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3.1 Management of the RBA

We are committed to discharging our policy and operational responsibilities in an efficient manner.
To achieve this, we invest in our people, technology, data, facilities and the related capabilities
essential for achieving our objectives. We aim to do this in a cost-effective and environmentally

sustainable manner.

Key outcomes in 2025/26

+ A priority for our management has continued to be delivering a multi-year transformation agenda.
This has seen us embrace a more open and dynamic culture, bring in new skills to the RBA,
strengthen our resourcing in several areas, upgrade our processes and governance, and invest in
technology. All this has occurred in an environment that poses considerable risk. We are intent
on delivering this necessary change while mitigating the associated risks, but recognise that our
operational risk profile will remain elevated over the next two years.

« Our technology is being upgraded to improve its resilience, including to cyber-attacks. We have also
accelerated our adoption of artificial intelligence (Al) to achieve productivity gains, greater operational

resilience and deeper analytical insights.

«  We have progressed the complex, multi-year program of work to create a safe, compliant and modern
workplace, free of hazardous material, at our permanent head office at Martin Place, Sydney.

« Our transformation agenda has driven a significant rise in operating costs. This is, in turn,
delivering new capabilities across a range of areas. We are committed to delivering this agenda in the

most efficient way we can.

Management structure

Under the Reserve Bank Act 1959, the RBA is managed
by the Governor. The Governor is supported by two key
management committees: the Executive Committee
and the Risk Management Committee.

Executive Committee

The Executive Committee supports the Governor in
managing matters of enterprise-wide strategic or
operational significance, including delivery of our
strategic priorities (see Part 1.1: Our Role). The Executive
Committee meets weekly and is chaired by the
Governor and comprises the Deputy Governor, the
Chief Operating Officer and the assistant governors.
Other senior executives attend meetings when required
to provide specialist advice.

Risk Management Committee

The Risk Management Committee is responsible

for ensuring that operational and financial risks are
identified, assessed and properly managed in line with
our Risk Management Policy. It is chaired by the Deputy
Governor and comprises senior executives, mainly from
operational areas. The Risk Management Committee
meets six times a year and keeps the Executive
Committee and the Audit and Risk Committee of the
Governance Board informed of its activities. For details
on the risk and compliance management framework,
see Part 3.3: Risk and Compliance Management.

Executive accountability framework

The executive accountability framework supports
our high standards of executive accountability.’

It outlines where accountability lies for our functions
and operations. It is currently being updated as

part of a strengthening of our internal governance
arrangements, consistent with observations from
the 2023 Review of the Reserve Bank. The framework
complements our broader governance framework,
which is set out in legislation, charters of board
subcommittees and committees, and RBA policies.
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Financial management

We are committed to managing our expenditure and
workforce resources responsibly to support our policy
and operational priorities. The annual planning process
underpins this, by establishing the resourcing and
expenditure budgets needed to deliver our priorities
over the next four years. The budget is approved by
the Governance Board, on the recommendation of
the Governor.

Executive leaders are responsible for managing
expenditure within their approved budgets and

for authorising commitments in accordance with
established financial delegations. Our expenditure
and payment approval framework, together with
supporting processes, ensures appropriate oversight
and control of payments and spending with suppliers
of goods and services.

The Investment Committee oversees our project
investment portfolio. It is chaired by the Chief
Operating Officer. Its primary role is to support the
Governor and the Executive Committee to prioritise
investments that deliver outcomes in support of our
operational and strategic objectives. We use a project
management framework to underpin project delivery
covering the full project lifecycle. Senior executive
accountability is established through their
sponsorship of projects and participation in project
steering committees.

For significant procurements, we apply the
Commonwealth Procurement Rules (CPRs) that apply
to corporate Commonwealth entities such as the RBA.
The CPRs apply to procurements above $400,000 for
non-construction services and $7.5 million for
construction services. They require reporting of relevant
activities on the Commonwealth's AusTender website.

We review our compliance with CPRs on an annual
basis to ensure established governance arrangements,
including delegated authorities, documented processes
and reporting and assurance mechanisms, are working
effectively. No material breaches or systemic issues
were identified in 2025/26.

For procurements below the relevant thresholds, we
proportionately apply the principles of the CPRs to
ensure our procurements are efficient and ethical and
deliver value for money. We continue to monitor our
procurement practices and are strengthening our
capability, systems and reporting to support ongoing
compliance and performance.

Reserve Bank of Australia

Where appropriate, we recover operating costs
associated with our functions by imposing fees

and charges. This includes costs directly incurred

in delivering our payment settlement services, as
well as transactional banking services provided to
clients (see Part 2.3: Banking and Payment Services).
Operating costs related to the production, issuance
and management of Australia’s banknotes are funded
indirectly through net interest income; holders of
‘banknotes on issue’ (with the exception of certain
balances held by banks)? do not receive interest, while
we earn interest on our assets.

Operating costs

Our general operating costs were $865.8 million in
2025/26 (Table 3.1.1). Project investment spending
was primarily focused on rebuilding 65 Martin Place,
modernising our core technology infrastructure
(including migrating one of the Bank’s two

primary in-house data centres) and implementing
recommendations arising from the independent
reviews of the RBA.

Excluding project investment spend, our general
operating costs were around 12 per cent higher than
in 2024/25:

Two-thirds came from a rise in underlying spend
on core business-as-usual activities, driven by
increased technology expenditure, the impact of
inflationary pressures on contractual operating
commitments and salary growth (including under
our enterprise agreement).

The remaining one-third was associated with
deliberate efforts to strengthen certain capabilities,
such as our:

— monetary policy frameworks, analytical capability
and preparedness for economic and financial
system shocks

— technology resilience and cybersecurity,
including via the use of cloud computing
to reduce obsolescence risk and through
strengthened technology controls

— risk management (including a stronger three lines
of accountability), governance and open and
dynamic culture.

Our expenditure is expected to increase further
in 2026/27 as we continue to invest in our
transformation agenda.
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Table 3.1.1: General Operating Costs®

$ million

2021/22 2022/23 2023/24 2024/25 2025/26
Staff costs 256.6 300.0 3354 397.1 472.2
Technology costs 446 528 62.3 772 96.6
Premises costs 29.1 305 60.1 67.6 140.0
Other costs 355 56.5 97.8 154.7 97.9
Depreciation 64.3 61.5 529 552 59.1
General operating costs 430.1 501.3 608.4 751.9 865.8
— of which: Cost of projects 37.1 65.5 163.6 274.8 3293

General operating costs by function®
— Policy 90.2 98.9 108.1 116.2 139.0
— Business services 876 934 97.8 1125 1187
— Executive and corporate support 252.3 309.0 402.6 5232 608.2

(@) Excluding Note Printing Australia Limited 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 are on a direct basis, with no allocating of executive and corporate support across functions.
Source: RBA.

