the Parliament, following approval by the Reserve Bank
Board of the BankOs annual financial statements. That approval was given by the Board at its meeting on
6 September 2022.

No report on the Reserve Bank was issued in 2021/22 by the Commonwealth Ombudsman, the Office of
the Australian Information Commissioner or the Auditor-General, apart from those dealing with the audit

of the Bank®s annual financial statements. The Australian National Audit Office published its OAudits of the
Financial Statements of Australian Government Entities for the Period Ended 30 June 20210 on

14 December 2021 and its Olnterim Report on Key Financial Controls of Major EntitiesO on 9 June 2022; th
Reserve Bank was one of the entities covered in both of these reports.

Freedom of Information (FOI)

The Reserve Bank is an Australian Government agency subjeétreetiam of Information Act 182l

Act). As required by Part Il of the FOI Act, the Bank publishes information as part of the Information
Publication Scheme (IPS). Details of the BankOs obligations under the FOI Act and the IPS can be found ot
the BankOs website.

The Reserve Bank received 23 requests for access to documents under the FOI Act in 2021/22. Access wa
granted in full in relation to five requests, in part in relation to four requests, and was denied in relation to
nine requests. No relevant documents were found in response to two requests. Two requests were
withdrawn. One request was outstanding at the end of the financial year and was answered in July 2022.
Information released in response to FOI access requests was published on the Reserve BankOs website, a
required by the FOI Act; RSS feeds to these releases were also made available.

Two applications were received for the internal review of an FOI decision made by the Reserve Bank in
2021/22. Following consultation with each applicant, and clarification of the exemptions claimed in each
case (section 45, material received in confidence), each application was subsequently withdrawn.

The estimated amount of time staff spent dealing with all aspects of FOI requests in 2021/22 was around
355 hours, compared with around 602 hours in 2020/21. The total cost to the Reserve Bank of
administering the FOI Act in 2021/22 is estimated to have been around $52,274. No processing charges
were received in 2021/22.

Other reporting requirements under the PGPA Act

The statutory reporting obligations applying to the Reserve Bank, including those that are covered
elsewhere in this report, are identified in the OStatutory Reporting Requirements Index®.

[5] See RBA, OFreedom of Information (FOI)O.
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Ministerial directions

The Reserve Bank received no directions from its responsible Minister (the Treasurer) or from any other
Minister during 2021/22.

Government policy orders

No government policy orders under section 22 of the PGPA Act applied in relation to the Reserve Bank
during 2021/22.

Compliance with finance law

No issues relating to non-compliance by the Reserve Bank with finance law were reported to the BankOs
responsible Minister (the Treasurer) under paragraph 19(1)(e) of the PGPA Act.

Transactions with related entities

In accordance with the PGPA Act, the Reserve Bank is required to disclose certain transactions with relatec
entities. During 2021/22, the Reserve Bank donated $50,000 to the Financial Markets Foundation for
Children, which is managed by a Board of Directors chaired by the Governor of the Reserve Bank. The Ban
has made an annual donation of $50,000 to the Foundation since 2002/03; the decision to continue

making this donation is subject to annual review by the Bank.

Significant activities or changes affecting the Reserve Bank

There were no significant activities or changes that affected the operations or structure of the Reserve
Bank in 2021/22.

Judicial decisions or decisions of administrative tribunals

There were no judicial decisions or decisions of administrative tribunals made during 2021/22 that have
had, or may have, a significant effect on the operations of the Reserve/Bank.
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in the aea of climat change polig

Other roles

Ex officio member Eb8&d of Bxation

Ex officio member EbGncil of khancial Bgulabrs
Member B €éntre or Market Design Advisoy Bbad
Member B MIboume hstitute Advisoy Boad

Member B SirdRand Wison Bundation

Member B fans-asman Guncil on Bankg Supevision
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Carol Shwartz AO

BA, LLEVBA (Mnash)

RESERE BANK OFUSTRALIA

Non-executive member
Member since 1&ebruay 2017
Present em ends 13ebruay 2027

Caml Shwartz has etensive expeience in businesgoperty,
the ats and communit olganisationsRst high-leel
leadershipales including a pdfolio of diverse boatt
appointments have spanned the businesgoremment, ats,
health and communit setors Ms Shwartz was warded a
Centenarly Medal in 200%or her outstanding seice as a
leading business erutive and commitee paticipant. h the
2019Queer® Bithday Honoursshe waswearded an Gficer of
the Oder of Australiadr her distinguished séce b the
community as a suppoer of women in leadershiptes
social justice adcagy and b businessh 2019, she was
awarded the leading Pilanthiopist Avard by Fhilanthiopy
Australia. MscBwartz is a Ellow of the Australiannstitute of
Compary Diectors

Other roles

Founding Chair B When® leadershipristitute Australia
Chair bduity Tusees

Chair B Ourddnmunity

Director B flawalla Goup

Resewve Bank Bard committee membership
Chair b &nuneration Gmmittee



RESEWE BANK BARD

Alison Watkins AM
Non-executive member
Member since 1December 2020
Present em ends 1@ecember 2025

Alison Vetkins is an expenced chief excutive officer and
non-executive diector. Ms Vétkins has ledwo ASXised
companies: @ca-Wla Amatil Liméd and Grain@p Limied.
Previously Ms Vitkins led Brri Limied and the Bgional
Banling business atustralia and Ne Zealand Barikg Goup
Limited. Ms Vitkins spent 1Qears at MKinsey & ©@mpary,
where she became a paer bebre moving o ANZ as Gup
General Minager Stratgy. Ms Vétkins has been a non-
executive diector of ANZ, Wblworths Limied and Just Gup
Limited. h the 20220ustralia Da HonoursMs Vdtkins was
awarded a Member of the Qter of Australiadr her sigificant
sewvice b business tlmugh leadershipales with a range of
organisationsMs Vétkins is a &llow of Chatered Accountants
Australia and Ne& Zealand the fhancial 8rvices mstitute of
Australasia and theuatralianristitute of @mpary Diectors

B®m (Tasmania)

Other roles

Chancellor B Urewsityy of Bsmania

Non-excutive Diector b CSL Lired

Non-excutive Diector b fie Gntre or hdependent Studies
Non-excutive Diector B Wsfamers Limied

Resewe Bank Bard committee membership
Member B Adit dmmittee
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Resignation from the Board

Guy Zbelle esigned fom the Rsere Bank (and theeRewe Bank &ard) on 16March 2022.

Guy Cebelle

BE (Hons)Adelaide), RD (MI}

RESERE BANK OFUSTRALIA

Deputy Governor and Deputy Chair
Deputy Gvemor flom 18Sptember 20160 16March 2022

Prior to his appointment asdéputy Gvemor, Guy Bbelle was
Assistant @Gvemor (Fhancial Mukets) fom March 2007, wher
he had wersight of the Barfkoperations in the domestic and
global financial mé&ets Dr [2belle peviously vorked at the
Australian ieasuy, the htemational Mnetary Fund and the
Bankdr htemational ttlements and was aisiting Pofessor
at the Massachusettaistitute of Echnology in 2003 rém May
2015until May 2017, Dr &belle was Chair of the Baak f
Intemational 8ttlements Breign Exhange Vdrking Goup,
which developed the Global @ie of @nduct for the Breign
Exchange Muket. Fom June 20180 December 2021, he was
Chair of the GlobabFign Exhange @mmittee. Dr 2belle is
a sigiatory to The Bankng and khance Oath.

Other roles
Chair b @uncil of lhancial Bgulabrs Climat Change \btking
Gioup

Resolution passed b the Resewve Bank Bard

Members paid thute to Guy Rbelléd contibution to the Bank
over mary years and mosecently as Bputy Govemor. On
behalf of all membershe G@vemor expessed apm@ciation ér
Dr Debelld contibution to the Bard® deliberationsdraving
on his ekensive expetise in maareconomics and financial
market operationsTe Gvemor also aakowledged Dr
Debelléd sigificant contibution to the development of
Australi® conemporay monetay policy framavork. Members
recognised Dr Bbelled contibution o the stabiliy of
Australi® financial méets duing challengng peiods br the
global and Astralian econoty and his leadership in
establishing the Globab@e of @nduct for the Breign
Exchange Miket. Members commended Drdbelled
dedication b public poliy and his seice b the nation in a
cakeer at the Bank spanning @ars



RESEWE BANK BARD

Reserve Bank Bard Audit Committee

Membership of the &dit Gommittee compises:wo non-executive members of thed®ere Bank 8ad,
one of whom chairs the commat; andwo exemal memberstypically érmer senior audit pamers of
major accounting fins with exensive experence in auditing in the finance sec

Mark BanabaAM
Chair
Member since 23uly 2018
Temm ends 3August 2023

See abwe br Mr Banaba& pofessional details

Sandra Bikensleigh
Member
Member since September 2015
Temm ends 8eptember 2023

Sandra Biensleigh has e&nsive expeience in financial
sewvices with a paicular bcus on isk management,
compliance and cqorate govemance Ms Bkensleigi® caeer
includes 24/ears at Rcewaterhouse@opers whee she was
formerly a Globaldad br Gvemance sk and 6mpliance a
National kad Ritner br Rsk and Gntrols ®lutions and a
Service ‘Bam leader ér Rerformance mprovement. Ms
Bikensleigh holds seral diectorships and is chair of the audit
committees 6r most of the aganisations lisd belov. She is a
qualified chaered accountant, a member of Ctexed
Accountants Aistralia and Ne Zealand and a member of the
Australiannistitute of @mpary Diectors h Februay 2020, Ms
Bikensleigh waseappoined to the Aidit Committee br a
further thee years

B@m (UNSW

Other roles

Chair and Non-@cutive Diector, Audit Gommittee Member
and Rmuneration @mmittee Member B Aswide Bank
Limited

Non-executive Diector, Audit and sk @mmittee Chair and
Remuneration and Nominationso@mittee Member B dore
Beauty Limied

Non-excutive Diector, Audit Gmmittee Chair andigk and
Remuneration @mmittee Member B Hazon Oil Limied
Non-executive Diector, Audit Gdmmittee ChajrRsk @mmittee
Member and Bople and Bmuneration @Gmmittee Member B
MLC (hsurance) Limed
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Rahoul Chavdry

B®m (Hons)alcutta)

Alison Watkins AM

RESERE BANK OFUSTRALIA

Non-excutive Diecor, Audit Gmmittee ChaijrReople and
Remuneration @mmittee Member B National Disahilit
Insurance gency

Non-excutive Diedor, Rsk @mmittee Chair and Stedy
Committee Member B 7-1Holdings Limid and its
subsidiaies

Non-executive Diector, Audit Gdmmittee Chair BhE
Tasmanian &blic fnance ©@rporation

Member

Member since 1#ebruay 2018
Temm ends 13ebruay 2023

Rahoul Chavdry has etensive expeience in the prfessional
sewvices industy, which enabled himotbuild a eputation as a
leading adviser on ge@mance egulation andisk b major
banks and other lge financial institutions inu&tralia and
Canada. Until the end of 2017; ®havdry was the Global
Banling and @pital Markets Assuranceéader at
Pricewaterhouse@opers and a pamer or almost 3@ears in
the fim®financial seices pratice. He is a qualified chered
accountant and aflow of the hstitute of Chatered
Accountants in Astralia and Ne Zealand

Other roles

Senior Advisor B NmterHlison

Member B Adit & Rsk @mmittee, MnterHlison Bard of
Partners

Non-excutive Diector, Rsk @mmittee ChajrAudit Gommittee
member Nominations @nmittee Member and Bmuneration
Committee Member B MP Limiéd

Non-excutive Diecor, Rsk @mmittee Chair and udit
Committee Member B MP Bank Lingtl

Member
Member since Bebruay 2021
Tem ends 1@ecember 2025

See abwe br Ms VitkingD pfessional details



Payments $sem Bad

The Ryments $siem Bard compiises upd eight members: thedvemor; a
representatie of the Rsexve Bankdurmrently, the puty Govemor; a epresentatie
of the Australian Rudential Rgulation Aithority Cumently the Chair); and up five
other non-excutive members appoimd by the Teasuer. Rirther o the legslative
requirrments and in@cognition of their esponsibiliy to uphold the inégrity of the
Payments $sem Bard and the BRserve Bankmembers hee adoped a ©@de of
Condud, which is published on the Bé®kebsie™

August 2022

Philip Lowe
Govemor and Chair
Govemor since 1&eptember 2016
Present em ends 17eptember 2023

Philip Lowe® appointment as @&emor ook eféd in
September 2016.Mdr to that, he was &uty Gvemor flom
Februay 2012and held vapus senior positions at thesere
Bank including Bputy Govemor, Assistant Gvemor
(Economic) and Bsistant @vemor (Fhancial $sem), whee
he was esponsibledr overseeing economic and poji@advice
to the Gvemor and Rsere Bank 8ad. He spentwo years at
the Bankdr htemational 8ttlements vorking on financial
stability issuesM Lowe has authad numepus papers
including on the linkges betveen monetay policy and

B®m (Hons) (UNS\WRD (MIT gna:Ecial stabilit He is a sigitory to The Bankig and fhance
ath.

Other roles
Chair b éserve Bank 8ad
Chair b @uncil of lhancial Bgulabrs

[1] See RBA (20210o@e of ®nduct for Ryments $sem Bard MemberAugust.
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Michele Bullock

BE (Hons) (UNE), M&SE)

RESERE BANK OFUSTRALIA

Chair B Ban&rfntemational 8ttlements @mmittee on the
Global khancial §sem

Chair biRancial Mikets Bundation br Childen

Member B iRancial StabiltBard

Member B fans-asman Guncil on Bankg Supevision
Director B e Anila Bundation

Deputy Governor and Deputy Chair
Deputy Chair since 29ctober 2016
Present em as @puty Gvemor ends 1April 2027

Michele Bullock was appogtt as @puty Govemor on 2Apiil
2022. She isdputy Chair of thed®ewe Bank 8ard and
Deputy Chair of thedyments $siem Bard. Rior to her
cument ole, Ms Bullock wassgistant Gvemor (khancial
Sysem), esponsibledr the Ban®work on financial stabiit
and oversight of the pgments sysim. Ms Bullock has also held
a varety of senior management positions in the B&tie was
Assistant @Gvemor (Businesse®ices), Asistant Gvemor
(Qurrency), Alviser 6r the @rrrency Goup and piior to that,
Head of Byments Blicy Depatment. Ms Bullock is a saory
to The Banlng and hance Oath.

Other roles
Deputy Chair bderve Bank 8ard



PAYMENTS SBTEM BARD

Wayne Byres
APRA-appointed member
Chair Australian Rudential Rgulation Aithority

Member since uly 2014
Present em ends 3@ctober 2022, uporesighation as Chair
of APRA.

Wayne Bres has mught a wealth of expgence and
knowledge of prudential supeision and bankg pradices He
was appoined as a Mmber and Chair of APRénfr1July
2014for a fie-year £mm, and was subsequentlyappoined on
1 July 2019or a futher five-year £m. Hs ealy caeer was at
the Resewe Bankwhich he joined in 1984. He tramsfd to
APRA on its establishment in 1888 held a number of senior
executive positions in the poljicand superisory divisionsh

BE (Hons), MppFn (Macquare) 2004, M Byres was appoirid Excutive General Minager
Diwersifiedstitutions Division, witkesponsibiliy for the
supewision of Aistrali® lagest and most complex financial
groups He held thisote until the end of 2011, when he was
appointed as 8cretary General of the Baseb@mittee on
Bankng Supevision, based at the Baik htemational
Settlements in BaseMr Byres is aéhior llow of the khancial
Services mstitute of Australia and is a sigtory to The Banlng
and Fnance Oath.

Other roles

Member B Baseb@mittee on Bankg Supevision
Member B Banbkif htemational 8ttlements Goup of
Govemors and Heads of Supéion

Member B Guncil of fhancial Rgulabrs

Member B fans-asman Guncil on Bankg Supevision
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Gina @ss-®@ttlieb

BE (Hons), LLB (Hong)d{®y), LLM
(Berkeley)

RESERE BANK OFUSTRALIA

Non-executive member
Member fom 15July 20130 14July 2018

Reappoined fom 1August 2018
Present em ends 3uly 2023

Gina @ss-@ttlieb has etensiwe expetise in competition la
and economicegulabry advice and in theegulation of
payments in Aistralia. Msa3s-@ttlieb was appoirgd Chair
Australian @mpetition and @nsumer @mmission on
21March 2022. for to this Ms @ss-@ttlieb was a senior
partner in Gilber+ Tobin® competition andeagulation pratice,
advising andeapresenting coporations industy associations
govemment and non-ggemment agenciesShe hasver
25year® expince including advising irelation b access
arangements in a range of $ers acoss the econom Ms
Cass-@ttlieb atended the Unigrsiy of Glifornia, Brkeley, as
a Rilbright Sholar

Other roles
Chair b éstralian Gmpetition and Gnsumer @mmission
Director B $dney Childen® Hospitalsdtindation



PAYMENTS SBTEM BARD

Scott Farrell
Non-executive member
Member since 28larch 2022
Present em ends 2March 2027

Scott Farell has mae than 25/ear expi@nce in financial
markets and financial systs lav. h 2016, Drdwell was
appointed i the Aistralian Gvemment® FnTech Advisoy
Goup at itsdérmation and in 201®&as appointd o be co
Chair Dr Brrell has led a number afviews br the Aistralian
Govemment, including the &iew into Open Barkg in
Australia in 2017, theduiry into Future Diections br the
Consumer Dataight in 2020and the Rview of the Aistralian
Payments $sem in 2021.

BE (USd), LLB(Hons) (13, D Other roles
(UNSW Partner D kg & Wod Mallesons

Adjunct Rofessor Bcool of Rvate and @mmercial Lav,
Uniwersity of Nev Suth Wales

Member Pridustry, hnovation and Sience Aistralia
Member B Nhisterial Advisoy Guncil on Fee Tade
Agreement Negotiations
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Deborah Ralston

BE, Dip i Mgt, ME (UNE),HD
(Bond)

RESERE BANK OFUSTRALIA

Non-executive member
Member since 1Becember 2016
Present em ends 19ecember 2026

Deborah RIsbn has mae than 25/ears of boal-level
expeience in education, bairlg, superannuation and fieth
sedors Dr RlIsbn has held senior leadership andeach oles
in Australian uniersities most ecently as the Exutive
Director of the @ntre for Rnancial StudiedHer expdise in
public polig is efleded in appointmentsd the £deral
govemment® Retirement hcome Rview Pane| the
Comprehensie hcome FPoducts Pr Retirement Famework
Advisoy @mmittee and as inaugural Chair of thestkalian
Secuities andrvestments Gmmissio® Digtal Fnance
Advisoy Bbad. Dr RIson is curently a Pofessoial Fellow at
Monash Unigrsiy BusinesscBool, with eseach interests in
financial egulation and superannuation and isefidw of CR
Australia and the Ustralianristitute of @mpary Diectors

Other roles

Professoial Fellov B Mnash Unigrsity
Chair b dvisoy Bard, Household &bital
Director B SuperEPy Ltd

Director B SMSFséociation

Member B Avisoy Bard, @nnexusstitute
Member P #ure Ruind Boad of Guadians



PAYMENTS SBTEM BARD

Greg Sorey
Non-executive member
Member since August 2018
Present em ends 31uly 2023

Geeg Sorey is an expénced calls and pgments industy
professionglwith specialistiowledge in the golution and
operation of debit cals, cedit cads and pgments sygms He
was Wee-Resident and Head of9a Cheabut, Asia Rcific fom
2012to 2016. MSbrey had wer 20year© expince with 6a,
spanning theollout of numeous \lsaNetrelaed solutions and
sewvices pioduct and stratgy, micopayments solution
(Payclick) and Ma Cheabut (and ine) poducts acoss the
Asia Rcific egion. Pior 10 his oles at ¥$a, M Sbrey worked at
St. @omge Bank in vaus cads and pgments oles as CIO of
an independent pgment solution povider, and established
and oversav merchant point of sale andTM swithing
operations
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Catherine Walter AM

LLB (Hons), LLM, MBA&Igdume)

RESERE BANK OFUSTRALIA

Non-executive member
Member since September 2007
Present em ends ZSeptember 2022

Catheiine Walter bings substantial expience and expdise in
financial sarices and cqorat govemance aass mag
industry se¢ors including baning, insurancefunds
management, health seéces medical@seach, education,
telecommunications andgsouces Mrs Wlter is a soli@tr and
compary director, who pratised bankng and coporat lav in
major ciy lav fims, culminating in aem as Minagng Rartner
of Clgton Uz, Melboume. She was aothmissioner of the Git
of Melboume and ér moe than 20Q/ears has been a non-
executive diector of a range of listl companiesgoremment
entities and nofor-profit organisationsM's Wlter was
awarded a @ntenary Medal in 200for her serice b Australian
sociey in business leadership the 2003Australia Da
Honours she waswearded a Member of the Gier of Aistralia
for her serice b businesspaticulaly as a dactor of a range of
public companiesi the ats, © the lav, and b the communiy
through the Melboume Ciy Guncil M's Wlter is a &llow of
the Australiannstitute of @mpary Diectors

Other roles

Chair B Helenadpherson Smithriist

Chair B Elboume Genomics Health Alliance
Director B Astralian Bundation hvestment ©@mpary
Director D BaisterO Chambers Liedt
Non-excutive Member B ExpbFinance Aistralia



Operational Struare

The Resere Bank is managed/bhe Gvemor, milip Lowe, and the @puty
Govemor, Mchele Bullockt has fie operational ppups D Businessrices Goup,
Corporate Rrvices Guup, EEonomic Goup, Fhancial Mukets Goup and hancial
Sysiem Goup B and six supptomg depatments

Business &vicesGroup
Assistant Gvemor: Mchelle MPhee

Businessedvices Grup povides transaions-based seices b the Rserve Banl cusbmers and other
important stalkeholders h paticular it povides bankg sewices and paments-elaied advice and
assistanceotthe AistralianGovemmentand its agencies aseWas ¢ other central banksnd is
responsibledr the distibution of Aistrali® bankotes t also povides pgment settlement seices 6
financial institutionshe goup compises thee depatments: Barikg; Noe Issue; andalPments
Settlements

Bankng Department

Head: Nthael Rimb
Deputy Head: &phanie ©nnors

Bankng Depatment provides a range of baimg sevices b AustralianGovemmentdepatments and
agencies as &l as a number ofverseas central banks and official institutidms sevices boadly
comprise tvo adivities © management of tiggvemment® coe accounts and transtenal bankng.
Sydney-based staff anesponsibledr the diection, administratiorand developmentof the depatment®
work, while the dg-to-day interadion with cusbmers is lgjely managed ¥ staff in the @hbera Branch.

Note Issue Bpartment

Head: Mlissa Hope
Deputy Head: Mrylin @ombs

The Resere Bank isesponsibledr the issugeissue and cancellation afigtralian bankotes ts pimary
purpose in cawying out thisole is b maintain the capagitof Aistralian banfotes b provide a saf,
secue and eliable means of yanent and stre of valuehe Bank wrks with its whollywned
subsidiay, Noe Rinting Australia Liméd, © design and poduce bankotes The Bank disitoutes
banknotes b financial institutionsmonibrs and maintains bankte qualiy in ciculation and withdrars
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unfit banknotes fom ciculation.  also monibrs and analyses cowenfeiting tends and condus
reseach inb bankote secuity technology

Payments Sttlements Department

Head: Grg bhnsbn
Deputy Heads: éter Gallaghey Sarah Has

Payments 8ttlements @patment is esponsibledr the settlement of high-value yaents and
interbank obligations #sing fom the condut of Exhange $ttlement Acounts and the &erve Banl®
own trading ativities as \ell as operation of theeRerve Bankriformation and fansér §sem (RIE),
Australi® eal-time goss settlement sysmn (RGS). R¥Tincludes thedst ®ttlements Srvice which
Payments 8ttlements 2patment operaés on an ’KGS basis 2ours a dg, seen days a veek or
settlement of N& Rayments Ratform transations. ®rvices ag also povided br the cleang and
settlement of lav-value pgments such as thoseising fom cheque and dact entry transations

Corporate SrvicesGroup
Assistant Gvemor: Susan dbds

Corporate Srvices Guup is esponsibledr the deliery of echnology serices facilities management
sewvices and data gemance b suppot the dg/-to-day operations of the Bane goup compises:
Information Echnology 2patment; Wrkplace [2patment; and the Emtprise Data Gice

Information Technology Department

Chief hformation Oficer. Sephen Smith
Deputy Heads:ad Suljknovic, &inet Mengel

Information Echnology [2patment is esponsibledr developing and maintainingetiable esilient and
secue inbrmation echnology b suppot the Resere Banl® polic, operational and cporate fundions
In fulfilling theseasponsibilitiesthe depaiment delivers and maintains the Baiechnology systms
andinfrastrudure, povides ongoing systn qualiy assuranceand maintains the Ba@knbrmation
secuity, including its gbersecuity dekensive contols The depatment suppots technology planningdr
the Bankwhich includes cating for emeging and futue technology equirements t also operas an
Innovation Labdr expeimentation with emeging technolodes b assess their petial b suppot
delivery of the Bar® chater and operational objéives

Workplace Department

Head: Bruce Hés
Deputy Head: & Jacla

Workplace patment is esponsibledr management of thed®ere Banl pysical assetshe
maintenance of its mperties and buildingnfrastruture, the deliery of workplace serices and the
management and ersight of ppcurement ativity, including stratgic vendor management.dy
adivities include weersight of the pvision of building se&ices asseinfrastru¢ure maintenance and
upgrades plysical and mtective secuity, and sustainabiitmanagement anénvironmentalrisk
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management. flese operations aundetaken or the eféctive operation of the Bank and theefgf
secuity, ameniy and vellbeing of staff

Erterprise Dda Office
Chief Data @icer. Pman Kvalenlo

The Enerprise Data @ice is esponsibledr the management of the Ba@klata as an asseténhance
analytical capabilities andani policy and operational decision#is includes establishing modetools
and pocessesdf using data, migting data fsm legay sysems b straegic platbrms, and training staff
on tools and best prdices br working with data.

Economic Group
Assistant Gvemor: luci His

Economic Goup is esponsibledr analysis of economietrds both domestic andwerseasbrecasting
and eseach relevant b the framing of poligin a number of aas of the &ewe Banl® esponsibiliy. The
Gioup compises Eonomic Analysisd&patment and Eonomic Rseach Depatment.

Economic Analysis Bepartment

Head: Miion Kohler
Deputy Heads:ynne @ckerell, Ames Hollway, Dm Rosevall

Economic Analysisépaitment moniors anddrecasts &nds in the domestic and grhational
economies and povides egular advice on thestevelopmentsand monetay poligy to the Gvemors
and the Rsere Bank 8ad. The depatment also conibutes b the work of vaious exemal bodies
maintains contats with elevant exemal analystsundetakes appliedeseach and pepaes eports br
publication.

The Resere Bank maintainsdr stae offices (in delaide Bisbane Melboume and rth) to condud
economic liaison aoss Astralia. Staff in these offices helglutar discussions with individuatf& and
organisations in both the wate and public sdors and assist with communicatiomthe wider
community.

The Bank also has an office @ijiBg, which isesponsibledr monibring Chinese economic and financial
developments as well as maintainingetationships witlyovemmentand pivate setor entities in China.

Economic Reseach Department

Head: dhn Simon
Deputy Head: &tant

Economic Rseach Depatment undetakes longerém reseach in issuesalevant b the Rsere
Banl® esponsibilitiesincluding eseach on the Aistralian econoly) monetay poligy, financial stabijit
the payments sysim and the operation of financial rkets Results of thisaseach ae published in the
Reseach Discussiondper sees The depatment oiganises a major annual cer@nce and an annual
reseach workshop h addition, it aganises a fmgram of inemal seminarshosts a number ofvited
visibrs each gar and isasponsibledr adminiséring a compehensie libray sevice br the Bank
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Hnancial Markets Group
Assistant @Gvemor: Chistopher kent

Financial Mukets Goup is esponsibledr implementing the Bsere Bani® operations in domestic and
foreign exchange makets monibring developmentsin financial maets and coatinating the Ban®
relationships with ifmational institutionsThe goup compises @mestic Mukets Depatment and
Intemational Epatment.

Domestic Markets Department

Head: dnathan Kans
Deputy Heads: & Shwartz, \Acant

Domestic Mikets Depatment is esponsibledr the Rsewve Banl operations in the domestic mone
and bond makets The depatment analysedevelopmentsin domestic financial mkets including the
cost and =ailabiliy of finance though financial irdrmediaies and capital miets and povides egular
advice b the Gvemors and the &ere Bank 8ad on these issues

International Department

Head: Bnelope Smith
Deputy Heads: ktthew Boge, \acant

Intemational @patment is esponsibledr the Rsere Banl® breign exchange operationghe
investment of inkmational esere holdings of gold andfeign exchange and the povision of egular
advice ordevelopmentsin intemational financial miets b the Gvemors and the &ewre Bank 8ad.
The depatment is alsoasponsibledr maintaining the Bagkelations with a number of major
intemational financial and polimakng institutions

Chief Rpresentatie in Eirope: Mchael Andersen
Chief Rpresentatie in Nev York: David Emey

The Representatie (ffices in bndon and Ne& York come under the umietla of the iRancial Muikets
Goup. The uiropean Rpresentatie (ffice in bndon maintains liaison with central banks and other
institutions and authaties in Brope, including the Bankif htemational ttlements and the
Omanisationdr EEonomic @-operation anevelopment The Nav York Representatie Ofice peforms
similar funtions in Noth Ameica. Bth offices monitr economic and financidkvelopmentsin their
respedive local makets and assist with theeBewe Banl® breign exchange operations andvastment
of intemational eseres

Hnancial §stem Group
Assistant Gvemor: Bradlg bnes

Financial $sem Goup suppots the Rsere Banl® boad esponsibilitiesof financial sysm stabiliy and
its 0le in pyments sysm oversight andegulation. ie goup compises ancial Stabiljt Depatment
and Ryments Blicy Depatment.
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Hnancial $ability Department

Head: Andra Bischetb
Deputy Heads: Natasha$sidy Daren Food

Fnancial Stabilt Depatment analyses the implicatior® financial systm stabiliy ofdevelopmentsin
the econony, financial m&ets and the financial ser moe generallyincluding patms of financial
intermediation, financial pducts and isk managementchnigues The depatment provides advice on
these issuetthe Gvemors and the &ewe Bank Bard, and suppds the Rsere Banl® epresentation
on bodies such as theoGncil of hancial Bgulabrs the fhancial StabiltBard and the Basel
Committee on Banikg Supevision.tlis esponsibledr poducing the Ban® semi-annudinancial
Stabiliy Rview.

Payments Policy Department
Head: Hs @nnolly
Deputy Heads: dam Ggliaini, Chis hompson

Payments Blicy Depatment is esponsibledr developing and implementing theeRere Bani®
payments systm poligy. I provides analysis and advicethe Ryments $sem Bad on impoving the
sakty, efficieng and competitieness of the panents systm. he depatment is alsoasponsibledr
oversight of Aistrali® high-value paments cleaing and settlement facilitieand epresents the Bank on
the @mmittee on Byments and Miket Infrastrut¢ures of the Banlkof htemational ttlements

Audit Department
Head: Bss Ty

Audit Depatment is esponsibledr conduding independent appraisals of thedere Banl® adivities
functions and operation®tensue that an adequatframevork of inemal contol has been established
and is operating edttively. The Head of Adit Depatment reports o the Deputy Govemor and the
Resere Bank 8ard Audit Gommittee.

Hnance Department

Chief khancial Gficer Emma @stello
Fnancial Gntroller Sam dmaras

Finance @patment is esponsibledr the Rsere Ban®financial stements and taxatioreporting
obligations pepaes the Bar budget and pvides a range of supgasewices including caporate
payments paroll, ppcuement and trael. The depatment also manages the B Enerprise Brtfolio
Management @fice

Human Resources Department
Head: Eiee Hughes

Human Rsouces 2patment provides a range of peopfelaed sevices 6 suppot the Resere Bank in
maintaining a pductive and engaged warkforce. This includes attraing and etaining high-qualit
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employees as wll as implementing policies andograms that ceer employmentconditions eward,
development, diversity, and verkplace health and setfy.

Information Department
Head: dcqui Dvyer

Information Depatment is esponsibledr the Rsere Banl® inbrmation management franveork,
information goremance ecods management sysm and its ahives The depatment facilitaés public
accessd Bankecods and athival magrial [ also manages theeRere Bank of éstralia Miseum and a
program of public education, with gaoular bcus on suppding economics students and eduoas

Rsk and @mpliance Department
Head: Kith Drgton

Rsk and @mpliance @patment suppots the consigint and eféctive application of thed®ere Ban®
framework or managng risk both at the erdiprise larel and ér individual business unitsassists
depatments b identify understand and manage their compliance obligatibasso moniors and
reports on potfolio iisks and compliance witesped to the Ban® operations in financial nkets The
depatment is esponsibledr providing secetaiiat and coadination sevices and advicetthe Rsk
Management 6mmittee. The Head of Rk and @mpliance 2patment reports o the Deputy Govemor
and the Rsere Bank 8ad Audit Gdommittee.

Secretary® Department

Secretaty: Anthory Dicknan

Deputy Scretaly: David Acobs

General Gunsel: @theiine Rur

Deputy General ©unsel: dmes Geerwood

Secretaly® Depatment povides sea@taniat and coatlination sevices and advice on gemance maters
for the ®vemors the Rsere Bank 8ad and its Adit and Rmuneration commites the Ryments
Sysem Bad and the Escutive @mmittee. t is esponsibledr the Rsere Banl® communication,
including pepaing and publishing &ewe Bank irdfrmation, maintaining the Ba@knebsies and
managdng enquires fom the media and general puhlio addition, the depament provides legal
sewvices b the Bank tlaugh the @neral Gunsel (whoeports diecdly to the Deputy Govemor),
coominates a range of contecwithgovemment, patiament, other central banks andemtational
organisationsand aranges pograms 6r infemational visirs

Wholly owned subsidiay: Note Rinting Australia Limied (NFRA)

NFA is a whollywned subsidiar of the Rserve BankNR operaés under a chéer eviewed and
appoved annually i the Rsere Bank 8ad. ®e chaper on Gvemance and acountabiliyOai futher
detail about the geemance of NR.

N pime fundion is the efficient and cosfledive production of high-qualiy and secu Australian
banknotes in accatance with specifications anequirements set i the Rserve BankNR also
undertakes other ativities including deeloping and poducing passpds br the Bepatment of Breign
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Affairs and rede pioducing bankotes br other issuing authities and poducing other secuty
products flom time D time.

NRA® Ercutive @mmittee, compising its Chief Egutive Officer and the heads of N®six business
areas is esponsibledr the operational and administraimanagement of M2 A at the end of June
2022, NR emploed 237pemanent staff supplemead with #mporay labour fom time b time.

The annual financial accounts ofA\de consolidatd with those of the ésewe Bank v

Senior Executive LeadershipSeptember 2022
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Operational strudure September 2022
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Annual Performance Statement

I, as the accountable authority of the Reserve Bank of Australia, present the annual performance statement
of the Reserve Bank for the 2021/22 reporting period, prepared under paragraph 39(1Raptf the
Governance, Performance and Accountability A@GER3Act). In my opinion, this annual performance
statement accurately presents the performance of the Reserve Bank in the reporting period and complies
with subsection 39(2) of the PGPA Act.

Z

Philip Lowe
Governor, Reserve Bank of Australia
7 September 2022

Introduction

This performance statement outlines the key objectives of the Reserve Bank as set out in the

2021/22 Corporate Plan and provides an assessment of the BankOs performance in achieving those
objectives. Where necessary, additional context is provided, including an analysis of significant factors that
have contributed to the outcomes.

Price stability and full employment

Purpose

Under theReserve Bank Act 1859 the duty of the Reserve Bank Board to ensure that the monetary and
banking policy of the Reserve Bank is directed to the greatest advantage of the people of Australia and
that the powers of the Bank are exercised in a way that, in the BoardOs opinion, will best contribute to:

a. the stability of the currency of Australia
b. the maintenance of full employment in Australia
c. the economic prosperity and welfare of the people of Australia.

In support of these objectives, tB@mtement on the Conduct of Monetary Pofiiyms the BankOs
continuing commitment to achieving consumer price inflation between 2 and 3 per cent, on average,
over time. Achieving the inflation target preserves the value of money and facilitates strong and
sustainable growth in the economy over the longer term. This assists businesses and households in
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making sound investment decisions, underpins the creation of jobs and protects the savings of
Australians.

The Board®s monetary policy decisions are implemented through the BankOs operations in domestic
financial markets. Operations in financial markets are also undertaken to ensure the stable functioning of
the financial system, including by ensuring that there is sufficient liquidity in the domestic money market
every day.

The BankOs foreign reserves are held to give the Bank the capacity to intervene in the foreign exchange
market, consistent with the objectives of monetary policy. In particular, the foreign reserves enable the
Bank to address any apparent dysfunction in the foreign exchange market and/or a significant
misalignment in the exchange rate. Such interventions occur rarely.

Results and Analysis

Performance Summary: Price Stability and Full Employment

Performance measures and

Key Activities targets Results
Conduct monetary Flexible medium-term inflation Consumer price inflation was 6.1 per cent over
policy in a way that will target to achieve consumer the year to the June quarter 2022, considerably
best contribute to: price inflation of between 2 an@bove the target band and much higher than
. 3 per cent, on average, over had been expected. Inflation is forecast to peak
¥ stability of the time towards the end of 2022 and then decline to be
currency back around the top of the 2 to 3 per cent target
¥ maintenance of full range by the end of 2024
employment . . . . .
) . Foster sustainable growth in thEhe Australian economy is resilient and has
¥ economic prosperity economy grown strongly over the past year, to be around
and welfare of the 4y per cent above its pre-pandemic level. The
people of Australia unemployment rate was 3.5 per cent in
mid 2022, which is the lowest rate in nearly
50 years
Achieve cash rate Keep the cash rate within the The cash rate was within the interest rate corridor
consistent with the _ interest rate corridor around tharound the cash rate target each business day
Reserve Bank BoardOs cash rate target each business
objectives day. The very high Exchange
Settlement account balances
mean the cash rate is likely to
range between the target and
the remuneration rate on
Exchange Settlement balances
Achieve April 2024 April 2024 Australian The April 2024 Australian Government bond
Australian Government Government bond yield yield was consistent with the target at the close
bond yield target consistent with the target at thef each business day until late October 2021. It

close of each business day then rose sharply alongside a broader increase in
yields globally, reflecting rising inflation
expectations and expectations that central banks
would begin to reduce stimulus earlier than
previously expected. The yield target was
discontinued on 2 November 2021 as it had
become less effective and was inconsistent with
the economic outlook. See Review of the Yield
Target

Provide low-cost term  Manage the Reserve BankOs The Bank managed the TFF, undertaking
funding to the banking  Term Funding Facility (TFF), collateral management and processing early
system which, while closed to new  repayments as required

drawdowns, will provide low-

cost funding to June 2024
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Performance measures and
Key Activities targets Results

Provide adequate liquidityJse open market operations tdFinancial institutions® use of Open Market
to the financial system ensure financial institutions  Operations (OMO) has remained limited given
have access to sufficient the high level of liquidity in the banking system.
liquidity The Bank made operational changes to its OMO
(reducing the frequency from daily to weekly in
October 2021 and adjusting tenor and pricing in
March 2022) to ensure that OMO continued to
provide liquidity to financial institutions
consistent with the BankOs policy settings

Support the smooth Purchase government securitid$he purchase of government securities, beyond
functioning of if required to support the those scheduled under the bond purchase
government bond smooth functioning of program and those made in support of the yield
markets government bond markets as target, was not required to support the smooth

reflected in various measures fifinctioning of government bond markets in

liquidity, including bid-offer ~ 2021/22. The Bank lent government bonds back

spreads into the market for short periods, adjusting
pricing as required, to support the smooth
functioning of government bond markets

Provide support for lower Execute a program of The Bank purchased government bonds in the
risk-free yields across thegovernment bond purchases irsecondary market as directed by the Board under
yield curve, thereby the secondary market as the bond purchase program. The bond purchase
lowering funding costs fordirected by the Reserve Bank program worked to lower longer-term

all borrowers through a Board government bond yields, complementing the
government bond other policy measures to lower the whole
purchase program structure of interest rates in Australia, lowering

borrowing costs and supporting confidence in
the economy. In February 2022, the Board
decided to cease further purchases under the
bond purchase program given actual progress
towards the BankOs goals and the likelihood of
further progress.

Manage reserves to Reserves portfolio managed Deviations from the benchmarks were in line
portfolio benchmarks within permitted deviations  with pre-defined tolerances

around benchmarks for interest

rate and currency risk

Intervene in foreign Publish data and explanations b foreign exchange market intervention was
exchange market as any intervention conducted
appropriate

Over 2021/22, the global and domestic economy was significantly more resilient than expected by the
Reserve Bank and most other central banks. Inflation and employment have risen much more quickly than
expected as downside risks to growth did not materialise.

At the time of the July 2021 Board meeting:

¥ The Australian economy was transitioning from recovery to expansion. GDP had increased to be
almost 1 per cent above its pre-pandemic level. The unemployment rate had declined further and
faster than had earlier been expected and was 5.1 per cent, according to the latest available data
(which was for May 2021). The effect of virus outbreaks and the lockdowns had created uncertainty
about the outlook, but the experience had been that the economy bounced back quickly once
outbreaks were contained and restrictions eased.

¥ Inflation and wage outcomes remained subdued, despite the strong recovery. Headline and
underlying inflation were 1.1 per cent in the year to March 2021 (the latest available data) and the
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Wage Price Index (WPI) had increased by 1y per cent over the year. A pick-up in inflation and wages
growth was anticipated, but it was likely to be only gradual and modest.

¥ The cash rate target was 10 basis points and the interest rate on Exchange Settlement balances was
zero per cent. There was a yield target of 10 basis points for the April 2024 Australian Government
bond and the second $100 billion tranche of purchases under the bond purchase program was
scheduled to be completed in September 2021. At the July meeting, a decision was made to extend
the bond purchase program past September 2021, but at a reduced rate of $4 billon a week. The
Board communicated that it would not increase the cash rate until actual inflation is sustainably within
the target range. The BankOs central scenario for the economy was that this condition will not be met
before 2024 and that meeting it would require the labour market to be tight enough to generate
materially high wages growth.

By early-August 2022:

¥ The latest available data indicated that the level of GDP had increased to be around 4y per cent
higher than prior to the COVID-19 pandemic. Conditions in the labour market were the tightest they
had been in decades. The unemployment rate had declined to 3.5 per cent in mid 2022, its lowest rate
in nearly 50 years.

¥ Consumer price inflation increased significantly over 2021/22. While inflation is lower than in most
other advanced economies, it was much higher than earlier expected. Headline inflation was
6.1 per cent over the year to the June quarter 2022. Underlying inflation was 4.9 per cent.

¥ The cash rate had been increased to 1.85 per cent and the interest rates on Exchange Settlement
balances had increased to 1.75 per cent, with increases at each Board meeting from May 2022 to
August 2022. The yield target had been discontinued at the November 2021 meeting. The Board had
decided to cease further purchases under the bond purchase program at its February 2022 meeting.

Inflation has increased strongly in many advanced economies over the past year, to be at the highest
levels in decades. During the pandemic, global supply chains were interrupted, delivery times increased
and firmsO costs of production rose. All have contributed to higher prices for consumers. Furthermore,
Russia0s invasion of Ukraine caused major disruptions to the global markets for energy and food. As a
result, oil prices have increased substantially and global food prices, including the prices of wheat and
vegetable oils, have increased sharply. These events have occurred alongside strong growth in demand
globally, supported by the stimulatory fiscal and monetary policy settings put in place to respond to the
pandemic.

Headline inflation in Australia has risen to its highest level in many years, although it remains below that of
most other advanced economies. In addition to powerful global influences on inflation, domestic factors
have also contributed to the upward pressure on prices. The capacity of the economy to meet the

demand for goods and services has been tested by disruptions to global supply, domestic disruptions
(such as the east coast floods), a tight labour market and strong growth in domestic spending. In the
labour market, measures of spare capacity have declined to their lowest levels in several decades. Given
the tight labour market and increase in job mobility, more firms have had to pay higher wages to attract
and retain staff. Wages growth has picked up and a period of faster growth in overall labour costs for the
year ahead is forecast.

The increase in domestic and global inflation has been much stronger than was expected by most
forecasters even six months ago. This is partly because of unforeseen events such as RussiaOs invasion of

60 RESERVE BANK OF AUSTRALIA



ANNUAL PERFORMANCE STATEMENT

Ukraine and the subsequent increase in global energy and food prices. But the combination of strong
growth in demand globally, supported by stimulatory fiscal and monetary policy, and constrained supply
chains due to the effects of the pandemic have had a much larger impact on inflation than had been
expected. Some of the pandemic-related supply-side problems in the global economy are gradually being
resolved. Higher interest rates will also help to create a more sustainable balance between the demand for
goods and services and the ability of economies to meet that demand.

The Board is committed to doing what is necessary to ensure that inflation returns to the 2 to 3 per cent
target range over time. It is seeking to do this in way that maintains the economy on an even keel, but
recognises that the path ahead is a narrow one and clouded in uncertainty.

The recent strength in inflation follows a period of heightened uncertainty about the global economic
outlook. Following the onset of the COVID-19 pandemic, measures implemented to contain the spread of
the virus resulted in very large economic contractions in most economies over the first half of 2020. The
sharp contraction in activity came at a time when inflation pressures were already subdued. The outlook
for the global economy deteriorated significantly and involved a high degree of uncertainty. Even as the
recovery in global and domestic activity got under way in the second half of 2020 and in to 2021, the
outlook for activity and inflation remained highly uncertain.

In Australia, the high degree of uncertainty about the outlook extended well in to 2021. Outbreaks of the
Delta variant of COVID-19 led to long lockdowns in parts of Australia affecting a large share of economic
activity. The setback to the economy from this outbreak was significant; GDP contracted by around

2 per cent in the September quarter 2021 D one of the largest quarterly declines on record. The labour
market was also materially affected by the lockdowns in response to the Delta variant. The Australian
economy staged a strong recovery in late 2021 and economic activity remained quite resilient to the
disruptions caused by the outbreak of the Omicron variant and the east coast floods in 2022.

Underlying inflation was 1y per cent over the year to June 2021, just prior to the Delta outbreak. Inflation
picked up in the second half of 2021, but large price movements in a small number of components
accounted for a significant share of the increase in headline inflation. At the time it was difficult to
disentangle the contribution to inflation from temporary disruptions from the Delta lockdowns from more
persistent trends. Wages growth had remained subdued through the second half of 2021; growth in the
Wage Price Index was 2.3 per cent over 2021, well below the rate consistent with inflation being
sustainably in the BankOs target range.