Capital expenditure

Our capital expenditure delivers new capabilities and services, preserves the reliability and resilience of our existing
technology assets, and supports the ongoing maintenance and upgrade of our property assets. In 2025/26, our
investment focused on the rebuild of our head office at 65 Martin Place and upgrading the equipment to support
cash processing operations (Table 3.1.2).

Table 3.1.2: Capital Expenditure®

$ million
2021/22 2022/23 2023/24 2024/25 2025/26
Capital costs 493 726 12.1 (29.5) 316
— of which: cost of major projects 29.2 60.9 (3.6) (62.5) 215

(@) Excluding Note Printing Australia Limited. Includes the impacts of a reclassification from capital expenditure to general operating expenditure in
2023/24 ($48.5 million) and 2024/25 (581.7 million).

Source: RBA.
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Technology

Technology systems are essential to our ongoing
operations and account for a significant proportion
of our operational and strategic investment.

Our technology environment comprises
approximately 920 applications, over 3,000 servers,
two primary data centres and resilient network
infrastructure across multiple sites.

Oversight of the RBA's information technology is
provided by the Technology Committee, which
operates as a delegate of the Executive Committee.
The Technology Committee meets five times per

year. It is chaired by the Chief Operating Officer, with
members drawn from departments in the RBA that rely
heavily on technology.

Major projects

In 2025/26, our technology investment focused on
two major projects aimed at ensuring that we provide
highly resilient payments and banking services.

The projects involve:

modernising our core technology infrastructure and
migrating one of our two in-house primary data
centres to a co-location third-party data centre, in
line with commonly accepted good practice

strengthening the operating environment
supporting the Reserve Bank Information and
Transfer System (RITS) and related technology
controls, as discussed in Part 2.3: Banking and
Payment Services.

These technology projects are large and
interdependent. They are also critical to our ambition

of delivering banking and payment services that are
highly resilient. The risks that these projects aim to
address will therefore remain high until at least 2027/28,
when both projects are scheduled to be completed.

Other technology-related projects ongoing in 2025/26
included a continued rollout of cloud-based workplace
collaboration and Al tools. We also completed upgrades
to several critical systems and continued to mature our
information security capabilities.

Reserve Bank of Australia

Cybersecurity

Cybersecurity remained a key focus area. In recognition
of that, we have invested significantly to protect our
systems and information. During the year, we continued
to strengthen our cybersecurity posture in response to
a threat environment that is evolving quickly because of
geopolitical developments, increasingly sophisticated
cyber threats and rapid technological change, including
the emergence of frontier Al models. Our work during
the year involved significantly enhancing cybersecurity
monitoring of our servers and maintaining compliance
with key cybersecurity standards. These include

the SWIFT Customer Security Controls Framework,

ISO 27001 and the Australian Cyber Security Centre’s
Essential Eight controls (against which the proportion
of controls we assessed as ‘effective’increased during
the year; see Part 2.1: Annual Performance Statement).
We also responded to the heightened threat posed by
frontier Al models by further hardening our perimeter
and strengthening our vulnerability management
processes. We will continue this work in 2026/27,
recognising that the threat environment in which we
operate continues to escalate.

Technology stability and resilience

We continue to pursue strategies to drive the efficiency,
stability and resilience of our IT assets. These strategies
include enhancing our cyber defences, upgrading
technology infrastructure, strengthening the

operating model (people, process and technology)
underpinning RITS, and utilising cloud computing and
managed services where appropriate. As noted in our
2026/27 Corporate Plan, this is a strategic priority over
coming years.?

Data and information

We continue to refine our governance frameworks,
practices and toolsets for managing data and
information in support of our functions and
strategic aims.

With respect to data, we facilitated broader adoption of
the technology platforms housing our data in 2025/26,
while ensuring appropriate data governance and
management. This has involved providing additional
self-service databases for analysts, onboarding new
datasets to our centrally managed enterprise platform
and enabling more staff to publish interactive data
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dashboards. The community of analysts across the RBA
embraced the use of additional analytical and coding
tools, increasing their ability to work with data in new
ways to facilitate deeper insights and analysis. We also
continued to implement new standards for managing
business-coded artefacts, complementing the broader
risk management uplift across the RBA.

We made further progress in applying advanced
data science techniques to our work, with Al
adoption strengthening our capabilities in this field.
As a result, we gained more insights from data and
information, exploring opportunities that were not
previously feasible.

Relatedly, with additional analytical and operational
needs emerging in a fast-changing external
environment, we commenced work on our next
data strategy so that we are well equipped to meet
these needs.

With respect to information, our core information
management practices were assessed as mature
by the National Archives of Australia in its Check-up
PLUS survey. We continued to rank highly among
peer agencies on this measure. This has been
achieved through:

improving the design of controls to make
information secure and prevent information loss

improving integration of our information
management platforms

applying classification labelling to more types
of information

enhancing the governance of
collaborative technologies

continued digitisation of archival records

a comprehensive program of staff training and
engagement in information management.

Building on the foundations of data and information
management, we established our inaugural enterprise
knowledge management strategy. This aims to

better manage knowledge as an asset, in support

of the effective delivery of our core functions and
strategic aims.

Artificial intelligence

We made good progress in 2025/26 in implementing
our inaugural Al strategy. The strategy aims to

make us an Al-enabled central bank that uses Al

in support of decision-making, productivity and
operational resilience.

Key outcomes include:

1. establishing governance and risk management:
to help ensure that Al is used within guardrails

2. delivery of bespoke Al systems: to solve
problems that are unique to our organisation or
central banking

3. rollout of enterprise productivity tools: that can
increase productivity and drive innovation using
'off the shelf’ Al systems

4. developing organisational capability and adoption:
to build enterprise-wide skills in Al use, application
development and Al literacy.

Our Al governance bodies began operating in 2025/26.
We put in place an Al governance framework, policy
and supporting guidelines to set expectations for safe
and responsible use of Al at the RBA. As part of this
framework, we considered over 100 use cases, which
we are at varying stages of implementing. They range
from sophisticated tools for knowledge retrieval,
economic analysis and central bank operations through
to tools that support common business processes.

We also published an Al Transparency Statement to
align with the Australian Government’s policy for the
responsible use of Al*

We established a secure, enterprise-grade platform

to facilitate experimentation, the building of custom
Al applications, access to an agreed suite of large
language models and the conduct of computationally
intensive activities. A small on-premise version

of this platform was made available for secure
experimentation with open-weight Al models and
data that cannot be put in the cloud.

We also made general-purpose Al productivity tools

available to all staff across the RBA. Over 85 per cent

of staff are now actively using them. We made other

productivity tools available for staff in specialist roles,
with a large community of developers and business

coders benefiting from an Al coding assistant.
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To build enterprise-wide skills in Al use and make the
most effective use of available tools, we established
an education program. Our training offerings ranged
from prompt engineering for effective use of available
tools to more advanced training in Al fluency and
technical training in Al application development.
About 80 per cent of staff participated in some form
of Al training during 2025/26.