Prior to the COVID-19 pandemic, consumer price inflation had been below the BankOs target for a number
of years. Low inflation had also become the norm internationally during this period, with many advanced
economies recording average inflation outcomes below 2 per cent. Several factors contributed to low
inflation in Australia and internationally. Many countries experienced a prolonged period of spare capacity
in the labour market. In Australia, the unemployment rate was relatively low by historical standards, but
the unemployment rate that would typically generate meaningful upward pressure on wages growth was
likely to have been lower than in the past. Additionally, globalisation and advances in technology affected
the level of prices in many countries for much of the past decade. This occurred through increased
competition for a wide range of goods and services and reductions in the cost of production.

The package of monetary policy measures the Bank put in place in response to the pandemic has
supported the economy to recover from the pandemic and transition to strong durable growth with low
unemployment and a pick-up in wages growth from low levels observed in the years prior to the
pandemic. These actions were taken to support a transition to a strong and durable expansion
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characterised by the BankOs goals of full employment and price stability in the economy, with inflation
consistent with the target over time.

The BankOs use of unconventional monetary policy measures allowed the Bank to provide significant
monetary policy support to the economy in the wake of the pandemic despite the already low level of the
BankOs main policy tool, the cash rate. At the same time, lessons can be drawn from AustraliaOs evolving
experience with using these policy measures.

¥ While the time-based forward guidance implied in the yield target helped to ease financial conditions
at the height of the pandemic, this feature meant the yield target was not well-suited to respond to
changing conditions and eventually became ineffective as the economic recovery progressed.

¥ The Bank discontinued the yield target when it was assessed to be inconsistent with the BankOs policy
aims. In the event, the exit was disorderly and associated with bond market volatility and some
dislocation in the market, as market participants interpreted the BankOs actions in real time, ahead of
communication from the Bank following the subsequent Board meeting. Following this experience,
the Board decided to strengthen the way it considers the full range of scenarios when making policy
decisions, taking into account the flexibility of policy to respond to changing circumstances and the
associated operational and communication challenges.

¥ Compared with the yield target, the bond purchase program provided more flexibility to respond to
evolving economic circumstances. The fairly short-time frames of each of the various stages of the
bond purchase program to which the Board committed facilitated a timely and relatively smooth end
to purchases under the program. However, the program is expected to entail a sizeable financial cost
to the Bank, although there are some offsetting financial benefits for the broader public sector balance
sheet. In light of this experience, the Board remains of the view that it is appropriate to consider use of
a bond purchase program only in extreme circumstances. The Board has also noted the importance of
evaluating any potential future use of a bond purchase program against other policy options at the
time, taking into account the costs of the bond purchase program under a full range of scenarios. A
review of the bond purchase program will be published on the Reserve BankOs website.

The Bank has implemented the policy measures as directed by the Board and remained flexible in the
course of achieving its operational targets as set by the Board in the changing environment. This included:
adjusting the operational details of the BankOs regular open market operations so that they remain fit for
purpose as liquidity conditions, the economic outlook and the BankOs monetary policies evolve; and
adjusting the BankOs securities lending activities as required to support the smooth functioning of govern-
ment bond markets.

The challenge now is to return inflation to the 2B3 per cent inflation target over time.

The stability of the financial system

Purpose

The Reserve Bank has a responsibility for fostering overall financial stability in Australia. Given the serious
damage to employment and economic prosperity that can occur in times of financial instability, the Bank
has long had an implied mandate to pursue financial stability. The BankOs longstanding responsibility for
financial system stability is recorded in$tetement on the Conduct of Monetary.Policy
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The Bank works with other regulatory bodies to foster financial stability. The Governor chairs the Council of
Financial Regulators (CFR), which brings together the Reserve Bank, the Australian Prudential Regulation
Authority (APRA), the Australian Securities and Investments Commission (ASIC) and the Australian
Treasury. The CFR is a non-statutory body whose role is to promote the stability of the Australian financial
system and support effective and efficient regulation by the financial regulatory agencies. The CFR draws
on the expertise of other non-member government agencies where appropriate, and meets jointly with

the Australian Competition and Consumer Commission (ACCC), AUSTRAC and the Australian Taxation
Office at least annually to discuss broader financial sector policy. The BankOs central position in the financi
system, and its position as the ultimate provider of liquidity to the system, gives it a key role in financial
crisis management, in conjunction with the other members of the CFR.

Results and Analysis

Performance Summary: Financial System Stability

Performance measures and
Key activities targets Results

Support overall financial A stable financial system that i$he financial system has remained resilient

stability able to support the economy despite the ongoing effects of the pandemic. The
BankOs expansionary monetary policy measures
supported the economic recovery through
further COVID-19 waves by providing low-cost
funding throughout the economy. Higher-than-
expected inflation and rising interest rates have
the potential to pose a risk to the financial
system. The BankOs assessment is that household
and business balance sheets are well placed to
manage the rise in interest rates. CFR agencies
continue to monitor potential risks to financial
system stability, and stand ready to respond as
necessary

Work with CFR agencies and The CFR closely monitored the impact of
international bodies to identify pandemic-related lockdowns and disruptions on
and appropriately address  the economy and financial institutions. It also
evolving systemic risks continued its ongoing focus on housing-related
risks, supporting APRAOs decision in October 2021
to increase the interest rate serviceability buffer
on residential mortgages. Later in 2021/22, there
was a major focus on RussiaOs invasion of Ukraine
and risks arising from increasing interest rates
and higher inflation. Other areas of attention
included the regulation of crypto-assets and risks
associated with climate change and cyber
attacks. The CFR issued quarterly statements that
outlined its discussions and assessments of these
and other areas of focus

Assess and communicate risks'he Bank uses a wide set of data and information

to financial stability, including sources to identify and assess emerging

through the BankOs half-yearlyulnerabilities in the Australian financial system,

Financial Stability Review as well as potential cross-border channels of risk.
The Bank communicates its assessments of these
and other risks primarily through the half-yearly
Financial Stability Reviayt also througiBulletin
articles and speeches
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The Australian financial system has remained resilient throughout the year. With banks at the core of the
financial system, their underlying financial health (with high capital levels and strong profitability) and high
asset quality (evidenced by low and declining arrears rates) enabled them to continue supporting the
economic recovery from the pandemic via ongoing lending to households and businesses. The
implementation of G20 financial sector reforms after the global financial crisis (such as Basel lll), APRAOs
robust domestic regulatory and supervisory framework, and input on emerging trends and systemic risks
by the Bank and other CFR agencies helped to achieve these outcomes.

Both capital levels and arrears rates improved further during 2021/22, reflecting regulatory requirements
(such as Ounquestionably strongO capital ratios), prudent risk management by institutions and the overall
healthy position of household and business balance sheets going into the second year of the pandemic.
The latter in turn was due to several factors, including the cumulative effects of substantial fiscal payments
by governments (which boosted incomes and savings), and other measures such as loan repayment
deferrals and a pause on insolvency proceedings. The accommodative policies of the Bank also supported
the expansion, with a stimulatory setting of the cash rate target and the provision of low-cost funding for
the banking system.

The experience with the COVID-19 pandemic highlighted the benefits of the CFR framework. While each
CFR member has its own mandate, the forum allowed the CFR agencies to share insights and draw on
each otherOs expertise in assessing and responding to developments. The CFR provides the Bank, jointly
with the other members, an important Otoold for meeting its financial stability mandate via its
communications. The CFROs public statements during the year helped present a consistent cross-agency
view on a range of developments affecting the financial system, thereby both informing public debate

and enhancing confidence. CFR quarterly statements complemented the assessments issued by the Bank
in its semi-annudinancial Stability Revi@whe main way in which the Bank expresses its views on trends
and emerging risks in the financial system.

The BankOs analysis of financial stability trends and risks during the year depended heavily on databases
and other information available to the Bank. The Bank continued to make use of existing databases, in
particular the individual financial institution regulatory data it receives from APRA. While the Bank does not
regulate individual banks, insurers or pension funds, the APRA data are central to the BankOs assessment
risks in parts of the financial system. New data providing additional insights were also used, as was the
case for a September 20Rdlletirarticle on the potential impact of climate change on Australian banks.

Highly disaggregated (or Qunit recordd) databases were also critical for analysing the financial stability risk:
facing households and businesses given risks emanate from individual borrowers. For these sectors, surve)
data such as those contained in the Household, Income and Labour Dynamics in Australia (HILDA) and
Survey of Income and Housing (SIH) surveys of the Australian Bureau of Statistics (ABS), allowed pockets
vulnerability (such as higher-risk borrowers) to be identified by Odrilling downO into the data. The Bank has
also made increasing use of the loan-level data contained in the Securitisation Dataset and the
disaggregated business level data available in the Business Longitudinal Analysis Data Environment
(BLADE) of the ABS, with both featuring heavily in analysis presented in iss\r@sanfciaé Stability

ReviewAs interest rates increased in the face of high inflation overseas and also domestically, the Bank
used applied scenario analysis to analyse the impact of higher interest rates on indebted households and
businesses, and on financial institutions. The results, which were published in the Afiribh0oRz2

Stability Reviewere a timely contribution to the public discussion about possible effects of interest rate
increases. Models in this case, and also its bank stress-testing framework, were important tools used by the
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Bank during the year to estimate potential effects of certain events or triggers. Results from the BankOs
stress tests were published in the October Zi4ncial Stability Revieich indicated that banksO
capital levels would remain above minimum requirements even in a severe economic contraction.

The participation by the Bank in global bodies also provided an important source of intelligence and
insights, both in terms of established work areas such as ongoing financial vulnerabilities assessment, but
also regarding the shock created by RussiaOs invasion of Ukraine. In terms of the latter, this enabled a mor
comprehensive analysis of the financial consequences of the war by Australian regulators, including of the
effect on AustraliaDs economy and financial system. The Bank places a high priority on these international
forums, which also allow Australian perspectives to be provided when these bodies develop global
assessments of risks and relevant international policy responses.

A secure, stable and efficient payments system

Purpose

There are several distinct aspects to the Reserve BankOs role in the payments system, including those of
policymaker, overseer and supervisor, and owner and operator of key national payments infrastructure.

In relation to the BankOs policymaking role, it is the duty of the Payments System Board to ensure that the
Reserve BankOs payments system policy is directed to the greatest advantage of the people of Australia,
and to ensure that the powers of the Bank undePtament Systems (Regulation) Acaté9Be

Payment Systems and Netting Actat®3ercised in a way that, in the Board®s opinion, will best

contribute to:

a. controlling risk in the financial system
b. promoting the efficiency of the payments system

c. promoting competition in the market for payment services, consistent with the overall stability of the
financial system.

In addition, it is the Payments System BoardOs duty to ensure that the powers and functions of the Reserve
Bank under Part 7.3 of tBerporations Act 208k exercised in a way that, in the BoardOs opinion, will best
contribute to the overall stability of the financial system. These powers and functions relate to the
supervision of central counterparties and securities settlement facilities, which are key components of the
infrastructure that supports financial markets. The BankOs payments policy area also acts as overseer of
Australia0s high-value payment system, the Reserve Bank Information and Transfer System (RITS).

The BankOs operational role in the payments system is effected through its ownership and management of
RITS (including the Fast Settlement Service (FSS)), which is used by banks and other approved institutions
to settle their payment obligations efficiently on a real-time, gross settlement basis. This ensures that there
is no build-up of settlement obligations associated with high-value transactions and thereby promotes

the stability of AustraliaOs financial system.
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Results and Analysis

Performance Summary: A Secure, Stable and Efficient Payments System

Performance measures and

Key activities targets Results

Support competition and Monitor the outcomes for In 2021/22, the Bank focused on:

efficiency in the paymentgonsumers and businesses ¥ least-cost routing (LCR) functionality, where

system and financial following past reviews of the merchants can choose to route transactions

system stability regulatory framework for card on dual-network debit cards to the lowest-
payments. Undertake policy cost processing network

work focusing on the strategic v

priorities identified by the progress on the delivery of real-time

Payments System Board payments services for consumers and

(including supporting the shift bUS|_nes_ses ] ) _ .
to low-cost, convenient, ¥ policy issues associated with the rise of Obuy
inclusive and reliable d|g|ta| now, pay laterO services and large technology

payments, and responding to companies in payments
any access, competition or

efficiency issues associated with

new technologies and

participants in the payments

system) and any issues of

competition, efficiency or risk

identified in liaison with

stakeholders

Complete work on the This work is complete. The Bank published a
comprehensive Review of Retaibnclusions paper (and associated draft
Payments Regulation, which standards) and worked on implementing the
commenced in late 2019. conclusions of the Review in the first half of 2022
Monitor compliance with the

Bank®s card payments

regulations

Respond to any The Bank provided support to the Treasury on
recommendations on the Banki®mplementing the recommendations from the
regulatory framework for Review. This work has focused on modernising

payments stemming from the the BankOs regulatory framework under the

Treasury Payments System Payment Systems (Regulation) Acaté98

Review introducing a licencing regime for payment
service providers. As part of a future licencing
regime, the Bank is developing common
payment system access requirements and a new
authorisation regime for industry standard-
setting bodies, in consultation with the
payments industry

Prepare for and design the lateStaff have worked on the design of the survey
triennial Consumer Payments and a tender for the provision of the CPS will be
Survey (CPS) conducted in late 2022

Undertake research and work In 2021/22, this work focused on:

with industry on policy issues ¥ analysing policy issues associated with the
relating to both legacy and emergence of digital wallets and Obuy now,
emerging payment methods, pay laterO services

including work to support the ¥ overseeing industry efforts on the future of

ongoing provision of cash ;
services, monitoring the wind- the cheques and direct entry systems

down of the cheques system ¥ research on the case for, and implications of,
and planning for the eventual issuing CBDC

closure of the direct entry

system, and research on the

possible issuance of CBDC and

other innovations in payment

systems
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Performance measures and
Key activities targets Results

Support work being undertakeithe Bank participated in work on cross-border
as part of the G20 roadmap orpayments as part of the G20 Roadmap
enhancing cross-border

payments

Work through the CFR to revieWihe Bank has been assisting Treasury with
the regulatory framework for implementing the GovernmentOs reforms to the
stablecoin arrangements. Worlpayments licensing framework, including for
with the Australian Governmerstored-value facilities. The Bank has also
and other CFR agencies to  contributed to CFR work on incorporating
implement the changes to the stablecoins used for payments into this
regulatory framework for storedegulatory framework

value facilities stemming from

the recommendations in the

CFROs 2019 report to the

government

Work with industry to This work is_ongoing. It is being coordinated by

modernise payment messagindusPayNetOs 20022 Program Management Office

standards via participation in and overseen by an Industry Migration Steering

the 1ISO 20022 migration proje€@ommittee. Full migration of the Australian high
value payments system is expected by the end of
2024

Implement the new reporting This work is complete. Data on the reliability of

and disclosure framework for retail payment services provided to households

retail operational performance and businesses are being published on the
websites of the individual payment service
providers. The list of providers and their URLs can
be found on the RBA website at:
https://www.rba.gov.au/payments-and-
infrastructure/resources/reliability-
disclosures.html

Work by the BankOs Innovatiomhe Bank completed:

Lab and with external partners ¥ a proof-of-concept with industry partners on
to research the case for, and the use of CBDC to improve the settlement
implications of, CBDCs of tokenised syndicated loans (Project Atom)

¥ a proof-of-concept with other central banks
and the BIS Innovation Hub on the potential
for a common international platform that
could be used to settle transactions in CBDCs
across different jurisdictions and currencies
(Project Dunbar). This work also formed part
of the BankOs contribution to supporting the
G20 roadmap on enhancing cross-border
payments

¥ other research into the merits of issuing
CBDC, and the potential forms it could take

Promote the safety and Assess RITS and licensed ~ Assessments were published for the ASX clearing

resilience of FMIs clearing and settlement (CS) and settlement (CS) facilities in September 2021
facilities against relevant and for LCH LimitedOs SwapClear service in
standards. The frequency, scopecember 2021. In these assessments, the Bank
and level of detail of a judged that the entities had conducted their
compliance assessmentis  affairs in a way that causes or promotes overall
proportional to the systemic  stability in the Australian financial system, and
importance of a CS facility to had made progress against regulatory priorities
the Australian financial systemset by the Bank. The Bank also set out a series of
Establish recommendations arrégulatory priorities for each of the facilities for
regulatory priorities as the subsequent year. In June 2022, the Bank
appropriate for each high-valugublished its assessment of RITS against the
payment system and CS facilitirinciples for Financial Market Infrastructures,
based on these assessments concluding that RITS observed all relevant
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Performance measures and
Key activities targets Results

principles other than the principle on operational
risk, which RITS was assessed to be broadly

observed
Undertake reviews as Following the most recent review, RITS and CLS
appropriate to determine remain the only payments systems subject to

whether additional FMIs shouléngoing oversight by the Bank at this stage

be subject to supervision or  The Bank assisted the Department of Home

oversight by the Bank Affairs with the application of the GovernmentOs
critical infrastructure reforms to the operators of
payment systems specified as critical in Australia

Work with the Australian The Bank continued work preparing for the
Government on implementing implementation of the reforms

the reforms to the regulation of

FMIs, including crisis

management powers over

Australian CS facilities. Develop

operational plans to execute

any powers granted under the

regime

Contribute to international Bank staff participated in international policy
policy work on FMI resilience development and implementation on crisis

and crisis management management and the resilience of FMIs

Adapt domestic regulatory No changes to domestic regulatory standards
standards in response to were required. In February 2022, the Bank and
international developments. ASIC agreed a revised Memorandum of

Support international Understanding on supervisory cooperation with
supervisory cooperation the European Securities and Markets Authority, in

order to align with recent changes to the EU
regime for recognition of non-EU central

counterparties
Ensure the regulatory  Actively engage with The Bank surveyed CS facilities and participants
framework for payment stakeholders and conduct in the retail payments system to obtain on
systems and FMIs is research to understand feedback on its regulatory performance. The
consistent with the emerging issues affecting the feedback was generally positive. Some entities
Australian GovernmentOsnvironment in which regulate@ncouraged the Bank to devote more effort to
principles of regulator besntities operate scanning the environment to understand the
practice latest developments

Respondents generally reported that the BankOs
Review of Retail Payments Regulation was carried
out well, and suggested some areas for
improvement including by giving stakeholders
more time to provide submissions. A few entities
suggested that the Bank could provide more
updates during the final phase of regulatory
reviews to allow stakeholders a final opportunity
to provide feedback and plan earlier for any
changes that might be needed

Respondents generally reported that the BankOs
regulatory requirements were streamlined and
proportionate to the risks involved. In order to
minimise ad-hoc requests, some stakeholders
noted there would be benefits in the Bank
further automating its reporting requirements
and providing greater clarity and context around
how some information reported to the Bank is
used

Ensure regulatory requirementSurvey feedback on cooperation between the
are streamlined, proportionate domestic regulators has been positive and also
to risks and coordinated with highlighted that the BankOs engagement with,
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Performance measures and
Key activities targets Results

other regulators, and build and reliance on, overseas home regulators of

capability in data analysis to FMIs helps to minimise regulatory duplication

efficiently monitor compliance The Bank has enhanced its capacity for data
analysis, with the first group of CS facilities
commencing regular reporting as part of the FMI
data project. This project introduced modern
data delivery methods, which also provides an
opportunity for FMIs to rationalise and automate
their reporting processes

Communicate with regulated Survey feedback generally characterised the

entities in a timely, clear and BankOs communications as timely, clear and

consistent way, including on  consistent. A few stakeholders noted that they

regulatory priorities found the BankOs published material on its
regulatory priorities very useful (for example in
speeches by staff) and that receiving more
regular updates about the BankOs payments
priorities would help them plan more effectively
to meet the BankOs expectations

Ensure the operational RITS availability at 99.95 per deiES availability was 99.985 per cent during core

reliability of RITS during core hours hours in 2021/22
RITS FSS availability at FSS availability was below target at
99.995 per cent on a 24/7 basi89.990 per cent due to a vendor software issue
with most transactions that occurred in April 2022
processed in less than one
second

Complete a refresh of FSS  The Bank has completed the detailed design and

infrastructure by mid 2023 commenced building the non-production
environments. The project is on track to finish in
mid-2023

Develop enhancements to RITBhe Bank is actively involved in the industry-led

and related back office systemsyigration to the ISO 20022 standard as both an

to support ISO 20022 readinesgperator and participant of related payments

for testing by the first quarter ofhfrastructure. The project has now entered the

2022 industry testing phase. The Bank has also
continued work in preparation for the migration
of legacy messages used by some batch
administrators as well as the RITS Automated
Information Facility (AIF) to the ISO 20022
standard. To minimise the disruption of migration
to members, the new message standards will be
introduced in phases, including an industry-
agreed coexistence phase

Ensure the cyber securityOngoing investment and The BankOs ongoing program of cyber resilience

of RITS regular reviews and testing to work helped underpin the reliable operation of
support cyber resilience. In  RITS in 2021/22. In July 2021, the BankOs payment
2021/22, this will include settlement systems were recertified under the

completion of the BankOs roleli®0 27001 standard for Information Security

supporting the testing of RITS Banagement and, in November 2021, the Bank

part of the CFR-sponsored pilatompleted its independently assessed

Ored teamO exercise for financiampliance attestation to the SWIFT Customer

institutions Security Controls Framework, with full
compliance to all mandatory controls. During the
period, RITS was part of a CFR sponsored threat
intelligence exercise, testing the cyber maturity
and resilience selected of institutions and market
infrastructures. This confirmed the strength of
the BankOs current RITS security controls while
highlighting some areas for further improvement

Complete the implementation  The Bank has updated its RITS member security
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Performance measures and
Key activities targets Results

of updated RITS member end requirements in line with an independent risk

point security requirements  assessment conducted in late 2020. Members are
required to comply with these standards by the
end of 2022. The Bank is also in the process of
updating the equivalent security standards
applicable to RITS feeder system operators

The Reserve BankOs work in the payments area in 2021/22 occurred in an environment that was continuing
to change rapidly. There has been an ongoing shift in consumer payments away from the use of cash and
cheques and towards cards and other electronic means of payment. There has also been rapid
technological change and innovation, with new payment products and services being adopted, and the
entry of new players into the payments system. These changes can improve the convenience and security
of payments to end users, but can bring particular risks and competitive issues into sharper focus.

The Bank considers that the existing regulatory arrangements for the payments system in Australia have
worked well and have helped shape a payments system that generally provides high-quality services for
Australian households and businesses. However, the payments ecosystem is now more complex than
when the current regulatory arrangements were put in place in the late 1990s. Given this, the Bank
welcomes the GovernmentOs proposed payments regulatory reforms, including the development of a
strategic plan for the payments ecosystem and measures to modernise the BankOs regulatory powers.

The Bank supports the Government proposed reforms to the regulation of FMIs. The aim of the reforms is
to ensure that the Australian financial system is supported by resilient, efficient and stable FMIs. The
reforms include enhancements to the licensing regimes for clearing and settlement (CS) facilities and
stronger supervision and enforcement powers for ASIC and the Reserve Bank. The reforms also include
crisis management powers over Australian CS facilities.

To ensure the Bank does not unnecessarily impede the efficient operation of CS facilities, the BankOs
regulatory framework is closely aligned with international standards. The Bank is committed to making

sure the frequency, scope and level of detail of assessments appropriately aligns with each CS facilityOs
systemic importance to the Australian financial system. This Ograduated® approach is set out in the Bank®
Approach to Supervising and Assessing Clearing and Settlement Facility Lisbicgeespublished on

the BankOs website.

The delivery of efficient and effective banking services to the
Australian Government

Purpose

Insofar as the Commonwealth of Australia requires it to do so, the Reserve Bank must act as banker for the
Commonwealth. The Reserve BankOs banking services fall into two categories: those services provided in
its capacity as the central bank; and those transactional banking services it provides to Australian govern-
ment agencies. In common with many other central banks, the Bank also provides banking and custody
services to a number of overseas central banks and official institutions. The banking services offered to the
Australian Government and other central banks include payments and collections, as well as general
account maintenance and reporting services.
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Results and Analysis

Performance Summary: Deliver Efficient and Effective Banking Services

Performance measures and
Key activities targets Results

Ensure central banking Work with key stakeholders to As the provider of the CommonwealthOs Official
services remain fit for maintain and improve, where Public Account, the Bank works closely with both
purpose possible, the central banking the Department of Finance (Finance) and the
services provided to the Australian Office of Financial Management
Commonwealth of Australia (AOFM) to ensure the services associated with
management of this account remain fit for
purpose. Following the implementation of new
cash management arrangements in 2020/21, the
Bank maintained its engagement with Finance
and the AOFM to identify opportunities for
further improvement. The Bank also worked with
Finance and a third party payments provider to
ensure compliant payment services can be
provided to Australian Government agencies

Satisfy financial Minimum return on capital for The BankOs banking services achieved the
performance benchmarkdransactional banking businessninimum required return in 2021/22. Pro forma
equivalent to the yield on accounts for the transactional banking business

10-year Australian Governmentan be viewed in the chapter on OBanking and
Securities plus a margin for risRayment ServicesO

Progress on activities to Provision of high-quality, cost- The Bank extended service provision to several
deliver convenient, secureffective banking services to new customers during 2021/22, while retaining
reliable and cost-effectivegovernment and other official all existing agency customers

banking services to agency customers and, in turn,

customers the public, including:

¥ continued development The Bank continued to work with the industry to

of banking services and develop new NPP capabilities, particularly a new

systems, including NPP way to pre-authorise payments, known as PayTo.

capabilities The first phase of this service was completed in
June 2022 and will enable the BankOs customers
to enter into a PayTo payment agreement with a
creditor for the payment of goods or services.
This could be a one-off or recurring payment
arrangement. The next phase of PayTo will
enable the BankOs customers to establish PayTo
payment agreements with debtors

¥ supporting agency The Bank:
customers as they ¥ assisted Services Australia in processing and
migrate payments from delivering COVID-19 and disaster recovery
legacy payment systems  payments on a 24 hour/7 day basis

to new systems ¥ supported agency customers with their
planning and system implementation of new
payment and data capabilities

As the COVID-19 pandemic continued into 2021/22, the Bank maintained its focus on service delivery,
supporting the Australian GovernmentOs business-as-usual and COVID-19 payment programs. In
collaboration with Services Australia, the Bank leveraged its real-time fully integrated payment capabilities
for the processing and delivery of COVID-19 support payments to the Australian public. This comprised a
range of payments to businesses and consumers affected by the pandemic and included almost

700,000 payments distributed via the NPP on Sunday 15 August 2021. The NPP was also used to ensure
the rapid delivery of payments to those in need as a result of catastrophic flooding in NSW and
Queensland. As with 2020/21, this was achieved with the majority of the BankOs staff working remotely.
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Delivery of these large-scale payment programs via the NPP demonstrated the maturity of the NPP in
terms of account reach and highlighted the importance of 24/7 reliability.

Notwithstanding the continued focus on delivery of government payments and other related effects of
the pandemic, significant progress was made on new payment initiatives, culminating in the delivery of
NPP PayTo Payer services in June 2022. The Bank continues to work on a large number of multi-year
payment related initiatives, encompassing NPP related services, participating in the industry migration of
cross-border and domestic payments traffic to ISO 20022 international messaging standards, and
upgrading of its underlying banking technology services. During 2021/22, the Reserve Bank continued to
ensure it remained in a position to respond appropriately to the Australian GovernmentOs needs with
convenient, secure, reliable and cost-effective central banking and transactional banking services.

The provision of secure and reliable banknotes

Purpose

The Reserve Bank is responsible for the issue, reissue and cancellation of Australian banknotes. Its primary
purpose in carrying out this role is to maintain the capacity of Australian banknotes to provide a safe,
secure and reliable means of payment and store of value. The Bank works with its wholly owned
subsidiary, Note Printing Australia Limited (NPA), to design and produce banknotes. NPA also produces
banknotes for other countries and AustraliaOs passports. The Bank distributes banknotes to financial
institutions, monitors and maintains banknote quality in circulation and withdraws unfit banknotes from
circulation. It also monitors and analyses trends in cash usage and counterfeiting, and conducts research
into banknote security technology.

Results and Analysis

Performance Summary: Provide Secure and Reliable Banknotes

Performance measures and

Key activities targets Results

Ensure Australian Maintain or improve public  The Bank conducted a survey on perceptions,
banknotes provide a safeperceptions of Australian usage and behaviour related to AustraliaOs
secure and reliable meanbanknotes, as measured in thébanknotes. The results show that public

of payment and store of Reserve Bank survey perceptions of Australian banknotes have
value, as follows: remained favourable, with 69 per cent of

respondents perceiving the NGB series to be
sufficiently secure against counterfeiters, similar
to the 2020 results. In addition, 76 per cent of
respondents noted that they liked the new
banknotes, largely unchanged from the previous
yearOs results

Meet banknote demand  More than 95 per cent of  The target was met. All transactions were fulfilled
banknote orders from on the same day as requested with the exception
commercial banks fulfilled by of one transaction in September 2021, which was
the Bank within three days of deferred by one day. This was as a result of
request necessary precautionary measures after both the

National Banknote Site (NBS) and the BankOs
contingency site in Craigieburn were identified
as potential COVID-19 exposure sites. Liaison
with the commercial bank concerned confirmed
there was no material impact resulting from the
delay as there was sufficient banknote stock on
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Performance measures and
Key activities targets Results

hand to meet immediate demand

Ensure Australian Monitor actual and emerging Australian banknote counterfeiting rates,
banknotes remain securegounterfeiting trends remained low by historical and international
durable and cost effective standards. The estimated counterfeiting rate was

8 counterfeits per million banknotes in
circulation in 2021/22, down from a peak of
around 31 counterfeits per million banknotes in
2014/15. The Bank also continued to monitor
international developments in counterfeiting,
including through engagement with other
central banks and international organisations

Evaluate and develop security The BankOs key initiative to enhance banknote
features that could be deployedecurity has been the release of the new
on Australian banknotes to  banknote series with upgraded security features.
combat counterfeiting threats, Work on the Next Generation Banknote (NGB)
extend circulation life and/or program concluded in 2020/21, with the new
reduce production costs $100 banknote entering circulation on
29 October 2020. In addition the Bank operates
an R&D program to develop and test security
features for future Australian banknotes, along
with testing and implementing solutions to
reduce costs and increase circulation life

Ensure high-quality Banknote production orders byNPA met 95 per cent of the BankOs orders for new

banknotes the Bank to be met by NPA  series banknotes to the required quality standard
within agreed quality and as per the initial annual delivery schedule.
parameters The shortfall of 5 per cent was the result of minor

production delays owing to the pandemic. These
banknotes will be delivered as part of the
2022/23 order. This shortfall in the banknote
order did not compromise the BankOs ability to
meet public demand or jeopardise its target
contingency stock of banknotes

Maintain quality of banknotes ifihe measurement of the quality of banknotes in
circulation above the minimumcirculation was interrupted by the COVID-19
quality standard agreed with pandemic, but the introduction of virtual
industry sampling (using video-conferencing technology)
allowed normal sampling to resume. From the
sample of banknotes obtained, quality remains
good. The update of standards to include NGB
security features has been delayed due to the
Review of Banknote Distribution Arrangements

While the proportion of payments made using banknotes is declining relative to electronic payments, the
value of banknotes on issue increased at an above average pace over 2021/22. This increase was driven b
fewer banknotes being returned to the Bank from circulation, as well as ongoing demand for high-
denomination banknotes, which is likely to reflect the importance of cash as a store of value in times of
uncertainty and dislocation. The Bank has continued to meet demand for banknotes by ensuring orders

are fulfilled. The release of the new series of banknotes with upgraded security features has supported
public confidence in banknotes. AustraliaOs level of counterfeiting remains low by international standards.

RESERVE BANK OF AUSTRALIA ANNUAL REPORT b 2022



74 RESERVE BANK OF AUSTRALIA



Operations iniRkancial Mikets

The Resere Bank operas in domestic and ietational financial mkets b

achieve its poliy objedives These operations include implementing the mongtar
policy decisions of theeRere Bank 8ad, facilitating the smooth futioning of

the payments systm, manaig the natio® breign exchange esere assets and
providing bankng sewices b clients (mainly theustralianGovemment, as well as
foreign central banks).

Duiing 2021/22 in esponsea the stong recovery of the Aistralian econory) the Rsere Bankdok a
number of s¢ps b taper and then bdg to withdrav the exraodinarly monetay suppot that was put in
place b suppot the Australian economduiing the COVIB19pandemic This included discontinuing a
number of uncorentional monetay polioy measues adopéd in the wak of the pandemicas \ell as
increases in the cash eataget.

In Norember 2021, the yield gt on the Apit 2024govemmentbond was discontinuecas was the
time-based element of the BaBlcommunication that, in the central scéogpolicy interest raes vere
unlikely b be inceased until 2024he& rat of bond puchases under the bond pehase ppgram was
reduced fom Sptember 2021, and mepurchases ceased ielbruay 2022.n1 May 2022, the éserve
Bank Bard staed that it would allav the Ban® bond potfolio to gradually oll off as those bonds
matured; it also nad that it was cuently not planning on selling those bond holdin@ss meant that
the contibution of the Ban® bond holdingsd lower bond yields wuld slavly diminish er time as the
bonds matue. These ations over2021/22followed the closue of the 8m Runding Fcility (TFF)d new
drawvdowns at the end of June 2021.

In responsed fising inflationay pressues in the econoy in My 2022he Bard began withdraving
monetaly poligy stimulus l inceasing the cash mtaget and the in¢rest raé paid on Echange
Settlement (ES) balancdsincreased these policraes by 25basis points at its @ meeting and i
50basis points at each of its Judely August and 8ptember meetings

As expeted, financial conditions ka become less expansiogalongside expeed and atual inceases
in the cash rat Bank® funding costs\waisen fom hisbrical lavs, as hee housing and business émést
rates he Resere Banl® balance sheeemains much Iger than histrically as aesult of the vaous
uncornventional polig measues although it is expéed to decline sigificantly aer the llowing couple
of years as funding prvided b banks under the TFF masrand agovemmentbonds held ly the Bank
gradually matue.
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Monetary policy implementation

As a esult of stps talen o reduce the stimulus being gvided fom the uncowentional monetay policy
measues wer time the Rsewe Banl balance sheet will decline in agictable wa over coming pars

The higher sysim liquidity that hasesulied flom these monetar polioy measues will also decline

While these changes will coibite to the gadual withdraval of monetay policy stimulusthe Rsewe
Bank Bard® main operational tget for adjusting monetar poligy is the cash rat This is the rat at
which banks baow and lend ¢ each other on anvemight, unsecwed basisThe Bbad inceased the
cash rae taget at erery meeting betveen May and 8ptember 2022, takg it flom 0.1(percent ©
2.35percent, alongside ceesponding inagases in the ratpaid b banks on ES balancésm zro

percent b 2.25ercent.

Cash Rate
% %
2.0 2.0
15 ,J 1.5
1.0 ’J 1.0
0.5 ‘ 0.5
Target c|ash rate Actual cash rate
0.0 : ————0.0
_O 5 1 1 1 1 1 1 1 1 _O 5
S D M J S D M J S
2020 2021 2022
Source: RBA

The substantial inease in the amount of liquiglitn the bankg sysém aising fom the paclage of
policy measuwes intoduced dumng the pandemic has continued afect money makets as expded. h
particular adivity in the cash m&et emains laver than in the péod preceding the pandemic because
most banks hae ample liquidif to settle their pgments and little needtborow more in the @emight
market. Alspthe cash ratcontinuesa trade belav the cash rat taget but abae the inerest raé paid
on ES balancewith the spgad betveen the cash ratand the intrest raé on ES balancesfleding a
small cedit premium and transdmn costs The Bard has kpt the spead betveen the cash rattaget
and the inerest raé on ES balances atldsis pointssuch that the doal cash ra remains closeotthe
cash rae taget. h compaison, the intrest raé on ES balances wask2sis points belw the cash rat
target bebre the pandemic

The funds traded in the cash rker ae the balances heldylfinancial institutions in theirdeange
Settlement Acounts (ESH) at the Bsewe BankThese accounts arheld ly aound 100financial
institutions and & used ¢ settle pgment obligations beteen these institutionshe aggegat level of
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ES balances changes assult of pgments made oreceived by cusbmers of the Bank (pcipally the
AustralianGovemment) and ESA holderand as asult of transdamons undetaken by the Bank on its
own behalf These include undéaking repurchase ageements @pos) collaralised with eligple
secuities buying or sellingovemmentsecuities on an outght basisor usingdreign exchange (FX)
swaps inolving Australian dollars

Open Market Opemtions

The Reserve Bank undéakes transaions in domestic financial ni@ts b implement the polig decisions
of the Rsere Bank 8ad and facilitag the smooth funtioning of the pgments systm. Hstorically this
has pmcipally ivolved the Rsere Bank transéiog in domestic financial mkats in its open maet
operations QMO) t keep the cash ratconsistnt with the cash rattaget set ly the Bard. A ley class of
transadion that the Bank has hisically usedd achiere this has beerepos contrated as parof its
regular moning OMO Repos ivolve the puchase of high-qualitcollaeral sectties whee the Bank
acquies the secilities br a peiod of time in eghange 6r cash (i.6unds depositd into an ESA)h& Bank
also equires the value of the sedties b exceed the cash lentyba specific mgm (see belw). A a
result, thee is ery little isk of the Bank inaimg financial lossdm these transdions The secuities
acceptd by the Bank include sediigs issued pthe AistralianGovemment (AGS), the dstralian stats
and eritories (semis), and ¢ain appoved inemational seereign and supranational issuefscuities
issued ly banksassebacled secuities and cquorate bonds that meet céain citeria ae also eligple or
repo in the Rsere Ban® OMOFX swaps @another ype of transaion that the Bank has used in the
past b manage sysm liquidity; swapping Astralian dollar®f foreign curencies in@ases the supply of
ES balances in the sameyves agpo transagon.

As discussed abe, the lage incease in synlus ES balances has meant that the cashhest traded
between the cash rattaget and the intrest raé on ES balance®ie ample sysim liquidiy meant that
the Resewe Bank no longer tgeted a specific iel of ES balancesesy day, as it had done gviously in
order br the cash ratto trade as close as possilddhe cash rat taget. Moreover, the demanddr OMO
funding deceased as banks had less needlitain shotr-term funds and a muchrgater capaci and
willingness ¢ lend fundsdr shot terms D other banksAs a esult, theale of OMO has changeblut they
remain an impaant pat of the Ban® poliey framavork. h paticula; OMO can helptrelieve pessues
in shot-term money makets in the gent of an undreseen tigheéning in liquidiy conditions Refleding
these benefitsthe Bank continueatcondud¢ OMO duing 2021/22 On &erage apund $7 billion in
OMO epos was outstanding dimg 2021/22 sigificantly belev the 2020/21average of asund
$30billion and the pe-pandemic &erage of avund $50billion. h this ewvironment, FX swapsefe not
needed or liquidity management pyroses
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OMO Repo
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However, consignt with the chaning mle of OMQthe Rsere Bank changed its operations in a number
of ways Refleding the decline in demanaf OMO wer the pastwo years in @tober 202%he frequeng

of scheduled OMO wasduced fom daily b weeldy. h March 2022, the maximunypical em for OMO
repos was shoened fom aound three months ¢ four weeks The Bank macondud additional
unscheduled OMO dealingunds and/or offr OMOepo terms longer thandur weeks if waanted by
market conditions; havever, since the operational changes madéXMQ this was notequired in

2021/22

Because the &ere Bank no longer sets the supply of ES balaodegp the cash ratclose ¢ the
target, OMO no longer tgets a fird quantiy to deal hstead the Bank sets epo rae ©r hudle rae) at
which banks can obtain funds via OM@d ay reasonable bideceived at or abwe this ra¢ ae
allocaed in full For most 0f2021/22 the hudle rak was the cash mtaget. Havever, such an
arangement vould not hare been appopriate when makets expetthe cash rat to rise h that case
other shot-term money maket raes would be abee the cash rattaget. Accodingly, in March 2022he
hurdle rat was changeddtbe based oneim-matched oremight indexed swap rags plus a spad This
spread has been aund 5basis pointsbut the Bank can change this depending onketazonditions A
the same timethe Bank also announced planshange the irgrest rae on OMOepos b a floating rat
based on the cash metaget prvailing aver the m of the epo. The Bank is in the gecess of gathang
feedback sm malket paticipants and will alle for an appopriate transition peéod bebre adopting
OMO epos with a floating rat

As noed abore, the Rsere Bank was tgeting the yield on the Apr2024AGS until Neember 2021.1e
Bank was paed o buy AGS when necessato suppot the yield taget. h 2021/22 the Bank
conduded one operationd suppot the yield taget, puchasing $billion of the Apit 2024AGS in
October 2021. Since adopting the yieldy&trin March 2020, the &ere Bank had pohased adtal of
$36billion of AGS ¢ suppot the yield taget. he Apil 2024AustralianGovemmentbond yield was
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consisent with the taget at the close of each businesy datil lae Cctober 2021, when ibse shasly as
the outlook 6r inflation and futwe polioy raks inceased in Astralia and globallyihe yield taget was
discontinued at the @& meeting on November 202%s it had become inconséstt with the
economic outlook and less etfive as agsult. h June 2022, theeRere Bank published awiew of the
yield taget as parof a boader set ofaviews the Bard is undetaking of the monetay policy measues it
adopted in esponsed the pandemié! A high leeel summay of conclusionsdm this eview ae
provided in theAbnual Rrformance StamentO

The Resere Bank made pahases under the bond mhase pogram until it ended on 1Bebruay 2022.
The pace of puwthases was $iillion per veek until edy ptember 2021, and then $dllion per veek
until the pogram ended Rurchases wre conduded via competitig audion, with the Bank pahasing
AGS on Mndays and fiursdgs and semis on &dnesdgs Rirchases wre of bonds of aund five o
10yearasidual mattity. Duing 2021/22 the Bank pehased adtal of $12illion ofgovemment
bonds under the bond pehase pogram, with &S compsing 8Qpercent of puchases and semis the
remaining 2(ercent. he distibution of semis pwhased a@ss stats and éritories was kadly in line
with the distibution of debt outstandingh total, the Bank pghased $28billion under the bond
purchase ppgram. A discussed alye, the Bard determined that the poceeds of matuing bond
holdings will not beginvesied. The Bard also stad that it did not cuently plan ¢ sell bonds &m its
portfolio.

Over ecent monthsthe Bank has undaken a eview of the bond puchase pogram, with theeview to
be published on the Baknebsie. A high lgel summay of conclusionsdm this eview ae povided in
the Annual Rrformance StamentOfs the ecovery gatheed pace yieldsase and the Banlecoded
significant valuation losses on its bond holdiriss is discussed under OBalance Gtz and in the
OEaings Distibution and @pitad chapt

To aid maket fundioning, the Rsere Bank is ppaed o lendgovemment secuities that it avns in
responsea enquiies fom eligble counemarties The Bank also opert a 8cuiities lending Rcility on
behalf of the Astralian @ice of khancial Minagement. 8ween July and @ober 2021, secities
lending ativity was boadly similard the2020/21financial gat with an serage of avund $400million
outstanding Havever, adivity ose sigificantly beiveen Narember 202Jand februay 2022, with the
daily aerage of secitfes lending outstandingeaching $1dillion in Ebruay 2022. Since then, seities
lending ativity has de@ased somehat, but emains high ¥ hisbrical standats.

[1] RBA (2022fGiew of the Yeld RgetO
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RBA and AOFM Securities Lending*
Daily average, by futures basket
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The Resere Bank is alsogaed to consider psposals fsm eligble countmparties b sell semgovem-
mentbonds that it holds ouight in exchange ér ofsetting (luration-neutral) puhases of other semi
govemmentbonds h 2021/22 the Bank conddied aound $12billion of these sweh transations.

Term Runding Racility

The Resere Bank had announced therh Funding Rcility (TFF) in klich 2020as pat of the poliy
package b suppot the Australian economin the wak of COVID19 Although closedotnew
drawvdowns since 30une 2021, the TFF continuegibvide funding © banks until the funds dren
down matue or the banksetminate the funding

During 2021/22 five bankséminated TFF fundingptalling $90million (less than per cent of btal
drawvdowns). h addition b processingéminations the Rserve Bank managed colétl substitutions
and magin calls and undetookadministratiorrelated to bank megers and consolidationgt 30June
2022, 8®anks had $18B8illion of funding outstanding tbugh the faciliy. TFF funding is scheduled t
begin matuing in Apil 2023, with the Igest amounts scheduled matue in the $ptember quater
2023and the June quaer 20242

[2] See RBA (2021BpXXC: Use of theeRere BanlsOBm Funding RacilityOStaément on Monetary Rolicy, Aigust.
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Balan@ sheet

The Resere Banl® balance sheet methan tipled in sie betveen March 2020and Februay 2022as a
result of the etxaodinary monetay polioy measues that vere used ¢ suppot the Australian econom
during the pandemic

Over the2021/22inancial gar, the balance sheet ireased ly $74billion t $614billion. Gowth in assets
refleded an incease in the &ewe Ban®govemmentbond holdings puchased under the bond
purchase pogram. A noticeable decline in opepos educed the gowth of the balance sheet/er
2021/22 This occured because thed®ere Bankeamoved the equirement br some financial institutions
to contrat open epos b ceat liquidity bufers discussed under OStanding facitiesls). Gowth in
liabilities was fmaiily due b a lage incease in ES balangeghich esuled fom the Ban® bond
purchasesGovemmentdeposits also ineased as stinger tax evenue and the pyceeds fom net
issuance of @S egeededgovemmentspending aer the peiod.

The sie of the Bar® balance sheet peet at aound $65illion shotly ater the bond puchase
program ended in €bruay 2022, but subsequently declineding to lage mak-to-market losses on
these bond holdings as bond yieldse These accounting lossesw absobed by undelying eanings
the unealised pofits esere and the Bseve Bank &ewre Rind, with the emainder ecoded as
@ccumulaed losse® on the Ba@lbalance sheeth@& OFaings Distibution and @pitald chapt discusses
these issues in detail

Reserve Bank Assets
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Reserve Bank Liabilities
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Sanding facilities

Separat fom its OMQthe Rsere Bank also prides liquidiy via epo thiough its standing facilities
where eligble counermarties emporaily exchange high-qualit collagral 6r cash with the é&sere Bank
These facilities ardesigied © suppot the smooth funtioning of the pgments sygm. e most
frequently used standing facilitieg @hose ér the povision of intradgliquidity to ESA holdersvhich
cary no inerest chage. h 2021/22 the Rsewe Bank undeook an aerage of $dillion per dg of
intraday epos compaed with an gerage of $dillion per dg in2020/21 Gccasionallythe Rsere Bank
also enérs avemight repos whee an ESA holder faces a shge in ES balances that cannot berdwed
from another financial institution; such funding ieeaded at an irgrest raé of 2%asis points abe the
cash rag taget. Duing 2021/22 this facilit was used onato occasions

Open epos ae used ¢ provide ESA holders with liquidib facilitae their pgments paticulaty those
made outside of nonal business hour&SA holders withtefhours pgment obligations B such as
Girect-entryO panents and transgions though the Nev Fayments Ratform (see chagr on OBank
and Ryment @rvice®) B must hold sufficient ES balances at the close of each buginesattitathese
payments Reviously the Rsere Bankequired that these minimum ES balancesawsouced via open
repos Havever, in @ptember 2021he Bankemoved this equirement, because mgrESA holders had
sufficient ES balancesrfr other souzes in the cuent high-liquidiy ervionment. Acodingly, over the
2021/22financial gar openepo positions with the Bank declinednr $27billion to $3billion.

Committed Liquidity Facility

Banks subjedo the Liquidiy Gverage Rtio (ICR) under Basel Il prudential stashslae required ©

hold sufficient high-qualjtliquid assets (HQLA) (which, in thetralian corgxt, consist of &S, semis
and ES balances) meet outflavs duing a peiod of stess of 3@ays Hstorically the elatively lov levels
of govemmentdebt outstanding in Astralia hee limied the amount of HQLA sedies that banks could
reasonably holdD addess thissince 201the Reserve Bank has prided some institutions with a
contracdual commitment 6 provide epo funding B the @nmitted Liquidiy Facility CLF) B subjeto
cettain conditions These conditions include e that financial institutions pan the commited

amount. h addition, ag bank seeghkg to use the CLF mustVepositie net worth. The full ems and
conditions of the facilitae available on the Ba@websie!

The Resewe Bank administs the CLRvhile the Astralian Rudential Rgulation Aithority APRA)
determines which banks la access and the amountalable (in agggaie and b each bank).oarteen
banks vere povided with acces®otthe CLF ém July 20210 Januay 2022; 18anks had access in
Februay 2022; and 1Banks had acces®fn March 20220 June 2022 hE available CLF amounts
each of these banks is coadtiowards their CR equiements The aggegat sie of the CLF is the
difference betveen APR@assessment of bafkeerall ICR equiements and the Bagkassessment of
the amount of HQLA sedties that couldeasonably be heldybthe bankng sysém without unduly
afedting maket fundioning. APRA also ingarates its pojedions of bank® holdings of bamtes and
ES balances

In determining the amount of HQLA sedtigs that CR banks on agggate can easonably be expéed
to hold the Rsewe Bank tads inb account fators such as thetal sbck of HQLA sedties ES balances

[3] See RBA (2019¥pfmitted Liquidiy Facility © @ms and @nditiong); RBA (201Q),FiDperational NexD
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holdings of other mé&et paticipants and the egtt of LCR bank3 holdings on the liquigitf HQLA
secuities in secondgrmakets Since edy 2020, the stk of &S and semis outstanding has éased
substantially as thedera) staé and emitory govemmentshave issued bondstfinance the fiscal
response d the COVID19pandemic h addition, ES balancesvadanceased wing to the Ban® polig
responsea the pandemic

Refleding the inceased =ailabiliy of HQLAdue b the lage bond issuance and theagvth in ES
balances), theotal sie of the CLF wasduced b $66billion by June 2022, aden from $13%illion in
June 2021. APRA has announced that, subjéicancial maet conditions the CLF will be filer
reduced b 2 by the end of 2029

Eligble securties

The Resere Bank accepts a range of iblig Australian dollar collatal br its daily méet operations
including: seclities issued Ypthe AistralianGovemmentand the stats and ¢ritories; seciities issued
by ADIs and non-bank gmrations with an westmentgrade cedit rating; and assécled and other
secuities with an gerage cedit rating of AAAdf long-em secuities) and A-1df shot-term paper). @
protect against a decline in the value of the cellalt secuities should the Bagkcounemparty not meet
its epurchase obligationghe Bankequires the value of the sedties b exceed the cash-leg of thepo
by a specific mgin. These magins, which ae lised on the Bar@®websit, ae considerably higheoif
secuities that a not issued pgovemments!®

In 2021/22 the Rsewre Banl® epo collaeral holdings deeased ly apund $28billion owing to a lage
decline in outstanding operpo positionsAs discussed alve, in 8ptember 2021he Bankelaxed the
requirement br some ES account holdeosmhaintain openapo positionsh response most ES account
holders with outstanding operpos decidedd significantly educe their positions or fully wind them.

Participants in the 8sewre Banl® maket operationsend © be the fied-income trading desks of banks
and secidities fims, as wll as bank ¢rasures Refleding this abund half of the secities held ly the Bank
under epo excluding those under operepo and the TFF)esgovemment-relaied obligations

The Resere Ban® holdings of domestic sedties ae held in an account that the Bank maintains in
Austraclearthe central secities depositry operaéed by the Aistralian 8cuities Eghange ASX).
Secuiities transations conduted beween the Bank and its cowmparties ae settled in the éstraclear
sysem, mostly on a bilatal basishe Bank also settle=pio transations contrated in its OMO within
ASX @llateral a collagral management seice Duing 2021/22 55percent of the value of sedties the
Bank held undeepo in OMO was settled within ASXl&eral up fom aound 50percent in2020/21
The use of this systn reduces the manual pcessing that wuld othewise be equired t manage this
collakeral including méking it b maket and maintaining mains.

Assetbacled secuities brm a sigificant shag of the secuties the Bsere Bank holds aspo collaeral
under the TEFApund 90percent of the outstanding value of TEpas is badd by self-secutised
RMBS. é8-secuitised RMBSeanot eligble as collaral br OMO epos)

Assetbacled sectuities D pdiculaty self-secitised RMBS Beaalso the major asset held as cetkitly
banks ér the CLF (see ai®). APRA hasgeided guidance that it auld be prudentdr banks under the

[4] See APRA (202BPQA IRases Outdiance on 6mmitted Liquidiy FaciliyOMedia Rlease 10Septembet
[5] See RBA (202Qyla@in RatioD
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LCR frameork to continue b hold self-secitised RMBSyen afer the CLF igduced b 2, as a
contingeng for peiods of stess Gien the impotance of assdbacled secdities b the Rsere Banl®
operations the Bank has manday reporting requirements ér sectuitisations ¢ remain eligble br repo.
In 2021/22 the Bankeceived abund 5,00@lata submissions monthly oroand 370assetbacled
secuities fom issuers or their appoéed inbrmation poviders for elighle RMBS, thisrs aound
2.5million undelying individual housing loans with a combined balanceafrat $73illion, which is
around onethird of the btal value of housing loans indiralia. fie equired data include dy inbrmation
on the struture of the RMBS and thadationships among couelparties within the RMBS sttute; the
required data also include angmised inbrmation on each of theesidential maigage loans and the
undeilying collaeral baclng the RMBS striwces

Australian Dollar Securities Held under Repurchase Agreements @)

30 June
2018 2019 2020 2021 2022
$ percent $ percent $ percent $ percent $ percent
billion of total billion of total billion of total billion of total billion of total
AGS 49.9 48 36.5 37 474 31 5.6 2 2.8 1
Smis 8.7 8 127 13 252 16 8.1 3 6.5 3
Supranational 3.6 3 2.8 3 34 2 07 0 09 0
ADI issued 8.1 8 129 13 27.8 18 11.2 4 159 6
Corporat issued 0.0 0 0.0 0 0.3 0 0.5 0 0.9 0
Assetbacled secuties  32.7 32 335 34 50.0 32 260.2 91 231.3 89
b @ which: ér 32.3 31 324 33 324 21 315 11 0.7 0
open epo
b @ which: ér 0.0 0 0.0 0 147 9 227.8 80 229.1 89
TFF
Other 0.6 1 04 0 1.1 1 0.2 0 0.1 0
Total 103.7 100 98.8 100 155.2 100 286.3 100 258.4 100
b @ which: ér open 34.2 33 345 35 353 23 343 12 3.1 1
repo
b @ which: ér TFF 0.0 0 0.0 0 17.7 11 244.6 85 246.1 95
b @ which: or OMO  69.5 67 64.3 65 102.2 66 7.4 3 9.2 4

(a) Market value of seciites bebre the application of mgins; includes sedities held under iparty repurchase aggements
Source: RBA

Refleding the Rsere Ban®inkerest in pomoting transpagncy for invesbrs in assebaclked sectities
issuers aralsoequired to male secuitisation inbrmation available ¢ invesiors and other penitted
users The data povided b these users abioadly similard the data povided b the Bankhowever,
issuers maredad patticular fields wherthe inbrmation poses a peftial isk b privagy obligations and
provide aggegaied data insgtad The mandabry reporting requirments allav the Bank (and other
invesors in RMBS) ainalyse in detail the undigng lisks in assdiacled secuities and o price and
manage isk ér such secities accuragly.
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The cashrate

The Resere Bank is the administoatof the cash raf which is a sigficant financial benchmiar
referenced in @emight indexed swaps and the ASX8Dday interbank cash ratfutues contrats, as well
as in sectties and transdions equiring a (near)iskfree eference ra¢é (RFR)h& cash ra is alsorkown
as ONIA [D Gremight Index Areraged).shthe RFRIf the Australian dollait brms the basis of the
fallback ® BBSWeélculaed as ®NIA plus a spad) underftemational $/aps and Brivatives
Association (1S8) definitions published in 2080lhese definitions wre developed in the corext of
global benchmak ieforms, which hae included identifying amatives b ciedit-based rats br use in
secuities and transaions” The Ge&h Rte Rocedues Manuad sets out the B&wrangementsdr
adminisering the cash ratand the ppcedues br handling erors and complaint8

As discussed alve, adivity in the cash méet over 2021/22remained lever than pior o the pandemic
owing to the high leel of ES balance®nsequently on aound 70percent of dgs ativity was bela

the thresholds equired to calculag the cash ratbased on méet transations h accodance with the
published fallback pcedues the published cash ebn these dgs was the last cashegiublished
based on sufficient trangsans (173ccasions), or another eahat efleded the inerest raé relevant b
unsecued ovemight funds ér cash maet paticipants as detmined by the cash ratadministratr, in its
expet judgement and based on maat conditions gne occasion).clivity in the cash méet inceased in
the June quaer of 2022, such that fallbackgedues were required only abund 25percent of the time

The cash ra emained beiveen the cash rattaget and the intrest raé on ES balances dhy 2021/22
Until mid-Naoember 2021, the cash eavas dasis points comped with a taget of 10basis pointsthe
cash ra@ gadually ina@ased in subsequent months 6basis pointsdespié no change in the cash eat
target or inkerest raé on ES balanceRtween May and 8ptember 2022, the cash eahceased in line
with the inceases in the cash eatiaget and the ingrest raé on ES balancesuch that the cash et
generally@emained asund 6basis points abe the inerest raé on ES balances andasis points belo
the cash rat taget. e cash ra trading betveen the taget and the intrest raé on ES balances was an
expeded consequence of Ige ES balance®his is consisnt with the expaence of other central banks
that have pursued ppgrams that sigificantly inoeased castesewres in the bankg sysem.

[6] See ISB (2020)AGendments 6 the 2008SDA Definitions b Include Nev IBORdHback§230ctober.
[7] See chaper on Glemational Fhancial GoperatiorOdfr details of theiffancial Stabilit Bad®work on eforming interest rae benchmaks globally
[8] See RBA (202Zaéh Rte Rocedues Manuad
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Cash Market Activity
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Foreign exchange opeations

The Resere Bank trans&in the dreign exchange maket on almost eery business da The majoity of
these transdons ae associad with poviding breign exchange serices b the Ban® clientsthe most
significant of which is theustralianGovemment.

The Reserve Bankypically puchases the necesgabreign curency in the spot maet. Dumng 2021/22
the Bank bought A$1llion in the spot méet to facilitaé its custmer businessHavever, the Bank
retains the option B especially ithgr peiiods of maket stess Ba use its existingatk of breign curency
reseres b fund its cusimer businesssubsequentlyeplenishing thoseaseres when maeet conditions
have stabilisedUsingdreign curency resewres in this manner has not been consédenecessarsince
2008, at which time global financial kedrfundioning was sigificantly impagd. Simildy, the Bank has
not intervened in the dreign exchange maket since 2008 h€ Banlneverthelesgetains the disetion ©
intervene in the dreign exchange maket to addess ag dysfuntion and/or a sigificant misaligment in
the value of the éstralian dollarA the time each AnnualeRort is publishedinervention datadr the
year underaview ae published on the Ba@knebsie!® Duiing 2021/22 the Ban® assessment was that
trading conditions in the mket were sufficiently aterly that it was not necessato suppot liquidity in
the maket through its avn transations

The Resere Bank also trangadn the éreign exchange maket when manaing its éreign curency
resewes /s discussed belg the elative weightings of dreign curencies in the Bakpotfolio ae tightly
managed against a benchnkaf maintain the pdfolio at these benchmlimeights or b
accommoda¢ discete changes in the gights the Bank transtin spotdreign exchange makets Te

[9] See RBASfatisticaldble A5 Daily 6reign Exhange Muket htervention Fansationsd
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final settlement of theselalancing flaes may be deémred or a sharperiod of time though the use of
foreign exchange swapswheeby one curency is eghanged ér another with a commitmenbtunwind
the exchange at a subsequent @eat an ageed (brward) rae. Svaps can also be an efficientya
manage the shaer rm investments within theaseres potfolio. Duing 2021/22 the Bank generally
maintained asund A$2%illion in swapsor these puposes

The Bank also egutes long-em foreign exchange swaps againstigtralian dollaref terms of up o five
years As discussed belg these longerem transations ae used ¢ obtain breign curency to meet
Australi® commitments as a member of titemational Mnetary Find (IMF), such asopiding breign
cumency to the IMFd suppot its lending ativities*® These swaps do not afft the exchange rag. The
Bank had A$8ldllion in long-erm swaps outstanding at the end of June 2022.

The Ban® brward foreign exchange positions with each of its coemarties ae maked t maket daily
and collagral is held against net expossirhe terms under which collatal is eshanged ae defined in
two-way cedit suppot annexes b the ISIB Maser Agreements that the Bank haseexted with each of
its counerparties (see chapt on sk Minagemen®).

The Resere Ban® adivities in thedreign exchange maket ae conduded in a manner consesit with
the piinciples of the FX Globabd®. Bllowing revisions ¢ the @de, a enewed OSemnent of
Commitment © the FX GlobalddeO was sigd on behalf of the Bank irr@mber 2021 The Bank only
transats in the éreign exchange maket with counematrties that hae also sigalled their adh@nce b
the updatd Mde by renewing their Stagment of ©@mmitment.

[10] See kent C (2021 X Mrkets Aound the Tim of the ¥adSpeechd the Aistralian Grporaie Teasuy Association FXdRndtable Webinar
17 Februay.

[11] See RBA (20215td&ment of ®mmitment b the FX Globalo@e(8December
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Resewves managemen

Australi® official@sewe assets includerkign curency assetsgold Special Dwing Rghts (SDRs) (an
intemational esere asset @atked by the IMF) andustrali® esere position in the IMB 30June 2022,
these assetotalled A$79.8illion. Mst of these assetseanvned and managedypthe Rsere Bank
The AustralianGovemmentowns Aistrali® esere position in the IMF and the bulk ofsé&ali® SDR
holdings

Official esere assets arheld ly the Rsere Bankd facilitagé varous poliy operationsincluding in the
foreign exchange maket descibed abose) and ¢ assist the dstralianGovemmentin meeting its
commitments b the IMFOne gauge of the Ba@lcapacit to undetake such operations is measdrby
the Banl® breign currency assets net of grshot-term forward commitments (such as an obligatian t
deliver breign curency on the matuity of a swap againstétralian dollars)sfat 3QJune 2022, these
assets Beferred o asfbreign curency liquidity (FX)O Rrer SDR27 1illion or US$36llion. h USdollar
temrms, breign currency liquidity (FX) deeased ly US$1.8illion fom 30June 2021.1e edudion
refleded valuation effcts because the USllar appeciaked against otheressexve curencies oer this
period. This moe than ofet the small additiorotliquidity fom further puchases ofdfeign curency
under long-em swaps

The Preign assets heldybthe Rsere Bank can expose dt tnaket, liquidiyy and cedit isk which the
Bank seek®tmitigaie whee possible Bbf exampleby holding a digrsified patfolio and ivesting only
in assets of high edit qualiy and appopriate liquidity (see chagptr on Gk Managemen©).
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Foreign Currency Liquidity (FX)
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Foreign Assets
30 June 2022
A$m

Cfficial esere assets

Foreign curency 50,003

Gold 6,262

SDRs 18,580

Resewe position in the IMF 3,704

Other esewre assets 1,392
Other Preign curency assets 291
Net brward foreign curency commitments: Shoitemm

Foreign curency 1,260

Cold loans and swaps 510
Net brward foreign curency commitments: ang-term p6,351
Memo iem:
Foreign cueng liquidiy (FYX® 52,540

(a) Foreign curency liquidity (FX) includesreign curency holdings and otheofeign currency assetsnet of shdrterm foreign curency
forward commitments §ommitments with less than I2onths b matuity).

Source: RBA
Net of brward commitments against theustralian dollathe composition of theeRewe Banl® breign

currency resere holdings is managed against areinglly construted benchmak that efleds the Ban®
need b maintain efictive inervention capacit. Subjetto this constraint and the Ba®kverall isk
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tolerance the benchmde is assessed be the combination obfeign curencies anddreign curency
assets that maximises the B@mixpeted etums over the long run.

The strucure of the benchmdeis eviewed perfodically and inesponse @ sigificant changes in mist
conditions The existing struare of the benchmade potitfolio was mostacently assessed &sraining
suitable ér the Rsere Ban® needsWthin the potfolio, the lagest allocation istthe USlollar
(55percent), efleding the sigificant liquidiy in USlollar curency and asset mkets

Giwen the lav level of global irerest raés in ecent years duration tagets hae been setd be elatiely
shott for most of thedreign curency pottfolios This has liméd ary capital losses assoeiditwith
increasing global yields dag 2021/22

Investments in the benchmlarcurencies a limied to deposits at official institutions (such as central
banks) and debt instruments issuedquaranted) ly sovereign entities central banks and supranational
agenciesDebt instruments issuedytquasi-seereign entities can also be acceptas collaral under
reverse epos

Sovereign credit exposues ae curently limied to the Unied Stags Germarny, Fance the Nethdands
Japan, @nada, China, the Umit Kngdom and Suth Korea.

Benchmark Foreign Currency Portfolio
30 June 2022

us Japanese Canadian Chinese UK pound South Korean

dollar Euro yen dollar renminbi sterling won
Currency 55 20 5 5 5 5 5
allocation
(percent of
total)
Duration 6 6 <3 6 18 3 18
(months)
Source: RBA

As has been the casarfsome gars when the cost of hedigg curency lisk is ta&n into account, yields
on shot-dated Apanese anddiith Korean irvestments hge generally eceeded thoseailable in the
other curencies in the &ewe Ban® potfolio. Refleding this the Bank has swapped otherreucies in

its breign exchange esewes potfolio against theapanese gn and Suth Korean won to enhance

retums As a consequencavhile the Bar@ exposu to changes in the value of theryand von remains
small (allocations in the benchrkdp each of these crencies vere A$2.3illion), an additional
A$23.8illion of ¥n and A$1.billion of won was held at the end of June 2@&2a esult of swaps against
other breign curencies in the pdfolio.

A small component of theeRere Banl® breign currency risk is managed outside the benchiar
framawvork. The Bank ivests in a number ofsfan debt maets though paticipation in the Eecutivesd
Meeting of East#la-Rcific @ntral Banks (EMEARBIjaA Bnd Rind hitiative. This initiatie was
establisheddllowing the Asian curency cisis in the la 1990sd assist in thdevelopmentof bond
markets in the egion. A the end of June 2022, thetal allocation of the BaBkesewres b these funds
was A$71million. h SDRems, thee was aatum of p3.5ercent on these ivestments wer the yar b
June 2022gefleding thedepreciationof Asian curencies and capital losses asiadhgovemmentbonds
as yieldsase
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Measued in SDRshe aerall etum on the Rsewe Banl® breign curency assetswer2021/22was
1.9percent. his was higher tharetums obseved in2020/21and efleded gains dued exchange ra¢
movements that offet capital losses as yieldser on longerdmm secuities The aerage running yield on
the benchmak pottfolio inceased fom 0.1percent © 1.4percent o/er2021/22 efleding inceases in
yields aarss most individual ctiancy poitfolios

Benchmark Portfolio Running Yield
% %

0 0
2002 2006 2022

Source: RBA

2010 2014 2018

The Resere Bani® holdings of SDRs atBfhe 2022mounted o A$6.4illion B A$0.Billion higher than
the previous ear B mainlefleding net puchases of SDRsew the yar Under wluntary arangements
with the IMFFthe Bank is willing transatin SDRs uporequest fom other counties or pescibed
holders h these transaons the Bank will generally either buy or sell SDReharege 6r foreign
cumencies (such as eg or USlollars). While such trantiaos do not akr the level of Astrali® eserve
assetsdnly the espedive pioportions held in SDRs aratdign curency), the Bank wilypically eplenish
foreign currency sold in eghange ér SDRsybpuichasing éreign currency in long-em swaps against
Australian dollarsXt 30June 2022, theustralianGovemment® holdings of SDRs amoedtio
A$12.Dillion.

Australi® esewe position in the IMF comipes that parof Australi® quota in the IMF that is paid in
foreign currency as vell as other edit that Aistralia has eéended b the IMF in suppbof its lending
programs A 30June 2022, Ustrali® esere position in the IMF was A$Billion B A$0.Billion lager
than a par edier b eflecing the povision of moe Preign curency to the IMFAs noed abore,
Australi® esewe position in the IMF is not held on the Bibklance sheet. Mever, the Bank will seth t
(or purchase fom) the Australian ileasuy the breign curency the Teasuy needs® complee its
transadions with the IMFs with SDR trang@mns the Bank willypically eplenish thedreign curency
sold b the Teasuy by purchasing dreign curency in long-emrm swaps againstustralian dollars
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Foreign Currency Assets (@)
A$ million, 30 June 2022

Forward FX
commitments©
Securities  Securities lent under Deposits & Against
held repurchase official  Total Against other Total
Qurrency  outright agreements institutions (®) (gross) A$ cumenciesOther (net)
USdollar 15,633 p2,610 892 13,915 p9,543 17,700 2,82824,900
Buro 2,625 p1,044 1,271 2,851 p46 5,402 1,044 9,252
Japanese 14,719 b 11,291 26,010 b p23,793 b 2,217
yen
Canadian 1,045 b 4 1,049 b1l 1,252 b 2,300
dollar
Chinese 1,618 b 703 2,321 b b b 2,321
renminbi
UK 506 b 6 512 pli8 1,803 b 2,197
pound
sterling
South 3,331 b 15 3,345 b p1,062 b 2,283
Korean
won
Total 39,477 p3,654 14,182 50,003 p9,708 1,303 3,87245,470

(a) Exludes gold SDRghe esewe position in the IMRFvestments in the gian Bnd Fund, balances withwerseas banksutues magins and
non-resere curency holdings

(b) Includes deposits abeign central banks and the Baok htemational 8ttlements

(©) In accodance with IMF guideline®rward commitmentefled notional values of unsettled spot andfard transations, corverted o
Australian dollars at thegwailing brward exchange rag¢. Gher brward commitments lagely efled cash lent underepurchase
agreements This exludes érward commitments ér non-esere curencies and gold on loan.

Source: RBA

Gold holdings (including gold on loan) at the end of June 282 apund 80tonnes unchanged since
1997. @Id prices inceased ly 11.Percent in Australian dollaretms over 2021/22 inceasing the value
of the Rsewe Ban® holdings of gold paound A$0. billion to A$6.&illion. Tie Bank also seeksdan
income on its holdingsyblending gold Ary gold lending ly the Bank has the benefit aj@aemment
guarante on the baower® pgyment obligationsd the Bank or is striured as a gold swapsuch that
the loan is fully collatalised lp cash¢ither breign curency or Aistralian dollars)eRims fom these
adivities ptalled A$0.million in2021/22 lover than the pevious financialgar The lover etums were

mostly due ® deceased ativity. As at 3QJune 2022, the Bank had outstanding gold loans amounting t

6tonnes @Id that has not been lent is helg the Bank in an alloeat account at the Bank of England
and compises bars that meet themdon Bullion Mrket Associatio® Ogad Delivery® standds. The
Banl® gold holdings at the Bank of Englaretemerified by a Rsere Bank Adit conduded in Apil
202212 All gold bars seléed were satisfaiorily \erified with no dis@pancies or inconsistcies
identified duing the weighing checksthe Banl® adivities in the gold mé&et ae conduded in a manner
consisent with the pinciples of the Globatétious Mtals ©de, and a OStatent of @mmitment © the
Global Recious Mtals ©@ded has been siggl on behalf of the BaHR

[12] See RBA (202230 Audit Summay ReportQJune
[13] See RBA (2019), G@tant of ®@mmitment © the Global Recious Mtals ©de{27September
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Bilateral curency swaps

The Resere Bank has bilattal local cuency swap ageements with the ple® Bank of China, the Bank
of Apan, the Bank obkea and Bankdonesia. fie puipose of these agements isd allav each central
bank b suppot trade settlement in local aencies paticulaty in times of maeet stess or b suppot

financial stabilit Over the past §ar the ageements with the Bank addan and Bankdonesia vere
both renewed br a futher thiee years v

RBA Bilateral Local Currency Swap Agreements
September 2022

Expiry Siz (A$ billion)
Feopled Bank of China July 2026 41
Bank ofdpan March 2025 20
Bank of &rea Februay 2023 12
Bankndonesia Februay 2025 10

Source: RBA
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Bankng and Ryment ®&rvices

The Resere Bank mvides bankg and pgment sevices © meet the needs of the
AustralianGovemmentand © suppot an efficient and stableuétralian financial
sysem. hese serices suppdrthe govemment® measwes b provide financial
assistanceot Australian households and businessesluding duing theCOVID19
pandemic and natural disas$ by ensuing that payments ag processed quidi
and eliably h addition b operating Aistrali® eal-time goss settlement (I&S)
sysem, the Bank opermd nationainfrastruture to suppot the settlement ofeal-
time payments ty households and businesses atM& basis These serices
provide the AistralianGovemmentwith accessd24/7 payment capabilitiesand ae
consisent with the Ban® straggic goal of poviding innovative, high-qualiy
banking and pgment sevices b the AistralianGovemment, its agencies aneh
turn, the Australian public

Transadional banking sewices

The povision of transdional bankng sewices b thegovemmentis consignt with the Rsere Banl®
responsibilities under thieeseve Bank & 1959which equires the Bankinsofar as thgovemment
requiles o ad as the Gmmonwealth® banler and financial agenth@ Bank aimstdeliver secue,
reliable costefiedive bankng and pgment sevices b the AistralianGovemmentand its agencies
These serices enable thgovemment, thiough its agenciedo male payments and colldaevenue A
lamge poportion ofgovemment payments ag@ made ly Srvices Aistralia andalaie to welfae and age
pension pgments The Bankeacognises the impdance of these dical pament sevices andesouces
them accodingly.

During 2021/22 the Rsere Banketained its existing cusher base and on-boded a number of ng
cusbmers Qirrently, the Bank pvides transanal bankng sewices b more than 100Australian
Govemmentagencies

The Resere Bank mvides a lwad range of pgment and colletion sewices b its cusbmers The

majoiity of pyments pocessed § the Bank ardelivred using lav-valug costeflective, diect entry
sysems both domestically andverseasCher payment methods offred and utilised ¥ our cusbmers
during the eporting petiod included the Ne Payments Ratform (NPP), TS, cheque and BPor the
colledion ofgovemmentrevenue payments vere received by BRY, cad (either oser the phone or via an
online sevice), chequeefpos and © a lesser égnt, cash.
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The Resere Bank disitouted an abee-average wlume of pgments in2021/22 compised of asund
357.9million domestic and 1rillion inemational pgments ttalling $753.dillion and $17.6illion,
respedgively.

The incease in pament Wwolume mostly elaied to the deliery of Emegency Welfae Riyments and
Disastr Rcovery Ryments made b Srvices Aistraliad households and businessesetid by the
COVIB19pandemic and other emgencies such as the major floodingemts on Aistrali® east coast in
eaty 2022. Aie majoity (96percent) of these suppbpayments vere made using the NP@n Sunda
15August 2021, an unpcedentd number of almost 700,0BDVID19suppot payments vere
processed andeceived by AustraliansThe capabiliy to siguificantly upscale the dedity of neareal-time
NPP pgments is built on erk undetaken in pevious years ly the Rsewe Bank andedvices Aistralia®
ensue the timely deliery of Disaglr Rcovery Rayments Overall moe than 6(percent of NPP panents
were made outside of naral business hours (iafer-hours or on welends), allwing delivery of
payments b recipients irespedive of the time or da e deliery of COVID19and flood-elaied Disasr
Recovery Ryments via the NPBguled in a sigificant incease in thedtal number of pgments made §
the Bank via the NP®lumes vere moe than 2Qimes higher ir2021/22compased with the pevious
year

In addition b processing pgments the Rsere Bank mvides AistralianGovemmentagencies such as
the Australian axation Gfice with a number of seces though which the can collecmoney owed
from both domestic and iemational pgers The easing ofastictions on ativity relaed to the QOVID19
pandemic se an overall incease irgovemmentcolledions thoughout2021/22 @lledion wlumes
were vaiable orer the course of thesar because of défiing levels ofCOVID 19restictions thioughout
Australia. @eral| the Bank ppcessed 44 @iillion colletions-elated transations br the Aistralian
Govemmentin 2021/22 amounting ¢ $769.&illion. Grd-based pgments ag a popular and caenient
method by which individuals and businessey fzeir debt obligationsstgovemmentagenciesAs pat
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of the Ban® commitment ¢ providing costeflective colle¢cion methods andd ensue thegovemment®
options br colleting revenue meet the needs obday® usersthe Bank has gpaed br a enewal of its
third-party supply amngementsdr cad acquiing and pgment gaeway sevices The Banl® curent
arangements hee been in placeof a number ofgars andgven ongoing echnologcal change and
industry consolidation, the Bank is logakto enhance its cuent sewice oférings

The natue of transational bankng sevices o#red by the Rsere Bank is continually@ving alongside
changes in paments echnology and businessquessesThe Bank continue®tsuppot itsgovemment
cusbmers in the transitionnay fom less efficient and mecostly serices €.g. cheques)a newer
technologes and pocessesThe Bank also continues work with industy in peparation ér siguificant
changes in the panent landscapeBank staff corlbute to industy discussionsepresenting the
interests ofgjovemmentas a sigificant user of panent sevices

During 2021/22 the Rsewre Bank conibuted to the ongoing industr discussions and consultation
processesd plan ér the futue closue of the BulklEdronic Cleang Ssem (BECS), which is usattlie
delivery of died entry payments Notwithstandingnew payment alematives such as the NR#hich
provides24/7real-time deliery of data-ich payments the Bank is mindful that the riicant pgment
volumes of the AstralianGovemmentrequire caeful engagement of BECS end-usemsrtsue ongoing
secuity, eliabiliy and coskefiectiveness of panent sevices

The Resere Bank has continued tork with its cusimers 6 reduce their usage of chequesbstituting
more efficient and costfiective means of panent. h line with industy trends the annual cheque
payment wlume br govemmentcusomers &ll by a futher 8.1percent in2021/22 The Australian
Govemmentaccountd br less than percent of all cheques issued instralia irR021/22

Total Cheque Payments
RBA government agency customers; yearly

=—Value (RHS)
M Vvolume (LHS)

2015/16 2016/17 2017/18 2018/19 2019/20 2020/21 2021/22

Source: RBA

In 2021/22 the Rsere Bank commenced implementation @i sewices RyTo is an indusy-wide
initiative being built in conjurtion with the Nev Payments Ratform Australia (NP¥), using the NPP
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infrastruture. RyTo will allav households and businessesauthoise thid paties b initiae NPP
payments fom their accountsOver timg RyTo is expeted to replace the dact debit sysem; it will
address maw of the limitations of the ciant sysém by allaving for eal-time eceipting of pgments as
well as geater visibiliy and potability of ageements ér all paties The first phase ofdfTo sewices B
PayTo Rayer B has been implemestt by the Bank and will enable the B&gkvemmentcusbmers b
enter inb payment ageements with their editors The Bank will wk with its cusimers in2022/23to
assessequiements and commence the build aiyfo Rayee sevices Once comple, the Ban®govem-
ment cusbmers will be ableotuse this methodat request pgments fom debtbors

Pro forma business amunts

The Resere Banl® transational banling sevices a subjet to the AistralianGovemment® competitie
neutraliyy guidelinesThe Bank delers these sgices in competition with commeial financial
institutions including biddingdr business aehders The Bank must cost andipe the serices
separagly fom its other ativities and meet a pscibed minimum ra¢ of etum. The Bank achied its
competitive neutraliy taget rae of etum in2021/22

The bllowing sets of gy forma business accounisrithe Rsewe Banl® conestable businessesve
been pepaed in accadance with competitie neutraliy guidelinesThese accounts do nobidm pat of
the audied financial staments

Aftertax eanings fom the Rsere Bani® transational bankng sevices vere $4.7million in2021/22
$1.1million higher than in the prious yar

Transactional Banking

$ million
2021/22 2020/21

Revenue

b &rvice tes 108.1 95.0

B Qher evenue 1.6 0.5
Total 109.7 95.5
Expenditure

b Diect costs 102.8 90.7

b hdirect costs 0.0 0.0
Total 102.8 90.7
Net pofit/(loss) 6.9 4.8
Net pofit/(loss) akr taes?) 4.7 3.6
Assetgb)

P mestic makets irvestments 2,739.2 4,205.1

D Q@her assets 21.6 25.2
Total 2,760.8 4,230.3
Liabilities(®)

b @pital & eseres 25.0 25.0

b posits 2,7175 4,188.3
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2021/22 2020/21
P Qher liabilities 18.3 17.0
Total 2,760.8 4,230.3

(a) In accodance with competitig nfzutraliy guidelinesincome tax expense has been caledatnd trangfired to the @mmonwealth as a
notional pat of the Rsere Banle annual pofit distibution.

(b) As at 3Qlune 2021.
Source: RBA

Central bankng sewices

As pat of its central bankg sevices the Bserve Bank mvides b the AistralianGovemment, the Bank
manages the eemight consolidation of éstralianGovemmentageng account balancehis equires
the movement of ageng account balanceseld with commagial financial institutions and with the
Resere Bankino the dficial Riblic Account ORA). Daily panent instrutions fom the Depatment of
FHnance ae pocessedd move funds fom the OR 0 ageny bank accountotmeet their pgment
obligations

While the Bserve Bank manages the consolidation of jogemment® accountsthe Aistralian @ice of
Fnancial Minagement AORM) hasesponsibiliy for ensuing that thee ae sufficient cash balances t
meet thegovemment® da-to-day spending commitments andrfirvesting exess funds in appved
investments A cash management accounteséd by the Bank assists th©mM in this egad. The Bank
also povides a ety limited shot-term overdrat faciliy to caer br occasions when theiis unexpeted
demand ér govemmentcash balancedhis orerdrat faciliyy is used inéquently and was not used diog
the reporting period.

The Resere Bank also pvides bankng sewices 6 overseas central banks amgjistry sevices b
supranational @anisations issuinguatralian dolladenominaed secuities Eight aganisations cuently
use egistry sewices with this number hang been elatiely seady aer ecent years

Settlement sewices

Australi® inerbank settlement sysm, the Bsere Bankriformation and Tansér §sem (RI%), is wned
and operagd by the Rsere Bankhis systm pefforms final and fevocable settlement of gement
obligations betveen financial institutionsvhich aise fom non-cash transéions including cat
transations diec entry (Gay aryoned) panents cheques and high-valueyraents Obligations ar
settled though the debiting and editing of Eghange $ttlement Accounts (ESF), which ar atcall
accounts held at theeRerwe Bank on behalf of BlThember institutions

RIS settles most high-value transaes individually on aal-time goss settlement (l&S) basisghese
@holesal® transtions include custmer, coporate and institutional panents wholesale debt mket
transations and the Astralian dollar leg ofieign exchange transamons h 2021/22 RIS settled an
average 48,000f these transdimns worth $202billion per dg Tansation value hasecovered stongly
following a peiod of subdued aévity relating b the COVIB19pandemic inceasing ly aound
24percent over the past 1onths b be aound $227illion per d& as at June 2022aifisation
volumes hae alsoecovered  aound pre-QOVID19levels aver the same pévd.

RIS also mvides the &st ®ttlement ®rvice (FSS), 3&S saiice b suppot the NPPhe FSSypically
settles laver value pgments in eal-time on 24/7 basis Ryments can be identified using unique
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identifiers (&IDs), such as phone numhek8Ns and email addsesin additiond traditional account
and BSB number@mparted with the pevious financialgar transatton wolumes gew by aound
40percent and valuesybaound 54percent, eaching an gerage of 2.#illion transations worth
$2.6billion per dg in the June quéer. Tansation values declined tafly in edy 2022argely efleding
seasonal effts, but then ecovered stongly in the June queer. Gowth in transation volumes while still
strong, appearsd have slaved slightly in the pasegar and mg be a efledion of most transdmon
accounts nav being eachable lg the NPRrture transation wolume gowth is lilely © be diven by: a
managed migation fom other cleang syseéms; nev fundionality such as&To, which allavs
households and businessesauthoise thid paties D initiae NPP paments fom their accounts; or me
uses ér the NPHor examplefinancialéchnology (finkch) fims ae a gowing souce of transatons in
FSS, and moprocess arund 2percent of transaion wolume, up fom 0.01percent in 2019.

Real-time Gross Settlement
Daily averages, quarterly
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Excluding FSS transactions.
Excluding intrabank transactions.
Source: RBA

While FSS trangam wlumes hae gown rapidly inecent years the majoity of lav-value pgments
continue b be settled on a net deffed basis in R¥lvia the RElow \alue ®ttlement ®rvice (MSS). e
LVSS collas inerbank obligationswhich aise fom chequessome debit and edit cads, BRY, AMs and
direct entry payments that hee not yet migrated to the NPPRIS settles these obligations irefimtrady
settlement runs or at 9:@Mn on the nekbusiness da IVSS net settlementstalled $12.billion per dg
in 2021/22 up aound 19percent compaed with the pevious financialgar Net MSS transaion values
grew stiongly in2021/22as aesult of gowth in undelying transations and some loss of netting
efficieny as the composition of trang@mms in the di#frent settlement runs changed

RIB also settles obligations submitty exemal bath administrairs on a net settlement basike
batch administrairs ae exemal entities that net eléonic transattons fom upsteam business
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operabrs and then submit aa&chOd RIB br simultaneous settlementdse bath arangements settle
obligations asing fom etpos and Misercad payments equities transéions pocessed § the ASX
Cleaing House EEdronic Subregister §sem (CHESS), and dienic poperty settlement transdions
processed ¥ Roperty Exhange Astralia (PE) and $mpli Australia. Gwth in pioperty settlements in
RIB has been stng in ecent years as eléonic corveyancing &bnveyancing)eplaces traditional
paperbased methods of completinggperty transations. Net value settled in thevd property bathes
has gown by appoximatkly 43percent compaed with the pevious financialgar eaching an eerage
of aound $5.4illion per dg in the June quéer 2022.

Average Daily Value by Payment Type
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Excluding FSS transactions.

RITS Low Value Settlement Service, including cheque, direct entry,
ATM and Visa settlements.

Source: RBA

**k

Giwen its citical ble in the Aistralian financial sgsh, the Bserwe Bank continuallyavks b ensue that
RIS emains sece esilient and fitdr pupose The Bank hagcently completd work o establish a
third-sie data bunkr, helping ® minimise theisk of data loss or caption in the case of a major
disruption b the Ban® settlement systns Also bllowing a successful multegr efresh of the R coe
infrastruture, the Bank has commenceak on a efresh ofinfrastruture suppotting the FSShé
detailed desig for this was compled in ealy 2022and the build of n& infrastru¢ure is undeway, with
a pioduction taiget dae of mid-2023.

The Bank continue®tsuppot the industy-wide pogram br the migation of AisRyNet® Hgh \alue
Cleaing Sysem to the ISO 20022essaing standadl B a moder and open messagg standad that
encourages paments inn@ation though rlicher data and begtr ineroperabiliyy. The program is cuently
in the esting phasgwith the indusly due b stat migrating b the ISO 20022essaing standadl in
November 2022. @nplete migation b the nev standad is due in Neember 2024.d¥ the Bankthe
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projed involves upgading backoffice pgments pocessing systns and migating messages aently
used ly RI® onb the 1ISO 2002Ressagng standad.

The Bank has continued its engagement iermational pgments initiaties facilitating theiRancial
Stabiliy Brad® updaed coss-boder pyments oadmap though paticipation in vaipus working
groups discussing the linge of domestic fast pment sysms This inemational initiatie aims
address the cost, spegttanspancy and access issues that chtggse existing ass-boder payment
arangements

The Resere Banl® Ryments Blicy Depatment peforms an annual assessment ofSRigjainst the
Principles ér Fnancial Muket Infrastruture, which ag infemational standals set ly the @mmittee on
Payments and Mrket Infrastrutures and the 8chnical @mmittee of thertemational Oganization of
Secuities @mmissionsThe 2022assessmenbfind that RIS obseves all pinciples egept br
operational isk which ist@padly obsevedOh omer b have operationalisk as amksenedd pnciple the
Bank needsotcomplee work curently undeway to implement evised metics b measue the
operational esilience and stabyitof IT systns suppaiing RIB. fiese metics will facilita an
assessment of whether initias/implemengd though the Ban® Echnology Stabilt mprovement
Program hare delivered the outome of educing rsks o the stabiliy of RI$. fie paticipantdefault sk
principle hasetumed © being @senvedO ém Broadly obseredO in the 202Esessment, as the Bank
completed work on its frameork for makng decisionsd suspend oraminate RIT membersA ley aea
of oversight bcus in 2022vill be monibring the impat of staff esoucing challenges on RBTand ha
operational isks associatl with staff tunover and difficulf in ecruiting staff with the apppriate skils in
the curent tight labour mdeet ae identified and mitigad.

Staffing alangements hee also been a€us as the Bank continuenlddjust its mix of @rk-from-home
and on-si¢ staffdr citical operations iresponsead the changng pandemic situationofowing a
rollback ofgovemment pandemic estictions in edy 2022, the Bank hatumed o more nomal
working arangementsdr the operation of RBT

The Resere Bank hasvailabiliy tagets of 99.9per cent br RIE and 99.998er cent br FSSni2021/22
RIS aailabiliy exceeded taget with an uptime of 99.98%r cent. FSSvailability was bela taget at
99.99(per cent, due ¢ an incident that occued in Apil 2022.

In 2021/22 thiee new institutions vere appoved as R members and vmembersesighed, binging
the total number of REFmembersa 165, of which 10old ESA O these 93members ag authorsed
deposittaking institutions Members without ESthold RIS membership in der © paticipate in the
Resewre Banl® open maket operations or administ bathes in RE.

The Resere Bank offrs corespondent baning sewices b other central banks and official institutions
overseasd allav for settlement of céain Australian dollar panents; it also prides saf cusbdy sevices
to these oerseas agenciede face value of seéties held in cusidy by the Bank in this capacivas
aund $107billion at the end of June 2022eTBank also pyides settlement seices 6r bankote
lodgements and withdraals ty commecial banks v
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The Resere Bank isesponsibledr producing and issuingustrali® bankotes h
this pble, the Bank enses that bankotes in ciculation ae of high qualif and that
the threat of counerfeiting is lov. h lae 2021, the Bank announced it was
conduding a eview of bankiote distibution arangementsd determine what
changes mg be equired to ensue that distibution is e#ctive, efficient,
sustainable ancesilient B both ne and inb the futue.

Grculation

The value of barmotes in ciculation eached $102 Billion at the end of June 2022, equivalenaibund
4y percent of nominal GDIEBowth over2021/22was 7.2ercent, maginally higher than its 1year
average but belav the gowth raies seen diing the pandemic in 2028nd 2021. Mch of the incgase in
circulating bankotes duing 2021/22refleded a moe subdued pace of banktes being etumed  the
Resewre Bankrather than additional ban&te puichasesOveral| thee were a little under dillion
banknotes in ciculation.

Banknotes in Circulation
By total value, seasonally adjusted
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50\(\J 5
S
Year-ended growth (RHS)
25 0
O | | | | | | | | | | | | | | _5
2010 2013 2016 2019 2022
Source: RBA
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Bankotes etumed  the Rsewre Bank @& deemedddt-of-ciculatiorOBankotes can beatumed
because thg ae either poomuality bankotes no longer fitdf ciculation (unfit bankotes) or good-
quality bankotes no longeraquired due b the nomal seasonal fligations in bankote demand
(suplus fit bankotes). @er the past gar apund $2.villion of unfit bankotes vere rtumed, which was
the lowest value of unfietums since the commencement of the Nl&eneration Bankote (NGB)
program in2016/17 The etum of suplus fit bankotes was also at hisical lavs. h comparson,
banknote purchases § commecial banks ere close ¢ the hisbrical aerage with aound $9.2illion of
banknotes being issued iatciculation.

Total Returns
Cumulative value
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The gowth in bankote demand was mostly igen by the higher denominationighlighting a desérto
hold cashdr precautionay or sbre-of-wealth puposes t also highlights the chairgg le of cash, with
cash inaeasingly being usedrf such puposes rather thamf transations The demanddr the laver
denominations patrally ecovered duiing 2021/22as pandemicelated impads on in-person transions
reduced somerhat.Nevertheless it is expeted that the pandemic will lva had a lasting &fét on cash
usage with a surey of households condted in lae 2021by the Rsere Bank suggestingaind one

quatter of espondents hee pemanently educed their peference br cash use as esult of the
pandemic

Banknotes in Circulation
Annual growth; by value

$5 $10 $20 $50 $100 Total
percent percent percent percent percent percent
FY2021/22 1.6 1.0 5.9 7.4 7.4 7.2
10year aeragd? 3.7 3.2 25 6.7 7.4 6.7
(a) Hnancial gars up® June 2021.
Source: RBA
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An inceasing poportion of bankotes in ciculation ae those of the ne NGB sés The pioportion of
NGB bankotes elati\e to all bankotes in ciculation (thes@turation raQ) ineased @er2021/22for all
denominations The NGB $100anknote nov makes up asund 10percent of all $108anknotes up
from 2.8percent in the pevious yar Saturatiorof the nev $20and $5Manknotes inceased ly similar
amounts © aound 37percent and 43Percent, espedively. The two lower denominationson the other
hand, sav only small ineases in their saturationeatSaturation of e $5and $1banknotes ae
unlikely b rise substantiallydm their curent rakes efleding the fa¢ that mary of the edrer seies
banknotes ae sbred, lost or held abad, and so a& unlilely © be etumed © the Rsere Bank in the
near em.