Facilities

We own premises in locations where there is a business
need to do so. Our facilities include:

our head office building at 65 Martin Place, Sydney

the HC Coombs Centre for Financial Studies in
Kirribilli, Sydney

a business resumption site in north-west Sydney

an office building in Canberra, which includes a
banking chamber

facilities for the printing, processing, storage and
distribution of banknotes at Craigieburn, north
of Melbourne

residences in London and New York to support our
offshore operations in these cities.

Information on the value of our property portfolio is
available in Part 4: Financial Statements (see note 8).

We also lease interim office space at 8 Chifley Square
and 39 Hunter Street, both in Sydney, to accommodate
staff, as well as a storage facility in western Sydney;
these leases support our operations while 65 Martin
Place is being rebuilt. We also lease office space in
Adelaide, Brisbane, Melbourne, Perth, Beijing, London
and New York.

We also lease out space that is not required for our own
business purposes to external tenants. In 2025/26, net
income from such leases amounted to $5.6 million.

Asset management

Our physical assets are managed across their full life
cycle, for long-term performance, sustainability and
efficiency, in support of the RBA's business functions
and legislative obligations. Asset improvement
initiatives are informed by an asset management
plan. This plan identifies and prioritises assets for
replacement or upgrades, based on condition

assessments, compliance and operational requirements.

Reserve Bank of Australia

Head office upgrade

The most substantial current asset management
project is the redevelopment of our head office
building at 65 Martin Place. It was originally intended
as a major renovation of the ageing base building
infrastructure to meet modern building and workplace
standards. However, the project encountered material
latent conditions, including extensive hazardous
materials. The revised project involves demolishing the
existing building, including removing the hazardous
material, and then rebuilding. This expanded scope
required development approvals and has extended the
project’s duration and cost. The project is expected to
be completed in 2031.

Environment, sustainability and
climate change

We are committed to improving the environmental
performance of our operations and minimising the
impact of our activities on the environment. We have
developed policies and practices that are consistent
with the principles of ecologically sustainable
development set out in the Environment Protection

and Biodiversity Conservation Act 1999. These principles
are captured in our Environmental Statement?

Further information on how we manage climate-related
risks — including as it relates to our policy analysis — can
be found in Part 5: 2025/26 Climate-related Disclosures.

Energy and waste management initiatives

We have an ongoing program of works to reduce
carbon emissions from our operations. In 2025/26,

the energy management initiatives to improve the
performance of our building infrastructure and reduce
carbon emissions included:

reviewing and optimising the operation of heating,
ventilation and air conditioning (HVAC) systems
across our buildings and minimising unnecessary
energy use during unoccupied periods

continuing the replacement of non-LED lighting
with LED lighting to reduce electricity consumption
and improve environmental performance

replacing chillers and electrical switchboards
associated with HVAC systems at multiple sites to
improve energy efficiency and enable enhanced
energy consumption monitoring
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optimising our grid electricity consumption at our
Craigieburn site by installing rooftop solar panels;
in 2025/26 (the first full year of operation) this
generated 1,650 MWh of solar power

increasing the proportion of GreenPower to
100 per cent across all our owned properties from
1 July 2025.

Future initiatives to reduce emissions from our
buildings will be guided by two objectives:

aligning with the Australian Government’s net zero
pathway for sustainable leases

developing a pathway to net zero Scope 1 and
2 emissions by 2030 at the Craigieburn banknote
production and storage sites.

Waste management initiatives undertaken in
2025/26 included:

repurposing redundant furniture and equipment
for use in our other sites and diverting waste
from landfill through community reuse and
rehoming programs

diverting construction waste byproduct from our
building projects from landfill, including 90 per cent
of waste associated with the demolition of the
Martin Place building

implementing waste segregation at 8 Chifley Square,
including organic waste management practices

to divert compostable material from landfill and
repurpose ground coffee beans.

Endnotes
1 RBA (2024), Executive Accountability Framework| October.

Energy and water consumption
Our total energy usage continued to decline in 2025/26.

Reduced electricity consumption was mainly driven by
lower usage at our Craigieburn sites. One contributor

to this was the installation of large-scale rooftop solar,
which has significantly increased on-site renewable
energy generation and reduced our reliance on grid
electricity. The reductions in usage at Craigieburn offset
increased consumption at our business resumption site,
where electricity use rose because of higher occupancy.

Gas consumption also continued to decline across our
portfolio of properties, We continue to monitor usage
and implement initiatives to reduce gas consumption
where practical. We are similarly monitoring water
usage across all sites. Operational efficiencies allowed
us to reduce water usage at our HC Coombs Centre and
business resumption site during the year.

Banknote sustainability

Sustainability remains an important commitment
across the Australian banknote lifecycle. This includes
factoring durability into the design of new banknotes,
while also undertaking research to identify
opportunities to enhance the sustainability of future
banknotes (including through collaboration with raw
material suppliers). Our recycling efforts remain a key
focus, with all unfit polymer banknotes recycled at end
of life. In 2025/26, a total of 58 million unfit banknotes
were returned for disposal. The recovered polymer was
repurposed into new materials, keeping 46 tonnes of
polymer waste from being sent to landfill.

2 To support cash availability and efficiency in banknote distribution across the country, under the Banknote Distribution Framework,
we make interest compensation payments on banknotes that participating commercial banks store in approved private cash depots.

See Part 2.4: Banknotes, for further discussion.
3 RBA(2026),2026/27 Corporate Plan;, August.
4 See RBA (2026),'Al Transparency Statement’

5 See RBA (2019), Environmental Statement, December.
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3.2 Our People

Our staff are specialists in their field who contribute to the economic prosperity and welfare of the
Australian people. We promote openness and inclusivity. We seek people who embody our values and
culture, and leaders who can inspire and empower them.

Key outcomes in 2025/26

«  We continued to embed an open and dynamic culture. This was supported by strong commitment
from our people, an expanded approach to employee listening and culture-focused development
initiatives. Our surveys of employees show we have made progress in routinely considering diverse
perspectives and working more openly. We strengthened our leadership capability and succession
readiness through the introduction of a refreshed leadership framework, participation in leadership
development programs and various other initiatives.

«  We have maintained a diverse and inclusive workforce. Women comprise 43.5 per cent of employees
and 40.6 per cent of management positions, in line with our gender representation target.
We employed more First Nations people. We advanced our Inclusion, Diversity and Belonging Strategy
by embedding our ambitions in people’s goals and better supporting accessibility and our employee

resource groups.

«  We expanded support for employees and their wellbeing. This included launching an online platform
to support families, continued investment in health and wellbeing programs, a greater focus on
psychosocial safety and effective early intervention and return-to-work support.

«  We expanded the capacity of our workforce to deliver our objectives and strategic priorities.
Employee numbers increased to just over 2,200 and voluntary turnover remained low.