Saturation Rates of NGB Series*
By denomination
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Saturation rate B proportion of second polymer series banknotes
to total banknotes in circulation.

Source: RBA

The Resere Bank also continues monitor cash access and robant cash acceptanc@vhile gerall
accessd cash B measea by the distance people need travel o ATMs or bank branchesddnains
good and has been little changed @tent yarsvulnerabilitiesare emeging. These isks a& paticulaty
pertinent in egional and emote pats of Aistralia, wher an inceasing number of localities\eano or
only a éw cash access points nbgrh terms of mechant acceptance of cash, a Bankesuof
merchants in June 20Z8und 94percent of etail businesses accept cash. fis is a slight decline
compaed with the pevious suvey in 2020.

The declining use of casbrfpayments has placed @ssue on the cash disbution sysem. h November
2021, the &sewre Bank launched aview of the arangementsdr bankiote distibution in oder
examine hav the sysem can emain eféctive, efficient, sustainable arasilient in the face of declining
cash useThe Bank will continuetwork with the cash disbution industy to ensue it is abled continue
to suppot cash being ilable ér those who want or need use it"
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Distnibution, quality andstorage

The Resere Bank operat as a wholesaler of baokes and has disbution ageements in place with a
number of commarial bankswhich povide those banks with accessltankotes; these agements
were enegotiaed in2021/22in line with the egular gcle of enewal. The commecial banksin tun, have
arangements in placetdistibute bankotes aound the county to meet the demands of their
cusbmers

As noed above, the wlume of fit bankotes etumed o the Rsere Bank ¥ commecial banks has been
relatively lav in lecent years As a esult, almost all of the issuangetbe Bank i2021/22were nen
banknotes; avund 7percent of the $9.Billion issuedd commecial banks i2021/22were bankotes
that were previously in coulation but had since beestumed  the Bank and &e deemed fitdr
reissue

The puposebuilt National Bamote Sie (NBS) at Craepum, \ictoria is the gmary cente for the
Resewre Banl® pocessingdistibution and strage of bankotes The Banketains contingeng
distiibution sies in $dney and Craigbum to ensue it can continued meet public demandof
banknotes in the gent distibution cannot occur im the NBSnl2021/22 the vast majdy of
transations were caried out fom the NBS.hEre were only a couple of ga dumng the year when
transadions either neededotbe elocaed to the Craigebum contingeny sie or deémed by one dg as a
result ofCOVID19inhibiting the abiliy of the NBStoperae.

The Resere Bank aim®thave only high-qualit bankotes in ciculation as these @amoe readily
handled ty machines and makit moe difficult &r countrfeits b be passedAccodingly, the Bank has
arangements that encourage the cash-in-transit companies and the ceimhignks that arpat of
the Banl® wholesale bamlote distibution arangementsa sot the bankotes the/ handle ¢ ageed
quality standads. Based on this go1g, bankotes that emain fit ér ciculation ae redistibuted, while
those that a& deemed unfit & retumed o the BankThere ae two coke eatues of the qualjt soting
framework:

1. Different levels ofdDalityOof bankotes ae defined ly the Rsewre Bankbased on the absence or
presence of deftts such aseiars blds and inlwear This allevs bankote qualiy to be measwed and
guidance is mvided b the banks about whether a bartdte can beeciculaied or etumed © the
Bank dr destrution. Onceetumed o the Bankthese unfit bantotes ae assesseatconfim their
authenticiy and qualig; they ae then desiyed and ecycled inb other plastic mducts.

2. The commecial banks wolved in wholesale bamiote distibution ae paid accating to how well
they sot to the qualiy standads. D do this the Rsewve Bank samples qualisoted @O bamiotes at
cash depots and mak pgments b the banks based on the assessed qustive of the vorst
15percent of the bankotes sampledhe maximum pgment the banks can colliaely eceiwe is
capped at $1nillion per annum.

In 2021/22 the Bankeceivwed $2.billion worth of bankotes deemed unfitol recirculation and paid just
over $13million o the commecial banks wolved in wholesale disbution for qualiyy soting under the
quality-soting framevork.

Another wg the Rsere Bank incentivises the indysto quality-sot banknotes is though payments o
those commetial banks wolved in wholesale disbution for the bankotes they sore in pivate cash

[1] See RBA (2021fe@ew of Bankote Distibution Arangements: IssueaeONoember
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depots This arangement, which wolves the Bsere Bank pging inerest on these amountss only paid
for banlknotes that hae been qualif soted. h 2021/22 the amount of irdrest pgyments b the banksdr
this pupose was ery low, efleding the lav interest raé ervionment. fat said the oppotunity cost of
holding bankotes has also fallen in line witkvlmterest raes

The Resere Bank als@moves bankotes fom ciculation though its Damaged Ban&tes Rcility. The
facility is oféred o holders of Astralian bankotes who hae urwittingly come inb possession of
damaged bankotes or whose bamotes ae accidentally damagelaims that meet thequirements
set out in the Bar®Damaged Banktes Rlicy ae paid based on their assessed v&lire2021/22 the
Bank updatd the Damaged Banktes Plicy to provide moe claity about the claims pcess and the
basis on which cé&in claims might beejfeded.

During 2021/22 the Damaged Banktes Rcility pocessed aund 8,40&laims and made $14niillion

in payments O these apund 100claims verth alound $9.2million involved banknotes that vere
damaged duing the 202Queensland and NSW flopdsainly fom businesses and financial institutions
Due b longevity and widesprad devastation of the floodshe Rsexre Bank continuedtreceiwe flood
claims seeral months d@ér the e/ents As at the end of June 2022%@nd half of the @lume of claims
received flom the floods had been assess@&dincease wareness of the Damaged Baites Rcility
within communities affcted by the floodsthe Bank shed inbrmation about hev to lodge claimsoir
flood-afécted bankotes though its vebsie and industy liaison.

Damaged Banknote Claims
Value of payments
$m —|$m

10 10

Other

2019620
bushfires

0 0

11/12  13/14 15/16 17/18 19/20 21/22

Only major flood events with significant volume of flood claims received
are identified. Assessment of claims from the 2022 Queensland and
NSW floods is still in progress.

Source: RBA

*

[2] See Buron A and H \Mata (2022)\dat @n Ybu Do With Your Damaged BamiotesDRB/ABulletin June
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Counterfeiting rates

The level of counerfeiting in Australiaemains lav compaed with hisbrical noms. h 2021/22 apund
12,00@¢:ounterfeits with a nominal value of $900,00@randetected in ciculation. Tis coresponds ¢ a
counterfeiting rae of aound six courgrfeits deected per million genuine bamnlotes in ciculation;
however, this is expéed to rise a little once the analysis of all cedeits deected in2021/22has been
compleied. The lowv counterfeiting rae likely efleds a combination of th€0OVID19induced lockowns,
effective lav enbrcement adivities and in@rased saturation of the NGBiagiof bankotest!
Counterfeiting of the $10@enomination emains eleated, with counerfeiters pimaiily tageting the
previous polymer sés rather than the e NGB banhote seies

There have been ery few detections of NGB couatfeits in ciculation so farSince the first NGB banke
was eleased in 2016, theehare only been 8NGB courdrfeits deected, compaed with just @er
122,00@ounterfeits of the pevious sdes of bankotes The average quali of the NGB couelffeits is
also laver than the werage quali of the pevious saes counérfeits br the same péod. These figues
indicat that the nev banknotes ae significantly moe secue than the first polymer bankte seies as a
result of their inneative new secuity eatues Tis demonstras that one of thedy aims of the NGB
program has been achied, which wasd improve the sectity of Aistrali® bankotes

Counterfeit Banknotes in Australia (&

2021/22

$5 $10 $20 $50 $100 Total
Total number 4 6 130 6,120 5,921 12,181
Frst Blymer sees 1 5 128 6,059 5914 12,107
NGB sées 3 0 2 60 2 67
Paper seies 0 1 0 1 5 7
Total nominal value ($) 20 60 2,600 306,000 592,100 900,780
Counterfeiting rae Counterfeits per million 0.02 0.04 0.7 6.2 13.0 6.2

banknotes in ciculation)
(a) Hgures ae peliminay and subjecto upward revision because of lags in coerieit submissionstthe Rsere Bank
Source: RBA

[3] See Mann L and Sdehe (2022)Rézent Tends in Bankote GunterfeitingORBMulletin June

RESEWRE BANK OFUSTRALIA ANMWU REPORD 2022 109



110

BANKNOES

Counterfeits Detected
Parts per million banknotes in circulation
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Lav-enforcement efbrts o investigae and posecue counerfeiting operations plaa sigificant ole in
managng the theat of counerfeiting! The Resewe Bank suppts cout proceedings avund Australia
through the povision of indrmation about courgrfeit curency and experwitness staments h
2021/22 the Bank completl 95staements elating b 1,391counterfeits h addition, the Bank isvare of
20court proceedings that occeed duing the year elating b the possession, passing and mglof
counterfeit curency.

Banlnote reseach and deelopment

The Resere Bank maintains antae bankote reseach anddevelopmentprogram b develop cost
effective counerfeit-resistant secity featues and detction technologes br Australian bankotes The
primary pumpose of this gigram is 6 ensue that Aistrali® bankotes emain durable and se@ingainst
counterfeiting and a@ easyd authenticag¢ or a wide vaety of usersthis is achieed in pat through
collaboration with domestic and erhational expés fom vaious exemal oganisationsincluding
universities public and pgwvate companiesieseach institues and other central banks

Fundamental ¢ this ppogram is a continuing assessment of the vulnerglofibankotes b difierent
forms of coungrfeiting, the mechanismsybwhich bankotes wear in ciculation, poduction capabiliy,
and haw the public and bankote-processing machines use and authentdaankotes This work has
been complemered by the desig and manufature of nav instrumentationdr qualiy assurance and
damaged banRkote assessment, and tdevelopmentof testing methodologes br the assessment of
banknotes Over2021/22 thee was also a sing focus on poéntial ppduct and pocess impsvements
for the NGB sis in oder © reduce costs and impve ciculation li€ of bankotes

Note Rinting Australia Limied (NPY)

NRA is a whollywned subsidiar of the Rsere Bank that mduces bankotes and passpts or
Australia.tlalso pmts bankotes and other secity products br other counties h 2021/22 NRA
delivered 431million Australian bankotes b the Bankcompising 40million NGB s&s $Sanknotes
14million NGB sers $2Manknotes 221million NGB s@s $5Mbanknotes and 156nillion NGB sars
$100banknotes h comparson, i2020/21 a btal of 234million Australian banfotes were delivered
the Bank  NRA. Br moee details about N® see the chapts on @8emance and Acountabiliy® and
OOperational Sttued

The total amount paid  the Rsere Bankd NRA in2021/22for the supply of bamotes and elaied
sewvices was $12illion, compaed with $74million in the pevious ear

NFA also povided pinting sewices b other AistralianGovemmentagencies anderseas central banks
in 2021/22 h paticular.

¥ NP poduced aound 371,00@ ®ries passpds and 73,000ew R sdes passpas br Australi®
Depatment of Preign Affairs and rade

¥ NFA pinted 1.1million Biths, Deaths and Mrriages Ettificates br all sta¢ govemmentsin Australia.

¥ NP deliered 12.5nillion bankotes under contrado Singapog, lomon Islands and the
Philippines dealing dectly with the central banks in those coues

[4] See Megel K and KySeonalis (2020)A@unterfeit Sory: Operation Galine®RBMAulletin December
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Banknote Purchases
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The Resere Bank pdicipates in inemational efbrts to addess the challenges
facing the global econoynand financial sysmn, and impove the inemational
financial azhitecture. I does so ttough its membership of global anelgronal
forums and its close bittl elationships with other central bank¥er the past
year theGOVIBD19pandemic the war in Ulaing inflationay pressues and
macioeconomic polig settings hee been at thedrefront of inemational
discussions on the global economic and financial outl@ekyear has also seen
continued inemational efrts to progress vork on a range of issudacluding
digital curencies lisks asing fom non-bank financial iatmediation, avss-boder
payments and climatrelated isks

Group of wenty (G20)

Purpose

The G20s aérum br cooperation on economicinancial and other pojiéssues among 2ff the
world® lagest economiesincluding Astralia.ftemational oganisationssuch as thetemational
Monetary Fund (IMF), also ganipate. The G20vas chaid hy kaly fom December 20260
November 2021, and has been ckdiby hdonesia since &ember 2021.

Resewnve Bank imolvement

The Gvemor and Asistant Gvemor (Eonomic) epresent the Bank at highvel meetings of the
G20, while other senior staff figipate in G2@vorking groups and conibute o the G2@0hork on
financial setor issues

The G2Gsenes as ady forum br membersda discuss majoisks ¢ the economic outlookshae
expeiences on economic and financial pplineasues and explar ways colletively b addess global
challengesThe main bcus of idonesi® pesideny has beend promote a stong, sustainablebalanced
and inclusie global ecovery flom the COVID19pandemic though enhanced irgmational cooperation.
The war in Ukaine and its economic efts was also faéored into G20discussionser the later pat of
the year in eview.
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To help supporvulnerable countes afcted by the pandemicthe G2tas announced a global goal t
channel adtal of US$10Billion worth of Special Dreing Rghts (SDRs) tounties most in need In
addition, magrial pogress has been made on inoping the capacit to prevent, pepae for and espond
to future pandemicsbgether with the Qganisationdr Eonomic @-operation andevelopment
(OECD), the G2@lped secwe a hisbric ageement on inémational taxeforms. The eforms inolve
establishing a global minimum gmrat tax ra¢ and equiing multinational cquorations 6 reallocae
their piofits, br tax puposes o counties based on wherthose pofits were generagd.

Resere Bank staff pcipated in thee G2@vorking groups dumng 2021/22

¥ The Famework VWrkng Goup:This goup hasdcused on identifying and monitng risks ¢ the
economic outlook B including the maeconomic impats of clima¢ changethe war in Ukine
rising inflationay pressues and global supply chain issues bedkas considérg macoeconomic
policy setting®? It has alsooicused on analysing apriate straégies b exit fom emegency
QOVID19policy settings and addssing scaing efecs flom the pandemic

¥ The Ineérnational iRancial £chitectue Wrkng Goup:This goup hasdcused on sangthening
suppot to vulnerable counies Pllowing the IMB general allocation ofamd US$650illion worth
of SDRs inugust 2021, thergup has verked on deeloping optionsdr advanced economiee t
channel a sharof their nev SDRs0tcounties most in needh addition, 6 help suppor efective,
timely and coattinated debt estruduring in countres facing debt distss the goup has verked ©
improve the G2@8@mmon Famework br Debt Teatments Members hge also continued their
efforts to understand the dvers of capital fles in emeging maket economies and theslative
effectiveness of the vaus poliy tools aailable 6 manage thevulnerabilitieshat can aise fom
these flavs.

¥ The SustainablénBne Wrking Goup:This goup rleased a multigar Sustainablerfance Radmap
in 2021, which outlines a set ofiags D identify and addrss baters b finance that suppoiclimae
and sustainabiljtgoals The goup will eport on progress on an annual basis2022, the wup has
focused on thee piority aeas: deeloping a frameork for transition finance and imgring the
credibility of financial institutio@ netezo commitments; scaling up sustainable finance instruments;
and discussing poljclevers that incentivise financing that supsathe transition.

[1] SDRs aran inemational esewe asset usedtsettle transaimns betveen counties and help balance erhational liquidiy. A5 pat of the global
policy esponsed addess the economic challenges asseatlavith theOQOVID19pandemic in Aigust 2021he IMF allocad apund US$6580illion
worth of SDRotits membersThis povided a sigificant boostd global liquidiy and alleved scopedr the SDReallocation goal aged by the G20.

[2] The Famework Working Goup helps 6 implement the G28@&mework or Stong, Sustainable and Balancedw@hO
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Russi@irvasion of Ukaine led & a ppmpt focus on its possible dmd financial eéfts, as well as the
wider implicationsdr the G2@@inancial seor agenda. e invasion ledd isolaed financial stiss plice
fluctuations and supply pblems in cemin makets especially commoditiefhe Fnancial StabiltBad
(FSB) arked with other bodiestt assess the effts on financial institutions and rkats (see belo).

Global bodies continuedtwork on other G2@bcus aeas @er2021/22 with pandemicelated issues
remaining a &y focus Gher work aeas globally eer the ar included: desloping a beter
understanding of andesponding o the financialisks asing fom climat change; immving coss-
border pggments; and ongoing efits o addess theisks posed ynon-bank financial iatmediation
(NBFI). Adiscussed belg the Rsewe Bank and otherd@ncil of Fhancial Rgulabrs CFR) agenciesear
involved with some of this ark, gven the CF& mandag to promote financial systn stabiliy and
suppot efiective and efficient financiagulation.

RESEWRE BANK OFUSTRALIA ANMU REPORD 2022



116

INTERNRIONAL FINANCIAIOOPERRAON

Reserve Bank Involvement in the G20

FHnancial $ability Board (FSB)

Purpose

The FSB pmotes inemational financial stabilitoy coodinating national financial stec
authoities and iremational standak-setting bodies as tlyedevelop stong regulabry, supevisory
and other financial sear policiest also plgs a centrabte in assessing neand eolving global
trends andisks

FSB members includepresentaties fom 24economies as ell as the main ietnational financial
institutions B including the Bamk htemational 8ttlements (BIS) and the IMF B and standar
setting bodies such as the Basaintittee on Bankg Supevision (BCBS).

Resewe Bank inolvement

The decision-makg body of the FSB is thieRar. The Govemor is a member of thddhary, as
well as the &eing @mmittee and the Standingghmittee on Asessment ofiherabilities

Senior Bank staffnainly fom the Fhancial Stabiltand Ryments Blicy depatments paticipate in
meetings of vaous FSBrgups including:

¥ the Analytical ®up on Milnerabilitieswhich suppads the work of the Standing@nmittee on
Assessment oflherabilities

¥ the Rnancialmnovation Netvork

¥ the Clima¢ Winerabilities and Data @p

¥ the (fficial 8ctor Seeiing Goup

¥ the Working Goup on Rgulabry Issues of Stablecoins
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As with the pandemicRuss&iinvasion of Ulaine highlighed the FS® ley wles of (i) monibring global
financial sysim developmentsandvulnerabilitiesand (ii) coalinating inemational esponsesd threats
to financial stabilit he FSB Standing @mmittee on Asessment ofulnerabilitieocused on the
financial implications of theviasion, ien the sigificant efécts on commodiy makets falls in major
equity indices and heigkhed wlatility in bond and other m&ets \blatility in commodiy makets led
lage magin callsdr commodities devatives which placed strains on a number of keaipaticipants
Beyond these diect effeds, the FSB assessed that thesstralso highliget, and could grstallise
undetlying vulnerabilitiesn the financial sysin, such as high debtvels and sttched valuationsthe
Resere Bank pdicipated in seeral meetings heldybthe FSB on thesievelopmentsover the later half
of the year The FSB continues monitor the efécts of the war and prides egular updags b the G20.
In addition, it is wrking with other bodies on addssing the faullines exposedybthe stesses that ha
alnisen, in pdicular in commodif makets and magining pradices

With health outomes and access taccines still wing acoss some coungs under theriddonesian
G20presideng thee had continuedd be a écus on the economic and financiakef$ of the pandemic
Nonethelessthe impoved situation gerall in elation b the pandemic has meant the FSB and other
bodies continued their ark on assessing mediuraain efecs and implications of the pandemte
patticular the FSB is examiningysad addess the ppblem ofCOVID196caringd edtts on the
economy and financial syai, in oder © €uppott a moe even, sustainable and inclusiglobal ecovery®

Addressing the efftts of climag¢ change on the financial 4ec has been a majasdus of global bodies
over the yar htemational vork in this aga has layely been parof the FSBdadmap 6r Addressing
Climae-related Fnancial ks key strands of this evk include analysis wéiinerabilitiesand addessing
data gaps inelation b climae risk The Resere Bank is céeading an FSBorksteam o develop a
framework to monitor and assesallnerabilitiesn this aea.

Another ongoingdcus of the FSB has beerstengthen the esilience of the NBFI secand addess
sysemic isks asing fom NBFISA ecent bcus has been moryemaket funds and other fundswgn the
turmoil expeienced duing the peak of the pandemithe Resere Bank conibutes b this work through
its ongoing membership of the F&Blon-bank Mnitoring Expets Goup.

RESEWRE BANK OFUSTRALIA ANMU REPORD 2022 117



118

INTERNRIONAL FINANCIAIOOPERRAON

Australian Involvement in Key FSB Committees

The Resere Bank pdicipates in a number of other FSBups including:

¥ The Hnancial Inneation Network which monibrs and assesses the financial staliifiplications of
financial innwation, including financiaéthnology (@ffechO).eRent bcus aeas hae included
crypto-assets and decentralised financeRpP

¥ TheWobrking Goup on Bgulabry Issues of Stabies which has been examiningadving appoaches
to the egulation, supesision and wersight of global stablecoinrangements

¥ The Cossboder Crisis Managemerduprfor iRancial Mart Infastructues(a subgroup of the
Resolution ering @up), which has beenarking on esolution arangementsdr central
counterparties CCF). Rcent work hasdcused on assessing the adequat financialeasouces
available ér GCCP esolution.

¥ The Official 8cor Seering @Gup, which is prgressing eforms of inerest raé benchmaks including
coorinating the transitionwaay fom the london hter-Bank @Glered Rates (LIBOR)wards alemative
interest raé benchmaks The end of 202inarked a major milesne in this transition as most LIBOR
tenors ceased without grsiqnificant disruptionsA ley focus of this gup is b ensue a smooth
transition avay fom the emaining USD LIBOR settingkich will continue until the end of June
2023to suppot the run-off of a substantial gimn of legag contrads.

The FSB is alsoggressing inémational polig work to enhance @ss-boder payments h October 2020,
the G2Cendorsed a 6&Ima® deloped ty the FSHN coodination with the @mmittee br Ryments
and Market Infrastru¢ures CRMI) and other imational bodiesio male coss-boder payments cheaper
faser, moe transpagnt and moe inclusie. The Radmap includes a set of quantitatiglobal tagets br
cost, speedtranspagncy and access in theass-boder payments maket, © aid momentum and

RESERE BANK OFUSTRALIA



INTERNAIONAL FINANCIAIOOPERRAON

accountabiliy apund overall outomes The G2(has as&d the FSBitmonitor progress including with
resped to the tagets and eport annually D the firstggress eport was povided in @tober 2021.
Resewe Bank staff @re involved in thedevelopmentof the Radmap and ae paticipating in a number
of intemational vorking groups that deal with aspecof the Radmap vork, including an FSBorking
group assessing the issuelofo®-your-cusbmerO and idenyiinbrmation shang (see belw under
oawi0).

Additionally the FSB is engaged in other ongoirmknaeas including enhancingyber esilience and
better eporting of g/ber incidentsiesolution and dsis management franaerks and assessing and
addmessing theisks posed Y ciypto-assetsdr financial stabijit More bioadly B and as was the case with
the global financial @is the pandemic and e the irnvasion of Wkaine B the FSB will continoeptay a
central coadinating ple br the G20n the face of anemenging risks and issuesedfing the global
financial systm in the peiod ahead

Bank or International Settlements (BIS)

Purpose

The BIS and its assoe@tcommitees plg an impotant ole in suppating collaboration among
central banks and other financiedjulabry bodies They do so ly biinging together officialsat
exchange inbrmation and viers about the global econoynvulnerabilities in the global financial
sysem and other issues affing the operations of central banks

Resere Bank irvolvement

The Reserve Bank is one of @&ntral banks and monetaauthoities holding shas in the BISh&
Govemor or Reputy Govemor paticipate in the bimonthly meetings of gemors and in meetings
of the Asian @nsultatie @uncil The Gvemor chairs the @nmittee on the Globalifrancial
Sysem (OGFS), and thessistant Gvemor (Fhancial Mikets) is a member of theaets
Committee and the GFS.

The GSFS seeke tdentify poential souces of s&ss in the global financial sstand pomotes the
developmentof well-fundioning and stable financial nkets The Markets @mmittee considers he
economic and othedevelopments including egulabry reform and echnologcal changemey afect
financial magets paticulaty central bank operations

These committes hae been monibring the challengeof financial systns and mdets fom the
QOVID19pandemic and the war in tiine They also povide an impotant meansdr central banksot
shae perspetives on the golving economiceacovery and their polig esponsesAeas ofdcus hae
included: global financiallnerabilitiesincluding the effcts of inflation and monetgrtightening on
long-term yields lisks ¢ the futue resilience of the baikg sysém and the rapidise in housing fices
during the pandemic; liquiditconditions irgovemmentbond makets; and the efftiveness of polic
measues b suppot bank lending duing the pandemic
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These committes also caed out work on a number of longeetm topics though the yar Duing
2021/22 Resere Bank staff pcipated in a number of commie subgroups including:

¥ a GFS wrking group on debt and financial stabjliexamining dvers of aggegate debt and its
main tends the elationship betveen household and cporate debt and financial stabjlitand hov
policymalerscan manageisks o financial stabilt with the finaleport published in My 2022

¥ a GFS wrking group examining the use of asset ghases § central bankof monetay polioy
purposes duing the pandemicand the lessons leed flom this expdaence

¥ a Markets @mmittee working group on maket fundioning, lookng at the bols aailable ¢ central
banks b respond b maket dysfunt¢ion in coe local curency makets the efficag of those dols in
different scendaos and maet strudures and their pantial benefits and costs

¥ an Asian ©nsultatie @uncil study goup on breign exchange makets in the Aia-Rcific egion,
looking at maket monitoring by central bankghe breign exchange ecosysim and heding makets
and links baetreen breign exchange makets capital flaws and domestic financial conditions

The Resere Bank also pécipated in the BISihovation Hul® Rojed Dunbar The pojea developed
prototypes br a shad platbrm that could enable iemational settlements using digl curencies
issued ly multiple central bank# addition, the Bsewe Bank cachairs a Bl8rovation Network working
group exploing the application of emging supevisoly and egulabry technologes b common
challenges facing member central banks

Basel @mmittee on Bankg Supewision (BCBS)

Purpose

The BCBS is hest by the BIS and is theiiary intemational standal-setting body dr the bankng
sedor. L provides adrum br regular cooperation on baig supevisoy maters among its
28member juisdidions. I seeksd enhance understanding ok supevisoly issues and impve
the qualiy of bankng supevision vorldwide.

Resewnve Bank inolvement

The Govemor is a member of the @p of Gvemors and Heads of Supésion, which is the
oversight bodydr the BCBSh@& Assistant Gvemor (khancial $sem) is a member of the BCBS.

As with other global bodigshe BCBSwork over the yar was a minre of ongoing work and in the lager
half monibring the financial edtts of Russ@irvasion of Ulaine Gien its cus on bankshe BCBS has
been a ky orum br discussingisks ¢ the global baniig sysem aising fom the war Bank® dérct
financial exposes b the ley counties irvolved were elatively limied and manageabléhe BCBS also
examined other channels/lwhich bankg sysems could be aéted by the way such as tlough
developmentsin commodity makets, bank® operationasilience while pressing sarions and
dealing with an in@ase in gber theats and isks mming fom a worsening maaeconomic outlook
The Resere Bank pdicipated in the discussions on these neadt along with the Astralian Rudential
Regulation Aithority APRA).
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Managng climae-relaied financialisks has been a majoctis wer the yar h June 2022, the BCBS
released pinciples 6r both bank&isk management and supésor® prdices elaed © these isks The
principles ceer coporate govemance inemal contpls, lisk assessment and management maiig
and eporting.

Following feedback on mliminay poposalsthe BCBS isovking to finalise the prudentialeatment of
bank® gpto-asset exposas aound the end of 2022hiE work is paticulaty timely gven the wlatility
seen in the gipto-assete®osystmO aund mid-2022and hence the needthave a global minimum
prudential frameork o mitigate lisks fom crypto-assetsQher work aeas @er the year included
possible adjustment®tthe framevork or global sysimically impatant banks and ban&soperational
resiliencegincluding theeliance on thit- and burth-party sevice poviders and the neeaif banksa
improve their esilience in the face ofloer theats

Committee on Ryments and Market Infrastrudures(CRMI)

Purpose

The CRI is hostd by the BISt $enves as aofum br central banktmonitor and analyse
developments in pgment, cleang and settlement infrastrtuires and sets standids br these
facilities The CRMI has 28nhember institutions

Joint working groups of the CHI and theritemational Oganization of &cuities @mmissions
(I0S0) bing together members of thesavb bodies 6 coodinate policy work on the egulation
and oversight of financial mket infrastrutures (MIs).

Resere Bank ivolvement

Staff fom the Ryments Blicy Depatment ae members of the G, the CHI-IOSO Seeling
Gioup, the CMI-IOSO mplementation Mnitoring Standing Grup and the CMI-IOSO Rlicy
Standing Gyup.

Staff membersdm the Ryments Blicy and Byments 8ttlements depaments ae paticipating
in a number of QR worksteams contbuting to the G2(Rbadmap b enhance @ss-boder
payments including goups lookng at impoving coss-boder pyment povider® access t
payment systms hamonising coss-boder pgyment messageofmats and data ptocols and
exploiing issues wolved in possible ng infrastruture for coss-boder payments (such as global
stablecoins and central bank itiéd curencies).

The CRMI published a number oéports duiing the year b which Ryments Blicy Depatment staff
contributed. These includedaports on hav the Rinciples ér knancial Muket Infrastru¢ures apply @
stablecoinsdefault management ations used lg central courdmparties and central couetparty
access and client cléag arangements Staff members also cabtrted to CRMI-IOSO implementation
monitoring reports.
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Cooperative oversight arangemens

Purpose

The Resere Bank pdicipates in seeral multilaéral and bilaral arangementsa suppot its
oversight of déreign-headquatered RMlls that plg an impotant ole in the Aistralian financial
sysem.

Resewe Bank inolvement
Over2021/22 staff fom the Ryments Blicy Depatment paticipated in:

¥ an arangement led i the lederal Rsere Bank of Ne York to oversee CLS Bamitdmationa)
which piovides a settlement sdace br foreign exchange transa®ns

¥ a global @ersight college and aisis managementrgup for LCH Limied, both chaied by the
Bank of England

¥ an inbrmation-shaing arangement with the USathmodity Futures Tading @mmission, in
relation b CMEHc

¥ the Sciety for Worldwide hterbank hancial @lecommunication (SWIFDversight Brum,
chaied by the National Bank oélgium (NBB)

¥ the Multilateral Qrersight Goup for Riroclear Bankchaied by the NBB

International Monetary Rund (IMF)

Purpose
The IMF gersees the stabyitof the inemational monetay sysém via:
¥ bilateral and multilaral suveillance which ivolves monibring, analysing and pviding
advice on the economic and financial policies of itsri®@@bers and the lirdges betveen
them; Aticle IV consultationsvhich ag a ley meansa do this ae conduded Pr Australia
every year

¥ the provision of financial assistancemiember counties expeaencing atual or poential
balance of pgments poblems

Resere Bank irvolvement

Australia holds a 1.3#rcent quota shar in the IMF and is gaof the Aia and the &ific
Constituengy, which isepresentd by one of the IM® 24E>cutive Diectors Australia also
contiibutes b the IMB supplementar borowed resouces including the 8verty Redudion and
Gowth Trust (PBT). he Resere Bank suppds the @nstitueng ffice at the IMFybseconding
an advisor with exp#se in economic and financial secmaters; the Bank alsmwiks with the
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Australian feasuy to provide suppot to the @nstitueng Cffice on maters discussedytthe IMB
BEecutive Bad.

Duiing 2021/22 the IMF continuedtprovide financial assistanaevulnerable member coungs b
suppot their ecovery fom the COVID19pandemic t has also wrked to mitigae spillaers fom the war
in Ukaine IMF lending at the bewing of the pandemic was gely in the &rm of emegency financing
arangements that ere quiclly disbursed and did not taa conditionaliy attached once the fundsere
lent. Since then, IMF lending has transitionddriger €rm programs that & conditional on economic
reforms being undesaken by the borower and pecautionay arangements that can be called upon
when needed h the 12months b June 2022, If8on-emegency financing aangements were appoved,
with a ptal value of SDR8@illion. This includeddur precautionay arangements with a combined
value of SDR4%8lion, a SDR31bdlion plogram br Agentina, and 18ther poograms with a combined
value of SDR4llion. IMFdtal cedit outstanding in@ased ly apund 3.9ercent over2021/22t0
SDR109 Eillion.

As notd abore, in Aigust 2021the IMF made a general SDR allocatiorthnaiound US$650illion ©
suppot the global ecovery fom the pandemicA general allocation of SDRs isibligtd acoss IMF
member counties in poportion to their quota sharin the IMFAustraliaeceived SDR6 Billion
(US$8.9illion at the dat of the general allocation)eMber counties can eshange their SDRerfdard
curmrencyO such as d8lars This Bad curency® can then be used as the couohooses Bf example
to meet balanceof-payments needs or finance healtéated expenditues The Bank helpotfacilitag
trade in SDRs viaigtrali® oluntary trading amangement with the IMF (see chapbn OOperations in
Financial MuiketsD).

The IMF has also been exjphogra number of option®f members with sting exemal positionsd
channel their SDRs help supparthe financing needs of gdeloping or emaging economies®me
members hae made pledgesotchannel SDRe the IMB existing P&T which povides concessional
financial suppdrto low-income counties The IMF also aged in Apit 20220 establish a ne Resilience
and SustainabilitTust (RS)T which will ppvide longer €m financing ér eligble membersd addess
deeper strutural issues that posisks ¢ prospedive balanceof-payments stabilit The RST is exped
to commence operations katin 2022, and initially will kéised on suppding reforms elating o
climate change and pandemic gpaedness he AustralianGovemmenthas pledgedad rechannel
SDR1.26illion to the PBT and RST lending faciliteesuppot vulnerable countes which equats b
20percent of Aistrali® navly allocaéd SDRshe govemmentwill also lend an additional
SDR1.167llion (19percent of its 2024llocation) ¢ provide subsidy andesere resouces br these
trusts
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IMF New Financing Arrangements Approved*
IMF financial years

no Number no
40 40
20 B B B 20
SDRb Amount** SDRb
120 N o 120
60 eER-B B B.ummll
0 . B 0

06/07 10/11 14/15 18/19 22123

M Standby or extended financing I Precautionary Bl Emergency financing

*

IMF financial year runs from May to April; the observation for 2022/23
is for May to August 2022.

Augmentations included at time of original financing arrangement
approval.

Sources: IMF; RBA

*%

The IMF peodically undetakes fhancial 8ctor AssessmentBgram (FSAPviews of its membef3
financial sysims and egulabry framevorks The Resere Bank and other CFR agencieglmntinued ©
implement the 201&SAPeaview® ecommendationsas apppriate. This has included @rk on a
resolution egime Pr cleaing and settlement facilities anal $tengthen supevisoy and enércement
powers Roposals in this aa were piovided b the AistralianGovemmentby the Bank and theuAtralian
Secuiities andvestments @mmission, as joinegulabrs or cleaing and settlement facilitiebebre the
then Govemmentannounced it wuld pioceed with theseaforms. The lesolution egime would allav
the Bankda intervene in a disessed cleéamg and settlement facijitin oder b ensue that the facilit®
critical sevices continued operae. Felevant legslation implementing these changes hastp be
introduced inb the Ruliament. Tie IMF alseecommended that the Ban&rfmalise its emegency
liquidity assistance (ELA) framogk. h Sptember 2021, the Bank published guidance on ELA, including
its assessmentiteria and theexpedationstowards eligble counermparties applyingdr ELA. dstrali®
next FSAPeview is lilely © tale place in the nexfew years
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EecutivesO Meting of East Aia-Ricific @ntral Bank{EMEAP)

Purpose

EMEAP brgs bgether central banksoim 11economies in the eastsia-Rcific egion B Astralia,
China, Hong éhg SARnpHonesia, dpan, Mlaysia, N& Zealand the Rilippines Singapa, Suth
Korea and failand Bd discuss issueslevant b monetay poligy, financial maets financial
stabiliy and pgments sysims in theegion.

Resewnve Bank irolvement

The Resere Bank pdicipates in EMEARcIuding at the @/emor and 2puty Govemor levels h
July and Agust 2021, the Bank chedrthe EMEAPo@emors) kketing and a meeting of EMEAP
Govemors and Heads of Supé&ory Authorities h 2021/22 the puty Govemor continued ¢ be
the Chair of the EMEARM&tary and hancial Stabiljt @mmittee. Staff also pecipate in the
EMEAP @king Goups on fhancial Mikets Bankig Supevision, and &ments and Miket
Infrastrutures and in meetings ofiformation Echnology Diectors These goups maintain close
relationships with other ietnational institutionssuch as the IMF and the BiSutin regular
dialogue on opical issues

Reserve Bank Involvement in EMEAP

EMEAP @&emors meet annuallytdiscusséy issues in theegion. he 202IEMEAP @&emors) meeting
covered the asynclunous natue of the globalecovery, ecentQOVID19outbreaks andievelopmentsin
financial conditionsnflationay pressues acoss the egion, as wll as communication challenges faced
by central banks ding the pandemicGvemors also meet annually with Heads of Suipery
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Authorities in the égion to discuss issueslatd to the financial sysin. hese meetings ere chaied by
the Resere Bank via videocarénce in July andulyust 2021.

The EMEAP dmetary and khancial Stabilt @mmittee has prvided an impotant orum 1o discuss
current economic and financial mt developmentsand the associatl polig/ challengesor EMEAP
members h 2021/22 the @mmittee discussedpics including theaopening of member economies
following the pandemiciising inflationay pressues and the tighegning in global financial conditiontie
Committee met dur times irr021/22

The Working Goup on Fnancial Mukets bcuses on the analysis atelelopmentof foreign exchange
money and bond maeets in the egion. Erery second meeting of thisgup is held in conjurion with
the BISiRancial Mukets Brum. Duing the year the goup continued its wrk on developing local
curency bond makets thiough the Aian Bnd Rind hitiative (see chapgr on OOperations indhcial
Market). das ofdcus in2021/22also included the gen bond maket in Asia, financial benchniar
reform and bond maket fundioning llowing the onset oOOVID19

The Working Goup on Bankig Supevision (which also includespresentaties of EMEAP membérs
prudential egulabrs including APRA) meetsghae inbrmation, discuss bairlg supevision issues and
condud joint work on elevant bpics h 2021/22 the goup shaed inbrmation on financial syetn and
regulabry developments including on maaprudential policies used dag the pandemic and
discussed policmaters of inerest b members

The EMEAP &king Goup on Ryments and Mrket Infrastrutures is adrum or shaing information and
expeiences elating b thedevelopment oversight andegulation of etail pyment systms and Mlis
Duiing 2021/22 discussions in theaup focused on a number of issyécluding: initiaties b enhance
the speed cost and transpancy of coss-boder pgyments; accessrangementsdr payment systms;
market and egulabry developmentsrelated to stablecoins and gpto-assets mar bioadly, and @olving
views and eseach ino central bank digal curencies

The hformation Bchnology DiectorsD Keting povides adrum br discussions odevelopmentsin
information echnology (ITand its implication®f central banksbpics discussed ding
2021/22included: gbersecuty and cloud adoption; building IT staff capeaitd echnology suppdrfor
hybrid workplaces; digal operating models and use of common matfs; and in@ased imestments in
data management and gemance

Network for Geening the knhancial §stem (NGFS)

Purpose

The NGFS is aayp of central banks and sup&sors whose ppose isd shae best pratices
contribute to the development of climat and enironmentrelaed iisk management in the
financial seor, and mobilise maingam financed suppot the transitionawards a sustainable
econormy. By the end of June 2022, the Wetk had gown to 116central banks and supgsors
amound the world.
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Resere Bank irvolvement

The Resere Bank joined the NGFS in July 2048 2021/22 the Bank dively paticipated in a
number of vorkstieams which publishedeports thioughout the yar h November 2021, the
Resere Bank and APR&éle@ased a joint NGFS pledge that outlined thi®re they ae takng to
ensue that financial institutions and thedralian financial sgsh ae pepaed © respond o the
financial isks of clima& change

One ky contibution of the NGFS is tdevelopmentof climae scenaps These scendos ae intended
to provide a common stéing point br analysing climatisks ¢ the econony and the financial sysh,
and facilita¢ globally consisnt analysis ofsks ly regulabrs and fins. h Cctober 2021, the NGFS
produced aeport that suveyed member&ectent expeences in using climatscenaps b assess
climate-relaied iisks in theirwn juiisdidions. APR& Climag \uInerabiliy AssessmentQVA) was one
example éatued in the eport. The Resere Bank has as&dtAPRA with the elements of théACwhich
seeksa assess the natiand etent of the financialsks that laye banks in #stralia mg face dued
climake change

The NGFS pduced seeral othereports in2021/22 including: an assessment afgress made Y
supewisors on irggrating climaé-related andenvironmentalrisks inb their supevisoly framavorks; an
overview of tends in climad-related litigation and wgs b addess associatl isks; a guide on clinet
related discloswe for central banks; aport on enhancing maet transpagncy in geen and transition
finance; a study on koclimae-relaied lisks & refleded in cedit ratings sm a monetay policy
perspetive; and a summgrof efbrts o quantify poéntial cedit lisk diférentials betveen geen and
non-green assets and thaties

Global fereign Exxhange @mmittee (GF)C)

Purpose

The GFX bings bgether central banks andiyate setor paticipants in the wholesalergign
exchange maket. he GFX pomotes aobust and liquid maet. One meansybwhich it does this
is though the mainénance of the FX Globade as a set of ipiciples of good praice br maket
participants

Resere Bank irvolvement

The Reserve Bank sponsors theigtralian 6reign Exhange ©@mmittee AF>XC) B one of the
20regional commitees that compse the membership of the GEXhe Assistant Gvemor
(Rnancial Mukets) is Chair of the AEXnd the Bar@epresentatie on the GFX. Brmer Deputy
Govemor Guy Bbellé®®m as Chair of the GEXnded in Bcember 2021.

An updagd \ersion of the FX Globab@® was published in mid-2021. Since that tithe GF&X has
focused on publicising and explaining thed€ changesd industy paticipants and encouragg fims
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to renew their Statment of @mmitment  the @de. The Bankenewed its Stament of @mmitment
to the @de in Becember 2021.HE @mmittee has also continued tiscuss wlving tiends in éreign
exchange settlement methods and y&br paticipants b reduce their settlementak

Ormganisdion for Economic -operation and
Development (OECD

Purpose

The OECD is an @mational oganisation of 38ountries that pomotes policiesd impove the
economic and socialellbeing of people wrldwide. t provides adrum in which ggemments can
work together b shae expeiences and seek solutiorsthe economigsocial and gemance
challenges thg face

Resewnve Bank imolvement

On behalf of the éstralian feasuy, the Rsere Banl® Chief Bpresentatie in Eirope paticipates
in the OEC® @mmittee on ancial Mikets and the Avisoy sk Brce on the OECDo@es of
Liberalisation.

The OECD @nmittee on khancial Mukets examines a range of financial katissues and aims t
promote efficient, open, stable and sound financiaksystbased on high iels of transpancy,
confidence and irdgrity, so asa contiibute to sustainable and inclusigrowth. key focus aeas 6r the
Committee in2021/22were:envionmental social and gemance (ESG)\Jestment and climat
transition isks; the economic and financial imipaicthe war in Utaine; and the pwision of financingat
small and medium-s enermrises fom maketplace lending platims. The @mmittee also continued
to review and contibute to the OECBwork on blockhain, assebkenisation, digalisation and financial
literagy.

The OECB des of Liberalisationgmote the feedom of apss-boder capital meements and financial
sewvices h paticular the @des povide a balanced franaerk r counties pogressiely b remove
bariers b the morement of capitalwhile poviding flexibiliy to cope with situations of economic and
financial instabilit The Advisoy Task Brce meets¢ addess questions and discuss pplgsuesealaied ©
the des and examines specific measuty individual adh@nts with elevance o their obligations
under the ©des

Technical ®operation and bilaeral relations

Australia hdonesia Rirtnership for Economic Development (Rrospera)

The Bank pdicipates in the AstralianGovemment® QBsper® Bgram b build up the capagjtof
institutions inndonesia. Under thedspera Bbgram, the Bsere Bank engages with Bankdnesia on a
broad range of dtwvities undetaken by central banksh 2021/22 FResere Bank staff met with Bank
Indonesia stafftdiscuss issueslating b the digtalisation and awimation of cash management,
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accounting teatment of central bankiign exchange transaons, and lessonsdim the Rsere Ban®
digital transbrmation pogram.

Engagemett in the Suth Pacific

The Reserve Bankdsters close ties witho8th Racific counties though paticipation in high-lgel
meetings staff eghanges and the pwision of échnical assistance ass a wide range of central bamk
issues

In Norember 2021, thedRere Bank attinded the annual meeting of the@&h Racific @ntral Bank
Govemors The Gvemors discusseacent economic and financidévelopmentsand the vork under
way to jointly derelop a egional eletronic Khow-your-cusomerOeK ) faciliy to suppot the provision
of remittances sefices b the $uth Racific The Gvemors held an additional meeting in June 2622
discuss the finagéport from the seeiing commitee br the eK¥ Fojed. t was deémined that Suth
Pacific central banks will eachiguitise developing straggies br their avn national eKQ capabili. The
developmentof a egional eK¥E faciliy may be considerd as a possible &nsion of national elCY
capabilities in the futer

The Resere Bank also pvides financial suppbfor an officer of the Bank affla Nev Guinead
undertake posgraduat studies in economicfinance or computing at arustralian uniersiy. Tis
suppot is povided via the &ewe Bank of éstralia Graduatholarshipwhich was firstvearded in
1992. e most ecent scholar complet studies at the Uravsiyy of Queensland in July 202@d has
since etumed b Rapua N&v Guinea. e continuingCOVID19pandemic has dejed seleton of the
nex scholar havever, the Rsere Bank and the Bank @ff@a Nev Guinea irend  resume the
program as soon as ptézable and a aiming ér the second half of 2022.

International visitors and seondments

The QOVID19pandemic continuedd hamper inémational visitsat the Rsere Bank ttoughout the
year, but they have slavly esumed in 2022. A delegatioarfr the Bank ofdpua Nev Guinea in My
2022was the first igmational delegation @lcomed since the staof the pandemicand wo scholars
(also fom Rapua Nev Guinea) vigd the Bank under the auspices of thehAar leadership Bgram in
June
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Over2021/22 the Bank hostl secondeesdm the Bank of England anddere Bank staff eve
seconded ¢ other central banks and @mational oganisationsincluding the Bank of Englaride IMF
and the BISh&se arangements facilitata valuable &ange of sks and expdise betveen the Bank
and the boader global economic and financial pplitakng communiy. v
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Communication and Community
Engagement

The Reserve Bank is committed to being open, transparent and accountable in all its
communication. The BankOs staff across Australia work to understand community
priorities and concerns and, in turn, explain the BankOs policies and decisions. The
Bank engages with the community in a range of ways, including via a longstanding
regional and industry liaison program and a public education program. It consults
with businesses, consumer groups and payments industry participants on issues in
payments policy. The Bank communicates its policy decisions, and the context in
which these are made, through publications and speeches. The Bank participates in
parliamentary hearings and responds to public enquiries. It supports academic
research, publishes a broad range of statistics and operates a museum where
visitors can discover the history of AustraliaOs banknotes and ecdenelwpenent

Publications and speeches

The Reserve BankOs communication about its policy decisions, analysis and operations is primarily througt
publications (including media releases) and speeches. Announcements about monetary policy decisions
are made shortly after each Reserve Bank Board meeting and minutes are released two weeks later. A
media release is published following each Payments System Board meeting, outlining issues discussed at
the meeting and foreshadowing any documents to be released by the Bank.

Public appearances provide an opportunity to communicate the BankOs analysis of economic and financial
developments and how they have influenced monetary policy decisions, as well as to respond to
guestions in a public forum. During 2021/22, the Governor spoke at a number of public events to provide
an update on monetary policy and answer questions from the media and financial markets participants. In
addition, there were two media and market briefings held on the days of the Board meeting when there
was significant new information to communicate. The first was in November 2021 when, it addition to
providing an update on the economy and monetary policy, the Governor explained the Reserve Bank
BoardOs decision to discontinue the yield target and the nature of the BankOs forward guidance. Following
the May 2022 Board meeting, the Governor explained why the Board had decided to increase the cash
rate target from the emergency settings that were put in place to support the Australian economy during
the COVID-19 pandemic. In June 2022, the Governor appeared on te30B@@sm to further

explain the BoardOs decisions and the economic and financial outlook.
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As is the case for all of the Governor and Deputy GovernorOs public appearances, audio of each address
was broadcast live, including the question and answer sessions with participants, and transcripts were
published on the BankOs website.

In addition to the above, during 2021/22 the Governor, Deputy Governor and other senior staff gave

39 public speeches on various topics. The gradual lifting of restrictions in place during the pandemic saw
speeches increasingly being given in person as well as online. Senior staff also participated in public panel
discussions and a number of parliamentary hearings. There were speeches on monetary policy, the
changing economic outlook, payments and climate change. These speeches, the associated question and
answer sessions and the panel discussions were published on the BankOs website in audio and text to
facilitate transparency and accessibility.

The Reserve Bank explains its analysis through a number of regular publications:

¥ the quarterigtatement on Monetary Palicyvides information about the BankOs assessment of
current economic and financial conditions, along with the outlook for economic activity and inflation
in Australia

¥ theFinancial Stability Revipwblished semi-annually, provides a detailed assessment of the condition
of AustraliaQs financial system and potential risks to financial stability

¥ the quarterlBulletincontains analysis of a broad range of economic and financial issues, as well as
aspects of the BankOs operations; during 2021/22, 33 articles were publisiBediétithe

The Reserve Bank publishes information on its website, which continued to provide new and refreshed
content. Followers of the BankOs social media accounts on Twitter, LinkedIn, Facebook and Instagram have
grown to over 179,000, while the number of subscribers to a new email alert service is around 14,600.
Visitors to the BankOs website also made use of the RSS feeds, which provide alerts about data updates,
media releases, speeches, research papers and other publications, including those related to Freedom of
Information requests.
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Regional and industry liaison

Staff in the Reserve BankOs regional and industry liaison team B which operates from four state offices
around Australia (in Adelaide, Brisbane, Melbourne and Perth) and the BankOs Head Office in Sydney B we
together to conduct the BankOs liaison program. Liaison staff meet regularly with businesses from all
sectors of the economy, associations, governments and community organisations from across the country,
including in regional areas. Around 780 liaison meetings were conducted in 2021/22. While staff were
limited in their ability to visit contacts in person over much of the past year, engagement continued via
telephone and videoconference meetings. However, towards the end of the year, there was a return to
more face-to-face meetings; liaison staff also took the opportunity to visit a few regional centres, with
additional regional visits undertaken in the early part of 2022/23.

Timely information provided by liaison contacts helps the Bank to monitor trends in the Australian
economy, industry-specific developments and assess the effect of unusual events, such as the COVID-19
pandemic and natural disasters. This information is used in conjunction with data from official and other
sources, allowing the Bank to better understand the issues affecting businesses and the economy in
general! The timeliness of information gathered from the BankOs liaison program has been particularly
valuable during the COVID-19 pandemic, enabling the Bank quickly to assess the impact of containment
measures and other disruptions to the Australian economy prior to it being reported in official data
sources. The liaison program has also provided valuable information about the effect of the pandemic on
businesses and households and their responses, the nature and evolution of the economic recovery, and
the effectiveness of monetary and fiscal support measures. Summary de-identified messages from liaison
about the impact of the pandemic are regularly shared with the Reserve Bank Board, senior management
and other government agencies.

Broad messages from liaison inform the Reserve Bank BoardOs policy decision-making and are
communicated to the public through the BankOs regular statements and reports, as well as speeches by
senior staff. Liaison information is also regularly drawn uponBulteérand theStatement on Monetary
Policyln 2021/22, this included the availability of labour and wage-setting behaviour, supply chain
disruptions, conditions in the commercial property and construction sectors. A regular dedicated
summary of liaison messages will be included irstaeement on Monetary Pdtliayn the November

2022 publication.

Staff in the state offices play an important role in the BankOs communication with members of the public,
as they are well positioned to hold discussions with a broad cross-section of the community. In 2021/22,
state office staff gave around 10 presentations to members of the community, including at schools,
business roundtables and regional chambers of commerce. In addition, Bank employees presented
summaries of th&8tatement on Monetary Pddiog theFinancial Stability Revibwing the year to around

250 participants in the liaison program. All of these presentations were conducted virtually, enabling
contacts from both metropolitan and regional areas to attend.

As noted in the chapter on OGovernance and AccountabilityQ, the Reserve Bank Board would usually meet
in state capitals other than Sydney on a regular basis, and a dinner would be held with members of the
local community, including representatives and leaders from politics, business, the public sector, and
educational and community organisations. However, in 2021/22 no community dinners were held owing

to the containment measures and domestic travel restrictions associated with COVID-19. Planning for the

[1] See Dwyer J, K McLoughlin and A Walker (2022), OThe Reserve BankOs Liaison Program Turns 210, RBA Bulletin, September.
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Board to meet in state capitals other than Sydney is under way for 2022/23, with the first of these
meetings to be held in Hobart in November 2022.

The Reserve Bank convened its annual Small Business Finance Advisory Panel in July 2022. The Panel,
which was established in 1993, discusses issues relating to the provision of finance and the broader
economic environment for small businesses. Membership of the panel is drawn from a range of industries
across the country. The Panel provides a valuable source of information on financial and economic
conditions faced by small businesses. An article drawing on the PanelOs discussions in 2021 and other
sources of information on small business finance appeared in the Septembeuk&# and the latest

panel discussion and sources of information is covered in the Septemb&uliegé’

Consultations and public enquiries

The Reserve Bank maintains engagement with a wide variety of groups to inform its policy and
operational activities. Senior Bank staff meet regularly with representatives of various domestic and
international official agencies, business groups and financial market participants to discuss economic,
financial and industry developments.

In October 2021, the Bank published the conclusions paper from the comprehensive Review of Retail
Payments Regulation, which began in late #0TBe paper set out various policy actions decided by the
Payments System Board, which are expected to contribute to a more efficient and competitive payments
system. The Bank consulted extensively with a wide range of stakeholders throughout the Review.

The Reserve Bank held two meetings of its Payments Consultation Group in 2021/22. The Group, which
was established in 2014, is a structured mechanism for representatives of various users of the payments
system (consumers, merchants, other businesses and government agencies) to convey their views on
payments system issues as an input to the payments policy formulation process. More details on the
activities of this group are provided in te&yments System Board Annual Repart 2022

Staff from the Payments Settlements Department continued to conduct regular liaison meetings with
Reserve Bank Information and Transfer System (RITS) members and industry groups, such as the Australi
Payments Network (AusPayNet). Staff also participated in various industry forums, including AusPayNetOs
High Value Clearing System Management Committee. A senior staff member sits on the Board of
AusPayNet and another senior staff member sits on the Board of New Payments Platform Australia Limited
(NPPA), the company established to build and operate the NPP. Staff from the Payments Settlements and
Banking departments represent the Bank on NPP operating committees. Participation in these groups, and
a number of other industry forums, helps the Bank to remain well informed about developments in these
areas and contribute to innovations in the banking and payments industry.

The Reserve Bank sponsors and provides the secretariat to the Australian Foreign Exchange Committee
(AFXC). The AFXC is a member committee of the Global Foreign Exchange Committee (GFXC), of which
former Deputy Governor Guy Debelle was the Chair until December 2021. During 2021/22, the AFXC
sought to ensure the adoption of the updated FX Global Code within the Australian market and

[2] See Black S, K Lane and L Nunn (2021), ©Small Business Finance and COVID-19 BulletasReftcRiber.
[38] McCowage M and L Nunn (2022), OThe Current Climate for Small Business Fiultete(SdtBamber.

[4] RBA (2021), OReview of Retail Payments Regulation: Conclusions PaperO, October.
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contributed to further materials developed by the GFXC to promote wider adherence to the principles of
the Code (see chapter on Olnternational Financial Cooperation®).

During the year, the Reserve Bank received approximately 2,800 public enquiries on a broad range of
topics, including monetary policy, the economy, financial markets and regulation of the payments system.
Responses were provided to the majority of enquiries received by the Bank. Staff from Note Issue
Department also continued their engagement with industry and members of the public in relation to the
new banknote series (see chapter on OBanknotes0).

Research

The Reserve Bank publishes the results of longer term research conducted by staff in the form of Research
Discussion Papers (RDPs), which stimulate discussion and comment on policy-relevant issues. The views
expressed in RDPs are those of the authors and do not necessarily represent those of the Bank. During
2021/22, seven RDPs were published on a range of topics in the BankOs areas of interest, including:
Australian household liquidity and spending; limits on mortgage products; the effect of bond purchases;

the effect of corporate sentiment on investment; and extensions to the BankOs Macroeconomic Model.
Reserve Bank staff also published their research in various external journals, inclalinuathef
EconometricsheAustralian Economic Revae theEconometrics Journal

Research undertaken at the Reserve Bank is frequently presented at external conferences and seminars. Ir
2021/22, Bank staff presented both in person and virtually at a number of conferences and institutions in
Australia and overseas, including the International Association for Applied Econometrics Conference, the
Bank for International Settlements, Macquarie University, Sydney Macro Reading Group, the IFC Workshop
on Data Science in Central Banking, Boston University, the Monetary Authority of SingaporeQs Golden
Jubilee Conference and the Australian Treasury Macroeconomic Group Seminar.

The Reserve Bank hosts regular conferences to foster interaction between academics, central bankers and
other economic practitioners on topical policy issues. After a number of years of disruption owing to the
COVID-19 pandemic, conferences returned to being held in person in 2022. The BankOs annual conference
for 2022 was held in late June on the topic of OThe Causes, Challenges and Consequences of the Low
Interest Rate EnvironmentO. The annual Macroeconomic Workshop was held in May, following the
reopening of the refurbished H.C. Coombs Centre. Draft papers from the conference and workshop are
available on the BankOs website. The Bank also co-hosted a conference with the Australian Bureau of
Statistics in March.

During 2021/22, the Reserve Bank hosted a number of policymakers from domestic and overseas
institutions, such as the International Monetary Fund, the Bank of England and the Federal Reserve Bank o
New York, as well as academics from a range of universities, including the University of Maryland, Harvard,
Dartmouth, the University of Western Australia and the University of Melbourne. Due to the pandemic, the
majority of these visitors presented seminars virtually at the Bank. International presenters of note

included Lars Svensson and David Blanchflower.

The Reserve Bank sponsors economic research in areas that are closely aligned with its primary
responsibilities. This sponsorship includes financial support for conferences, workshops, data gathering,
journals and special research projects, and encompasses areas of study such as macroeconomics,
econometrics and finance.
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In 2021/22, the Bank continued its longstanding contribution towards the cost of a monthly survey of
inflation expectations undertaken by the Melbourne Institute of Applied Economic and Social Research at
the University of Melbourne. The Bank also maintained its contribution to a quarterly survey of union
inflation and wage expectations undertaken by the Australian Council of Trade Unions.

The Bank continued to contribute to funding théernational Journal of Central Bankihgse primary
objectives are to disseminate first-class, policy-relevant and applied research on central banking and to
promote communication among researchers both inside and outside central banks. The Bank also
provides financial support to the Group of 300s program of research into issues of importance to global
financial markets.

The Bank provides financial support to the Australian Research Council Centre of Excellence in Population
Ageing Research (CEPAR), based at the University of New South Wales. A senior official of the Bank sits ol
the Advisory Board of CEPAR.

The Reserve Bank makes a financial contribution to a number of conferences in economics and closely
related fields. In 2021/22, these conferences included the University of WollongongOs Labour Econometrics
Workshop, the University of New South WalesO Australasian Finance and Banking Conference, the
University of SydneyOs First Women in Macroeconomics Workshop, Murdoch UniversityOs National
Indigenous Business Summer School and the Economic Society of AustraliaOs Australian Conference of
Economists. The Bank continued its sponsorship of the Economic Society of AustraliaOs Central Council for
the third year. The three-year sponsorship helps to build and strengthen the profession and the debate on
economic issues.

In addition, in 2021/22 the Reserve Bank renewed its corporate membership of the Centre for
Independent Studies, the Committee for Economic Development of Australia, the Ethics Alliance, the
McKell Institute and the Lowy Institute for International Policy. The Bank has provided in-kind support for
the Grattan Institute by seconding a staff member to the Institute during 2021/22. The Bank is also an
associate member of the South East Asian Central Banks Research and Training Centre.

In conjunction with the Australian Prudential Regulation Authority (APRA), the Reserve Bank has continued
to sponsor the Brian Gray Scholarship Program, initiated in 2002 in memory of a former senior staff
member of the Bank and APRA. Two scholarships were awarded under this program in 2022. The cost to
the Bank of this scholarship was $15,000.

The total value of support provided for research and education in 2021/22 was $364,397.

Education

A key part of the Reserve BankOs community engagement is our relationship with students and educators,
with a dedicated team coordinating the efforts of staff across the Bank to deliver a public education
program. The main focus of the program is economics education at senior high school, although
educational activities are also undertaken for different stages of learning (both at school and university).
The program is delivered in person and online, with additional online resources developed to cater for
remote learning needs during the pandemic.

The Reserve BankOs commitment to economics education is motivated by the importance of economic
literacy in the community and our concerns about the falling size and diversity of the economics student
population. Nationally, the number of high school students studying economics in Year 12 has fallen by
around 70 per cent since the early 1990s b with fewer schools (particularly government schools) offering
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economics. There has also been a significant fall in diversity over this period, with lower participation by
females and students from schools that are culturally diverse or located in lower income areas. A similar
pattern in economics enrolments is evident at university. To help address these issues, the Bank has been
providing practical support by creating widely accessible resources that are aligned with curricula, giving
presentations to students and offering professional development opportunities to educators. We have

also been conducting research to identify how best to direct our efforts to increase engagement with
economics and diversity among its student body.

A key feature of the education program is the delivery of talks to students by the Reserve BankOs
Ambassadors b the nearly 50 Bank economists who are trained to engage directly with students. The
Ambassadors work closely with staff in the BankOs state offices, who also participate in educational talks
and help ensure they are available to students across the country. Talks are given to individual classes (in
person and online) as well as at multi-school events in the form of webinars and in-person student
conferences. The talks range from explanations of monetary policy, economic concepts and current
economic conditions through to the benefits of studying economics. In total, around 7,900 students were
reached during the year, of whom around 6,500 were high school students. Furthermore, using online
delivery, presentations were given to students across the country, with greater geographic reach than in
previous years D including to remote and regional areas.

Over the past year, the public education team expanded the school talks series to include talks for
students in middle high school that introduce them to economics (as part of their commerce studies), so
that they might choose economics in senior high school or university. These talks were accompanied by
additional resources to support teachers in their delivery of economic content to these students.

Eighteen of the BankOs core education resources were revised during the year to account for recent
changes to the way that monetary policy is implemented and the recovery of the economy from the
COVID-19 downturn. New text-based resources were also created, including an Explainer on the Non-
Accelerating Inflation Rate of Unemployment (NAIRU). Videos were prepared after each quarterly
Statement on Monetary Pdiicgrovide an accessible update on current economic conditions for students
and teachers. These videos complemented the talks given directly to students on this topic.

In terms of advocacy of economics, a six-part Explore Economics video series was produced to provide
role models for students at both high school and university. Bank Ambassadors discussed the Obig ideas®
economics, the benefits of studying economics and their own study and career paths. The videos were
used by educators to assist students with subject selection and career planning.
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This past year saw the return of large-scale careers fairs, after a hiatus for much of the past two years
because of the pandemic. As a result, in 2021/22 Reserve Bank staff participated in events attended by
nearly 40,000 students. This provided an important opportunity for a large audience to gain exposure to
economics and the Bank. Importantly, it allowed direct face-to-face engagement with students, with over
1,000 substantive discussions conducted with individual students about their subject and career choices.
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The Reserve Bank continued to support educators through professional development activities. We

hosted an online version of the Teacher Immersion Event, which included addresses by the Governor and
Assistant Governor (Economic), presentations by Bank staff on core economic topics, practical sessions on
how Bank content could be delivered in the classroom and a Q&A session with the Deputy Governor.
Teachers from across the country attended b including, for the first time, teachers from as far afield as
Broome in Western Australia and Charters Towers in Queensland. The Bank also continued its Topical Talk
series, in which educators attend a lecture given by a senior Bank staff member on a topical economic
issue relevant to Year 12 and undergraduate students. Key sessions of Bank-hosted professional develop-
ment activities were filmed and made available on the BankOs website for a wider audience. In addition,
Bank staff presented at various professional development events hosted by peak teaching bodies and
other education service providers.

Further research was undertaken to guide the strategic direction of the public education program and
evaluate its effectiveness. In particular, a randomised control trial was conducted of around 2,000 high
school students to evaluate formally the effectiveness of the BankOs school talks. This research identified
that the talks improved both perceived and actual understanding of key economic concepts, and

increased the confidence of students, including those who are less socially advantaged. The results were
published in the December 2021 issue ofBhdeti¥ Drawing on data from the same trial, another piece

of research explored differences between a studentOs perceived and observed proficiency in economics,
finding that a significant Oconfidence gapO existed for female students. This research was published in the
March 2022 issue of tBailletinwith the author invited to present at a number of external eleints.

addition, there were ongoing surveys of teachers who participated in the BankOs education activities to

[5] Rickards P (2021), ODo RBA Talks Improve Student OutcoBisti Ramber.
[6] TanJ (2022), OExploring the Confidence GanfieRBMarch.
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collect data for further research and program evaluation, as well as to identify their requirements for
additional support.

The Educators Advisory Panel B which comprises external education experts who advise on the strategic
direction of the BankOs public education program B met twice virtually during the year to review the
education programOs progress, with a particular focus on the lessons of the pandemic for future needs of
students and educators.

Museum

The Reserve BankOs Museum houses a permanent collection of artefacts and hosts periodic exhibitions. Ir
the permanent collection, visitors can view the various types of money used in Australia before Federation
through to the current innovative series of Next Generation Banknotes (NGB). Visitors can trace the
evolution of the nationOs identity as expressed through its banknotes. They can also see the artwork used
in banknote design, learn about how banknotes are made and discover their security features.

However, the Museum was closed for most of the past year because of the pandemic and construction
work elsewhere in the building, which impeded access. Consequently, there was a shift to sharing its
collections virtually, with new online exhibitions added to the Museum website along with a subscriber
service and Museum newsletter. To enhance usersO engagement with the NGB series, an immersive audio
experience B OMicroprintingd B was developed in which the microprint on each banknote was recited, with
an accompanying soundscape, bringing its story t8! M¢hile most readings were done by Museum staff,

the audio format provided an opportunity to connect past and present histories through the voices of

family members. The grandniece of David Unaipon read the microprint of the $50 banknote (on which he

is represented), and the grandson of Sir John Monash read the microprint on the $100 banknote (on

which he is represented).

Another online exhibition B OFirst Nations Peoples and Australian Banknotes® b was devoted to the
representation of First Nations peoples and culture on Australian baritibtieeumented the

transition from the depiction of First Nations peoples and culture as generic types towards awareness of
their independent identities and histories. The exhibition addressed the issue of representation through
the lens of banknotes B something most Australians use or see B to make a unique contribution to a
neglected subject.

[71 RBA Museum, OMicroprinting®.

[8] RBA Museum, OFirst Nations Peoples and Australian BanknotesO.
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Additionally, a new feature on the representation of Queen Elizabeth Il on AustraliaDs banknotes was
released on the occasion of the monarchOs platinum fliBe€ueen Elizabeth Il has been represented
on each Australian banknote series issued during her reign, the exhibition highlighted the threads of

continuity as well as progressive change that have characterised the evolution of the nationOs banknote
designs.

[9] RBA Museum, OQueen Elizabeth 110.
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As well as adding online exhibitions, Museum staff conducted virtual school holiday activities in which
younger students designed their own banknotes. The exercise introduced students to aspects of
Australian history and financial literacy, to ensure they could understand the key features of the money
they handle.
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Archives

The Reserve Bank has a unique and rich archives collection. In addition to records about the BankOs own
operations, the archives contain records about AustraliaOs economic, financial and social history over nearl
200 years. The records predate the central bank as it is known today because the Reserve Bank had its
origins in the original Commonwealth Bank of Australia, which had a central banking function and had
absorbed other banks with a colonial history.

The Bank has been digitising its archival records and progressively releasing them to the public through
our digital archive ® Unreser¥@dJnreserved enables users independently to research and download

digital versions of archival records, learn about the nature and scope of the BankOs archival collection, and
lodge requests for information or assistance from the archivists. Since the launch of Unreserved in March
2021, there have been over 37,000 views of individual records or volumes of records via this platform.

Two additional releases of digitised archival records occurred during the past year, including records
about:

¥ Reserve Bank Governors and senior pefsenredords of the early Governors and executives, most of
which are from 1912D1948 and capture their responsibilities during world wars, the Great Depression
and the 1918 pandemic.

¥ Research DepartméFtie early economic analysis conducted by the central bank over the period
191181970, including records that form the basis of todayOs Board papers and economic statements.
Importantly, among these records is an unpublished book by Leslie Melville, the central bankOs first
economist.

¥ Reserve Bank prem@esuments and photos relating to the purchase, construction and
management of Reserve Bank buildings between 1912 and 1959. The photographic records also

[10] RBA, OUnreservedO.
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capture the development of the built environment in Australian towns and cities, as banking branches
became more prominent and widespread

Along with the records, the Bank published guides that provided researchers with information about the
content of the series released, their historic context and an explanation of their significance. To showcase
the value of the archival recordgdletirarticle explored the remarkable contribution of the Reserve
BankOs first economist to economics and public policymaking in Australia and‘abroad.

While the pandemic has required the closure of the Reserve BankOs Archives repository and public researc
room, the archivists were able to support most requests for information remotely by accessing digital
versions of records that were then shared with researchers using the BankOs secure external collaboration
tool, RBA Box. They dealt with nearly 200 requests on a diverse range of topics, including family history,
banknotes, sterling balances, colonial banking ledgers and images of Bank branches in the early 20th
century. The archivists also continued to support the BankOs Historian, Associate Professor Selwyn Cornisl
of the Australian National University, who is at an advanced stage of documenting the 197592000 period
of the Reserve BankOs official history.

Charitable activities

During 2021/22, the Reserve Bank made its 20th annual contribution of $50,000 to the Financial Markets
Foundation for Children, which is chaired by the Governor. In September 2022, the will Governor deliver

his sixth address to the Anika Foundation®s annual event to raise funds to support research into adolescen
depression and suicide. This will be the 17th such event supported by the Bank.

The Reserve Bank supports several staff-led charitable initiatives, key among which involves dollar-
matching staff payroll deductions (totalling $150,319 in 2021/22) organised by the Reserve Bank

[11] See Cornish S (2021), OThe Central BankOs First EcoBaitesitth &nber.
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Benevolent Fund. The Fund supports a set of 15 recognised charities working in the areas of welfare,
education, mental health, iliness, disability, international medical aid and animal protection. The Bank also
facilitates staff salary sacrificing under a Workplace Giving Program. Other staff-led initiatives over the year

included:
¥ The Bank matched staff donations for the Benevolent FundOs Christmas appeal for Foodbank Australia

and Barnardos Australia.
¥ In lieu of the staffOs ChildrenOs Christmas Party, the Bank made a donation to The Salvation Army in

December 2021.
¥ Following the devastating impact of floods in New South Wales and Queensland, Bank staff raised
$6,600 for the Australian Red Cross B Queensland and NSW Floods Appeal in a fundraising initiative

organised by the Benevolent Fund.
¥ Reserve Bank staff participated in two volunteering activities in 2021/22 with Foodbank NSW & ACT

and Foodbank Victoria.
The Reserve BankOs contributions under these initiatives and other modest one-off donations in

2021/22 totalled $232,603y
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Management of the Reserve Bank

This chapter outlines the management structure of the Reserve Bank and describes
the BankOs approach to managing its finances, technology, data and facilities. The
Bank is committed to discharging its policy and operational responsibilities in an
efficient manner and invests in its people, technology, data, facilities and related
capabilities essential for the Bank to achieve its strategic objectives. Subsequent
chapters provide further information on the BankOs people, risk management and
earnings.

Management structure

Under theReserve Bank Act 185 Bank is managed by the Governor, with the support of two key
management committees b the Executive Committee and the Risk Management Committee.

The Executive Committee is the key management committee of the Reserve Bank for matters of strategic
or Bank-wide significance, including delivery of the BankOs strategic focus areas (see chapter on OOur Rol
Its role is to support the Governor in managing the Bank. The Committee, which is chaired by the

Governor and includes the Deputy Governor and the Assistant Governors, meets weekly. Other senior
executives attend meetings of the Committee when required to provide specialist advice.

The Risk Management Committee has responsibility for ensuring that operational and financial risks are
identified, assessed and properly managed across the Reserve Bank in accordance with its Risk
Management Policy. It is chaired by the Deputy Governor and comprises senior executives drawn mainly
from the operational areas of the Bank. The Risk Management Committee met regularly during

2021/22 and kept the Executive Committee and the Reserve Bank Board Audit Committee informed of its
activities. Details of the BankOs risk management framework are provided in the chapter on ORisk
ManagementO.

The Executive Accountability Framework (EAF) supports the BankOs high standards of executive
accountability. The EAF outlines where accountability lies within the executive team for the BankOs
functions and operations. It complements the BankOs broader governance framework, which is set out in
legislation, charters of board subcommittees and Bank committees, and Bank policies. The EAF is available
on the BankOs website.

Financial management

The Reserve Bank seeks to ensure its policy and operational objectives are met, while managing its
spending and staffing levels. The BankOs budget is a key component of this accountability, covering the
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BankOs resourcing and expenditure plans for the coming year. The Executive Committee supports the
Governor in overseeing the BankOs budget.

The Reserve Bank has an Investment Committee, chaired by the Deputy Governor, to oversee the BankOs
project portfolio. Its primary role is to support the Governor and the Executive Committee to prioritise
spending to deliver outcomes consistent with the BankOs strategic objectives. The Investment Committee
is supported by a project governance framework, which includes review and approval of business cases
for proposed initiatives. Senior executive accountability is established via project steering committees.
Projects report at least quarterly to the Executive Committee on their status, including the management of
project-related risks.

Assistant Governors and Department Heads are responsible for managing expenditure within approved
budgets. Support is provided by the Reserve BankOs Finance Department, which provides the Executive
Committee with regular forward-looking updates to allow it to make timely decisions about priorities.
Financial management is also supported by the BankOs expenditure and payment approval policy and its
associated processes, which ensures appropriate oversight of expenditure and payments to the BankOs
various suppliers of goods and services. Material spending commitments are approved by executive staff.

The Reserve Bank is a corporate Commonwealth entity Oprescribed® under secti®uBiicof the
Governance, Performance and Accountability Rusnédd4herefore required to apply the

Commonwealth Procurement Rules (CPRs) when performing duties relating to certain procurements with
an expected value exceeding $400,000 for non-construction services and $7.5 million for construction
services. The CPRs require public reporting of certain activities on the CommonwealthOs AusTender
website. For the reporting period, the Bank notified the award of 25 contracts and 8 procurement
opportunities for utilities, construction, and IT hardware, software and services. For other procurements,
the Bank follows the principles contained in the CPRs. The broad objective is to ensure that goods and
services are procured by the Bank in an efficient and economical manner and that effective process
accountability and probity applies.

The Reserve BankOs costs arise from fulfilling its responsibilities and from investment that supports the
delivery of the BankOs strategic objectives. Where appropriate, the Bank seeks to recoup operating costs
associated with its operational responsibilities through fees and charges. This includes from the use of
payment systems run by the Bank (such as the Reserve Bank Information and Transfer System and the Fas
Settlement Service), and from transactional banking services provided to clients. The Bank also earned fee
income of $227.6 million in 2021/22 from the provision of the Committed Liquidity Facility to eligible
authorised deposit-taking institutions. Operating costs associated with the production, issuance and
management of AustraliaOs banknotes are indirectly funded by net interest income. This arises because
holders of Obanknotes on issued are not paid interest, while the Bank earns interest on the assets it holds,
albeit at low rates. Further details on these services are provided in the chapters on OBanking and Paymen
ServicesO, OBanknotes® and OOperations in Financial MarketsO.

Operating costs

The Reserve BankOs general operating costs were $429.8 million in 2021/22, a 4.2 per cent increase on thi
previous year. Staff costs D the largest component of the BankOs general operating costs B increased by
5.7 per cent and reflected, on average, higher employee numbers during the year supporting the BankOs
data, technology and change initiatives, and from salary increases stipulated in the Reserve BankOs
Workplace Agreement. Ensuring that staff levels remain appropriate to support the BankOs operations and
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delivery of our strategic priorities has been a key management focus. Operating expenditure on projects
was higher in 2021/22, including commencement of the upgrade of the Reserve BankOs Head Office, and
data and technology initiatives in support of the BankOs strategic focus areas.

General Operating Costs (@)

$ million
2017/18 2018/19 2019/20 2020/21 2021/22

Staff costs 223.6 227.9 2441 244.5 258.4
Technology costs 31.2 34.8 41.0 42.4 44.6
Premises costs 25.0 24.8 26.5 28.8 29.1
Other costs 28.6 29.5 295 34.4 33.1
General operating costs (excl. depreciation) 308.4 317.0 341.1 350.1 365.3
Depreciation 51.7 56.2 64.9 62.6 64.5
General operating costs 360.1 373.2 406.0 412.7 429.8

b Of which: Cost of projects 35.1 23.2 20.1 30.3 37.1
General operating costs by functi®n

b Policy 80.9 82.6 89.7 89.7 90.2

b Business Services 95.8 100.1 100.9 90.8 87.6

D Executive and Corporate Support 183.4 190.5 215.4 232.2 252.0

(a) Excluding NPA and banknote management expenses, and costs directly linked with transaction-based revenue. Some prior period costs
have been reclassified to align with the current basis of presentation.

(b) Costs by function shown above are on a direct rather than an allocated cost basis.
Source: RBA

Capital expenditure reflects the program of investment aimed at maintaining the value of the Reserve
BankOs buildings and technology assets and supporting the delivery of new capabilities and services.
Significant capital expenditure in 2021/22 was for the commencement of major works to upgrade the
BankOs Head Office in Sydney and completion of an upgrade of the BankOs H.C. Coombs Centre training
facility in Kirribilli (see below under OFacilitiesO) and projects to further strengthen the resilience of
technology services (see below under O Technology®). Capital expenditure is expected to rise in the cominy
year in view of the significant ongoing program to upgrade the BankOs Head Office and a refresh of
technology infrastructure, including that supporting the Fast Settlement Service.

Capital Expenditure (@)

$ million
2017/18 2018/19 2019/20 2020/21 2021/22
Capital Costs 45.7 36.5 43.6 62.0 49.3
B Of which: Cost of major projétts 39.5 31.7 19.0 44.1 29.2

(a) Excluding NPA.
(b) Projects on the Enterprise Master Schedule.
Source: RBA

The Reserve Bank engages consultants from time to time where it lacks specialist expertise or if
independent research, review or assessment is required. Spending on consultancies decreased a little in
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2021/22 and has been broadly stable over the past three financial years. In 2021/22, contributions to the
Digital Finance Cooperative Research Centre to explore use cases for central bank digital currencies
accounted for most of this expenditure. The next largest expenditure was a consultancy with UNSWOs
SMaRTCentre to help implement its technology for recycling waste materials from the BankOs Head Office
refurbishment, including glass, textiles and concrete into new products that will be used in the
refurbishment.

Spending on Consultancies (@)

$

Financial year Spend
2011/12 535,000
2012/13 1,190,000
2013/14 387,000
2014/15 773,000
2015/16 622,520
2016/17 987,388
2017/18 596,157
2018/19 1,113,425
2019/20 485,896
2020/21 613,823
2021/22 599,759
(a) Sum of individual consultancies that cost $10,000 or more.

Source: RBA

Technology

Information Technology (IT) systems and infrastructure play a key role in the BankOs ongoing operations
and account for a significant proportion of the BankOs strategic investments. The BankOs technology
environment comprises approximately 450 software applications, two highly available data centres and a
highly resilient network infrastructure across multiple Bank sites.

A key focus in 2021/22 was the provision of technology services to support the BankOs response to the
pandemic, including processing increased welfare and stimulus payments on behalf of the government
and implementation of the Reserve Bank Board®s monetary policy decisions.

Further improvements to the technology supporting hybrid working arrangements have also been
implemented. Availability targets for critical business services were largely achieved, and business and
technology continuity exercises were successfully conducted in November 2021 and March 2022 to
validate system resiliency.

Major technology-related projects completed in 2021/22 included: the establishment of a modern data
bunker facility; improved technology to promote greater collaboration and enhance the employee
experience as part of the modernisation of the H.C. Coombs Centre for Financial Studies; the upgrade of
key external publishing infrastructure supporting the financial markets services; and strengthening of our
network-access controls.
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Cybersecurity remains a key focus for the Reserve Bank, with continued investment in ensuring the
security of the BankOs systems and information. This includes ongoing threat monitoring and detection of
emerging security vulnerabilities to inform continuous security improvements, regular penetration testing

of the BankOs systems and processes, and strong security governance over new technology solutions that
are introduced into the BankOs IT environment. This is supported by a program of activities to build
cybersecurity awareness among all Bank staff, and active intelligence-sharing within the financial services,
government and central banking communities.

The Reserve Bank continues to pursue strategies to drive the efficiency, stability and resilience of its IT
assets, including: automation of patching and release management; and utilising cloud computing and
managed services where appropriate. The Bank has introduced a technology skills certification program to
ensure staff working on highly available systems maintain the knowledge and experience required to do
so, while also focusing on future skills needed to support the BankOs services. The past year also saw
significant focus on activities to attract and retain high-quality staff to deliver IT services amid a tightening
labour market.

The Reserve Bank operates an Innovation Lab to identify and evaluate the implications of emerging
technologies and business trends relevant to both its charter obligations and its operations. In 2021/22,
key innovation lab engagements included supporting the development of a potential electronic Know
Your Customer (eKYC) model for the South Pacific region, supporting industry consultation and
exploration of innovative solutions for the BankOs Cash-in-Transit (CIT) work, and establishment of an
Innovation Academy to continue to grow the BankOs innovation capability.

Data

Harnessing the power of data is a strategic focus area for the Reserve Bank. The Enterprise Data Office
(EDO) is responsible for the management and governance of the BankOs data as an asset in an external
environment that is complex, data rich and rapidly changing. In 2021, the Bank appointed its first Chief
Data Officer to lead the EDO and have the overall responsibility for growing technology, process and
people capabilities for working with data.

A key focus over the course of 2021/22 was to continue the refresh of the BankOs strategic data platforms
and the migration and consolidation of important data onto these platforms. This has been accompanied
by an ongoing enterprise-wide training initiative to uplift and maintain the staffOs proficiency with modern
data analytics technologies and tools.

Following the consolidation of common data management and reporting activities in the EDO, work is
under way to standardise, automate and industrialise these activities. Additionally, a Data Science Hub is
now operational and using modern technology and techniques from machine learning and elsewhere to
delivery policy and operational projects to support the BankOs functions.

These initiatives seek to reduce data-related risks, optimise data management activities to improve
employee productivity and engagement, and enhance analytical outcomes through the use of modern
data tools and methods, thereby harnessing the power of data.

Facilities
The Reserve Bank owns premises in locations where there is a business need to do so. The BankOs faciliti
include: the Head Office in Sydney; the H.C. Coombs Centre for Financial Studies in Kirribilli, Sydney; an
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office building in Canberra,; facilities for the printing, processing, storage and distribution of banknotes at
Craigieburn, north of Melbourne; and a Business Resumption Site in north-west Sydney. In addition to the
buildings it owns, the Bank leases office space in Adelaide, Brisbane, Melbourne, Perth, Beijing, London an
New York for staff based in these locations. Valuations are undertaken every second year. As at 30 June
2021, the value of the BankOs domestic property assets was estimated at $556 million. The next valuation
will be undertaken by 30 June 2023.

Office space in the Reserve BankOs properties that is not required for the BankOs own business purposes |
leased to external tenants. Net income from these leases amounted to $5.9 million in 2021/22.

During the year in review, the Reserve Bank commenced a large-scale renovation of the BankOs Head Offi
building and completed a major renovation of the H.C. Coombs Centre in Kirribilli. The renovations to the
H.C. Coombs Centre have modernised the facility, which was built in 1984, and also expanded its capacity.
The renovation of the Head Office building commenced in April 2022 after an extensive design phase and
a competitive tender for a Head Building Contractor. These works will upgrade base building infrastructure
that is at end-of-life and will ensure a safe, efficient and effective workplace to meet the long-term needs

of the Bank, while preserving heritage features.

Works to increase the BankOs data centre infrastructure efficiency and capacity were also completed durin
2021/22. Other improvements to the BankOs physical security infrastructure are under way across several
sites as part of a periodic program to replace assets that are at end-of-life and no longer fit for purpose.

Ecologically sustainable development and environmental
performance

The Reserve Bank is committed to improving the environmental performance of its operations. The Bank
has developed policies and practices that are consistent with the principles of ecologically sustainable
development (ESD) as set out in Bmvironment Protection and Biodiversity Conservation. A¢tek@99

policies and practices serve to minimise the impact of the BankOs activities on the environment by:
increasing the use of renewable energy sources; undertaking continuous environmental improvement
through more efficient energy utilisation and management of waste streams; and incorporating
sustainability and environmental aspects in the BankOs building designs and operations. The ESD principle
are captured in the BankOs Environmental Stat&ment.

Key waste management activities in this period included:

¥ initiatives to maximise the level of recycling, refurbishment and reuse of materials, furniture and
equipment in the refurbishment of the BankOs Head Office building

¥ diversion of 1,258 tonnes of construction waste from landfill as a result of building waste disposal
practices

¥ continued improvement in waste separation processes, including the introduction of a separate
organics waste stream, increasing the BankOs diversion of waste from landfill

¥ ongoing reductions in single-use plastics, including use of alternatives to plastics for disposable cutlery
and elimination of 30,000 plastic bin liners annually from landfill.

[1] See RBA (2019), OEnvironmental StatementO, December.
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Initiatives to improve the performance of the infrastructure of the Reserve BankOs buildings and reduce
carbon emissions in 2021/22 include:

¥ increasing the energy efficiency of the BankOs data centres by installing new, more energy-efficient
electrical services, air-conditioning equipment and cold-air containment units; new monitoring
systems were also installed to track and manage energy usage more effectively

¥ incorporating sustainable building solutions into the design and construction of the Head Office
building and H.C. Coombs Centre, including rooftop solar panels, improved insulation, increased fresh
air ventilation and rainwater harvesting; the designs also include improved sub-metering to manage
electricity consumption more efficiently

¥ installing new energy-efficient cooling towers and chillers for the Craigieburn site, including
elimination of ozone-depleting refrigerants and enhancements for the operational performance of the
chilled water system

¥ improving humidity control for the Craigieburn site, with more efficient usage of electricity and water

¥ continued implementation of LED lighting across all Bank sites, replacing non-LED lighting to achieve
improved environmental performance and reducing electricity consumption.

Electricity consumption at Bank-operated sites decreased by 5 per cent in 2021/22, compared with the
preceding year. Operation of the solar panels at the BankOs Business Resumption Site delivered reductions
in carbon emissions of 70.4 tonnes in 2021/22, equivalent to 6,652 trees. Gas consumption in 2021/22 was
1 per cent lower compared with the previous year, while water consumption in 2021/22 was 17 per cent
lower. The reductions in electricity and water consumption are predominantly associated with improved
efficiencies at the Craigieburn site as a result of the installation of more efficient cooling and

humidification systemse
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Our Feople

The Resere Bank seeks attrad, develop and etain high-qualiy people with the
technical sis and capabilitie® tachiere the Ban® straggic objedives and
behaviours that a consisént with the Ban® values

Our values

The Resere Ban® values arset out in the Bagk®de of @ndud. These values ardesigied © shape
the Ban® cultue and guideexpedationsand standais apund workplace behsiour and pofessional
condud. The Ban® values aras dllows.

1. Romotion of the public irterest

We seve the public inérest. V& ensue that our effrts ae diected to this objetive, and noto sewring
our own interests or the irdrests of ap other person ormgup.

2. Exellence

We stive or technical and mfessional ecellence

3. htelligent inquiry

We think caefully about the wrk we do and hav we undetake it. ¢ encourage debat ask questions
and speak up wheneavhare concens

4. htegrity

We ae honest in our dealings with others within and outside the .Bé#nke open and clear in our
dealings with our colleague¥é tale appopriate adion if we ae avare of others who arnot aging

propetly.

5. Resped

We treat one another withesped and coutesy We value one anoth&viavs and contibutions
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2021/22workforce profile

In June 2022, theeBere BankeXcluding Noe Rinting Australia Liméd) had 1,428mployees Wth
7.8percent of emplgees vorking pat time, the Ban® workforce compised 1,398ull-time equivalent
(FTE) empi@es Duing the year, the Bank hed 285employees slightly moe than half of whom ere
recruied on shot-temrm contrads, mostly 6 undetake piojeds.

1,200

RBA Employee Numbers*
As at 30 June
NO| M Core Policy no
[ Business Services

M Corporate Support (excl. IT)
miT

1,200

800 800

400

400

0

0
2010 2012 2014 2016 2018 2020 2022

*

Excludes NPA.
Source: RBA

Employees of the Reserve Bank (2

30June 2021 30 June 2022
Male Female Male Female
Rull Part Rull Part Rull Part Rull Part
Location time time Total time time Total Total time time Total time time Total Total
Australia
Head Gfice, Sdney 689 21 710 437 80 5171,227 722 14 736 463 86 5491,285
H.C. 6Gombs @ntre for 2 0 2 0 O 0 2 2 0 2 0 o0 0 2

Hnancial Studiesydney
Businessésumption S&, 26 0 26 11 1 12 38 22 0 22 11 1 12 34

Sydney

Note-printing faciliyand 22 1 23 39 8 47 70 21 1 22 32 5 37 59
National Bantote Sig,

Craigebum
Canbera Branch, 4 0 4 6 1 7 11 5 0 5 8 1 9 14
Canbera
Mctorian Cfice 2 0 2 0 2 2 4 3 0 3 0 1 1 4
Melboume
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30June 2021 30 June 2022
Male Female Male Female
Rull Part Full Part Full Part Full Part
Location time time Total time time Total Total time time Total time time Total Total
Queensland @ice 0 0 0 0 3 3 3 1 0 1 1 2 3 4
Biisbane
South Australian @ice, 1 0 1 2 0 2 3 2 0 2 2 0 2 4
Adelaide

Wesem Australian @fice 1 0 1 2 0 2 3 1 0 1 2 0 2 3
Perth

Overseas

New York Representatie 4 0 4 5 0 5 9 5 0 5 4 0 4 9
Office, Nav York

Eiuropean Rpresentatie 5 0 5 2 1 3 8 6 0 6 1 1 2 8
Office london

China Rpresentatie 0 O 0o 2 0 2 2 0 O 0o 2 0 2 2
Office Beijing

Total 756 22 778 506 96 6021,380 790 15 805 526 97 6231,428
(a) Exludes NR.

Source: RBA

The Resere Bank is commét to achieving gender equit at all Igels including in management
positions The Ban® curent objedive for the shag of women in managemenbies isd reach
40percent by 2023. Our longeeim objedive continuesa be achiging equal epresentation of wmen
in management positiond achieve this a ley focus is equit in ecruitment and seléon, succession
planning anddevelopmentopportunities

As at June 2022,0men accoungd br 43.6ercent of the Bar® emplyees compaed with the
Australia-wide sharofemploymentof 47percent. A at June 2022, 358r cent of management
positions vere held ty women and éur of the seen positions on the BaBkErcutive @mmittee were
held by women.

Duiing 2021/22 42.2%ercent of all ppmotions vent to women. @ the 57employees pomoted to
management positions36.8ercent were women.
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Women at the RBA

Per cent of total, as at 30 June
% %

Employees

T

Management
20 20

0 ! ! ! ! ! ! ! ! ! ! ! ! 0
2010 2012 2014 2016 2018 2020 2022

*

Per cent of total employees and per cent of total managers.
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Promotions to Management Positions
Per cent of all promotions by gender, as at 30 June
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Source: RBA

Recruitment and dewelopment

The abiliy to attra¢ and etain high-qualy staff is essential the Rsewe Bank achigng its stratgic
objedives ky to this is maintaining the Bank as an erygn@f choice and establishingmsty
recruitment pratices and pscesses based on theipeiples of transpancy, non-disdmination and
merit.