Our ‘Open & Dynamic’ culture

We commenced a multi-year program in 2023/24 to
build a more open and dynamic culture at the RBA.
In 2025/26, we continued to embed this culture and
strengthen our leadership capability.

One way we have worked to embed this culture is
through training. Employees participated in a series
of culture workshops in 2025/26. These focused

on empowering people, encouraging constructive
challenge and fostering an open culture where
diverse perspectives are incorporated to promote
better decision-making.

Our leaders are integral to sustaining this culture.

In recognition of that, we launched a refreshed
leadership framework in 2025/26. This refreshed
framework establishes clear, consistent and
action-oriented expectations for our leaders. It has
been included in our core people processes — including
recruitment and talent management — to help reinforce
the behaviours and leadership practices that support
our desired culture.

We continued to prioritise leadership capability.

All senior managers participated in 360-degree
feedback and coaching during the year, we launched
a’Leadership Fundamentals Program’for new people
leaders, and we delivered targeted culture influencer
programs to accelerate the embedding of an open and
dynamic culture. Together, these initiatives support
more consistent leadership practices and improve
collaboration and accountability across the RBA.

We expanded our employee listening approach.
This included introducing a culture pulse survey in
October 2025 to complement the full employee
engagement survey conducted in March 2026. The full
engagement survey demonstrated that our staff
engagement remains strong, and we continue to
make good progress towards our open and dynamic
culture aspiration. The results indicate that we are
getting better at adopting diverse perspectives in
our day-to-day work. In addition, they highlighted
areas where we can remove obstacles to working
more dynamically.
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Workforce profile

At 30 June 2026, we had 2,201 employees

(excluding Note Printing Australia Limited; Graph 3.2.1
and Table 3.2.1), equating to 2,082 full-time equivalent
employees. This represents an 8 per cent increase in our
workforce compared with 30 June 2025, reflecting the
additional resources required to implement our
transformation and change agendas. These additional
staff are concentrated in technology and corporate
support functions (see Part 3:1 Management of the RBA
for more information).

Voluntary turnover remained low in 2025/26 at

7.5 per cent. Employees engaged on a permanent
basis make up 73 per cent of our total workforce.

The remainder, including all senior leaders, are engaged
on maximume-term contracts.

Graph 3.2.1

RBA Employee Numbers*
As at 30 June
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Source: RBA.

2022 2024

Reserve Bank of Australia



3.2 | Our People

"vgy 1921n0S
“(AoeAud urejutew o3) azis uone|ndod ay3 03 anp AjUo S|e103 puelb Ul pue a1ebaiBbe Ul PapN|DUI U3 SARY 3SOJISIP 10U PIP JO AJeulq-Uou palda)e aAeY oym saakoldw3 ()
"paYWI elesny Buiiulld 910N SapnPX3 (e)

Loz’ € 0 € 896 LOL /S8 Obcl 8l el 6£0C ¢ 0 4 €88 L0l ¢8Z ¥SLL 0¢ PELL [e1ol
4 0 0 0 0 0 0 4 0 c 14 0 0 0 0 0 0 4 0 4 bulliag ‘@210
SAIIRIUSSDIdRY BUIYD

) 0 0 0 € 0 ¢ g 0 g 6 0 0 0 ¥ 0 ¥ S 0 S UopuUOT PO
aAneIUSSalday ueadoing

6 0 0 0 g 0 S ¥ 0 14 0l 0 0 0 S 0 g g 0 S YIOA M3N ‘@OIHO
DAI1RIUSSDIADY HIOA MON

€ 0 0 0 € 0 € 0 0 0 € 0 0 0 € 0 € 0 0 0 yuiad 92140
Uel[RIISNY UISISIAA

¢ 0 0 0 14 0 4 L 0 | € 0 0 0 L 0 L 4 0 4 aplejepy ‘PO
uel[ensny Yyinos

14 0 0 0 € 0 ¢ L 0 L ¥ 0 0 0 14 | ¢ 0 0 0 [ueqgslig
‘YO puUe|SUIIND

¥ 0 0 0 4 4 0 4 0 c S 0 0 0 14 c 0 € 0 € SWINOG|IoN
‘DIPO URLIOIDIA

91 0 0 0 Ll L 0l g 0 g 31l 0 0 0 cl 14 0l 9 0 9 elaqued
‘Youelg euaqued)

6§ 0 0 0 €¢ g 14 9¢ 0 9C 9g 0 0 0 143 L e ¥ 0 ¢ uingaibies) ‘|1s

310U uURg [PUOIEBN pUR
Aj1oe) bunuud-a10N

oLL 0 0 0 LE L ot €/ 0 €L 06 0 0 0 6¢ 4 LT 19 0 19 ASupAs '33S
uondwinsay ssauisng
086'L 0 0 0 658 (6 /9. Ll 8l oLt [E8'L 0 0 0 l6/ /8 v0/L  9¥0L 0OcC 90l ASUPAS 22140 pesH
[e30L SWi}  Sw  [e}0] SW  Swh  [elo]  Swp  Bwn [e30L Swpl  Swl  [eI0L  SWR  SWl  [ejol LWl Bwn uonedo]
Hed |4 Med |ind Med |ind Ved |Ind Hed |Ind Yed |Ind
[zatelR (@ Jamsue ueWOM ue |elol @lamsue uewom uep
01 )0U SI9Ja1d 01 ]0U SI9Jald
Kieuig-uoN Kieuig-uoN
9z a{unroe ggaunfr g

©4@3A [BIDUBULY AQ 3]1J0Id JJBIS YaY :L'T'E d|qeL

141

Reserve Bank of Australia | Annual Report 2026



3.2 | Our People

Gender equality

We are committed to achieving gender equality

at all levels of the RBA. As at 30 June 2026, women
accounted for 43.5 per cent of our employees and held
40.6 per cent of management positions (Graph 3.2.2);
these outcomes are consistent with our gender
representation target of 40 per cent men, 40 per cent
women and 20 per cent any gender at management
level.! Four of the seven positions on the RBA's
Executive Committee were held by women. To maintain
our female representation and strengthen the pipeline
of female talent, our action plan focuses on optimising
talent processes, mitigating bias in decision-making,
and providing extra coaching and supporting resources
for working parents and carers.?

Our average gender pay gap for total remuneration in
2024 (the latest available), as reported by the Workplace
Gender Equality Agency (WGEA), was 8.5 per cent

— down from 9.5 per cent in 2023. This gap reflects a
higher ratio of men-to-women in leadership roles and

a larger concentration of men in high-paying specialist
roles. We continue to undertake internal pay equity
reviews as part of our annual remuneration review to
help identify and address any pay inequities.

We adopted three targets in 2026 from the WGEA
gender equality targets menu. Progress against these
targets will be measured against a 2024 baseline.
The targets are:

1. increase representation of women in senior
manager/deputy head roles by three percentage
points, to 40 per cent

2. increase representation of women at graduate level
by 2 percentage points, to 50 per cent

3. strengthen the management of flexible work
through training and evaluation and regular
reporting to the Executive Committee and
Governance Board.

Reserve Bank of Australia

Graph 3.2.2
Women at the RBA

Per cent of total, as at 30 June
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We actively support employees with caring
responsibilities, using a range of inclusive benefits

- including gender neutral parental leave entitlements.
In 2025/26, 56 per cent of employees who took parental
leave were men and 44 per cent were women.

To further support working parents and carers,

we introduced the RBA Families Hub — an online
platform that provides access to expert guidance,
group coaching and community support across

all stages of the family and caregiving journey.

This includes preparing for parental leave, returning to
work, and caring for family members and loved ones.

Recruitment, talent management
and development

We are committed to attracting and retaining
high-quality talent that is aligned with our
strategic goals and cultural ambition. We balance
external recruitment with internal mobility,
support identified succession pipelines and foster
diversity of thought. Our recruitment practices are
built on transparency and inclusivity, helping us
attract and select people with the right expertise,
values and behaviours.
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Early career talent

Our early career programs continue to play a central
role in our talent strategy, attracting students and
graduates from a range of academic disciplines.

Our Intern Program provides high-achieving university
students with an eight-week summer placement within
Audit and our policy departments, offering valuable
practical experience. In parallel, the Information
Technology Department supports students through
academic scholarships, work placements and
traineeships, enabling the development of critical skills
and career pathways. Our Graduate Development
Program complements these initiatives by offering
structured development opportunities through a
balance of on-the-job training, rotations between key
departments and targeted learning.

Talent management and development

Our Executive Talent Council, chaired by the Deputy
Governor, oversees talent management and succession
planning for the RBA. In 2025/26, talent reviews were
conducted for employees at manager level and above,
using a consistent framework to assess leadership
capability, performance and potential. This enabled a
clear view of the strength of our leadership pipeline and
its diversity, helped us identify key roles and succession
risks, and informed targeted development priorities.

Investment in further education supports staff
development and career mobility. In 2025/26,

13 employees received assistance to pursue
qualifications aligned with their roles and our future
capability needs. All recipients are undertaking
economics-focused courses, including one in public
policy. Four are receiving support to complete a PhD
in economics.

Lateral rotations and secondments remain important
tools for capability development and retention.

In 2025/26, staff undertook secondments to other
Australian government agencies, including the
Australian Prudential Regulation Authority and the
Australian Treasury. Several staff were seconded

to international institutions, as described in

Part 2.5: International Financial Cooperation.
These opportunities provide valuable exposure to
global best practice and subject matter expertise,
develop capability and bring new perspectives to
the RBA.

Inclusion, diversity and belonging

We have continued to implement the Inclusion,
Diversity and Belonging (IDB) Strategy we launched
in April 2025. The strategy is centred on three

key objectives:

1. fostering an inclusive culture that enables our open
and dynamic aspirations

2. building a diverse workforce that represents the
Australian people at all levels

3. ensuring equitable opportunities to build careers for
all our people.

The execution of the strategy is overseen by our

IDB Executive Council, which meets quarterly and is
chaired by the Governor. The council comprises the
Chief People Officer, the executive sponsors of our five
employee resource groups and other staff responsible
for IDB. The five employee resource groups we support
focus on: gender; race and culture; accessibility;

First Nations; and LGBTQI+. Employee resource groups
play a vital role in fostering a sense of belonging,
advocating for their affinity groups and supporting
corporate IDB initiatives.

The following key IDB initiatives were implemented
in 2025/26:

We launched enterprise-wide IDB goals for people
leaders and employees, embedding the IDB strategy
and targets into individual performance objectives
and strengthening organisation-wide accountability.

We refreshed our accessibility action plan by
introducing a new three-year strategy designed

to better support employees with physical and
cognitive accessibility needs. Initiatives in the
strategy include implementing an accessibility
portal, providing a central source of information
and guidance, and efforts to build awareness and
capability through education on neurodiversity and
by launching an inclusive hiring guide.

We introduced new analytics to monitor gender and
cultural diversity across performance, progression
and talent reviews.

We delivered enterprise-wide learning on inclusive
behaviours, which was attended by 96 per cent of
our staff. This was complemented by a research-led
presentation from Dr Grace Lordan (of the

London School of Economics), who highlighted
the value of inclusion and its impact on
organisational performance.
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First Nations

We continued to implement our First Nations
employment plan, with a view to reaching our

target of 2 per cent of our staff being First Nations
people. In 2025/26, we continued to participate in

the Indigenous Apprenticeship program. We worked
to broaden our early career employment pathways

for First Nations people through initiatives such as
dedicated graduate program places and university
sponsorships for First Nations students that provide
access to internship experiences. The employment plan
is one part of a broader program of work to strengthen
First Nations engagement and inclusion.

To gather appropriate cultural and strategic advice on
First Nations matters, we continue to host meetings

of a First Nations Advisory Panel every quarter.

In 2025/26, the panel provided advice to a range of
departments and teams across the RBA. The panel’s
advice extended beyond people matters, to matters
relating to our procurement, knowledge management,
economic analysis and the $5 banknote redesign.

The panel comprises:

Emeritus Professor Cindy Shannon
- Deputy Vice-Chancellor (Indigenous),
Griffith University (Chair)

Mark Motlop — Chair of the Larrakia Development
Corporation

Geoff Richardson PSM - founder of First Nations
Development Services.

We also broadened our thinking about First Nations
issues through the Central Bank Network for
Indigenous Inclusion Symposium, which we hosted

in Sydney on 14-15 November 2025. It brought
together representatives from the Reserve

Bank of New Zealand, Bank of Canada and the

US Federal Reserve, alongside First Nations leaders,
community organisations and government agencies.
The symposium explored Indigenous economic
empowerment, Closing the Gap, and how central banks
can embed Indigenous perspectives in their operations
and governance. It concluded with the formal handover
of hosting duties for the 2027 symposium to the US
Federal Reserve.

Reserve Bank of Australia

Work health and safety, compensation
and rehabilitation

We are committed to maintaining and improving

the health, safety and wellbeing of our staff.

The Governance Board and our executives receive
regular reports on work health and safety (WHS)
matters to assist them to exercise their duty of care and
meet their due diligence obligations.

Safety and wellbeing activities

In 2025/26, our strategic priorities for safety and
wellbeing focused on three areas:

physical safety — across all workplace environments
and activities

psychosocial safety — by training all people leaders
to build their capability in identifying and mitigating
psychosocial risks

- wellbeing — providing a comprehensive wellbeing
program that includes preventative health
initiatives, and an employee assistance program that
offers coaching for personal, family, financial and
legal matters.