The tight labour maet in2021/22increased the challenge in atttary talent b cetain oles at the
Resewe Bankh responsethe Bank deeloped a talent attrdion campaig that commenced in July 2022.
The main theme of thedRere Banl® Emplger \alue RPoposition is that, ypworking for the Banka
prospedive emplo/ee can do mae or Australia while achigng moe or themseles The Bank has also
streamlined its pycessesolr recruitment b reduce the time taén o fill vacantales

The Resere Bank encourages empées continuallyat develop their skis The Ban® flagship training
programs ae the htemship and GraduatDevelopmentPrograms The eightweek htemship Pogram
provides high-peiorming uniwersity students with wrk expeience and training tloiugh the completion
of an appliedeseach pojed. Fom the 33Capplicationsdr entry into the 2022rogram, 24laces vere
offered. The wo-year Gradu&DevelopmentProgram povides strutured developmentopportunities
through a balance of on-th@b training otations betveen ley depatments and complementgr
developmentadivities Fom the 1,37@pplicationseceived, 39graduaes statred the pogram in 2022,
compaed with 24graduats a gar edier. The Graduat DevelopmentProgram has seeral steams and is
open b graduaes fom a wide range of bagkounds including economigdinanceaudit and LT

The Resere Bank also prides financial suppbto employees 6ér full-time and partime study in
disciplineselated o their work and of ingrest, value andetevance o the BankDuing 2021/22 the Bank
provided supporto 24employees b undetake pat-time study and mvided suppotto 17employees
to undetake full-time poggraduat study at uniersities in Astralia and eerseas
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Rotations and seondments

Within the Rsere Banklatral cager otation oppotunities ae ofered t employees o provide
exposue to diferent business aas suppot new sklls and kowledgedevelopment, encourage
retention and s&ngthen succession pipelines

In pattnership with other Astralian and immational institutionssecondment oppdunities ae ofered

to Resere Bank emplgees b shae subjet matter expetise and best prdice, bioaden their expéence
and assist with thdevelopmentof their capabilitiesDuing 2021/22 shot-term secondmentsd other
govemmentagencies in Bstralia continuedincluding ¢ the Aistralian Rudential Rgulation Aithority,

the Australian 8cuities andrivestments @mmission and the dstralian leasuy. A Rsere Bank staff
member was also secondealthe Grattannistitute. £condments ¢ intemational institutions ere
disrupted by COVID19, but begand incease in the second half2021/22 These included secondments
to the Bankdr htemational 8ttlements the htemational Mnetaly Frund and the Bank of England

Employee engagemen

Employee EngagemenSuiey

In Norember 2021, thedRere Bank undéook its fith biennial eneprisewide emplgyee engagement
suney. Overal] 84percent of staffeported that they ae sustainably engagedhich is slightly impved
from the pevious suvey in 2019. e results of this suey shaved impovement acoss the Bar@bcus
areas including carerdevelopmentopportunities iisk appeti¢ and cultue. Additionally staffemain
strongly aligied © the Ban® mission of seing the Aistralian people

The surey also shaved that staffewards, ietention and verk pressues raed lowver than pevious ars
To addess these conces, the Egcutive @mmittee sought fuher edback om staff and aged on
adions b manage wrkload Actions talen include pioritisation of ergmprisewide pojeds, encouragng
staff b review processesdr efficieng, and ative management of porities and wrkloads ly
management.

Hybrid working

The Reserve Bank has successfully transitiomed tybrid working arangement, which enables stadf t
work pioductively fom the Ban® physical séés or emotely whee it is pratical or necessgirto do so
These armngements continueotprotect the Ban® citical fundions as wll as ensiera saf and healti
workplace

Duiing 2021/22 the majoity of the Ban® emplgees vere again abled perform their duties i working
remotely duing peiods ofgovemment-mandatd estictions on maement, with minimal disruptiorot
day-to-day operationsBy eaty 2022, the majiay of Bank staffere working at a Bank sitat least some of
the time

The Bank has deloped a set ofybrid work piinciples ér staff The aim isd optimise the benefits of
working remotely and comingdgether in person with an emphasis e@arwork, collaboration, leaing
and inclusieness These benefits aligwith the Ban® straégy  attrat¢ and maintain a high-quait
innovative workforce. © achieve this staff & stongly encourageda spend at least half their time
working flom a Bank st
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Diversity and inclusion

The Resere Ban® Diersily and hclusion ®uncil meets quaerly and is chaid by the Deputy Govemor.
The @uncil compises the Head of Humae$duces and the sponsors and chairs of the Eyeplo
Resouce Goups (EBs), whicholcus on the aas of Accessibilig; Gender Huity; Frst Nations;&Bl|
+Allies; and &e and Qltural Identiy. Rarticipation in the EBs is eluntary and wer 200employees ag
members or assocemembers of themups

The Bani® Diersily and hclusion Stratgy was launched dimg 2020/21 with a commitmentd building
a moe diwerse and inclusévcultue, whee all emplgees ae treated with esped throughout their
carers The Diersity and hclusion Stragy is @erseen ly the Egcutive @mmittee, in consultation with
the Diwersiy and hclusion ©uncil which isesponsibledr monibring thedevelopmentand
implementation of digrsity and inclusion initiatag policies and praices The key focus agas of the
straegy ae:

¥ reinforcing leadership commitmenbtinclusion, wher all leaders shovisible authentic
commitment D inclusion and consesttly ole model inclusi behaviours

¥ building an inclusi cultue, wheeby our people a empaowvered to contibute to and delier on the
Banl® mission and dre results though challening the status quoefédive collaboration and open
communication

¥ reviewing and updating emplgee liecycle pocessesso that digrsiyy and inclusion is consiaer and
built into key processesfiom recruitment b talentdevelopmentand pomotion.

The Resere Ban® hnovate Reconciliation Ation Ran was launched inuyust 202Gnd we ae close ®
completing the equired adions The Ran establishes the Ba@kisiondr meanindul engagement with
Aboriginal and @rres Strait Islander peoples in amlefas Astrali® central bankecognising and
respeding the contibution of Aistrali® Frst Nations people® tour social and economicquress The
Plan is undeginned by our commitmenta reconciliation though engagng with and ivolving
Aboiiginal and ®rres Strait Islander peoples in the Eawrk. I is consisint with our objetives of
having a dierse and inclusimorkplace and contibuting to the economic prspeity and velfae of the
people of Aistralia. ie hnovate Reconciliation Rn has thee main écus ageas:

1. Incease aareness anéspecb raisewareness among our staff of Ailgnal and @rres Strait Islander
cultures in a we that futhers econciliation betveen Aboiginal and @rres Strait Islander peoples and
other Australians

2. Build elationship® vork with Aboiginal and ®rres Strait Islander peopleg diraving on the Ban®
unique position asustrali® central bank and theilland expeise of its staff

3. Povide oppdunitiesb position the Bank aseapedful employer of Aboiginal and drres Strait
Islander peoples

The Bank héd a kst Nations andhtlusion managerotsuppot and dive the hnovate Reconciliation
Action Han initiaties

The Bank continuestpatner with My Gateway, an appenticeship and traineeship supparganisation.
Three trainees &m the 202Xkcohoit graduaed with a @ttificate Il in Businegglministration with two
transitioning ¢ a second irgmship poviding them with a deeper exgence of verking at the Bank and
the oppottunity to complee the @rtificate 1V in Businegglministration
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Work health and safty, mompensaion and rehabilitation

The Resere Bank is commétl to maintaining and immving the safty, health and wilbeing of its
employees The Resere Bank 8ard and the Bar@ executives eceiwe regular eports on work health and
sakty (WHS) maérs b assist them in excising their dut of cae.

Acknowledging an ongoing ky emphasis on satfy and vellbeing in the corext of the Ban® appoach
to hybrid working, and additional seffy issues &ing fom the Head ®ice Rfuibishment lojed, aeas of
strakegic focus aer2021/22included:

¥ the Mental Health and ¥ibeing Stratgic Ran, with an emphasis onadoping people leadership
capabiliy and mental healthveareness paticulaty for management and peer supor

¥ the implementation of tajeted initiaties that aimedd positively impa¢ employee® health and
wellbeing

¥ ensuing the Ban® health and sefy management systns aolve o refled changes twught about
by our tybrid ways of varking and the Head fiice efubishment

¥ continuation of a range ofmkplace safty and vellbeing initiaties b respond b the QOVID19
pandemic

The Bank continuedtimplement initiaties b suppot the physical and pshologcal health of its
employees thiough promotion of positie health outomes and pvention of poential healthisks
including:

¥ encouragng staff ¢ take two-week blocks of lea

¥ provision of a oneff Ghank Yu Da/O of ler, © provide ecognition for emplojee eférts over the
past 18months highlighting the Bar@avareness of the impas the pandemic has had on empée
wellbeing

¥ physical health awities such as ellbeing ppgrams écused on good pysical health and nution,
fitness classehealth challenges and influenza vaccinations

¥ mental health initiates such as thdevelopmentof a polkit to inceease suppdrcapabiliy of
managersmental health supptive leadership trainingand seminars oopics elated to mental
health and wellbeing

There were 64WHS incidenteported in2021/22 epresenting an 1percent decline on the pwious
year The most common causes of incidentsrez workplace fators such as pperty damage and
eledrical orenvionmentalhazads (28oercent); people exp@ncing cuts sprainsstrainsbuns and
stiking objeds (17percent); and people slippingipping/falling (14oercent).

There were no acceped workerg) compensation claim021/22 The Resewe Banl lost Tme hjury
Fequeng/ Rate (number of lost time injies per million hoursaevked) was 2.1 2021/22 similara the
previous ear

Thirteen inemal WHS westigations wre conduded in2021/22 elating © incidents that either caused
moderae ham or had the pantial b cause ham to a staff membefhe investigations indicad that
there were no sysimic issues thatould point b deficiencies in the wahe Rserve Bank manages
health and safy.
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No investigations were made ind the Rserve Banl® businesses or undekings by @mcae duing
2021/22 and no impsvement, pohibition or non-disturance notices @re issued { Gmcae under Art
100of theWork Health andafety At 201YWHS At).

Summary of Notifiable Incidents, Investigations and Notices under the WHS Act

Action 2021/22 2020/21
Death of a person thaéquired notice 6 G®mcae under setion 35 0 0
Serious injuy or iliness of a person thatuired notice ® Gmcae under setion 35 0 0
Dangepus incident thatequired notice ® Gmcae under setion 35 1 1
Intemal irnvestigations condued 13 12

Investigations condued under Brt 100f the WHS &
Notices gven to RBA under séan 90 (povisional impovement notices)
Notices gven to RBA under séon 191 (impovement notices)

Notices gven to RBA under séan 195 (pohibition notices)

O O O o o
o O O O O

Directions gven to RBA under séan 198 (non-distimrance notices)
Source: RBA

The Resere Bank is a Licensedthority under theSafety, Rhabilitation anddnpensation & 1988This
licence equires the Banlotreport to the Sadty, Rehabilitation and @mpensation @mmission eachear
on WHS, wrker®) compensation arghabilitation matrs as thg afect the Bank@mpliance with the
relevant legslation B and the conditions of the B@fikence as a Licensegttiority D was validedl
during the pefod by exemal audits of the BaBksaéty, compensation anchabilitation arangements
The Sadty, Rehabilitation and @mpensation @mmission subsequently comfied that the Banletained
the highest ratingdr its pevention, claims management arehabilitation pratices in each aa br
2021/22

In 2021/22 the Australian Bstal @rporation povided claims management anehabilitation sarices ©
the Bankalong with @consideration sgices andepresentation in the dministratie Appealsfibunal or
Federal ©urt, when necessgr

Employment arangemerts and emuneration

The positions of @emor and @puty Govemor ae desigated as Bncipal Egcutive Cifices inéms of
the Remuneation Tibunal At 1973which povides 6r the Rmuneration fibunal b determine the
applicable emuneration ér these positiondiithin the paramedrs deémined by the Rmuneration
Tribunal the Rsere Bank 8ard Remuneration @mmittee, compising thee non-ercutive members
makes ecommendations onemunerationdr these position®f appoval of the Bserve Bank 8ad,
which is theefnploying bodyOof the positionsh accodance with povisions of théeseve Bank ¢t 1959
neither the @vemor nor the @Bputy Govemor tales pat in decisions of theeRere Bank 8ard relating
to the deemination or application of grterms or conditions on which either of them holds office

Emplgyment arangements that applytResere Bank emplgees vay accoding to their occupation and
level of senidty. Ercutive and manageal emplgees ae engaged undentividualEmplgyment
Agreements Non-manageal emplyees ag covered by a Vrkplace Ayreement. Tie Bank and the
Fnance &ctor Union of Astralia identified the opptamity to work together bwards a nev modemn,
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more flexible aggement, and commenced lgaining in My 2021.A the inerim, all conditions
contained in the existing &kplace Areement continuedd apply Fllowing a successful ballot of
employees ceered by the arangement, a ne ageement was apmved in Qtober 2021. Ais
agreement esuled in changes thatfled a conemporay, diverse and flexible avkplace including:

¥ improved accessotpaental leae for either pagnt

¥ formalisation of our appach of pging superannuation conbutions br the first 12nonths of
parental leae

¥ the option b substitué public holidgs br a diferent ageed dg off so this could be used on aydd
cultural sigificance ¢ the emplgee

¥ dedicatd paid lege or emplgees expdencing family and domestic violence

¥ the Bank being abl®tgive notice b emplo/ees who hee accrued ma than 4Qays of annual lee
to tale leave.

The apppach b salay inceases in the Wkplace Ayreement was aliged © the gowth in the pivate
sedor Wage Fice hdex in the gar b the June quaer br 2021and 2022t lwas ageed that the
Performance Ry Sheme would ceasewith a oneoff 2percent salay incease in §tember 20220
compensa¢ emploees 6r the 8hemed emoval The Gireer hcrement $heme waseabranded as the
Reward Increase Bheme br the &ptember 2022nnual eview. Tis appoach is consient with the
appmoach as set out in ttgovemment® Riblic 2ctor Workplace Bagaining Plicy and the Astralian
Public ®rvice ®mmissio® Rrformance Bnus Guidance

The 2021annual eview resuled in the majdaty of emplyeed® eceiving a salgrincease of 1.percent
and just under onghird of emplgees eceiving a Beer hcrement salay incease at anverage value of
3.9percent. hcluded in these &eer hcrement inceases wre 22employees who pogressed o a higher
caeer stageecognising their vark experence enhancededchnical and cer capabilitiesand song
alignment © the Ban® values@nsisent with the Wrkplace Areement, lumpsum peformance
payments vere made ér 2021.

Due b the tighening of the labour m&et, the esighation raé inceased fom 7.7percent in2020/21to
13.1percent in2021/22 Emplgees sightd caeer ppgression oppdunities higher emuneration, and
leaning anddevelopmentopportunities as pmaty reasonsdr learing the Rserve BankA number of
strakegies vere initiaed o aid etention, including aamuneration eview for oles in high demandwvhich
resuled in a small number of saladjustments at the end of 2021, andyeeaeer pogression ér
12employees The Bank uses suys such as thdarfancial mstitutions Rmuneration Gyup, Aon Hewitt
and Mercer br emuneration and benefit benchniémg.

As pat of the annualaview of emuneration, the &ere Bank mondrs diférences in the salias paid &
men and vomen. Tie gap betveen the aerage FTE salks of men and mmen declined im
16percent in 20160 14percent in 2021.His gap continuestbe explained Y a lager poportion of
women occuying less seniooles compagd with men. fie average p& gap at most Meels is modest
and thee ae a number of kels br which the serage FTE sajalbr women exeeds thatdr men. Tere
is one leel br which the gerage FTE sajaibr men exeeds thatdr women by moe than 4percent. hie
Bank continuestundetake analysisotunderstand the gap at thisvid.

The distibution of emuneration paidd Resere Bank eacutives and other senior empkees on an
accrual basis is set out in the tablesWwelbe piovision of this imrmation is consisnt with similar
information povided by other @mmonwealth entities v
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Rsk Management

Hfective isk management is an e@dral element in theddere Bank achiang its
strakgic objedives and meeting its polfaesponsibilitiesAccodingly, a isk and
compliance management fram@rk undepins eféctive decision-makg in the
Bank while allaving enerprisewide and emeging risks ¢ be identified and
managed in a wathat is consisht with the Ban® isk appetie. Tis framevork is
overseen ly the sk Management Gmmittee,

Objedives and goernance strudure

The Resere Banklile ary omganisation, cannot achie its objetives without talng on someisk © help
manage isk the Bank has implement the three lines modé&Depatments D thefitst lind Dear
responsibledr evaluating theirisk ewironment, putting in place apppriate contols and ensiuing that
these contols ae implemened efedively. Tis is suppded by ag&cond lin® of staff whogwide
additional expdise monibring and challenge (ptaculaty in aeas whee the inheent risks a higher).
Audit Depatment provides atfird lined of independent assurance and advice

The Resere Bank identifiemssesses and managek at both an eetprise (©p-downO) and business
(6ottom-upd) lel B a mcess that is subjeto ongoing eview. Rsks a& manageda a level that is
consisent with the Ban® isk appeti¢ as aiculaied by the Ban® management.le Bank suppts and
promotes thedevelopmentand mainenance of an dive isk management culterthat ackowledges
the need ér caeful analysis and managementiskrin all businessquesses

Oversight of the Bsewe Banl® arangementsdr lisk management is undeken by the Rsk
Management @Gmmittee. The @mmittee is cha@d by the Beputy Govemor and compises: the gsistant
Govemors br BusinesseB/ices Wrporate rvices and iRancial Mikets goups; the Chiefirancial
Officer, the Chiefniformation Oficer, the Heads of theudlit, Human Bsouces hformation, and Rk and
Compliance depaments; and the éneral ©unsel The Rsk Mainagement @mmittee meets at least six
times each gar and irdrms the Egcutive @mmittee and the Bsere Bank &ad Audit Gdmmittee of its
adivities

The Rsk Management @mmittee is esponsibledr ensuing the poper assessment and exffive
management of all thesks the Bsewe Bank facesvith the egeption of those aing diectly from its
monetary and financial stabiifpolicies and panents polig fundions These isks emain the
responsibiliy of the Gvemor, the Rsere Bank 8ard and the Byments $sem Bard. Te iisks
associatd with the Ban® avnership of Nat Rinting Australia Liméd (NR) ae overseen ly the Rsewve
Bank Bad, while theisks of operating MPae overseen ly the NR Bard and management.
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RISK MNAGEMENT

The Rsk Management @mmittee is assistl in its esponsibilities ¥ Rsk and 6mpliance @patment.
The Depatment also assists individual businesssimanage theiisk and compliance @imonment
effectively within a frameork that is consistt acoss the Bank monitors isk and pebrmance
associatd with the Rsere Banl adivities in financial mkets and suppds the business eas ly
implementing Bankvide contol framevorks caering fraud biibery and coruption, business continyit
and complianceelatd iisks he Head of Rk and @mpliance [@patment reports diedly to the Deputy
Govemor and the Chair of theudit Gommittee.

Audit Depatment undetakes a iskbased audit pigram © provide independent assurance thiks a
identified and &y contols b mitigak these isks a well desiged, implemened and vorking efectively.
The Head of Adit Depatment reports © the Deputy Govemor and the Chair of theudit Gommittee.
Audit Depatment®work is gwemed by the Aidit Depatment Chater, which is apmved by the Aidit
Committee.

Portfolio risks

The Resere Bank holds domestic aratdign currency-denominagd financial instruments tsuppot its
operations in financial maats in pursuit of its polijoobjedives These instruments accourdrfthe
majoiity of the Ban® assets and expose its balance steatrtumber of financiakks The pimary
responsibiliy for managng these isks ests with ancial Mikets Goup. Rsk and @mpliance
Depatment moniors theseisks and assesses compliance with theayeglr isk framevork. Within this
framework, compliance with financial management guidelines daelopmentsin portfolio risks a&
reported to the Rsk Management Gmmittee.

Composition of RBA Settled Portfolio

A$b

M Foreign Exchange, SDRs, ABF and Gold
Domestic Repo*
M Domestic Bonds

600

400

200

0 0
2015 2016 2017 2018 2019 2020 2021 2022

Domestic repo is valued based on cash lent under repo.
Source: RBA

*
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RISK MNAGEMENT

Exchange ate risk

The Fesere Bank is exposed &xhange rat iisk as some of the B&kssets ardenominagd in breign
cumency, while most of the BaéKiabilities @& denominagd in Aistralian dollargoreign curency assets
consist of oufght foreign exchange holdingsassets fundedylboreign exchange swapsSpecial Dveing
Rghts (SDR&n inemational esere asset @ated by the htemational Mnetaly Rind (IMF)) and units in
the Asian Bnd Rund (an inestment that is managed emally ty the Bankor htemational &ttlements).
Outiight foreign exchange holdings arthe lagest component ofdreign curency assets/s these assets
are held ér policy puposes the Bank does not seekdliminae or hedge the assocét breign
exchange expos& Havever, the Bank mitigas some of thissk by diwersifying these assets ass
vatious curencies The breign portfolio has teget shaes of 55ercent in USlollars 20percent in euos
and 5percent each inapanese gn, @nadian dollardJK pound stling, Chineseenminbi and Buth
Korean won. hese shars haie been unchanged since 201&eTpotfolio composition efleds the Ban®
risk appetié and desed liquidit. me limited deviation fom taget curency shaes is panitted to
simplify management and minimise tran$aae costs

Foreign Portfolio
Composition

%

80 80

60 60

40 40

20 20

2002 2006 2010 2014 2018 2022

Excludes assets funded by foreign exchange swaps.
Source: RBA

The Australian dollar value of thedere Banl outight foreign exchange holdings inemased modestly
over2021/22owing to an oreralldepreciationof the Aistralian dollar against the eemcies heldBased
on the sie of the outight foreign exchange potfolio as at 30une 2022, a Xercent appeciation of the
Australian dollar auld result in a mato-market loss of $4 Billion, little changed &m the pevious
yeart

[1] Based on thed®ewe Ban btal FXesewres exposw (including outight holdings ofdreign exchange SDRgyold and the sian bond fund) as at
30June 2022, a Jiercent appeciation of the Astralian dollar wuld fesult in a marto-maiket loss of $5 Mdillion, up slightly ém the pevious yar
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Interest ate risk

The value of the ésere Banl®financial assets is also exposetidvements in maket interest raes
Interest rae iisk on the Bar@potfolio mse b a hisprically high leel over 2021/22 efleding an incease
in the sie of the domestic pdiolio.

Total holdings of domestic sedties inceased ly $60billion over2021/22to $534billion. Dbmestic
secuities held ouight increased ly $84billion b $337billion, while those held on armporay basis
under epurchase ageements @pos) deaased ly $24billion to $197billion.

Market Value of Domestic Assets Portfolio

A3b M Australian Government Securities ASb
Semi Government Securities
[ Repo B Term Funding Facility*

M Repo B Other*

400 400

200 200

0
2016 2018 2020 2022
* Domestic repo is valued based on cash lent under repo.
Source: RBA

The expansion in segties held outight was aesult of the Bsere Banl® poliy adions b suppot the
Australian economduiing the pandemic B in p#oular puchases of éstralianGovemment Secuities
(AGS) and semi-gemment sectities (semis) in the seconganaket to addess dysfurton in the
govemmentbond maket, suppot the three-year yield taget, and as paof the bond puchase pogram,
which bcused on thésb10/ear segent of the yield cwe. The Resere Bank ceased all bond phases
under these pygrams ly Februay 2022.

The interest raé sensitivig of outight holdings in the domestic ptfolio, as meased by modified
duration, deaased fom aound 5y years b 5years oer2021/22 The Resere Bank irgnds b hold these
bonds b matuity. Hencethe etum the Bank will earon these bonds will be datmined by the yield on
each bond at the time of peinase and will not change with valuation gains or lossesethat fom
fluctuations in yields (see chapion OFudngs Distibution and @pital).
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Modified Duration of RBA Portfolio

Holdings of securities held outright

Years Years
— Domestic Portfolio
5 Foreign Portfolio 5
4 4
3 3
2 2
1 1
0 | | | | | | | | | | | | | | 0
2010 2014 2018 2022
Source: RBA

The redudion in epos was mainly due tauthoised depositaking institutions ADIs) matung open
repos with the Bsewe Bank that had pviously been maintained tmeet pgment obligationsThese
repos vere no longer consided necessarby mary ADIs in the psence of high ekange settlement
account balances with theeBewe Bank (see chagton OOperations indhcial Murket)). Nonetheless
repos emain high ly hisbrical standats due 6 outstanding epos under thedim Runding Rcility (TFF).
Under the TKFhe Bank pvided thee-year fundingd ADIs underepurchase transdions betveen Apil
2020and June 2021h& average €m of all outstandingepos deceased oer the yar fom a peak of a
little over 2years © 1y years as theemaining &m to matuity of outstandingepos under the TFF
decreased
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Weighted Average Maturity of Repos

All domestic liquidity operations

Years Years
2.0 2.0
1.5 1.5
1.0 1.0
0.5 0.5
0.0 0.0

2010 2014 2018 2022
Source: RBA

The Resere Banl® breign portfolio is compised of assets denomirat in the seen lesere curencies
Each asset ptiolio is managedetative to a benchmék pottfolio, with duration tagets that efled the
Banl® long-em appetie or inerest raé isk andetum. hese tagets ae reviewed peiodically Duing
2021/22 duration tagets were unchanged in all sen asset benchmkpottfolios The duration tagets
are: 18months br the Chinese and8th Korean potfolios; six month®f the Eropean, @nadian and
US potfolios; thee monthsdr the UK pdfolio; and less than tbe monthsdr the &panese pdfolio.
Some limied varation in atual potfolio duration fom these duration tgets is panitted © reduce
transadion costs and mvide scoped staff b enhance pdfolio etums The weighted-average
benchmak duration taget for the Ban® ptal breign portfolio was unchangedwer 2021/22at

6p months

The Resere Bank is also exposexdinterest rae fisk aving to a matuity mismath betwveen assets and
liabilities This isk inceased substantiallywer the pastwo years as asult of the Bar@poliy response
to the pandemicLiabilities include Exange &ttlement (ES) account balances heldADIsdeposits
held by the AustralianGovemmentand its agenciesand bankotes on issueES account balances/ba
increased sigificantly since 2028s aesult of the TFF and assetghase pogram. ES account balances
have also in@ased as the Bank iaased goss USlollar breign exchange esewxes ty enkring into long-
term AUD/USDdreign exchange swaps with matities of up o three years o fund the Ban®
commitments b the IMF (see chagton OOperations indhacial Miket)nterest paid on ES account
balancesas wll as deposits heldylihe AistralianGovemmentand its agencigss based on anvemight
rate that efleds the Ban® monetay poligy settings This rae inceased ly 75basis points dimg
2021/22as the Bank began withdrav monetay stimulus povided in esponsea the pandemic
Historically this inérest cost has been dadly offet by interest eanings on the domestic asset piotio,
which was mostly comfged of shdrterm repos eaning close ® the oremight cash rat Havever,
eamnings on most of the BaBlcurent asset holdings effied over longer éms; TFFepos ean a fied
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rate over thiee-year erms, govemmentbond holdings ear a fixed yield if heldd matuity and long-€m
AUD/USDdreign exchange swaps attraa fixed rat on the AJD povided under swaphe mismath in
matuiity betveen much of the Bakdomestic assets and liabilities is etgub® persist until these &g-
rate assets matar Bankotes on issue ha declined modestly as a shaf liabilities eer the yar fom
18percent b 17percent and cawy no inerest costo the Bank

Domestic Bonds, TFF and Long-term Swaps
Maturity Profile*

A$b A$b
M Long-term FX swaps (actual)

[ Long-term FX swaps (projected)
B TFF (actual)
TFF (projected)
M Domestic bond (actual)
- i 400
[ Domestic bond (projected)

400

200 200

0
2021 2024 2027 2030 2033

Assumes no further bond, TFF or long-term FX swap activity as
of 30 June 2022.

Source: RBA

Credit risk

Ceedit iisk is the pantial br financial loss iaing fom the default of a debt or issueror fom a decline in
asset valuesliowing a deerioration in cedit qualiy. The Resere Bank manages itedit exposue by
applying a stct set of eligility citeria © its holdings of financial assets amdaunermarties with which
it is willing b transat

The Resere Bank is exposed tery little issuer edit tisk on its outght holdings in the domestic
portfolio as it imests only in secities issued ypthe AistralianGovemmentor by stae and emitory
govemmentborrowing authoities The Bank is exposed & small amount of cousparty cedit risk on
domestic assets thateaheld underepo. The Bank wuld face a loss only if a coemtarty failed ©
repurchase secities soldd the Bank undeepoandthe maket value of the secities €ll belav the
agreed epurchase amount.hie Bank manages this expastw requiing that these secities meet
certain eligbility citeria and ly applying an apppriate magin to the sectuties which educes theisk
profile the Bank face®e required magin is maintained tlmughout the £m of the epo though daily
two-way magining.

Alongside the establishment of the TFF &ch1 2020, the édere Bankelaxed constraints on ctin
ADIs posting eligle self-secitised assebacled sectuities ABS) (also called self-sé@@ations) as
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collaeral? Previously only ADIs with accessthe @mmitted Liquidiy Facility were pemitted to post
self-seclitisations as collatal under the Bakstanding facilitiesry eligble self-seciisation could be
presentd as collaral under the TERllowing this adjustmentd the polig, ADI& use of self-
secuitisations as collatal inceased sigificantly hese seciities ae relaed i the counemparty
presenting them as collatal in aepo, implying that a defaultythe counermarty may be associad

with a decline in the value of the seties held as collatal Havever, this isk is mitigatd because the
issuing trust is bankptcy Emote®'the sectities must be raid AAA and thgattra¢ a elatively high
magin. Unlile other ypes of secities acceptd as collaral in the Bar@operationsthese secities ae
not typically traded in the mket as thg ae held ly ADIs solelpf the pupose of accessing central bank
liquidity. Rsk and @mpliance @patment typically values these seiti@s based on a jming model that
references pices in the public ABS rkat. Havever, when the TFF was establishin Rsere Bank fize
prices of elidple self-secitisations until edy 2023or the pupose of valuing collatal accepd under
repo. This wasa ensue that modelled gces vere not unduly affcted by potential wlatility in public ABS
arising fom the QOVID19pandemic

Collateral Held Under Repo*

All domestic liquidity operations

A$b Asb

M AGS & semis

[ Self-securitisations
200 Bank securities

M Corporate bonds
M Others**

150

100

50

0
2006 2010 2014 2018 2022

*

Values based on cash lent under repo.

Others include RMBS, ABS, supranational and corporate debt,
securities with government guarantee and other AAA securities.

Source: RBA

*%

The counerpatties of the Bsewe Bank dealing in polioperations in the domestic nkat must be:
members of the &ere Bankriformation and Tansér §sem (RIS); subjedo an appopriate level of
regulation; and ableotsettle transamns within the Aistraclear sysin. @rtain counerparties must also

[2] ABS & debt secdties issued ya trust that @& bacled by a pool of assets such asidential magages hvesbrs that puchase the secities eceive
income funded y the pincipal and irerest pyyments fom the pool of asset&lf-sectitisations a a ype of ABS. A distinguishiegtue of self-
secuitisations is that nes issued &m the trust & typically not solda the public; rathethey ae held ly the ADI that issued ther tise as
collaeral b access central bank liquidithe Bank accepts sedies issued yeligble self-secifisations as collatal

[3] Thatis the assets sold mthe trust a not at isk if the courdparty that sold those assetsarthe trust becomes bankpt.
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demonstraé a magrial connetion to the bond and/orepo makets and be aditworthy to be eligble.
Repo transations with the Bank argovemed by a Global Eiser Rpurchase reement.

Investments in the &ere Banl® breign curency pottfolio ae typically confinedd highly rag¢d and
liquid secuities as well as deposits witlofeign central bankshe majoity of the Ban® outight holdings
are secuities issued ypthe nationajovemmentsof the Unied Stags Germary, Fance the Nethdands
Japan, @nada, the Uréd Kngdom, China anddsith Korea, with modest holdings of settigs issued
highly raed supranational institutions agdvemmentagencies Goss holdings ofapanese gn-
denominakd assetsemained the layest shag of the Ban® breign currency issuer exposes as at
30June 2022.He majoity of these assetseafunded under shiterm foreign exchange swaps beteen
Japanese gn and other cuencies in the &ewe Ban potfolio. When the cost of hedtty curency risk
under shot-temm foreign exchange swaps is tak into account, yields on shedated Bhpanese
investments hee generally been higher than thoseadable in the other crencies in the Bagkpotfolio
(see chapr on OOperations indhcial Muket)). A limit on theesiaf exposwes b individual cuencies
senves b mitigae concentrationisk

Portfolio Composition by Issuer*

Japan

United States M June 2021

Korea M June 2022
BIS

France
China
Netherlands
Canada

Germany

Agency

United Kingdom
0 10 20 AS$b

Includes assets held outright, funded by foreign exchange swaps, and held
under repurchase agreements.

Source: RBA

The Resere Bank holds a pioon of its dreign curency portfolio in shot-term repos This exposes the
Bank o the small amount o&sidual aedit risk that is inhent in epos as natd aboe. The Bank
manages thisisk ty requiing 2percent over-collaeralisation, which is maintainedabgh two-way
maurgining in the local cuency, and accepting only high-qualiand liquid secities as collatral Cedit
exposue on breign repos is fuher managed b imposing limits on individual coweparty exposues
and equiiing execution of a Global dstr Repurchase greement ¢r Maser Repurchase greement
where appopriate) with each coumparty.
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The Resere Bank undéakes breign exchange and gold swaps as paf its polig operations and as a
means of enhancingtums on the dreign curency potfolio. The Bank commenced trandeng in long-
tem foreign exchange swaps ingBrualy 2021to manage existing and futiioreign curency
commitments b the IMF and the g2f this éreign exchange swap position ineased dung 2021/22as
the IMF inarased Astrali® allocation of SDREese transdmons irvolve swapping Astralian dollars iot
USdollars ér terms of up t three years IMF commitments &ve previously funded &m foreign curency
reseres held outght.

Ceedit risk on éreign exchange and gold swaps is managedttansating only with coung¢rpatties that
meet stict eligbility citeria, including theequiement b have executed with the Rsere Bank an
Intemational $/aps and Brivatives Asociation aggement with a @dit suppot annex. Exposes
generaed by movements in maeet exchange and irgrest raés and gold pces a& managed thtough
daily wvo-way magining in Aistralian dollars

In addition b gold swapsthe Rsere Bank undeakes some liméd lending of its gold holdingdhe
lending is either fully colitalised or the baswer haggovemment suppot. As at 3QJune 2022,
6.0tonnes of goldvalued at $0illion, was on loan.

Operational risk

The Resere Bank faces a dige range of operationaks efleding its esponsibilities as a central bank
These isks range dm those elated to fraud and couption (whee the Bank has nisk appetié for
emplayees engaing in fraudulent and caupt behaviour) b the availabiliy of business anditical
technology serices (wheg the Bank has a limd isk appetie).

In 2021, the &sere Bankefreshed its Rk Minagement Blicy, including itsisk appeti¢ acoss its
adivities The polig is published on the Ba@kebsie! The objedive of the poliy is b ensue that ve
manage isk b the best of our abijitto enable the successful ackéenent of the Bar@ objedives The
new policy is being embedded intthe Ban® pocesses and culter

The most sigificant operationalisks the Bank is exposecdste:
¥ the management of its people and cultpincluding safty and vellbeing talent andisk cultue
¥ transating in financial m&ets b implement monetay policy

¥ maintaining thenfrastruture to facilitaé real-time inerbank pgment and settlement seices
through RI® and the &st &ttlement ®rvice

¥ providing banlng facilitiesdr a number ofjovemmententities including the Astralian axation
Office, Medicae and @ntrelink

¥ the provision of s& secue and eliable Aistralian bankotes

The Resere Bank operas in a complexethnology erironment and seek®tinnovate while manamg
risks appopriately. h 2021/22 the Bank ecuted 52,52@ransations generating anwerage daily
settlement value of aund $26.dillion; RIF settles aund $202illion every day on arerage Te tisk
management fram&ork suppots the identification, analysis and managemenisk$ that could
adwersely affct these operationsand also mmotes geater efficiencies and digy. These include:
mechanisms ¥ which emeging risks a& identified; pscesses and sgshs ty which subjecmatter

[4] See RBA (2021isf Management BlicyDNoember
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expets consider thesasks; and channels that facit#tese isks being raised with @sutives \arious
metrics ae used ¢ highlight b e>xecutives hav risks & being managed and whethdasks ag consistnt
with the Ban® isk appeti¢. These metics rangebr examplefom availabiliy tagets br payment
settlements sysims b whether busines®silience ésts a& peformed regulaty.

Consideing these isks in maz detail the Rsewe Banl® adivities ae highly dependent on infmation
technology (ITsystms The iisk management and cowlrframevork suppots an ongoingdcus on
managng the isks associedl with complex IT syswns The IT [Bpatment collaborags with elevant
business @as b facilitaé the monibring, assessment and management atlded isks and ensas |IT
relaied initiaties ae consigént with the Ban® Straégic Ran. Tis work is suppdied by ongoing
evaluation of indusyrdevelopmentsin order © ensue that the Bar@® systms and pscedues emain
robust and cordrm to curent IT standals Assessment of apppriate resoucing, the adequag of IT
process contils and the Ieel of secuty over inbrmation management arall incoporated in the isk
management and contt framevork.

As pat of the Rsewe Ban® management of thésks associatl with £chnology and operational
sysems a stong focus is placed on the sedyrof these systns G/ber esilience is aelg operationalisk
and managng this sk is suppaed by staff at all iels of the Bankihe Bank poritises potecting digital
assets &m cybersecuity threats while also mviding a high-qualit IT sesice The Bankemains
committed to a matue implementation of the dstralian Sigals Diectorate hformation ®cuity Manual
and elevant secuty standadls, intioducing innoative secuity technologes and poadively seashing
for emeging threats in ader © continually meet the BaBkstraggic oyber esilience objetives The Bank
continues 6 work with peer central bankthe AistralianGovemmentand industy paticipants o
increase the gber esilience of national and emational financial sysmns

The Resere Bank ivests in sigificant secuty contols and isk assurance futions, which ae suppoted

by a egular assessmerggime. The Bankaceiwes egular independent assurance of its compliance with
secuity straegies endorsed pthe Aistralian Sigals Diectorate, and maintains independent ¢iication
for the 1ISO 2700flobal standat for hformation ®cuiity Management.

Duiing the past gar, the Rsere Bank continuedtdirect substantialgsouces bwards the deliery or
completion of a number of lge and complex multigar pojeds. These include constrtiog a thid data
centre in Ginbera br the Ban® most dtical sysms b enhance our datasilience and modenising the
media publishing sysin to reduce the isk of poblems elated o publishing the cash mtSuccessfully
completing and embedding thesegjeds will ensue high-qualiy sevices a@ maintaineddr the Ban®
clients and the éstralian publicRojed risks a& managed so that adequaiesouces ag available
nominaked pojed deadlines & met and change management iseefive. Rojed steeling commitiees
play an impotant ole in overseeing the management of thessks

The Resere Bank managessks elaied  the handling of confidential and sengtimbrmation and in
patticular ensuing that thee ae no uninended disclos@s While the pmaly focus is on ensing that
sufficient conwls exista prevent a beach occuing, the sk and contl framevork also seek® ensue
the Bank wuld respond appopriately if a beach vere to occur

The Resere Bank does noblerate dishonest or fraudulent beviaur and is commiéd to detering and
preventing such behaour.  takes a ery seious appoach b casesor suspeed casesof fraud All staff
involved in financial dealing kie well-defined limitsd their authoity to tale iisks or othewise commit
the Bankhese amngements a futher enhanced ¥ the separation ofdnt-, back and middleoffice
functions, whee staff inolved in trading settlement andeconciliation ativity remain plysically apar
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and have separat reporting lines for non-trading ativities several lgers of fraud contt ae in place A
clear decision-makg hierachy, separation of duties andysical contls o/er systms and irdrmation
have been established andeassubjet to regular eview. Ongoing training andwareness pograms ag¢
also conduted; the Banlequires all staffot undetake fraud avareness traininglhe Bank has
arangements in placef staff and members of the publ@report concens anorymously All concars
are fully ivestigaed. Duing 2021/22 thee were no eported instances of fraud/emploees

The Resere Bankemains stingly commited t maintaining and séingthening a wvrkplace cultue in
which emplgees uphold the highest standirof behaiour. The Wde of @ndud sets outequirements
of the Ban® emploees and others whoairnvolved in its ativities The Bank has @nmgements in place
for staff & report concens about beaches of the @le of @ndud, including channelsybwhich concens
can be eported anorymously Arangements a in placed ensue staff a8 combrtable eporting
concens acoss a range of issues

The eféctive management of compliancisk is centrabtthe Ban® adivities Suppoting this staff
complete regular training on aas such as pacg/ and vorkplace health and setfy. Rsk and @mpliance
Depatment collaborags with all businessess b ensue complianceisks a& being managed efttively;
it also keeps the Rk Management @mmittee inbrmed egading the level of compliance indy aeas

Notwithstanding these meases events can occurdm time b time that ma lead b sewice disruption,
or to financial or other costmely eports on incidents anaéar misse3 arpovided b the Rsk
Management @Gmmittee. These eports outline the cocumstances (including impaand cause) and
identify aeas wheg new contols mg be neededwhee existing contils should be stngthened or
where moe siquificant innwation eférts might be vell placed

The Resere Bank continue®tad as the administrat of the Guaraee of Stat and €nritory Byrrowing.
Applicationsdr new guaraneed liabilities under this scheme closed in 2010, although existing liabilities
will continue b be guararged until matuity, at the lagst in 2023.0Tdat, a btal of $429Million in €es

has been colld¢ed or stat and eritory borowing since the scheme commenced in 2009, with
$1million colle¢ed in2021/22

Businessesiliene

The resilience of dical business futions is aéy focus aea br the Rsewe BankThe Ban® poliy is b
maintain esilient armngements whenasponding b ary incident that has the pential adersely ¢ afect
its people operationsassets oeputation, or compmise its plisical secitly. The Bank undeéakes
ongoing Eesting of its businesegilience aangementsa ensue it emains esponsie to potential
disruptive events

Another major consideration is maintaining businestience ding a lage piojed of building vorks at
the Head @fice at 65Viartin Hace Sdney between 2022nd 2024. Business continggmesponse
arangements hee been efreshed b ensue staff a& well biiefed on their oles duing the pojed,
including eféctive communication. ie Rsk Mainagement @mmittee is egulaty overseeing this mjed
to ensue operationalisks a& managed eéfctively. v
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In 2021/22 the Bankecoded an accounting loss of $36illion. While undéying eanings
were positie, lage unealised valuation losseem recoided on the bonds puwhased as
part of the Ban® economic suppopackage duing the pandemicThe lage accounting
loss means therwill be no dividend paidtthe Aistralian Gvemment this yar 0 the
$36.7illion loss $15.Dillion has been absbed by the unealised pofits esere (UPR)
and the Rsere Bank &ewre Rrind (RBRFhE emainder ($20.8illion) is beingacoded
as &&cumulaed losse® on the Ba@lbalance sheeth@&se accumulad losses eeed the
Banl® other esewes so that the Bank was in a negatquily position of $12 Hillion as at
30June 2022.

The Resere Bank 8ad®judgement is that negativequily does not aéfct the Banl®
ability to operae efectively or peform its poliy fundions, but that it is impdant that the
Banl® equit is esbred over time This esbration can be achied thiough the Bank
retaining its pofits over the yars aheadAccodingly, the Bard has communicad its
strong expetation o the Aistralian @vemment that futue distibutable eanings would
be applied in ful] © offsetting the accumulad losses anasbring the balance of the
RBRFotthe Bard®taget. h responsethe Teasuer has endorsed theoBd® general
appmach b resoring the equiy position eer time while noting an retention of eanings
remains at the disetion of the Teasuer in erms of the Bsere Bank £t 1959. fie
Treasuer also suppded the Bad® judgement that the Bank will be aldecontinue b
operae efectively, even in the @ent of futher losseswer the comingdw years Gien that
there is a @dible path ¢ resbring the Ban® capitalthe Bard has not sought a capital
injedion from the govemment.

The Reseve Banl® eanings and distibution

The Resere Banl® eanings come fsm two souces: (i) undéring eanings including net irgrest and ée
income less operating costs; and (ii) valuation gains or losses on its holgmgsmohentbonds and
foreign exchange

Net inerest income usually iaes fom the Bank eaing interest on almost all of its assetieit cuently
at lowv raies while pging no inerest on a lage potion of its liabilities B namghbankotes on issue
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Moreover, Ekhange 8ttlement (ES) balangeshich hae gown sigqnificantly as asult of the Bar
policy adions were, until ecently paid a ero interest raé.

\aluation gains and lossessarfom fluduations in the value of theeBerve Banl assets duet
movements in eghange rags or changes in the ni@t yields on secities held outight. Oser the past
year, the valuation gainsoim exchange rag@ movements vere rlatively smallB/ contrast, ther were
lamge valuation losses on the holdings of domeagtiemmentbonds aving to the iise in bond yields
The Bank puthased sigificant quantities of bonds atoyields duing the pandemicd suppot the
economic ecovery. As that ecovery gatheed pace yieldsase and the Bankecoded significant
valuation losses on these bonds

Accounting for domestic bonds

Consisent with Australian Acounting Standals, the Rsewe Banl longstanding polighas been
to account dr its domestic bonds held on an dgtit basis afdr value ttough profit and los&his
treatment efleds that the Bar® domestic bonds arheld b implement monetay policy and ma
be sold or lent in pursuit of those pgligbjedives B/ contrast, manother central banks use
amottised costa value their domestic bond holdingss penitted by their espetive accounting
frameworks with the esult that thee is lessolatility in their eported piofits

Under amatised cost, theetum on the Ban® domestic bonds auld be calculad as the sum of
coupon (inerest) incomeeceied less ay premiums paidd acquie those sectties (efleding
that bonds under the Ba@kbond puchase pogram were generally pwhased at pces higher
than the face value of those bondwing to their coupon ras being geater than maket yields at
the time). the event bonds a& purchased at a jre belav their face valuehe discoun® wuld
be added ® coupon incomeEach of these components is accrued on a straight line astb®
remaining em of the bond Duing 2021/22 the etum on an amdised cost basis is estiradtio
have been about $illion.