WHS incidents, claims and investigations

In 2025/26, we continued to improve our incident
reporting and management. A total of 117 WHS
incidents were reported for the year, compared with
142 in the previous year (Table 3.2.2). Most of these
incidents were of low severity. While overall incident
numbers decreased, the number of contractor
incidents grew due to an increase in construction
activity associated with the rebuild of 65 Martin Place.
This highlights the importance of contractor safety
management and oversight during that project,
including regular site inspections, independent safety
audits and monitoring of safety performance against
industry benchmarks.

Of the 117 WHS incidents during the year, 86 had an
internal investigation completed. Of these, three were
deemed to be dangerous incidents that require notice
to Comcare; Comcare was satisfied that these incidents
were appropriately investigated and resolved and
required no further action. The remaining 31 incidents
related to hazards and illnesses that did not require an
investigation. Our early intervention and return-to-work
programs continued to provide effective support to
our staff. There were 22 cases supported through our
early intervention program; 64 per cent of these were
psychological in nature.
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Twelve workers'compensation claims were lodged
in 2025/26. Of these, two were accepted, one was
withdrawn, four were rejected and five remain under
determination as at 1 July 2026.

Table 3.2.2: Summary of Notifiable Incidents, Investigations and Notices under the Work Health

and Safety Act 2011
Action 2024/25 2025/26
Death of a person that required notice to Comcare
under section 35 0 0
Serious injury or illness of a person that required notice
to Comcare under section 35 0 0
Dangerous incident that required notice to Comcare
under section 35 1 3
Internal investigations conducted 88 86
Investigations conducted under Part 10 0 0
Notices given to RBA under section 90
(provisional improvement notices) 0 0
Notices given to RBA under section 191
(improvement notices) 0 0
Notices given to RBA under section 195
(prohibition notices) 0 0
Directions given to RBA under section 198
(non-disturbance notices) 0 0

Source: RBA.

Legal responsibilities and compliance

The RBA is a licensed authority under the Safety,
Rehabilitation and Compensation Act 1988.This licence
requires us to provide an annual report to the Safety,
Rehabilitation and Compensation Commission on WHS,
workers’compensation and rehabilitation matters as
they affect the RBA. As part of the RBA's self-insurance
licensing requirements, we initiated independent audits
of our safety, workers'compensation and rehabilitation
management systems.

Employment arrangements and
remuneration

The positions of Governor and Deputy Governor are
designated as principal executive offices in terms of
the Remuneration Tribunal Act 1973, which provides for
the Remuneration Tribunal to determine the applicable
remuneration of these positions. Within the parameters
set by the Remuneration Tribunal, the Governance
Board, as the ‘employing body’ for these positions,
approves their remuneration.

Employment arrangements that apply to our
employees vary according to their occupation and level
of seniority. Executive and managerial employees are
engaged under individual employment agreements.
Non-managerial employees are covered by an
enterprise agreement.

Executive, managerial and non-managerial employees
are considered for an annual salary increase and a
reward increase. The annual salary increase depends on
the employment arrangements, including stipulated
increases under the enterprise agreement.

The reward increase is open to most employees

and is used to recognise increased work experience,
enhanced technical and core capabilities, and sustained
strong performance, with consideration given to

an employee’s pay relative to the market for their

role. Reward increases help aid retention and ensure
salaries remain competitive and in line with market
benchmarks. We use surveys — such as the Financial
Institutions Remuneration Group, Aon and Mercer — for
remuneration benchmarking.
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Our 2023 Enterprise Agreement expired on

30 June 2026. The new draft 2026 Enterprise
Agreement proposed a 3.5 per cent salary increase in
September 2026 but was not approved by a majority of
employees when put to a vote. As a result, any agreed
salary increase for non-management employees will

be deferred until the 2026 Enterprise Agreement is
approved by a majority of employees. Most executive
and management employees are expected to receive a
3.5 per cent general salary increase in September 2026.

The distribution of remuneration paid to our executives
and other senior employees on an accrual basis is set
out in Tables 3.2.3,3.2.4 and 3.2.5. The provision of
this information is consistent with similar information
provided by other Commonwealth entities. As these
figures are prepared on an accrual basis, they can be
influenced from year to year by factors such as the
amount of leave taken and any revaluation of accrued
entitlements. Note 12 in Part 4: Financial Statements
provides more information on remuneration of key
management personnel.

Reserve Bank of Australia
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3.2 | Our People

Endnotes

1 Inline with the Australian Government’s ‘Working for Women: A Strategy for Gender Equality’focus area of Leadership, representation
and decision-making.

2 Inline with the Australian Government's ‘Working for Women: A Strategy for Gender Equality’ focus area of Paid and unpaid care.
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3.3 Risk and Compliance Management

Our risk and compliance management framework sets out how we identify, assess, manage and report
on risk and compliance across the RBA. It provides a consistent approach to supporting our objectives
and strategic priorities, while helping us respond to change in a disciplined way. The framework is
overseen by the Risk Management Committee and the Audit and Risk Committee, and is approved by

the Governance Board.

Key outcomes in 2025/26

« Our risk and compliance capability has continued to improve, as part of the RBA's broader
transformation. We have strengthened how we identify, assess and manage risks, clarified accountability
for managing risks, applied controls more consistently and improved visibility of our risk profile.
Nonetheless, the complex and high-risk environment in which we are operating demands our
management of risks to be further strengthened. Even with this focus on stronger risk management,
our operational risk profile is expected to remain above appetite for some time.

« Our strengthened approach to risk and compliance is underpinned by a clearer three lines of
accountability model, a refreshed risk appetite statement with clearer thresholds and more consistent
second line review and challenge. These changes are aimed at improving the quality and consistency of

our risk-informed decision-making.

« Therisks that are of heightened focus at present relate to technology, cyber security, management of
suppliers, strategic implementation, integrity and compliance and public policy development.

Risk and compliance management
framework

Our risk and compliance management framework sets
out how we identify, assess, manage and report on
risks and obligations across the RBA. The framework
supports us to achieve our objectives and strategic
priorities. It does this by promoting a consistent and
disciplined approach to risk management, particularly
in an environment of ongoing change. This is
supported by our ongoing efforts to strengthen risk
culture, including by reinforcing the importance of risk
awareness, sound judgement and clear accountability
in day-to-day decision-making. We embed risk
considerations, including emerging risks and our risk
appetite, in strategy development, prioritisation and
other decision-making across the RBA.

The Governance Board has overall responsibility for
the framework, including setting our risk appetite.
The Audit and Risk Committee supports the Board by
overseeing the effectiveness of risk management and
internal control. The Risk Management Committee
supported executive oversight of the RBA's risk profile

and risk management practices during 2025/26;

from 2026/27, the Executive Committee will provide
oversight of our strategic management of risk and
compliance, supported by two subordinate risk
committees. These arrangements are discussed more in
Part 1.2: Governance and Accountabllity.

The framework is underpinned by clear roles

and responsibilities and supported by policies,
standards, systems and reporting. It is based on the
three lines of accountability model (Table 3.3.1):

Management is responsible for identifying and
managing risks in day-to-day operations.

The Risk and Compliance Department provides
independent review, challenge and insight.

The Audit Department provides independent
assurance to the Governance Board on the
effectiveness of the framework and controls.

This model supports clear accountability while helping
avoid gaps or duplication.
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Table 3.3.1: Three Lines of Accountability

First line

Second line

Third line

Own & Manage Risk

Management owns and manages
the risks and obligations they
originate in pursuit of their
departmental objectives in
accordance with the guardrails
defined by the second line.

Review, Challenge & Insight

The Risk and Compliance
Department provides review
and challenge of first line risk
and compliance management
activities, thematic insight, and
specialist advice and oversight
on the implementation of

the risk and compliance
management framework.

Independent Assurance

The Audit Department provides
independent, risk-based and
objective assurance to the
Governance Board, Audit and

Risk Committee and senior
management that the risk and
compliance management
framework is operating effectively
to support the achievement of
departmental objectives.

The framework is subject to ongoing review and
improvement to ensure it remains effective and aligned
with our activities and the external environment.

In 2025/26, we strengthened our risk appetite
statement, improved the consistency of risk assessment
and reporting, and enhanced second line review and
challenge. In 2026/27, our focus will be on embedding
these improvements consistently across the RBA,
including strengthening our approach to obligations
management and continuing to develop a more
integrated view of risk at an enterprise level.

Risk appetite

Our risk appetite is defined as the amount and type
of risk we are willing to accept when pursuing our
objectives and strategic priorities.

The risk appetite statement captures our risk

appetite across six categories of risk: operational,
strategic, financial markets, compliance, people and
culture, and public policy development. It reflects our
commitment to sound risk management and supports
informed decision-making across all levels of the RBA.
It is designed to ensure we manage risks in a manner
that helps us to achieve our objectives. It does this

by setting out expected behaviours and qualitative
appetite statements, supported by metrics and

risk thresholds.

The risk appetite statement is formally approved by the
Governance Board and is monitored regularly to ensure
risks remain within appetite, actively monitored and
well managed.

Reserve Bank of Australia

Risk profile

We are exposed to a range of risks arising from our
policy, operational and financial activities. These risks
are managed within a structured framework that
supports a consistent approach.

Our risk profile continues to be influenced by the

scale of transformation underway - including the
strengthening of the Reserve Bank Information and
Transfer System (RITS) operating model, modernisation
of our technology infrastructure and maturing

of our cyber posture, while also rebuilding our

head office — and the critical services we provide.

To support a structured and consistent approach to
risk management, we classify our risks into the six
broad categories listed above. This classification helps
ensure that all material risks are identified, assessed and
managed appropriately.

Operational risk

We face a range of operational risks arising from

the delivery of critical services, including payments,
banking and policy operations. These risks are managed
through an enterprise-wide approach. In doing so,

we focus on maintaining resilience, protecting our
assets and information, and ensuring our services
continue to support the Australian financial system and
economy. Our operational risks — which are currently
heightened and will remain so for two years — include
the following:

Business operations resilience: This is a key priority,
given the importance of our payment and banking
services to the Australian economy. It includes risks
to our essential services, business continuity and
recovery arrangements, as well as the resilience of
supporting technology and processes.
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Technology risk: Given our reliance on complex
highly integrated IT systems and third-party
providers, managing this is important to maintain
operational resilience. We continue to develop and
embed a more integrated approach across the RBA,
informed by industry developments and evolving
best practice.

Cybersecurity: We manage the risk of disruption,
data compromise or loss due to cyber-attack
through ongoing investment in preventative,
detective, response and recovery capabilities.
These controls are implemented using a layered
defence approach, aligned with global industry
frameworks and subject to regular assurance.

This includes alignment with cyber security
guidance issued by the Australian Signals Directorate
and the ISO 27001 global standard for information
security management.

Physical security: We manage these risks

through robust measures to protect our people,
premises and assets. They are managed using

a proportionate framewaork that incorporates
protective security standards, layered controls,
access and monitoring measures, as well as incident
management processes that are designed to
minimise the likelihood and impact of security
threats. Controls are regularly reviewed and tested
to ensure they remain effective and aligned with our
limited appetite for residual security risk.

Supplier management risk: These arise from our
reliance on third-party providers to deliver products
and services that are critical to us achieving our
objectives and strategic priorities. To strengthen
oversight of this risk, we are enhancing our approach
to supplier assessment, governance and monitoring,
with a particular focus on critical services and
material service providers. These enhancements

- including clearer accountabilities across

the supplier lifecycle, stronger due diligence
processes and improved performance

monitoring — are designed to embed a consistent,
risk-based approach to supplier management and
keep supplier risk within our risk appetite. The RBA's
significant investment in rebuilding 65 Martin

Place, which relies extensively on external suppliers
and contractors, is a key driver of current supplier
management risk.

Model risk: This arises from the use of quantitative
models to inform policy and operational

advice and decisions. It can occur if models

are not appropriately designed, implemented,
maintained and applied. We manage this risk
through controls and review processes at key stages
of a model's life cycle. We are currently working to
formalise more consistent requirements for model
life-cycle management.

Information and data risk: We manage this through
established governance and life-cycle controls,

to support the integrity, availability and appropriate
use of information and data. This extends to
managing the potential risks from emerging
technologies (such as advanced analytics and
artificial intelligence) and ensuring secure handling
of sensitive information.

Climate-related risk: The risk this poses to our
operations is managed in line with the RBA's
broader environmental and sustainability
frameworks, with physical and transition risks
assessed and mitigated as part of our operational
planning (see Part 5: Climate-related Disclosures).
Assessment of physical climate and transition risks
that are relevant to our monetary and financial
stability policy decision-making occurs as part of a
broader assessment of the risks associated with the
framework for policy decision-making (see Part 1.2:
Governance and Accountability).

Strategic risk

Strategic risk is the risk that we do not deliver our
strategy effectively. This risk is particularly elevated as
we undertake a significant transformation program.
Large-scale, simultaneous change across the
organisation means that competing priorities and finite
capacity can put pressure on delivery and cause us

to not meet our strategic objectives, do so only with
delay and/or only achieve these via changes in scope or
higher costs.

To manage this, we have introduced a more
disciplined approach to strategic planning and
execution. We are carefully prioritising key initiatives,
improving sequencing, strengthening oversight and
increasing visibility of dependencies across programs.
We are also improving how we assess and monitor
project-related risks so that potential issues are
identified and addressed earlier.
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Maintaining pubilic trust is central to our role and
underpins our ability to fulfil our mandate. We seek to
sustain that trust through clear communication about
our decisions and actions, transparency about our
performance and accountability for the outcomes we
deliver. Our engagement with the community helps
us better understand its perspectives (see Part 2.6:
Community Engagement). Effective execution of

our strategy, coupled with open communication,
helps sustain public confidence in our capability

and effectiveness.