By contrast, fair value accountjras applied in the Ba@kinancial staments also includes
valuation gains or lossesrft movements in maet yields h 2021/22 these valuation changes

resuled in \ery lage unealised losses beingaoided. When combined with other components of

eanings a net loss of $37illion was eported on the Bar® domestic bond holdingsSien the
intention © hold these bondsotmatuity, ary valuation losses that occur as yieldsass will be
offset at the time that the bonds matuat their face valuéhis means that flagations in yields
alter the timing of ay valuation gain or losser timeg but do not change the ultimatetum the
Bank will ear on its domestic bondshis would not be the case if the bondem sold pior to
maturity.

In 2021/22 the Ban® accounting loss of $3illion was compsed of thedllowing:
¥ Undelying eanings of $8.2illion, compaged with $4.Dillion in2020/21 Tis incease efleds

interest eanings though the yar on the layer potfolio of AistralianGovemmentbonds puchased

under the bond pwhase pogram.

¥ Unralised valuation losses of $4#lkon, fom:
a fise in bond yields inustralia ($408illion loss) andwerseas ($04llion loss)
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the urwinding of pemiums on domestigovemmentbonds ($5.illion loss); these @miums
are unvound on a straighline basis andcecoded as urgalised valuation losses eacly,dand
realised upon sale or maityrof the bond

partially oféet by thedepreciation on aerage of the Aistralian dollareer the ear ($1.5illion
gain).
¥ Realised valuation losses of $ildon.
In accodance with the Bsewe Bank £, unealised valuation lossegm initially absdred by the UPR,
and then against other sa@s of income (namelyndelying eanings). A fuher $15.4illion was

chaged against the RBRifnging the balance of thigsere t nil The emaindey $20.&illion, is
reported as accumulatl losses on the Ba@lbalance sheet.

Underlying Earnings

$b $b

8 8
6 6
4 4
2 2
0 0

03/04 12/13 21/22

Source: RBA
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Total Valuation Gains and Losses

$b

-15

-60

03/04 12/13 21/22

Source: RBA

Capital and esewves

The Resere Bank Bard views it as impdant that the Bar® capital isesbred over time I also
recognises that B vitue of their unique natey central banks can opegdbr a peiod of time with
negative equiy. hdeed a number of central banks in other coigsthae operaéd for some time with
negative equit; several other central bankseaor ae lilely b be in a similar positiorver coming gars
Unlike a nomal businesshee ae no going concar issues with a central bank in a coytiite Australia.
The negatie equily position will not adfct the abiliy of the Rsewe Bankd do its job
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Equity
As at 30 June
$b $b

30

15

-15

_30 S S I I S I S I NI B | _30
2002 2007 2012 2017 2022

— Net Equity Capital and statutory reserves
Unrealised profits reserve [ Accumulated losses
M Accounting reserves

Source: RBA

For a number ofgars the Bad has maintained afmal framevork for deemining the taget balance in
the RBRMvhich is the Bagkmain esere and essentially its capitainder that frameork, capital was
assiged © maket fisk aising fom the Ban® pottfolio of breign and domestic secities A small amount
of capital was also asségl o credit iisk aising fom the \ery small exposes b commecial banks that
are not collagralised The taget balance in the RBRF is not a minimwel k&f capital that needs be
maintained at all timebut rather a benchmiaror the Bard to consider when mviding adviced the
Treasuer egading the Ban® capital and dividends

As at 3QJune 2022, the get for the RBRFa&id at $20.®illion, compaed with an atual balance of nil
(and accumulatd lossesacoded elsevhere on the balance sheet of $26iBion).

Giwen this shdfall, at its July 2028eeting the Bad consideed the caseok a capital injeon by the
AustralianGovemment. t concluded that a capital injéen was not necessgras the Bakcapital can
be resred over time though the etention of futue eanings This path ¢ capital esbration equites
that all distibutable eanings ae retained ly the Bankpehaps ér mary years

The majoity of the Bar® domestic bonds amaw caried on the balance sheet at a discounttteir face
value so that capital gainseaexpeted i be ealised as these bonds matuihis will add ¢ the Ban®
distibutable eamings in futue peiods Nevertheless the Ban® futue eanings emain highly unceain,
due b the mismath betveen the fied rtums on the majaty of its assets and the iadnle rag¢ paid on a
large pottion of its liabilitiesespecially ES balanc&ss is especially so in the héxo financial gars
before the bonds pwhased ¢ suppot the three-year yield taget matue and funds lent under thefn
Funding Facility ae repaid
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Domestic Fixed Interest Assets
As at 30 June

$b $b
450 450
300 300
150 150
0 ' 0
2024 2026 2028 2030 2032

M Domestic Government Bonds* ['" Term Funding Facility

Total face value held, assuming all domestic government bonds

are held to maturity.

Source: RBA

Below ae ur scendps b illustraé hav the Bani® futue eanings and net equyt position could var
with different assumed patheff policy raes For all scenaos the cash ratis pojeced o evolve in line
with the maket expedationsto June 2023 (usingremight index swap ras as at 3August), with the
margin between the cash rattaget and the ES mtassumedd remain constant at its cent level of
10basis pointsThe piojedions beond 2023assume the ES eatorverges b either 1ypercent,

2y percent, 3ypercent or 4ypercent.

Under alldur scendps losses arrecast in the nebfew years as the irdrest raé on ES balancesould
be higher than irgrest income on the BaBkassetsgpecially funds lent under therfi Funding Fcility).
Thereater, the abeementioned valuation gains on the B&domestic bonds arpojeded t more than
offset negatie undetying eanings undepinning an expeted impovement in the Bar@ financialasults
and equiy position. fiese pojedions ae highly dependent on the futarpath of the cash mtand
broader maements in bond yields and thaigtralian dollar ehange rag.
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Domestic Interest Rates
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Projections of Net Equity*
As at 30 June

$b $b
0 0
-7 -7
-14 14
21 -21
-28 ' ' ' ' ' ' ' ' ' -28
2024 2026 2028 2030 2032

Assuming future distributable earnings will first be applied to offsetting
accumulated losses and then to restoring the RBRF to target. In
accordance with the Reserve Bank Act, such transfers are to be
formally determined by the Treasurer each year.

Source: RBA

The Bbard views it as impdant that thee is a @dible path ¢ resbring the Ban® capital er time
Accordingly, the Bard® stong expedationis that futue distibutable eanings will first be appliedt
offsetting accumulad losses and thew tesbring the RBRI6 taget, bebre paying ary dividendsad the
AustralianGovemment ®llowing consultation with the @&emor, on behalf of thedad, the Teasuer
has endorsed thedard® general apmach b resbring its equiy position. Gnsisent with the Rsere
Bank At, ary transérs fom the Ban® eanings in the futue will be érmally deemined by the Teasuer
after consulting the &ard each gar

Details of the composition and distntion of the Rsere Banl® pofits ae contained in the table belo v
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Financial Statements: Statement of
Assurance

In the opinion of each of the Governor, as the accountable authority of the Reserve Bank of Australia (RBA)
and the Chief Financial Officer, the financial statements for the year ended 30 June 2022 present fairly the
Reserve BankOs financial position, financial performance and cash flows, comply with the accounting
standards and any other requirements prescribed by the rules made under section #£2ibfithe

Governance, Performance and Accountability Aah@0tEe been prepared from properly maintained

financial records. These financial statements have been approved by a resolution of the Reserve Bank
Board on 6 September 2022.

Z

Philip Lowe
Governor and Chair, Reserve Bank Board

Emma Costello
Chief Financial Officer

7 September 2022
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Financial Statements: Statement of
Financial Position

Statement of Financial Position b as at 30 June 2022
Reserve Bank of Australia and Controlled Entity

2022 2021
Note $M $M

Assets
Cash and cash equivalents 6 482 721
Australian dollar investments 1(b), 15 538,142 474,974
Foreign currency investments 1(b), 15 66,497 56,710
Gold 1(d), 15 6,772 6,022
Property, plant and equipment 1(e), 8 744 754
Other assets 7 1,137 716
Total assets 613,774 539,897
Liabilities
Deposits 1(b), 9 513,757 415,576
Distribution payable to the Commonwealth 1(h), 3 b 2,671
Australian banknotes on issue 1(b) 102,345 95,485
Other liabilities 10 10,115 3,160
Total liabilities 626,217 516,892
Net (Liabilities)/Assets (12,443) 23,005
Equity
Reserves:

b Unrealised profits reserve 1(9) b 502

b Asset revaluation reserves 1(9), 5 7,525 6,753

D Superannuation reserve 1(9) 828 344

b Reserve Bank Reserve Fund 1(9) b 15,366
Accumulated Losses 1(g) (20,836) b
Capital 1(g) 40 40
Total Equity (12,443) 23,005

The above statement should be read in conjunction with the accompanying Notes.
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Statement of Comprehensive Income b for the year ended 30 June 2022
Reserve Bank of Australia and Controlled Entity

2022 2021
Note $M $M
Net interest income 2 8,458 4,285
Fees and commission income 2 376 460
Other income 2 25 53
Net gains/(losses) on securities and foreign exchange 2 (44,898) (8,489)
General administrative expenses 2 (470) (483)
Other expenses 2 (291) (158)
Net Profit/(Loss) (36,700) (4,332)
Gains/(losses) on items that may be reclassified to profit or loss:
b Gold 750 (593)
750 (593)
Gains/(losses) on items that will not be reclassified to profit or loss:
b Property (6) 24
D Superannuation 484 257
b Shares in international and other institutions 24 (12)
502 269
Other Comprehensive Income 1,252 (324)
Total Comprehensive Income (35,448) (4,656)

The above statement should be read in conjunction with the accompanying Notes.
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Financial Statements: Statement of
Distribution

Statement of Distribution B for the year ended 30 June 2022

Reserve Bank of Australia and Controlled Entity

2022 2021
Note $M $M
Net profit/(loss) (36,700) (4,332)
Transfer from unrealised profits reserve 502 8,249
Transfer from asset revaluation reserves (4) 1
Earnings available for distribution (36,202) 3,918
Distributed as follows:
Transfer (from)/to Reserve Bank Reserve Fund (15,366) 1,247
Transfer to accumulated losses (20,836) b
Payable to the Commonwealth 3 b 2,671
(36,202) 3,918

The above statement should be read in conjunction with the accompanying Notes.
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Financial Statements: Cash Flow
Statement

For the purposes of this statement, cash includes overnight settlement balances due from other banks.

Cash Flow Statement D for the year ended 30 June 2022

Reserve Bank of Australia and Controlled Entity

Cash flows from operating activities
Interest received

Interest paid

Net fee income received

Net payments for investments

Net cash collateral received/(provided)
Other

Net cash from operating activities
Cash flows from investment activities
Net payments for property, plant and equipment
Net payments for computer software
Other

Net cash from investment activities
Cash flows from financing activities
Distribution to the Commonwealth
Net movement in deposit liabilities
Net movement in banknotes on issue
Other

Net cash from financing activities

Net increase/(decrease) in cash
Cash at beginning of financial year
Cash at end of financial year

The above statement should be read in conjunction with the accompanying Notes.

Note

6

Inflow/(outflow)
$M

2022

8,046
(146)
270
(110,603)
325
(439)
(102,547)

(45)
(12
0
(67)

(2,671)
98,181
6,860
(5)
102,365
(239)
721
482

2021

Inflow/(outflow)
$M

3,523
(165)
374
(267,996)
132
(438)
(264,570)

(52)
(19)
b
(71)

(2,567)
262,035
5,383
(%)
264,846
205
516
721

RESERVE BANK OF AUSTRALIA ANNUAL REPORT b 2022



208 RESERVE BANK OF AUSTRALIA



Financial Statements: Notes to and

Forming Part of the Financials
Statements

Reserve Bank of Australia and Controlled Entity

Note 1 B Accounting Policies

The RBA reports its consolidated financial statements in accordance \Riéiséinee Bank Act 1@%®the

Public Governance, Performance and Accountability ARGEXLAct). These financial statements for the

year ended 30 June 2022 are a general purpose financial report prepared under Australian Accounting
Standards (AAS) and accounting interpretations issued by the Australian Accounting Standards Board, in
accordance with th@ublic Governance, Performance and Accountability (Financial Reporting) Rule 2015
which is issued pursuant to the PGPA Act. The RBA is classified as a for-profit public sector entity for the
purposes of financial disclosure. These financial statements comply with International Financial Reporting
Standards. In preparing them, the RBA has not Oearly adopted® new accounting standards or amendment:
to current standards that apply from 1 July 2022.

All amounts in these financial statements are expressed in Australian dollars, the functional and
presentational currency of the RBA. All revenues and expenses are brought to account on an accruals
basis.

Going concern
These financial statements are prepared on a going concern basis.

As at 30 June 2022, the RBAOs liabilities exceeded its assets by $12.4 billion. The net liability position refle:
unrealised valuation losses recorded on the RBAOs holding of bonds issued by the Australian government
and the state and territory borrowing authorities, which resulted from the significant rise in bond yields
during 2021/22. These bonds were purchased as part of the RBAOs response to the COVID-19 pandemic,
including under the Bond Purchase Program and as part of achieving a target for the yield on the 3-year
Australian Government bond.

The Governor and Reserve Bank Board are of the view that the RBA will continue to operate effectively,
and in accordance with its policy functions and objectives set out in the Reserve Bank Act and in the
Statement on the Conduct of Monetary Policy.

The RBAOD:s liabilities are guaranteed by the Australian Government under section 77 of the Reserve Bank
Act. As a central bank, the RBA also has the ability to create liquidity to meet its liabilities as and when they
fall due and has substantial liabilities (in the form of banknotes on issue) which have a zero funding cost.

Additional information on the BankOs capital is provided in the OEarnings, Distribution and Capital® chapte
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(a) Consolidation

The financial statements show information for the economic entity only; this reflects the consolidated
results for the parent entity, the RBA, and its wholly owned subsidiary, Note Printing Australia Limited
(NPA). The results of the parent entity do not differ materially from the economic entity and have therefore
not been separately disclosed.

NPA was incorporated as a wholly owned subsidiary of the RBA on 1 July 1998.

Note Printing Australia Limited Balance Sheet

2022 2021

$M $M
Assets 172.9 174.9
Liabilities 43.4 43.8
Equity 129.5 131.1

The assets, liabilities and results of NPA have been consolidated with the accounts of the parent entity in
accordance with AASB 1@bnsolidated Financial Statemditénternal transactions and balances have
been eliminated on consolidation. These transactions include items relating to the purchase of Australian
banknotes, lease of premises and the provision of premises and security services.

(b) Financial instruments

A financial instrument is defined as any contract that gives rise to both a financial asset of one entity and a
financial liability or equity instrument of another entity. The RBA accounts for its financial instruments in
accordance with AASB Fancial Instrumeraad reports these instrumentaderAASB 7 Binancial
Instruments: Disclosweies AASB 13Mir Value Measurement

The RBA brings its securities and foreign exchange transactions to account on a trade date basis. Deposits
repurchase agreements and gold swaps are brought to account on settlement date.

Financial assets

Australian dollar securities

Australian dollar securities, except those held under reverse repurchase agreements, are measured at fair
value through profit or loss, as they are held to implement monetary policy and may be sold or lent,
typically for short terms, under repurchase agreements. The securities are valued at market bid prices on
balance date; valuation gains or losses are taken to profit. Interest earned on securities is accrued as
revenue.

Reverse repurchase agreements

In carrying out operations to manage domestic liquidity and foreign reserves, the RBA enters into reverse
repurchase agreements in Australian dollar and foreign currency securities. Reverse repurchase
agreements were also used to provided funding via the Term Funding Facility. A reverse repurchase
agreement involves the purchase of securities with an undertaking to reverse this transaction at an agreed
price on an agreed future date. As a reverse repurchase agreement provides the RBAOs counterparties wit!
cash for the term of the agreement, the RBA treats it as an asset by recording a cash receivable. Reverse
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FINANCIAL STATEMENTS

repurchase agreements are measured at amortised cost. Interest earned is accrued over the term of the
agreement and recognised as revenue.

RBA open repurchase agreements are available to assist eligible financial institutions manage their liquidity
after normal business hours. An RBA open repurchase agreement is an Australian dollar reverse repurchas
agreement without an agreed maturity date. The RBA accrues interest daily on open repurchase
agreements at the target cash rate.

Gold borrowed under gold swaps
Gold swaps are available to assist with domestic liquidity management and to enhance the return on the
RBAOs gold holdings.

Gold swaps involving the purchase of gold include an undertaking to reverse this transaction at an agreed
price on an agreed future date. As these gold swaps provide the RBAOs counterparty with cash for the term
of the agreement, the RBA treats it as an asset by recording a cash receivable. Gold swaps are measured &
amortised cost in accordance with AASB 9. The difference in agreed gold prices for the first and second
legs is accrued over the term of the swap and recognised as interest income. Gold borrowed under a swap
agreement is not recognised on the RBAOs balance sheet, as the predominant risk and reward of
ownership, including exposure to any movement in the market price of gold, remains with the

counterparty.

Foreign government securities

Foreign government securities, except those held under reverse repurchase agreements, are measured at
fair value through profit or loss, as they are available to be traded in managing the portfolio of foreign
reserves. These securities are valued at market bid prices on balance date and valuation gains or losses ar
taken to profit. Interest earned on securities is accrued as revenue.

Foreign deposits

Some foreign currency reserves are invested in deposits with central banks and the Bank for International
Settlements (BIS), while small working balances are also maintained with a small number of commercial
banks. Deposits are measured at amortised cost. Interest is accrued over the term of deposits.

Foreign currency swaps

The RBA uses foreign currency swaps to assist domestic liquidity management and in managing foreign
reserve assets and AustraliaOs foreign currency commitments as a member of the IMF. A foreign currency
swap is the simultaneous purchase and sale of one currency against another currency for a specified
maturity. The cash flows are the same as borrowing one currency for a certain period and lending another
currency for the same period. The pricing of the swap therefore reflects the interest rates applicable to
these money market transactions. Interest rates are implicit in the swap contract but interest itself is not
paid or received. Foreign currency swaps are measured at fair value through profit or loss.

Bond futures

The RBA uses bond futures contracts on overseas exchanges to manage interest rate risk on its portfolio of
foreign assets. Bond futures positions are measured at fair value through profit or loss with valuation gains
or losses taken to net profit. Futures positions are reported within OForeign currency investmentsO.
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Asian Bond Fund 2 (ABF2)

Through its participation in the ExecutivesO Meeting of East Asia-Pacific Central Banks (EMEAP) Asian Bol
Fund, the RBA invests in a number of non-Japan Asian debt markets. This investment comprises units in
ABF2, which invests in local currency-denominated bonds issued by sovereign and quasi-sovereign issuers
in EMEAP markets. ABF2 is measured at fair value through profit or loss and is valued on balance date at
the relevant unit price of the fund, with valuation gains or losses taken to profit. ABF2 is reported within
OForeign currency investmentsO.

Shareholding in Bank for International Settlements

Shares in the BIS are owned exclusively by the central banks and monetary authorities that are its
members, including the RBA. The RBA has made an election to designate its shareholding in the BIS at fair
value through other comprehensive income, as permitted under AASB 9. The shareholding is measured at
fair value and valuation gains or losses are transferred directly to the revaluation reserve for OShares in
international and other institutions® (Note 5). An uncalled portion of this shareholding is disclosed as a
contingent liability in Note 11. Dividends are recognised as revenue in net profit, when declared.

Financial liabilities

Deposit liabilities

Deposit liabilities are measured at amortised cost (see Note 9). Interest is accrued over the term of
deposits and is paid periodically or at maturity. Interest accrued on deposits not yet paid is included in
Note 10.

Australian banknotes on issue
Banknotes on issue are a financial liability recorded at face value.

The RBA pays interest on working balances of banknotes held by banks under cash distribution
arrangements (see Note 4).

Costs related to materials used in the production of banknotes are included in OOther expensesO in Note 2

Repurchase agreements

A repurchase agreement involves the sale of securities with an undertaking to repurchase them on an
agreed future date at an agreed price. Securities sold and contracted for repurchase under repurchase
agreements are retained on the balance sheet and reported within the relevant investment portfolio (see
OAustralian dollar securitiesO and OForeign government securities®, above). The counterpart obligation to
repurchase the securities is reported in OOther liabilitiesO (Note 10) and measured at amortised cost. The
difference between the sale and purchase price is accrued over the term of the agreement and recognised
as interest expense.

Gold loaned under gold swaps

Gold swaps involving the sale of gold include an undertaking to reverse this transaction at an agreed price
on an agreed future date. Gold sold under gold swaps is retained on the balance sheet and reported
within gold holdings (Note 1(d)). The counterpart obligation to repurchase the gold is reported in OOther
liabilitiesO (Note 10) and measured at amortised cost. The difference in agreed gold prices for each leg is
accrued over the term of the swap and recognised as interest expense.
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(c) Foreign exchange translation

Assets and liabilities denominated in foreign currency are converted to Australian dollar equivalents at the
relevant market exchange rate on balance date in accordance with AASBhgZfiects of Changes in
Foreign Exchange Rat&duation gains or losses on foreign currency are taken to net profit. Interest
revenue and expenses and revaluation gains and losses on foreign currency securities are converted to
Australian dollars using exchange rates on the date they are accrued or recognised.

(d) Gold

Gold holdings (including gold sold under gold swaps or on loan to other institutions) are valued at the
Australian dollar equivalent of the 3.00 pm fix in the London gold market on balance date. Valuation gains
or losses on gold are transferred to the asset revaluation reserve for gold.

In addition to gold swaps (Note 1(b)), the RBA also lends gold to institutions that participate in the gold
market under gold loan agreements. Similar to gold swaps, gold provided under a loan is retained on the
balance sheet. Interest is accrued over the term of the loan and is paid at maturity. The interest receivable
on gold loans is accounted for in accordance with AASB 9.

(e) Property, plant and equipment

The RBA accounts for property, plant and equipment it owns in accordance with AABBpé&6\D

Plant and Equipmeaind AASB 13. Property, plant and equipment held under lease arrangements,
including overseas and interstate representative offices and computer hardware, are accounted for under
AASB 16 Erases.

Expenditure, revaluation adjustments and depreciation of property, plant and equipment, including leased
assets, are included in Note 8.

Property

The RBA measures its property at fair value. The RBAOs Australian properties are formally valued bienniall
by an independent valuer, with the most recent valuation conducted in 2020/21; overseas properties are
independently valued on a triennial basis, with the most recent valuation conducted in 2021/22.

Previously, formal independent valuations of the RBAOs Australian properties were conducted on an annua
basis. Between obtaining independent valuations, carrying values are reviewed by management to ensure
that they remain appropriate. Reflecting their specialised nature, fair value for the RBAOs Business
Resumption Site and National Banknote Site is based on depreciated replacement cost. Valuation gains
(losses) are generally transferred to (absorbed by) the asset revaluation reserve of each respective
property. Any part of a valuation loss that exceeds the balance in the relevant asset revaluation reserve is
expensed. Subsequent valuation gains that offset losses that were previously treated as an expense are
recognised as income in net profit.

Annual depreciation is calculated on a straight line basis using assessments of the remaining useful life of
the relevant building.

Plant and equipment

Plant and equipment is valued at cost less accumulated depreciation. Annual depreciation is calculated on
a straight line basis using the RBAOs assessment of the remaining useful life of individual assets.
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Useful life for each class of depreciable asset

Years
Buildings 15y50
Fit-out 5y10
Computer hardware 4
Motor vehicles 5
Plant and other equipment 4y20

Leased Assets

Leased assets are measured at cost and comprise of the amount equal to the lease liability, adjusted by
the amount of any lease payments made before commencement date and initial direct costs less
accumulated depreciation. Annual depreciation is calculated on a straight line basis using the length of
the lease term.

(f) Computer software

Computer software is reported in accordance with AASB [b3@Bible AsseSomputer software is
recognised at cost less accumulated amortisation and impairment adjustments, if any (see Note 7).
Amortisation of computer software is calculated on a straight line basis over the estimated useful life of
the relevant asset, usually for a period of between four and six years (see Note 7). The useful life of
payments systems and core banking software may be for a period of between 10 and 15 years, reflecting
the period over which future economic benefits are expected to be realised from these assets.

(g) Capital and reserves
The capital of the Reserve Bank is established by the Reserve Bank Act.

The Reserve Bank Reserve Fund (RBRF) is also established by the Reserve Bank Act and is regarded
essentially as capital. The RBRF is a reserve maintained to provide for events that are contingent and not
foreseeable, including to cover losses from falls in the market value of the RBAOs holdings of Australian
dollar and foreign currency investments that cannot be absorbed by its other resources. The RBRF also
provides for other risks such as operational risk. In accordance with the Reserve Bank Act, this reserve is
funded only by transfers from net profits, as determined by the Treasurer, after consulting the Reserve
Bank Board (see Note 1(h)). The Board assesses the adequacy of the balance of the RBRF each year (see
OEarnings, Distribution and Capital® chapter).

The RBAOs equity also includes a number of other reserves.

Unrealised gains and losses on foreign exchange, foreign securities and Australian dollar securities are
recognised in net profit. Such gains or losses are not available for distribution and are transferred to the
unrealised profits reserve, where they remain available to absorb future unrealised losses or become
available for distribution if gains are realised when assets are sold or mature.

The balance of the Superannuation reserve represents accumulated remeasurement gains or losses on the
RBAOs defined benefit superannuation obligations (Note 1(j)).
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Balances of asset revaluation reserves reflect differences between the fair value of non-traded assets and
their cost. These assets are: gold; property held outright; and shares in international and other institutions.
Valuation gains on these assets are not distributable unless an asset is sold and these gains are realised.

Accumulated losses represent losses, as calculated under section 30 of the Reserve Bank Act (refer
Note 1(h)), which could not be absorbed by the Reserve Bank Reserve Fund.

(h) Net profits
Net profits of the RBA are dealt with in the following terms by section 30 of the Reserve Bank Act:

1. Subject to subsection (2), the net profits of the Bank in each year shall be dealt with as follows:
aa. such amount as the Treasurer, after consultation with the Reserve Bank Board, determines is to be
set aside for contingencies; and

a. such amount as the Treasurer, after consultation with the Reserve Bank Board, determines shall be
placed to the credit of the Reserve Bank Reserve Fund; and

b. the remainder shall be paid to the Commonwealth.

2. If the net profit of the Bank for a year is calculated on a basis that requires the inclusion of unrealised
gains on assets during the year, the amount to which subsection (1) applies is to be worked out as
follows:

a. deduct from the net profit an amount equal to the total of all amounts of unrealised gains
included in the net profit; and

b. if an asset in respect of which unrealised gains were included in the net profit for a previous year or
years is realised during the year B add to the amount remaining after applying paragraph (a) the
total amount of those unrealised gains.

Where the application of subsection (2) above results in a loss position, such losses are absorbed by the
Reserve Bank Reserve Fund, to the extent possible; remaining losses are reflected in Accumulated losses
(Note 1(9)).

(i) Provisions for employee benefits entitliements

In accordance with AASB 11BrBployee Benefitse RBA records provisions for certain employee benefit
entitlements, including accrued annual and long service leave and post-employment health insurance
benefits. These provisions reflect the present value of the estimated future cost to meet those
entitlements, including any applicable fringe benefit or payroll taxes and, in the case of leave entitlements,
future leave accrual and superannuation contributions to the extent that any leave is assumed to be taken
during service. The estimated future cost of these entitlements is discounted to its present value using
yields on highly rated Australian dollar-denominated corporate bonds. Leave provisions are calculated
using assumptions for length of staff service, leave utilisation and future salary. The provision for post-
employment health insurance benefits is estimated using assumptions about the length of staff service,
longevity of retired staff and future movements in health insurance costs. This post-employment benefit
ceased to be available for new staff appointed after 30 June 2013.

Further detail on employee benefit provisions are included in Note 10.
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(j) Superannuation funds

The RBA includes in its Statement of Financial Position an asset or liability representing the position of its
defined benefit superannuation funds measured in accordance with AASB 119. Movements in the
superannuation asset or liability are reflected in the Statement of Comprehensive Income.
Remeasurement gains and losses are transferred to the Superannuation reserve.

Details of the superannuation funds and superannuation expenses are included in Note 14.

(k) Committed Liquidity Facility

The RBA provides a Committed Liquidity Facility (CLF) to eligible ADls. Fees received from providing the
CLF are recognised as fee income in net profit. Additional information on the CLF is provided in Note 11.

() Lease liabilities

Lease liabilities are measured at the present value of the remaining lease payments (see Note 10). The
lease liability is subsequently remeasured where there is a change in the lease term or future lease
payments. Lease payments in relation to new leases with a lease term of 12 months or less and leases for
low-value assets are expensed on a straight-line basis over the lease term.

(m) Revenue from contracts with customers

In the course of its operations, the RBA enters into contracts for the provision of goods and services. These
include: contracts for the provision of banking and payment services to the Australian Government,
overseas central banks and official institutions; the provision of the CLF for participating ADIs (see

Note 1(k)); and, in the case of the RBAOs subsidiary, banknote and security products to overseas central
banks.

Revenue is recognised on a gross basis at the point the contracted performance obligation is satisfied, as
required by AASB 13RBvenue from Contracts with Customere case of banking and payment

services, revenue is recognised upon the completion of the provision of service. Revenue from the sale of
banknote and security products is recognised at the point at which the product is accepted and CLF fee
income is recognised over the period the facility is provided.

Where the right to consideration for the completion of the performance obligation under the contract
becomes unconditional, a receivable is recognised in the Statement of Financial Position; a contract asset
is recorded when this right remains conditional (see Note 7). Where a performance obligation under a
contract remains unsatisfied, but consideration has been received, the RBA reports this as an unearned
contract liability (see Note 10).

(n) Rounding

Amounts in the financial statements are rounded to the nearest million dollars unless otherwise stated.

(o) Comparative information

Certain comparative information may be reclassified where required for consistency with the current year
presentation.
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(p) Application of new or revised Australian Accounting Standards

New Australian Accounting Standards and amendments made to existing standards that apply to the
RBAOs financial statements in the current and future financial years are not expected to result in a material
impact on disclosures.

Note 2 B Net Profit

Net Profit
2022 2021
Note ™M $M
Net interest income
Interest income 1(b), 4 8,869 4,432
Interest expense 1(b), 4 (411) (247)
8,458 4,285
Fees and commissions income
Committed liquidity facility 1(k), 1(m) 228 331
Banking services 1(m) 110 96
Payment services 1(m) 38 33
376 460
Other income
Sales of banknote and security products 1(m) 11 37
Rental of Bank premises 3 3
Dividend revenue 1(b) 5 9
Other 6 4
25 53
Net gains/(losses) on securities and foreign exchange
Foreign investments 1(b) (703) (207)
Australian dollar securities 1(b) (45,964) (5,154)
Foreign currency 1(b) 1,769 (3,228)

(44,898) (8,489)
General administrative expenses

Staff costs (260) (247)
Net gains/(losses) on employee provisions 24 3)
Superannuation costs 1(j) (64) (70)
Depreciation of property, plant and equipment 1(e), 8 (55) (52)
Amortisation of computer software 1(f), 7 (20) (22)
Premises and equipment (78) (75)
Other 17) (15)
(470) (483)
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2022 2021
Note $M $M
Other expenses
Banking service fees (91) (78)
Materials used in banknote and security products (64) (40)
Banknote distribution 1) 2
Other (35) (38)
(191) (158)
Net Profit/(Loss) (36,700) (4,332)

Net losses on Australian dollar securities largely reflect unrealised valuation losses from the significant rise
in bond yields during 2021/22. The chapter on OEarnings, Distribution and CapitalO provides additional
analysis over the drivers of these losses.

Note 3 D Distribution Payable to the Commonwealth

Section 30 of the Reserve Bank Act requires that the net profits of the RBA, less amounts transferred to the
RBRF as determined by the Treasurer, shall be paid to the Commonwealth (see Note 1(h)). Also under
section 30, unrealised profits are not available for distribution. Instead they are transferred to the

unrealised profits reserve where they remain available to absorb future valuation losses or are realised
when relevant assets are sold or mature. Unrealised losses are, in the first instance, absorbed within the
unrealised profits reserve where they are offset against unrealised profits accumulated from previous years.
If such losses exceed the balance of the unrealised profits reserve, the amount by which they do so is
initially charged against other components of net profit and then the RBRF, to the extent of the available
balance in this reserve. Any remaining loss is transferred to accumulated losses.

In 2021/22, the RBA recorded an accounting loss which fully depleted the balances in both the unrealised
profits reserve and the RBRF. The remainder of the accounting loss, a sum of $20,836 million, was
transferred to accumulated losses. No dividend was payable to the Commonwealth.

Distribution Payable to the Commonwealth

2022 2021
$M $M
Opening balance 2,671 2,567
Distribution to the Commonwealth (2,671) (2,567)
Transfer from Statement of Distribution b 2,671
As at 30 June b 2,671
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Note 4 D Interest Income and Interest Expense

Interest Income and Interest Expense
Analysis for the year ended 30 June 2022

Interest income

Foreign currency investments
Australian dollar investments
Overnight settlements

Cash collateral provided
Gold loans

Loans, advances and other

Interest expense

Exchange Settlement balances

Deposits from governments

Deposits from overseas institutions
Banknote holdings of banks

Foreign currency repurchase agreements
Australian dollar repurchase agreements
Gold loaned under gold swaps

Cash collateral received

Net interest margin

Analysis for the year ended 30 June 2021
Interest income

Interest expense

Net interest margin

Average balance

M

61,713
532,111
501
267
478
33
595,103

410,163
55,845
18,156
3,008
2,197
5,519
261
386
495,535

336,472
224,991

Average annual

Interest
$M

231
8,637

8,869

299
112

4,432
147

interest rate

Per cent

0.4
1.6
0.1
0.1
0.1
1.2
15

0.1
0.2
0.0
0.1
0.1
(0.1)
0.2)
0.2
0.1
1.4

1.3
0.1
1.3

Interest income for 2021/22 includes $336 million calculated using the effective interest method for

financial assets not at fair value through profit or loss ($276 million in 2020/21). Interest expense for
2021/22 includes $411 million calculated using the effective interest method for financial liabilities not at
fair value through profit or loss ($147 million in 2020/21).

Note 5 D Asset Revaluation Reserves

The composition of the RBAOs asset revaluation reserves (Note 1(g)) is shown below.
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Asset Revaluation Reserves

Gold

Shares in international and other institutions
Property

As at 30 June

Note 6 B Cash and Cash Equivalents

Cash and Cash Equivalents

Cash
Overnight settlements
As at 30 June

2022
Note $M
1(d) 6,644
1(b), 7
1(e), 8 390
7,525
2022
$M
41
441
482

491

2021
$M

5,894
462
397
6,753

2021
$M

17
704
721

Cash and cash equivalents include net amounts of $441 million owed to the RBA for overnight clearances
of financial transactions through the payments system ($704 million at 30 June 2021). Other cash and cash

equivalents include NPAOs bank deposits.

Cash and cash equivalents exclude Australian and foreign short-term investments held to implement
monetary policy or as part of AustraliaOs foreign reserve assets. These investments are disclosed as
Australian dollar investments and foreign currency investments, respectively; further detail is disclosed in

Note 15.

Reconciliation of net cash used in operating activities to Net Profit

Net Profit

Net loss on overseas investments

Net loss on Australian dollar securities
Net (gain)/loss on foreign currency
Depreciation of property, plant and equipment
Amortisation of computer software

Net payments for investments
(Increase) in interest receivable
Increase/(decrease) in interest payable
Cash collateral received

Other

Net cash used in operating activities

RESERVE BANK OF AUSTRALIA

2022
$M

(36,700)
703
45,964
(1,769)
2 55

2 20
(110,603)

(827)

268

325

17
(102,547)

Note

NN

2021
$M

(4,332)
107
5,154
3,228
52
21
(267,996)
(911)
(16)
132
9)
(264,570)
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Note 7 B Other Assets

Other Assets
2022 2021

Note $M $M
Shareholding in Bank for International Settlements 1(b) 534 507
Superannuation asset 1(j), 14 433 b
Computer software 1(f) 83 920
Other 87 119
As at 30 June 1,137 716

At 30 June 2022, the gross book value of the RBAOs computer software amounted to $197.0 million and the
accumulated amortisation on these assets was $114.4 million ($192.9 million and $102.5 million,
respectively, at 30 June 2021). During 2021/22, there were $4.1 million in net additions to computer
software ($18.3 million in 2020/21) and $20.2 million in amortisation expense ($20.9 million in 2020/21).
The RBA had contractual commitments of $0.8 million as at 30 June 2022 for the acquisition of computer
software ($0.8 million at 30 June 2021).

Other assets include receivables of $24.1 million at 30 June 2022 ($33.6 million at 30 June 2021).

There were no contract assets at 30 June 2022 (Note 1(m)).

Note 8 B Property, Plant and Equipment

Property, Plant and Equipment

Land and Plant and
buildings equipment Leased assets Total
™M M $M $M

Gross Book Value as at 30 June 2021 598 357 26 981
Accumulated depreciation (2) (218) (8) (227)
Net Book Value 597 139 18 754
Additions 13 34 4 51
Depreciation expense (16) (34) (5) (55)
Net gain/(loss) recognised in Net Profit b 1 b 1
Net gain/(loss) recognised in Other (6) b b (6)
Comprehensive Income
Disposals b @) b )
Net additions to net book value 9) b Q) (10)
Gross Book Value as at 30 June 2022 603 382 30 1,015
Accumulated depreciation (15) (243) (13) (271)
Net Book Value 588 139 17 744

The net book value of the RBAOs property, plant and equipment includes $48.7 million of work in progress
($48.3 million at 30 June 2021). The carrying amount of leased assets at 30 June 2022 includes
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$12.7 million in property and $4.5 million in plant and equipment ($11.3 million and $6.7 million,
respectively, at 30 June 2021).

As at 30 June 2022, the RBA had contractual commitments of $220.0 million for acquisitions relating to its
property, plant and equipment ($19.2 million at 30 June 2021), of which $88.5 million are due within one
year ($16.6 million at 30 June 2021). Included within these contractual commitments is an amount of
$207.8 million which relates to the refurbishment of the RBAOs Head Office in Sydney, of which

$77.5 million is due within one year.

Note 9 B Deposits

Deposits
2022 2021
$M $M
Exchange Settlement balances 420,211 341,800
Australian Government 89,595 61,539
State governments 37 44
Foreign governments, foreign institutions and international organisations 3,914 12,193
Other depositors 0 0
As at 30 June 513,757 415,576
Note 10 Db Other Liabilities
Other Liabilities
2022 2021
Note $M $M
Provisions
Provision for annual and other leave 1() 31 29
Provision for long service leave 1() 51 56
Provision for post-employment benefits 1() 78 98
Other 2 4
162 187
Other
Securities sold under agreements to repurchase 1(b) 7,893 996
Payable for unsettled purchases of securities 1(b) 143 1,480
Foreign currency swap liabilities 1(b) 1,572 383
Interest accrued on deposits 1(b) 271 5
Superannuation liability 1(j), 14 b 23
Other 74 86
9,953 2,973
Total Other Liabilities as at 30 June 10,115 3,160
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The RBAOs provision for its post-employment benefits was $20.0 million lower in 2021/22, largely due to a
rise in discount rates used to measure the estimated future cost of providing these benefits in present
value terms. Benefits of $4.6 million were paid out of the provision for post-employment benefits in
2021/22. The balance of the provision will change if assumptions about the length of staff service, the
longevity of retired staff, future costs of providing benefits, or discount rates vary.

Other provisions include amounts for workers compensation.

Other liabilities include contract liabilities of $11.3 million mainly relating to unearned revenue from the
provision of the CLF (Note 1(m)) and $18.9 million in lease liabilities. Interest on lease liabilities was
$0.2 million in 2021/22.

Note 11 B Contingent Assets and Liabilities

Committed Liquidity Facility

Since 1 January 2015, the RBA has provided a CLF to eligible ADIs as part of AustraliaOs implementation ¢
the Basel Ill liquidity standards. The CLF provides ADIs with a contractual commitment to funding under
repurchase agreements with the RBA, subject to certain conditions. It was established to ensure that ADIs
are able to meet their liquidity requirements under Basel Ill. The CLF was originally made available to ADIs
in Australia because the supply of high-quality liquid assets (HQLA) was lower in Australia than is typical in
other major economies (in other countries, these liquidity requirements are usually met by banks® HQLAs
on their balance sheet). While the RBA administers the CLF, the Australian Prudential Regulation Authority
(APRA) determines which institutions have access to the facility and the limits available. Any drawdown
must meet certain conditions, including: APRA does not object to the drawdown; and the RBA assesses
that the ADI has positive net worth. Accordingly, the potential funding under the CLF is disclosed as a
contingent liability; repurchase agreements associated with providing funding are disclosed as a
contingent asset. If an ADI drew on the CLF, the funds drawn would be shown as a deposit liability of the
RBA, and the counterpart repurchase agreement as an Australian dollar investment.

In September 2021, APRA and the RBA assessed that there was sufficient HQLA for locally incorporated
ADIs to meet their liquidity requirements without the need to utilise the CLF. Accordingly, APRA expects
ADIs to reduce their usage of the CLF to zero by the end of 2022. This transition is being made in a series
of steps over 2022.

APRA has stated that the CLF will remain available should it need to be reactivated in the future to meet
shortfalls in the availability of HQLA.

The aggregate undrawn commitment of the CLF at 30 June 2022 totalled $65 billion for 12 ADIs
($115 billion for 14 ADIs at 30 June 2021).

Bank for International Settlements

The RBA has a contingent liability for the uncalled portion of its shares held in the BIS amounting to
$69.6 million at 30 June 2022 ($68.3 million at 30 June 2021).
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Insurance

The RBA carries its own insurance risks except when external insurance cover is considered to be more
cost-effective or is required by legislation.

Performance guarantees

In the course of providing services to its customers, the RBA provides performance guarantees to third
parties in relation to customer activities. Such exposure is not material and has not given rise to losses in
the past.

Similarly, the RBA has provided a performance guarantee for pension payments to members of the
Reserve Bank of Australia UK Pension Scheme in relation to a UK insurer. This exposure is not material.
Further detalil is provided in Note 14.

Note 12 b Key Management Personnel

The key management personnel of the RBA are the Governor and Deputy Governor, non-executive
members of the Reserve Bank Board, non-executive members of the Payments System Board and the
Assistant Governors, who are the senior staff responsible for planning, directing and controlling the
activities of the RBA. There were 20 of these positions in 2021/22 (unchanged from 2020/21). A total of

20 individuals occupied these positions for all or part of the financial year (23 in the previous year).
Following the resignation of Dr Guy Debelle as Deputy Governor of the Reserve Bank of Australia in March
2022, Ms Michele Bullock was appointed to the position in April 2022. Ms BullockOs previous position of
Assistant Governor (Financial System) was filled in July 2022.

The positions of Governor and Deputy Governor are designated as Principal Executive Offices in terms of
the Remuneration Tribunal Act 19@8ch provides for the Remuneration Tribunal to determine the
applicable remuneration for these positions. Within the parameters determined by the Remuneration
Tribunal, the Reserve Bank Board Remuneration Committee, comprising three non-executive members,
makes a recommendation on remuneration for these positions for the approval of the Board, which is the
OGemploying bodyO for the positions. In accordance with provisions of the Reserve Bank Act, neither the
Governor nor the Deputy Governor takes part in decisions of the Reserve Bank Board relating to the
determination or application of any terms or conditions on which either of them holds office. In June

2021, the Remuneration Tribunal determined that no adjustment would be made at that time to the
remuneration of offices in its jurisdiction, including Principal Executive Offices. Accordingly, the
remuneration reference rates for these positions of Governor and Deputy Governor were unchanged in
2021/22 at $1,061,210 (superannuable salary of $774,683) for the Governor and $795,910 (superannuable
salary of $581,014) for the Deputy Governor. Remuneration of any individual occupying these positions in
2021/22 was at the applicable reference rate. No performance payments were made to any individual
while occupying these positions in 2021/22.

Fees for non-executive members of the Reserve Bank Board and the Payments System Board are
determined by the Remuneration Tribunal. The Governor determines the rates of remuneration of the
Assistant Governors. For staff generally, remuneration aims to be market competitive and designed to
attract and retain appropriately skilled people. Remuneration levels for employees are externally
benchmarked.
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The disclosure of key management personnel remuneration is based on AASR|ARHBParty
Disclosureas shown below. The figures are disclosed on an accruals basis and show the full cost to the
consolidated entity; they include all leave and fringe benefits tax charges.

Key Management Personnel Remuneration

2022 2021
$ $
Short-term employee benefits 5,007,991 5,125,974
Post-employment benefits 797,946 805,758
Other long-term employee benefits 56,471 304,513
Termination benefits b b
Total compensation(® 5,862,408 6,236,245

(a) Within the group of key management personnel, 18 individuals (21 in 2020/21) were remunerated and included in this table; the two key
management personnel that are not remunerated are the individuals who held the positions of Secretary to the Treasury, as a member of
the Reserve Bank Board, and the Chair of APRA, as a member of the Payments System Board.

Short-term benefits include salary and, for relevant executives, lump-sum performance payments and
motor vehicle, car parking and health benefits (including any fringe benefits tax on these benefits).

Post-employment benefits include superannuation and, in the case of executives, an estimate of the cost
to provide health benefits in retirement. Other long-term employee benefits include long service leave

and annual leave, as well as the effect of revaluing previously accrued leave entitlements in accordance
with AASB 119 (see Note 10).

There were no loans to Board members or other key management personnel during 2021/22 and

2020/21. Transactions with Board member-related entities and key management personnel that occurred
in the normal course of the RBAOs operations were incidental and conducted on terms no more favourable
than similar transactions with other employees or customers, and at arms-length; any vendor relationships
with such entities complied with the RBAOs procurement policy.

Note 13 B AuditorOs Remuneration

AuditorOs Remuneration

2022 2021
$ $
Fees paid or payable to the statutory auditor (Australian National Audit Office) 441,091 409,000

for audit services

KPMG has been contracted by the Australian National Audit Office (ANAO) to provide audit services for the
external audit of the RBA and the RBAOs subsidiary, NPA.

During 2021/22, KPMG earned additional fees of $52,019 for non-audit services that were separately
contracted by the RBA ($34,395 in 2020/21). These fees included professional services provided to the RB/
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Note 14 B Superannuation Funds

The RBA sponsors two superannuation funds: RB Super and the Reserve Bank of Australia UK Pension
Scheme.

RB Super is a hybrid plan, with a mix of defined benefit members, defined contribution members and
pensioners. Current and future benefits are funded by member and RBA contributions and the existing
assets of the scheme. Defined benefit members receive a defined benefit in accordance with RB SuperOs
plan rules. Most members have unitised accumulation balances, which comprise employer contributions
and membersO personal contributions plus earnings on these contributions. Defined benefit membership
was closed to new RBA staff from 1 August 2014. From that date, new staff have been offered defined
contribution superannuation. The RBA does not have a role in directly operating or governing RB Super
and has no involvement in the appointment of the RB Super Trustees.

The UK Pension Scheme is a closed defined benefit scheme subject to relevant UK regulation. In 2018, the
Trustees, with agreement from the RBA, entered into the buy-in side of a bulk purchase annuity contract
with Aviva Life and Pensions UK Limited (Aviva) to reduce the funding risk in relation to the UK Pension
SchemeOs pension liabilities. During 2019 and 2020, the Trustees completed their work with Aviva to
convert the buy-in policy to a buy-out policy, thereby fully securing members® benefits with Aviva. The
process of winding up the Scheme is expected to be completed in early 2022/23. Defined benefit accrual
for current members ceased on 30 June 2018. From that date, current and new staff have been offered
defined contribution arrangements in a separate fund.

Funding valuation

An independent actuarial valuation of RB Super is conducted every three years. The most recent review
was completed for the financial position as at 30 June 2020 using the Attained Age Funding method.
Accrued benefits were determined as the value of the future benefits payable to members (allowing for
future salary increases), discounted by the expected rate of return on assets held to fund these benefits. At
the time of this review, the surplus was $313 million. On the same valuation basis, the RB Super surplus as
at 30 June 2022 amounted to $614 million. The RBA maintained its contribution rate to fund defined
benefit obligations at 18.3 per cent of salaries in 2021/22, consistent with the actuaryOs recommendation.

Accounting valuation

For financial statement purposes, disclosures required by AASB 119 are provided only for RB Super, as the
UK Pension Scheme is not material.

Actuarial assumptions

Principal actuarial assumptions for the AASB 119 valuation of RB Super

2022 2021
Per cent Per cent
Discount rate (gross of t&&) 5.5 3.6
Future salary growtf) 3.0 3.0
Future pension growth) 3.0 3.0

(a) Based on highly rated Australian dollar-denominated corporate bond yields.
(b) In 2021, this includes a short-term assumption of 2.0 per cent for the first two years of the projections.
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Maturity analysis
The weighted average duration of the defined benefit obligation for RB Super is 17 years (20 years at
30 June 2021).

Expected maturity profile for defined benefit obligations of RB Super

2022 2021

Per cent Per cent
Less than 5 years 19 14
Between 5 and 10 years 18 14
Between 10 and 20 years 29 27
Between 20 and 30 years 19 22
Over 30 years 15 23
Total 100 100

Risk exposures
Key risks from the RBAOs sponsorship of the RB Super defined benefit plan include investment, interest rat
longevity, salary and pension risks.

Investment risk ithe risk that the actual future return on plan assets will be lower than the assumed rate.
Interest rate rigkthe exposure of the defined benefit obligations to adverse movements in interest rates. A
decrease in interest rates will increase the present value of these obligations.

Longevity rigk the risk that RB Super members live longer, on average, than actuarial estimates of life
expectancy.

Salary risis the risk that higher than assumed salary growth will increase the cost of providing a salary-
related pension.

Pension rigk the risk that pensions increase at a faster rate than assumed, thereby increasing the cost of
providing them.

The table below shows the estimated change in the defined benefit obligation resulting from movements

in key actuarial assumptions. These estimates change each assumption individually, holding other factors
constant; they do not incorporate any correlations among these factors.

Change in defined benefit obligation

2022 2021
$M $M
Change in defined benefit obligation from an increase of 0.25 percentage points in:
b Discount rate (gross of tax) (54) (86)
b Future salary growth 10 18
D Future pension growth 44 68
Change in defined benefit obligation from a decrease of 0.25 percentage points in:
b Discount rate (gross of tax) 57 93
b Future salary growth (20) (18)
b Future pension growth (42) (65)
Change in defined benefit obligation from an increase in life expectancy of one year 31 49
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Asset distribution
Distribution of RB SuperOs assets used to fund membersO defined benefits at 30 June

Per cent of fund assets

2022 2021
Cash and short-term securities 2 2
Fixed interest and indexed securities 9 9
Australian equities 27 28
International equities 27 26
Property 10 10
Private equity 10 10
Infrastructure 10 10
Alternative strategies 5 5
Total 100 100

AASB 119 Reconciliation

The table below contains a reconciliation of the AASB 119 valuation of RB Super. These details are for the
defined benefit component only, as the RBA faces no actuarial risk on defined contribution balances and
these balances have no effect on the measurement of the financial position of RB Super.

AASB 119 Reconciliation

2022 2021
™M M

Opening balances:
Net market value of assets 1,581 1,325
Accrued benefits (1,604) (1,572)
Opening superannuation asset/(liability) (23) (247)
Change in net market value of assets (10) 256
Change in accrued benefits 467 (32)
Change in superannuation asset/(liability) 456 224
Closing balances:
Net market value of assets 1,571 1,581
Accrued benefits (1,138) (1,604)
Closing superannuation asset/(liability) 433 (23)
Interest income 56 46
Benefit payments (49) (49)
Return on plan assets (36) 240
Contributions from RBA to defined benefit schemes 19 19
Change in net market value of assets (10) 256
Current service cost (44) (44)
Interest cost (58) (54)
Benefit payments 49 49
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2022 2021
$M $M

Gains/(losses) from change in demographic assumptions b (58)
Gains/(losses) from change in financial assumptions 524 21
Gains/(losses) from change in other assumptions 4) 54
Change in accrued benefits 467 (32)
Current service cost (44) (44)
Net Interest (expense)/income 2) (8)
Productivity and superannuation guarantee contributions (12) (12)
Superannuation (expense)/income included in profit or loss (57) (63)
Actuarial remeasurement gain/(loss) 484 257
Superannuation (expense)/income included in Statement of 426 194

Comprehensive Income

The components of this table may not add due to rounding.

Note 15 P Financial Instruments and Risk

As the central bank in Australia, the RBA is responsible for implementing monetary policy, facilitating the
smooth functioning of the payments system and managing AustraliaOs foreign reserve assets.
Consequently, the RBA holds a range of financial assets, including government securities, repurchase
agreements and foreign currency swaps. With regard to financial liabilities, the RBA issues AustraliaOs
banknotes and takes deposits from its customers, mainly the Australian Government, and eligible financial
institutions. The RBA also provides banking services to its customers and operates AustraliaOs high-value
payments and interbank settlement systems.

Financial risk

The RBA is exposed to a range of financial risks that reflect its policy and operational responsibilities. These
risks include market risk, liquidity risk and credit risk. The chapters on OOperations in Financial MarketsO a
ORisk ManagementO provide information on the RBAOs management of these financial risks. The RBAOs

approach to managing financial risk is set out in the Risk Appetite Statement available on the RBA website.

Market risk

Market risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because
of changes in market prices. In the RBAOs case, market risk comprises foreign exchange risk and interest r
risk.

Foreign exchange risk

Foreign exchange risk is the risk that the fair value or cash flows of the RBAOs foreign currency assets and
liabilities will fluctuate because of movements in exchange rates. The RBAOs net foreign currency exposure
as at 30 June 2022 was $52.6 billion ($51.6 billion as at 30 June 2021). An appreciation in the Australian
dollar would result in valuation losses, while a depreciation would lead to valuation gains. The overall level
of foreign currency exposure is determined by policy considerations. Foreign currency risk can be

mitigated to a limited extent by holding assets across a diversified portfolio of currencies. The RBA holds
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foreign reserves in seven currencies B the US dollar, euro, Japanese yen, Canadian dollar, Chinese renmin
UK pound sterling and South Korean won.

The RBA also undertakes foreign currency swaps to assist its daily domestic liquidity management and in
managing foreign reserve assets and AustraliaOs foreign currency commitments as a member of the IMF.
These instruments carry no foreign exchange risk.

Concentration of foreign exchange
The RBAOs net holdings of foreign exchange (excluding Special Drawing Rights and Asian Bond Fund 2)
were distributed as follows as at 30 June.

Concentration of foreign exchange

Per cent of foreign exchange

2022 2021
US dollar 55 55
Euro 20 20
Japanese yen 5 5
Canadian dollar 5 5
Chinese renminbi 5 5
UK pound sterling 5 5
South Korean won 5 5
Total foreign exchange 100 100

Sensitivity to foreign exchange risk

The sensitivity of the RBAOs profit and equity to a movement of +/D10 per cent in the value of the
Australian dollar exchange rate as at 30 June is shown below. These figures are generally reflective of the
RBAQOs exposure over the financial year.

Sensitivity to foreign exchange risk

2022 2021
$M $M
Change in profit/equity due to a 10 per cent:
b appreciation in the reserves-weighted value of the A$ (4,812) (4,693)
b depreciation in the reserves-weighted value of the A$ 5,881 5,736

Interest rate risk

Interest rate risk is the risk that the fair value or cash flows of financial instruments will fluctuate because of
movements in market interest rates. The RBA faces interest rate risk because most of its assets are financic
assets that have a fixed income stream, such as Australian dollar and foreign currency securities. The price
of such securities rises when market interest rates decline, and it falls if market rates rise. Interest rate risk
increases with the maturity of a security. Interest rate risk on foreign assets is controlled through limits on
the duration of these portfolios.
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Sensitivity to interest rate risk

The figures below show the effect on the RBAOs profit and equity of a movement of +/D1 percentage point
in interest rates, given the level, composition and modified duration of the RBAOs foreign currency and
Australian dollar securities as at 30 June. The increase in interest rate risk on Australian dollar securities is
primarily due to purchases under the bond purchase program, which have increased the RBAOs holdings a
30 June 2022. Purchases under the program concluded in February 2022.

Sensitivity to interest rate risk

2022 2021
™M $M
Change in profit/equity due to movements of +/D1 percentage point across yield curves:
b Foreign currency securities y/+282 y/+294
P Australian dollar securities y/+16,313 y/+13,650
Liquidity risk

Liquidity risk is the risk that the RBA will not have the resources required at a particular time to meet its
obligations to settle its financial liabilities. As the ultimate source of liquidity in Australian dollars, the RBA
can create liquidity in unlimited amounts in Australian dollars at any time. A small component of the RBAOs
liabilities is in foreign currencies, namely foreign repurchase agreements and, at times, obligations to
repurchase gold sold under gold swap agreements.

Liquidity risk may also be associated with the RBA, in extraordinary circumstances, being forced to sell a
financial asset at a price less than its fair value. The RBA manages this risk by holding a diversified portfolic
of highly liquid Australian dollar and foreign currency assets.

The analysis of portfolio maturity in the table that follows is based on the RBAOs contracted portfolio as
reported in the RBAOs Statement of Financial Position. All financial instruments are shown at their
remaining term to maturity, which is equivalent to the repricing period. Other liabilities include amounts
outstanding under repurchase agreements and obligations to repurchase gold sold under gold swap
agreements. Foreign currency swaps reflect the gross contracted amount of the RBAOs outstanding foreign
currency swap positions.
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Credit risk

Credit risk is the potential for financial loss arising from an issuer or counterparty defaulting on its
obligations to repay principal, make interest payments due on an asset, or settle a transaction. The RBAOs
credit exposure is managed within a framework designed to contain risk to a level consistent with its very
low appetite for such risk. In particular, credit risk is controlled by holding securities issued by a limited
number of highly rated governments, government-guaranteed agencies and supranational organisations
and holding high-quality collateral under reverse repurchase agreements.

The RBA held no impaired assets at 30 June 2022 or 30 June 2021.

The RBAOs maximum exposure to credit risk for each class of recognised financial assets, other than
derivatives, is the carrying amount of those assets as indicated in the balance sheet.

The RBAOs maximum credit risk exposure to derivative financial instruments is:

1. Foreign exchange swép#s at 30 June 2022, the RBA was under contract to purchase $25.9 billion of
foreign currency ($23.7 billion at 30 June 2021) and sell $34.8 billion of foreign currency ($28.2 billion
at 30 June 2021). As of that date there was a net unrealised gain of $0.5 billion on these swap positions
included in net profit (less than $0.1 billion unrealised loss at 30 June 2021).

The RBA has a credit exposure from foreign exchange swaps because of the risk that a counterparty
might fail to deliver the second leg of a swap, a sum that would then have to be replaced in the
market, potentially at a loss. To manage credit risk on both foreign exchange and gold swaps (see
OGold exchanged under gold swap agreementsO below), the RBA exchanges collateral with
counterparties under terms specified in credit support annexes (CSAs), which cover the potential cost
of replacing the swap position in the market if a counterparty fails to deliver. The RBAOs CSAs specify
that only Australian dollar cash is eligible as collateral. Under CSAs, either party to the agreement may
be obliged to deliver collateral with interest paid or received on a monthly basis. At 30 June 2022, the
RBA held $0.4 billion of collateral ($0.1 billion of collateral was held at 30 June 2021).

2. Bond future® As at 30 June 2022, the RBA did not hold any bond futures contracts (as at 30 June 2021,
the amount of credit risk on margin accounts associated with bond futures contracts held by the RBA
was approximately $2.4 million with unrealised losses of less than $0.1 million on those contracts).

Assessment of expected credit loss under AASB 9

The RBA assesses its financial assets carried at amortised cost, mainly its reverse repurchase agreements,
gold swaps and foreign currency-denominated balances held with other central banks, for any

deterioration in credit quality which could result in losses being recorded. The RBAOs assessment is done
on an individual exposure basis and takes account of: the counterparties with which balances are held; the
collateral, if any, it holds against exposures and the terms upon which collateral is margined; and the
remaining terms to maturity of such exposures. Based on the assessment at 30 June 2022, the provision fol
expected credit losses was immaterial.

Collateral held under reverse repurchase agreements

Cash invested under reverse repurchase agreements in overseas markets is secured against government
securities or securities issued by US agencies; the RBA takes and maintains collateral to the value of

102 per cent of the cash invested.
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Cash invested under Australian dollar reverse repurchase agreements is secured by securities issued by
Australian governments, supranational organisations, banks and various corporate and asset-backed
securities. The RBA holds collateral equivalent to the amount invested plus a margin according to the risk
profile of the collateral held. If the current value of collateral falls by more than a predetermined amount,
the counterparty is required to provide additional collateral to restore this margin; the thresholds are
specified in the legal agreement that governs these transactions. The management of collateral and cash
associated with tri-party repurchase agreements is conducted through a third party, in this case the
Australian Securities Exchange. The terms and requirements of tri-party repurchase agreements are
broadly consistent with bilateral agreements and the RBA manages the risk in a similar way. The RBA does
not sell or re-pledge securities held as collateral under reverse repurchase agreements.

Collateral provided under repurchase agreements

At 30 June 2022, the carrying amount of securities sold and contracted for purchase under repurchase
agreements was $7.9 billion ($1.0 billion at 30 June 2021). Terms and conditions of repurchase agreements
are consistent with those for reverse repurchase agreements disclosed above.

Gold exchanged under gold swap agreements

Credit exposure from gold swaps is managed under CSAs the RBA has established with its swap
counterparties, which cover both gold swaps and foreign exchange swaps. Australian dollar cash collateral
is exchanged to cover the potential cost of replacing swap positions in the market if a counterparty fails to
meet their obligations. The potential cost is assessed as the net costs of replacing all outstanding swap
positions covered by the CSA.

There was no gold swap agreement outstanding at 30 June 2022 or 30 June 2021.

Concentration of credit risk

As noted, the RBA operates to minimise its credit risk exposure through comprehensive risk management
policy guidelines. The following table indicates the concentration of credit risk in the RBAOs investment
portfolio at 30 June.

Concentration of credit risk

Risk rating of Per cent of Investments
security/ Risk rating of
issuef® counterparties® 2022 2021
Australian dollar investments
Holdings of Australian Government Aaa n/a 43.8 37.8
Securities
Holdings of semi-government Aaa n/a 2.7 0.1
securities
Aa n/a 7.7 8.7
Securities purchased under reverse Aaa Aa 22.4 29.1
repurchase agreements
Aaa A 5.9 7.0
Aaa Baa 1.3 1.4
Aaa OthepP) 0.2 0.5
Aa Aa 0.7 0.5
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Risk rating of Per cent of Investments
security/ Risk rating of
issuef@ counterparties(@ 2022 2021
Aa A 0.8 1.3
Aa Baa 0.3 0.1
Aa Othel®) 0.0 0.3
A Aa 0.3 0.2
A A 0.6 0.7
A Baa 0.2 0.1
A Othef®) 0.0 1)
Baa Aa 0.0 0.0
Baa A 0.1 0.1
Baa Baa 0.0 0.0
Baa OthéP) 0.0 1)
Securities sold under repurchase Aaa Aa 0.6 0.1
agreements
Aaa A 0.1 b
Aaa Othep) 0.0 1)
Aa Aa 0.0 b
Foreign investments
Holdings of securities Aaa n/a 3.2 3.5
Aa n/a 0.7 15
A n/a 2.8 25
Other n/a 0.3 b
Securities purchased under reverse Aaa Aa 0.4 0.1
repurchase agreements
Aaa A 0.0 b
Aa A 0.2 b
Securities sold under repurchase Aaa Aa 0.4 b
agreements
Aaa A 0.2 b
Deposits n/a Aaa 0.4 0.4
n/a Aa 0.0 0.0
n/a A 1.9 2.4
n/a Ba 0.0 b
n/a B 0.0 b
n/a Othef®) 0.1 0.1
Other Aaa A 0.0 0.1
Aaa Othep) 0.0 1)
n/a Aaa 0.0 b
n/a Aa 0.2 b
n/a A 0.0 b
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Risk rating of
security/ Risk rating of
issuef@ counterparties(@ 2022 2021

Other assets 15 1.4
100.0

Per cent of Investments

100.0
(a) Average of the credit ratings of the three major rating agencies, where available.
(b) This category includes counterparties that are not rated.

Note 16 P Fair Value

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at measurement date. This is the quoted market price if one is
available. The RBAOs financial assets measured at fair value include its holdings of Australian dollar
securities, foreign government securities, bond futures, foreign currency swap contracts and its
shareholding in the BIS. Non-financial assets carried on the balance sheet at fair value include the RBAOs
property and gold holdings. Other than derivatives, there are no financial liabilities measured at fair value.

AASB 13 requires financial and non-financial assets and liabilities measured at fair value to be disclosed
according to their position in the fair value hierarchy. This hierarchy has three levels: valuation for Level 1 is
based on quoted prices in active markets for identical assets; for Level 2, valuation is based on quoted
prices or other observable market data not included in Level 1; Level 3 includes inputs to valuation other
than observable market data.

The table below presents the RBAOs assets and liabilities measured and recognised at fair value and their
classification within the fair value hierarchy at 30 June 2022.

Fair Value Hierarchy D as at 30 June 2022

Fair Value

Amortised
Level 1 Level 2 Level 3 Cost Total
$M $M $M ™M $M
As at 30 June 2022
Financial assets
At fair value through profit or loss
P Australian dollar securities 332,829 3,693 b n/a 336,522
b Foreign government securities 40,911 5,582 b n/a 46,493
b Foreign currency swaps 0 1,331 b n/a 1,331
At fair value through other
comprehensive income
B Shares in international and other b b 534 n/a 534
institutions
At amortised cost n/a n/a n/a 220,798 220,798
373,740 10,606 534 220,798 605,678
Non-financial assets
b Land and buildings b b 588 12 600
b Gold holdings 6,772 b b n/a 6,772
b Other b b b 724 724
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Total assets
Financial liabilities
At fair value through profit or loss

b Foreign currency swaps

Not at fair value through profit or loss

Non-financial liabilities
Total liabilities

Fair Value
Level 1 Level 2
$M $M
6,772 b
380,512 10,606
b 856
n/a n/a
b 856
n/a n/a
b 856

Fair Value Hierarchy D as at 30 June 2021

As at 30 June 2021

Financial assets

At fair value through profit or loss
b Australian dollar securities
b Foreign government securities
b Foreign currency swaps

At fair value through other
comprehensive income

P Shares in international and other
institutions

At amortised cost

Non-financial assets
b Land and buildings
b Gold holdings
b Other

Total assets

Financial liabilities

At fair value through profit or loss
b Foreign currency swaps

Not at fair value through profit or loss

Non-financial liabilities

RESERVE BANK OF AUSTRALIA

Fair Value
Level 1 Level 2
$M $M
250,029 2,705
35,386 4,982
b 212
b b
n/a n/a
285,415 7,899
b b
6,021 b
b b
6,021 b
291,436 7,899
b 220
n/a n/a
b 220
n/a n/a

Amortised
Level 3 Cost Total
$M $M $M
588 736 8,096
1,122 221,534 613,774
b n/a 856
n/a 625,168 625,168
b 625,168 626,024
n/a 193 193
b 625,361 626,217
Amortised
Level 3 Cost Total
$M $M $M
b n/a 252,734
b n/a 40,368
b n/a 212
510 n/a 510
n/a 239,125 239,125
510 239,125 532,949
597 12 609
b n/a 6,021
b 318 318
597 330 6,948
1,107 239,455 539,897
b n/a 220
n/a 516,409 516,409
b 516,409 516,629
n/a 263 263
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Fair Value

Amortised
Level 1 Level 2 Level 3 Cost Total
$M $M $M $M $M
Total liabilities b 220 b 516,672 516,892

The RBADs Level 2 financial instruments include foreign currency swaps priced with reference to an active
market yield or rate, but which have been interpolated to reflect maturity dates. Prices for some Australian
dollar and foreign currency-denominated securities are derived from markets that are not considered
active.

Level 3 assets include the RBAOs shareholding in the BIS and its property (excluding leased property, whic
is recorded at amortised cost). The shareholding in the BIS is valued using the net asset value, as publishet
in annual financial statements of the BIS, less a discount of 30 per cent. The discount applied is based on a
Hague Arbitral Tribunal decision on compensation paid to former private shareholders in 2002, which
remains the latest repurchase conducted by the BIS. Fair values of the RBAOs property incorporate factors
such as net market income and capitalisation rates, for property valued using an income capitalisation or a
discounted cash flow approach, and depreciation rates for property valued using a depreciable
replacement cost methodology.

There were no transfers between levels within the fair value hierarchy during the financial year.

Movements in the fair value of the RBAOs property during the financial year are detailed in Note 8. Fair valu
changes in the RBAOs shareholdings in international and other institutions reflect valuation movements
recognised in Other Comprehensive Income and the divestment of the RBAOs interest in NPP Australia
Limited.

Note 17 D Subsequent Events

Unless otherwise disclosed in these financial statements, there are no events subsequent to 30 June
2022 to be disclosed¥
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Hnancial StamentsIndependent
Auditor® Report

To the Treasurer

Opinion

In my opinion, the financial seahents of the 8sere Bank of éstralia and its subsidyafbgether the
Consolidaed Entiy) br the year ended 3Qune 2022

a. comply with Australian Acounting Standals and theFublic ®@vernane, Riformane and
Accountabiliyy (fhancial Bpoting) Rule 201&nd

b. present faly the financial position of theo@solidaed Entiy as at 30une 2022nd its financial
performance and cash fles br the year then ended

The financial staiments of the Gnsolidaed Entiy, which | hee audied, compise the éllowing as at
30June 2022nd br the year then ended:

¥ Staement of Asurance;

Staement of ancial Bsition;
Staement of @mprehensie hcome;
Staement of Disibution;

Staement of Changes imgHity;

Cash fow Staement; and

K K K K K K

Notes b and Brming Rart of the financial statnents compising a summar of sigiificant accounting
policies and other explaray information.

Basis br opinion

| conduded my audit in accatance with the Astralian Nationalulit Office Aiditing Standats, which
incomporate the Aistralian Aditing Standats. My responsibilities under those standsuae fuither
descibed in theAudibr® Rsponsibilities for the Audit ofitren&ial Statmentsedion of my eport. | am
independent of the @Gnsolidaed Entiy in accadance with theelevant ethicalequirments ér financial
staement audits condued by me These include thestevant independenceequirements of the
Accounting Fofessional and Ethical Starda®ard® APES 11bde of fhics for @fessionalodountants
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(including Independen8tandais)(the Wde) b the exent that they ae not in conflitwith the Audibr-
Geneal At 19971 hae also fulfilled mother esponsibilities in acadance with the 6de. | belige that
the audit eidence | hee obtained is sufficient and appriate to provide a basiof my opinion.

Key audit matters

Key audit maters ae those mattrs that, in m professional judgement, e of most sigificance in g
audit of the financial statnents of the cuent peiod. These maters vere addessed in the coett of my
audit of the financial statnents as a whol@nd indrming my opinion theeon, and | do not pride a
separag opinion on these magts

Key audit matter
Valuation of Australian dollar and foreign currency investments
Refer & noe 1A8counting BliciesO and edts GENcial Instruments angk®

Valuation of Aistralian dollar anaieign curency investments was aglg audit matér due o their
significant sie relative 1o the Rsewe Bank of éstrali® staément of financial position ($604,68Blion
as at 3@une 2022) and the complexinheent in auditing a wide range ofvestments which use
different valuation methodoloigs and vaying piicing souces

The pottfolio of investments pimaiily compises Aistralian dollar sedties breign curency secuities
repurchase ageements deposits with other central banksd éreign curency swap contrats. All
investments a measuwed at fair value erpt br reverse epurchase ageements and deposits whichear
measued at amotised cost.

How the audit addressed the mdter

To audit the valuation ofustralian dollar anaifeign curency investments | peformed the bllowing
audit pocedues:

¥ teskd the desig, implementation and operating effiveness of &y contols over the accura
recording of the puchase and sale ofviestments including hformation EBchnology @neral ©ntrols
on the Rsere Bank of éstrali® irvestment trading systn;

¥ teskd the desig, implementation and operating effiveness of &y contiols oser valuation of
investments including hformation Bchnology @neral ©ntrols on the Bsewe Bank of éstrali®
secuities valuation sys;

¥ tesked the desig, implementation and operating effiveness of &y contiols elevant b the ongoing
monitoring of the collaralisation ofapurchase ageements including those established astpafr
the Berm Runding Rcility; and

¥ teskd year end valuations ofustralian dollar anafeign curency secuities using thedllowing
procedues:
checled all yar end valuations ofuétralian dollar anafeign govemmentsecuities and dreign
cumency swaps against independentig@ng souces;

independently ésid the yarend valuations of abhreign curency swaps using publiclyailable
information;

checled whether alleverse epurchase aggements vere collaeralised in line with theeRere
Bank of@strali® polig. As pat of this br a sample of sedties held as collatal | aceed
valuations @ independent picing souces; and
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requestd and obtained independent confiation fom other central bankgegading the value
of deposits held with them.

Other information

The Accountable Aithority is esponsibledr the other irdrmation. Tie other inbrmation compises the
information included in the annuaport for the year ended 3June 202dut does not include the
financial statments and rp audibr® epott thereon.

My opinion on the financial seahents does not a@r the other irdrmation, and accdingly | do not
express ag form of assurance conclusion then.

In connedion with my audit of the financial sehents my responsibiliy is b read the other irdrmation
and, in doing spconsider whether the other ammation is magrially inconsigint with the financial
staements or ng knowledge obtained in the audit, or otlveise appearsotbe maernally misstadd.

If, based on the wrk | hare pefformed, | conclude that theris a madrial misstagment of this other
information, | amequired o report that fad. | hae nothing b reportt in this egad.

Accountable Authorit y® responsibility for the financial staements

As the Acountable Aithority of the ©nsolidaed Entiy, the Gvemor is esponsible under thBublic
Governone, Riformone ond &countobility At 2013the Act) for the peparation and fair psentation of
annual financial staments that comply with dstralian Acounting Standals and the rules made under
the Act. The Gvemor is alsoasponsibledr such inémal contol as the Gvemor detemmines is necessar
to enable the mparation of financial sixhents that a free fom matrial misstagment, whether duect
fraud or eror.

In prepaiting the financial statments the G@vemor is esponsibledr assessing the abjlibf the
Consolidaed Entiy to continue as a going coneertaking into account whether the enti® operations
will cease as asult of an administravestrudure or br ary other eason. fie Gvemor is also
responsibledr disclosingas applicablenaters elated to going concen and using the going conaer
basis of accountinginless the assessment indésathat it is not apppriate.

Auditor® responsibilities for the audit of the financial staements

My objedive is b obtain easonable assurance about whether the financiarstits as a wholeafree
from matrial misstatment, whether dueatfraud or eor, and b issue an audit® eport that includes
my opinion. Basonable assurance is a higlelef assurangdut is not a guaraeé that an audit
conduded in accadlance with the Astralian Nationalualit Office Aiditing Standads will alwgis deect a
material misstagment when it existdvisstaements can ase fom fraud or eor and ae considezd
material it individually or in the agggat, they could easonably be expéed o influence the economic
decisions of users &k on the basis of the financial staents

As pat of an audit in accdance with the Astralian Nationalualit Office Aiditing Standats, | eercise
professional judgement and maintairofessional scepticism tiughout the audit. | also:

¥ identify and assess thisks of matrial misstatment of the financial setnents whether dued fraud
or eror, desig and peform audit ppcedules esponsie to those isks and obtain auditvedence that
is sufficient and apppriate to provide a basi©f my opinion. Te iisk of not dezcting a maerial
misstaement esulting fom fraud is higher thaf one esulting fom eror, as fraud mainvolve
collusion,drgery, inentional omissionsnisepresentationsor the eemride of inemal contol;

RESEWRE BANK OFUSTRALIA ANMU REPORD 2022 247



FINANCIAL ATEMENS

¥ obtain an understanding of imal contol relevant b the audit in ater © desigh audit pocedues
that ae appopriate in the cicumstancesbut not ér the pupose of expggssing an opinion on the
effectiveness of the @hsolidaed Entiy® inemal contol;

¥ evaluat the appopriateness of accounting policies used and #esponableness of accounting
estimaes andelaied disclosues made B the Acountable Athority;

¥ conclude on the apmpriateness of the écountable Aithority® use of the going conaebasis of
accounting angdbased on the audivalence obtainedwhether a matial uncetainty existselaed
to events or conditions that nyecast sigificant doubt on the @nsolidaed Entiy® abiliy to continue
as a going concer f | conclude that a matial uncetainty exists| amequired o drav attention in
my audibr® eport to the elaked discloswes in the financial senents oy if such discloses ae
inadequag, © modify ny opinion. M conclusions arbased on the auditveence obtained upat
the dak of ny audibr® eport. Havever, futue events or conditions macause the @hsolidaed
Entity to ceased continue as a going conagr

¥ evaluat the orerall pesentation, struare and conent of the financial stainents including the
disclosues and whether the financial statents epresent the unddying transations and gents in
a manner that achies fair pgsentation; and

¥ obtain sufficient appriate audit @idence egading the financial imfmation of the entities or
business atvities within the Gnsolidaed Entiy to expess an opinion on the financiaport. | am
responsibledr the diection, supevision and peéormance of the Gnsolidaed Entiy audit. lemain
solely esponsibledr my audit opinion.

I communica¢ with the Acountable Athority regading, among other maérs the planned scope and
timing of the audit and sigficant audit findingsincluding aw sigificant deficiencies in ianal contol
that | identify dung my audit.

Fom the maters communicatd with the Acountable Athority, | deemine those matrs that vere of
most significance in the audit of the financiaport of the curent peiod and ae theefore the ley audit
matters | desdbe these matirs in ny audibr® eport unless I or egulation pecludes public
disclosue about the mattr or when, in éremely rae cicumstancesl deemine that a matr should
not be communicatd in ny report because the adrse consequences of doing sould reasonably be
expeded to outweigh the public intrest benefits of such communication.

Australian Nationaludlit Office

Grant Hehir
Auditor-General

Canbera
7 September 2022
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Statubry Reporting Requirements
Index

The Resere Bank AnnualdRort 2021/22complies with theeporting requirments of théRublic
CGovernane, Riformane and Acountabiliy At 2013PGR Act), rules made under the PSRt and other
applicable legslation.

To assistaaders loca this inbrmation, the index of statoty reporting requirements identifies wher
relevant inbrmation can bedund in this annuakport.

PGPA Act Rule References

Part of
PGRA Rule Report, page
Reference  number Description Requirement
17BE Contents of aanual report
17BE(a) Govemance Details of the leiglation establishing the body Mandabry
and
Accountabilit,
13
17BE(b)(i) Our Rle, 9-12 A summay of the objets and funtions of the entif as set out in Mandabry
legislation
17BE(b)(ii) Annual The puiposes of the entjtas included in the enyi® coporate Mandabry
Performance plan br the eportting period
Staement br
2021/22
57-73
17BKY) Govemance The names of the persons holding the positioresponsible Mandabry
and Minister or esponsible Nisters duing the eporting peiiod, and
Accountabiliy, the titles of thoseasponsible Misters
23
17BH{) Govemance Directions gven o the entiy by the Mnister under an £t or If applicable
and instrument duing the eporting period mandabry

Accountabilit,
25

17BK) Govemance Any govemment poliey oder that applied inelation b the entiyy If applicable

and during the eporting peiiod under setion 220f the At mandabry
Accountabiliy,
25

17BE(f Not applicablePatticulars of non-compliance with: If applicable

1. adiecion given to the entiy by the Mnister under an & or mandabry
instrument duing the eporting peiiod; or

2. a goremment poliy oder that applied inedation b the
entity duting the eporting peliod under setion 220f the At

17BE(g)  Annual Annual peformance stagéments in accatance with Mandabry
Performance paragaph39(1)(b) of thed and setion 16F of the rule
Staement br
2021/22
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PGRA Rule
Reference

17BE(h),
17BE(i)

17BHE]}

17BE(K)

17BE (k)

17BE(l)

17BE(m)

17BE(n),
17BEY)

17BE(p)

17BE()

17BE(r)

17BE(s)

Part of

Report, page

number Description Requirement
57-73

Govemance A staement of sigificant issueseported o the Mnister under  If applicable
and paragaph19(1)¢) of the At that ielaies b non-compliance with mandabry

Accountabiliy, finance lav and ation talen © remedy non-compliance
25

Resere Bank Information on the accountable authity, or each member of theMandabry
Board, 27-38 accountable authdty, of the entiy duiing the eporting peiiod

Operational Outline of the ayanisational struare of the entiy (including ag  Mandabry

strudure, subsidiaies of the entit)
47-54
Our people  Statistics on the enyi® emplgees on an ongoing and non- Mandabry

158-159 ongoing basisincluding thedllowing:
1. statistics on full-time emp}ees;

2. statistics on paitime emploees;
3. statistics on gender
4. statistics on staff location

Management Outline of the location (whether or not ingiralia) of major Mandabry
of the Rsere adivities or facilities of the entit
Bank 153-154

Govemance Information elating b the main cquorate govemance pratices Mandabry

and used ty the entiyy duling the eporting peiiod

Accountabiliy,

Govemance For transations with aelaed @mmonwealth entiyy or elaied  If applicable
and compary whee the value of the transi@an, or if thee is moe mandabry
Accountabiliy, than one transamn, the aggegat of those transdions, is moe

25 than $10,000 (inclugiwof GS)

1. the decision-maikg process unddaken by the accountable
authoiity to appove the entiy paying r a good or seice
from, or poviding a gant b, the elaed @mmonwealth
entity or elaied compary; and

2. the value of the transton, or if theg is moe than one
transadion, the number of transtions and the agggat of
value of the trans#éions

Govemance Any significant ativities and changes that effed the operation If applicable

and or strudure of the entiy duing the eporting petiod mandabry
Accountabiliy,

25

Govemance Patticulars of judicial decisions or decisions of adminigrativ If applicable
and tribunals that mg have a sigificant eféct on the operations of mandabry

Accountabiliy, the entity
25

Govemance Patticulars of ay reports on the entiy gven by: If applicable
and 1. the Auditor-General ¢ther than aeport under setion 43of mandabry
Accountabiliy, the Act); or

24 2. a Riamentay Gmmittee; or

3. the @mmonwealth Ombudsman; or theffize of the
Australianriformation @mmissioner

Not applicableAn explanation of infmation not obtained &m a subsidigrof  If applicable
the entity and the effc of not having the inbrmation on the mandabry
annual eport
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Part of
PGRA Rule Report, page
Reference number Description Requirement
17BE(t) Govemance Details of ap indemniy that applied dung the eporting petiod If applicable
and to the accountable authiy, ary member of the accountable mandabry
Accountabiliy, authoity or officer of the entitagainst a liabiit(including
22-23 premiums paigor ageed b be paid br insurance against the
authoiity, member or offic@® liabiliy for legal costs)
17BE(taa) Govemance The Dllowing inbrmation about the audit commie br the Mandabry
and entity:
Accountabiliy, 1. a died eledronic addess of the chéer deemining the
15-17and Our  functions of the audit commiéte;
i%‘;?{esg 2. the name of each member of the audit comutt
3. the gqualificationskhowledge, skils or expaence of each
member of the audit commige;
4. information about each membé&atendance at meetings of
the audit commitee;
5. the remuneration of each member of the audit comsmtt
17BE(ta) Our Rople Information about egcutive lemuneration Mandabry
167-172
17BF Disclosue requirements for geernment business eetrprises
17BF(1)(a)(iNot applicableAn assessment of sificant changes in the ent® overall If applicable
financial struwire and financial conditions mandabry
17BF(1)(a)(iNlot applicableAn assessment of yevents or isks that could cause financial If applicable
information that iseported not b be indicatie of futue mandabry
operations or financial conditions
17BF(1)(b) Not applicablelnformation on dividends paid oecommended If applicable
mandabry

17BF(1y) Not applicableDetails of ap communiy sewice obligations the gemment If applicable

17BF(2)

Legislative
Reference

business emtprise has including: mandabry
1. an outline of atbons talen t fulfil those obligations; and

2. an assessment of the cost of fulfilling those obligations

Not applicableA staement egading the exlusion of indrmation on the If applicable

Part of Report,
page number

grounds that the irdrmation is commaegially sensiteyand vould mandabry
be lilely © result in uneasonable commeral pejudice b the
govemment business entprise

Legislative References

Description Requirement

Public Gorernance, Rerformance and Accountability Act 2013

Annual Fhancial Staments and Aditor-Genera® eport Mandabry

Work Health and Safety Act 2011Schedule 2Part 4

43(4) Fnancial
Staements
197248
4(2)(a) Our Rople
164165
4(2)(b) Our Rople,
164165
4(2)¢€) Our Rople 165

Health, saty and velfae initiatives Mandabry
Health and saty outtomes Mandabry
Statistics of notifiable incidents Mandabry
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Legislative Part of Report,

Reference page number Description Requirement

4(2)¢) Our Rople Investigations condued Mandabry
164D165

Ervironment Rotection and Bidiversity @nsewation Act 1999

516A(6)(a) Management of  Report on implementation of ecoldgally sustainable Mandabry
the Resere Bank development pinciples
154D155

516A(6)(b) Not applicable Identify hav arny outcomes specifiedf the Rsere Bank in Mandabry
an Appopriations At contiibute to ecologcally sustainable
development

516A(6)) Management of Hfec of the Rsewe Banl® ativities on the evionment Mandabry
the Resere Bank

154155

516A(6)Y) Management of Measues b minimise the impawf the Rserve Banl® Mandabry
the Resere Bank adivities
154155

516A(6) Management of Mechanismsdr reviewing/increasing effctiveness of Mandabry
the Reserve Bank measues
154155

Equal Employment Qpportunity (Commonwealth Authorities) Act 1987

9 Our Rople Report on development and implementation of the Ba#k Mandabry
157166 equal emplgment oppotunity program
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Abbreviations

A glossary of relevant terms is available on the Reserve Bank website

2417 24 hours per day, 7 days per week BA
AAS Australian Accounting Standards BCBS
AASB Australian Accounting Standards Board
ABF2 Asian Bond Fund 2 BIS
ABN Australian Business Number BPA
. " BPAY
ACCC Australian Competition and Consumer
Commission
. . . BRS
ACT Australian Capital Territory
. . L AC Al
ADI authorised deposit-taking institution CAC Act
AFXC Australian Foreign Exchange Committeecgpc
AGNSW  Art Gallery of New South Wales CCPs
AGS Australian Government Securities CEDA
AIF Automated Information Facility
AM Member of the Order of Australia CEPAR
ANAO Australian National Audit Office
ANU Australian National University CFR
AO Officer of the Order of Australia CHESS
AOFM Australian Office of Financial
Management CLF
APC Australian Payments Council CME
APEC Asia-Pacific Economic Cooperation
API Application Programming Interface CPMI
APRA Australian Prudential Regulation
Authority CPRs
ASIC Australian Securities and Investments CRC
Commission
CS
ASX Australian Securities Exchange CSA
ASXFS ASX Financial Settlements CSIRO
ATM automated teller machine
ATO Australian Taxation Office EAP
AusPayNet Australian Payments Network EDO
AUSTRAC Australian Transaction Reports and ~ ELA
Analysis Centre EMEAP

Bachelor of Arts

Basel Committee on Banking Supervision
(of the BIS)

Bank for International Settlements
bulk purchase annuity

A payments clearing organisation owned
by a group of retail banks

Business Resumption Site

Commonwealth Authorities and
Companies Act 1997 (repealed)

Central bank digital currency
central counterparties

Committee for Economic Development
of Australia

Australian Research Council Centre of
Excellence in Population Ageing
Research

Council of Financial Regulators

Clearing House Electronic Sub-register
System

Committed Liquidity Facility
Chicago Mercantile Exchange Inc.

COVID-19 Coronavirus disease

Committee on Payments and Market
Infrastructures (of the BIS)

Commonwealth Procurement Rules
Cooperative Research Centre
clearing and settlement

credit support annex

Commonwealth Scientific and Industrial
Research Organisation

Employee Assistance Program
Enterprise Data Office

Emergency liquidity assistance
Executives' Meeting of East Asia-Pacific
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Central Banks LGBTI _lesbian, gay, bisexual, transgender and
EFS Economic and Financial Statistics Intersex
. . LIBOR London Inter-Bank Offered Rate
eftpos electronic funds transfer at point of sale
. . LLB Bachelor of Laws
EAF Executive Accountability Framework W
ERG Employee Resource Group LVSS RITS Low Value Settlement Service
ES Exchange Settlement MBA Master of Business Administration
MFSC Monetary and Financial Stabilit
ESA Exchange Settlement Account Committeg (of EMEAP) y
ESD ecologically sustainable development 1 Massachusetts Institute of Technology
ESG environmental, social and governance \p member of parliament
ESP Economic Support Payments NAB National Australia Bank
FINMA  Swiss Financial Market Supervisory ~ NABERS  National Australian Built Environment
Authority Ratings System
FMI financial market infrastructure NAIDOC  National Aborigines and Islanders Day
FOI Freedom of Information Observance Committee
FOl Act  Freedom of Information Act 1982 NBS National Banknote Site
FSAP Financial Sector Assessment Program (H{CB Next Generation Banknote
the IMF) NGFS Network for Greening the Financial
FSB Financial Stability Board System
FSS Fast Settlement Service (of RITS) NPA Note Printing Australia Limited
FTE full-time equivalent NPP New Payments Platform
EX foreign exchange NPPA NPP Australia Limited
G20 Group of Twenty NSW New South Wales
G-SIB global systemically important bank OECD Organisation for Economic Co-operation
. and Development
GDP gross domestic product OAM Medal of the Order of Australia
F lobal Fi ial Crisi .
GFC Globa |nar.IC|a Crisis _ OoMO open market operations
GFXC Global Foreign E.xchange Committee OPA Official Public Account
GST GOOdS ar-ld S-er\-/lces Tax PEXA Property Exchange Australia Limited
HQLA high-quality liquid assets PFMI Principles for Financial Market
IAT Incident Assessment Team Infrastructures
IMF International Monetary Fund PGPA Act Public Governance, Performance and
. o . Accountability Act 2013
I0SCO International Organization of Securities y
Commissions PGPA Rule Public Governance, Performance and
. o Accountability Rule 2014
IPS Information Publication Scheme y
. o PhD Doctor of Philosoph
ISDA International Swaps and Derivatives Py
Association Prospera  Australia Indonesia Partnership for
. o Economic Development
ISO International Organization for P
Standardisation PSM Public Service Medal
IT information technology RAP Reconciliation Action Plan
KRW Korean won RBA Reserve Bank of Australia
LCR Liquidity Coverage Ratio RBRF Reserve Bank Reserve Fund
LED light emitting diode RDP Research Discussion Paper
repo repurchase agreement
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RITS Reserve Bank Information and Transfer Supervision
System SWIFT Society for Worldwide Interbank Financial
RMBS residential mortgage-backed securities Telecommunication
RTGS real-time gross settlement UK United Kingdom
R&D research and development UNSW University of New South Wales
SAR Special Administrative Region (of China)JuS United States
SDR Special Drawing Right WA Western Australia
SEACEN  South East Asian Central Banks WHS work health and safety
Semis semi-government securities (Australian WHS Act  Work Health and Safety Act 2011
state and territory government securities)WPlT Welfare Payment Infrastructure
SME Small and medium-sized enterprises Transformation Program (of Services
SVF stored-value facility Australia)
TFF Term Funding Facility
TTBC Trans-Tasman Council on Banking
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Contad Detalls

HeadOffice

65Matrtin Race

Sydney NSW 2000
Telephone#+612 9551 8111
Toll Fee: 1800 30288Y
Websie:https://www.tba.gov.au/
Emailrbainb@ba.gov.au

Sate Offices

Queensland

Senior Rpresentaties:
Kate Davis and Andsw Staib Acting)

South Australia

Senior Rpresentatie:
Jonathan lemp

Victoria

Senior Rpresentatie:
Mark Chambers

Western Australia

Senior Rpresentatie:
Aaron Waller

CanberaBranch

General Minager Rl Martin
20b220ndon Cicuit
CanberaACT 2600

[1] FReecall  @ls fom mobile phones mabe chaged at the applicable
rate.

Telephone+6126201 4800
Emailcanberabranch-cn@a.gov.au

OverseadOffices

China

Senior Rpresentatie:

Morgan Speaitt

Australian Embassy
21Dongzhimerwai Dajie
Beijing 100600

Peopled Rpublic of China
Telephone+8610 5140 4491
Emailchinaenquires@va.gov.au

Europe

Chief Rpresentatie:

Michael Andersen

Deputy Chief Bpresentatie:
David Olivan

53New Bpad Steet

London EC2M 1JJ
Telephone+4420 7600 2244
Emaileuenquires@lva.gor.au

New York

Chief Rpresentatie:

David Emey

Deputy Chief Bpresentatie:
David Dolan

505Hfth Avenue

New York, NY 10017
Telephone: +212 568466
Emailnyoffice@ba.gov.au
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CONTACT DHAILS

Note Rinting AustraliaLimited

Chief Egcutive (fficer.

Malcolm MDowell

1D9%otter Steet

Craigebum VIC 3064

Telephone: +613303 0444

Websie: https://www.noteprinting.com/

RESERE BANK OFUSTRALIA
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