Innovation remains a key enabler of our strategic
agenda. We continue to explore and apply data
analytics and emerging technologies responsibly,
including the use of Al where appropriate, to enhance
our core functions. This work is at an early stage,

with current efforts focused on building organisational
capability and understanding of potential applications.
We actively support innovation by enabling responsible
experimentation in line with our risk appetite.

In research and policy-related areas, our people

have flexibility to explore new tools and approaches

in environments separated from core services and
operational systems. Governance and oversight are
applied proportionately, with stronger controls focused
on initiatives that may affect resilience, security or
decision-making processes.

Financial markets risk

We hold domestic and foreign currency denominated
financial instruments to support operations in financial
markets that help achieve our policy objectives

(see Part 2.2: Operations in Financial Markets).

These instruments account for most of our assets and
expose our balance sheet to financial risks (Graph 3.3.1).
The Financial Markets Group manages these risks

on a daily basis, in line with the RBA's broader risk

and compliance management framework and while
keeping exposures within established risk tolerances.
Financial risk management is subject to ongoing review
and challenge, as is the assessment of financial risks
that inform policy settings.

Reserve Bank of Australia

Graph 3.3.1

Composition of RBA Settled Portfolio*
ASb B Gold Domestic Repo*** ASb
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As of 30 June 2026.
*  Unhedged foreign currency contains outright foreign exchange, SDRs
(Special Drawing Rights), and ABF (Asian Bond Fund) investments.
** Domestic repurchase agreements (repos) are valued based on the
amount of cash lent. Other assets are valued at market value.

Source: RBA.

The financial risks that we are exposed to arise from
potential changes in exchange rates and interest
rates, from our exposure to the creditworthiness of
counterparties, and from our need for liquidity.

Exchange rate risk

We are exposed to exchange rate risk as some of our
assets are denominated in foreign currency but most
of our liabilities are denominated in Australian dollars.
Foreign exchange assets are held for policy purposes,
with most of these assets held outright. The associated
foreign exchange risk is mitigated by diversifying
across currencies. The foreign portfolio’s currency
allocation reflects our risk tolerance and the amount
of liquid assets required to fulfil our policy objectives
(see Part 2.2: Operations in Financial Markets). A small
component of our foreign assets is borrowed under
swaps against the Australian dollar and is hedged
against movements in exchange rates.

The Australian dollar value of our unhedged foreign
currency holdings decreased over 2025/26, due to an
appreciation of the Australian dollar, reducing exchange
rate risk. Based on the size of the unhedged foreign
exchange portfolio, as at 30 June 2026, a 10 per cent
appreciation of the Australian dollar would result in a
mark-to-market loss of $4.7 billion.!
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Interest rate risk

The value of our financial assets is also sensitive to
movements in market interest rates. Interest rate risk on
our portfolio remains historically high because of earlier
policy decisions to purchase (fixed rate) domestic
bonds between 2020 and 2022, in response to the
COVID-19 pandemic. These assets were funded by
Exchange Settlement (ES) balances that pay a variable
interest rate, set at 10 basis points below the cash rate
target (the ES rate).

These assets and liabilities have implications for the
RBA's balance sheet and earnings:

Balance sheet: our financial assets are revalued daily
to reflect changes in market values and portfolio
composition. The sensitivity in the value of our

bond holdings to changes in interest rates remains
historically high but has fallen significantly from

its peak in late 2021 (and is expected to continue
diminishing as the remaining bond holdings
approach maturity; Graph 3.3.2).

Graph 3.3.2
Interest Rate Risk on RBA Portfolio

Domestic outright holdings; 200-basis point change in yields
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Passive unwind reflects the natural reduction in interest rate risk as
bond holdings mature and roll off without active portfolio rebalancing.

Source: RBA.

Earnings: bonds that we purchased during the
pandemic were acquired at low fixed interest rates.
Since 2022, we have made losses on our bond
holdings because the rate paid on ES balances has
increased in line with the cash rate target, and is
now well above the rate earned on the bonds
(Graph 3.3.3). Earnings in 2025/26 were also weighed
down by net valuation losses on our bond holdings
arising from an increase in bond yields (see Part 3:4
Earnings, Distribution and Capital).

Graph 3.3.3

Interest Rates
on Domestic Assets and Liabilities

% %
4
3
2
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Domestic assets™*
0 : 0
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Assumes a 10-basis point spread below the cash rate target.

*  Weighted-average yield-to-maturity of outstanding domestic
government bonds and interest rate on Term Funding Facility (TFF)
reverse repos.

Source: RBA.

Our foreign assets are managed relative to a
benchmark portfolio in each currency that reflects our
long-term appetite for interest rate risk and return.
The weighted-average benchmark duration target for
our total foreign portfolio remains low, at 6.75 months.

Banknotes on issue increased to 29 per cent of our
liabilities over 2025/26. This mainly reflected a decline
in ES account balances and a smaller balance sheet
overall. Banknotes on issue (other than those held by
banks) incur no interest cost.

Credit risk

Credit risk is the potential for financial loss arising from
the default of a debtor or issuer, or from a decline in
asset values following a deterioration in credit quality.
We manage our credit exposure by applying a strict set
of eligibility criteria to our holdings of financial assets
and to the counterparties with whom we transact.

The scale of our exposure to this risk is discussed in
Part 4: Financial Statements, Note 15.

We are exposed to minimal issuer credit risk on our
outright holdings of domestic securities because

we invest only in securities issued by the Australian
Government and state and territory government
borrowing authorities. Investments in the foreign
currency portfolio are also confined to highly

rated securities issued by national governments,
supranational institutions and government-owned
agencies, as well as deposits with foreign central banks.
Gross holdings of Japanese yen-denominated assets
remained the largest share of foreign currency issuer
exposures (Graph 3.3.4). A limit on the size of exposures
to individual currencies mitigates concentration risk.
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Graph 3.3.4

Total Issuer Exposures*
Average monthly exposure to each issuer
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*  Exposures include deposits with foreign central banks and outright
securities holdings.

**  Other includes Canada, China, United Kingdom, Netherlands, and
supranational and government agency securities.

Source: RBA.

We are exposed to a small amount of counterparty
credit risk on domestic and foreign repos. To protect
against this, we transact repos only under a Global
Master Repurchase Agreement with counterparties
that meet our eligibility criteria, only purchase securities
under repo that meet our eligibility criteria, and apply
an appropriate margin that is maintained daily. For the
foreign currency portfolio, we impose limits on
individual counterparty exposures.

Credit risk on foreign exchange and gold swaps is
managed by transacting only with counterparties

that meet strict eligibility criteria. Counterparties must
have executed with us an International Swaps and
Derivatives Association agreement with a credit support
annex. Daily two-way margining of market value
changes takes place for foreign currency repos in their
local currency and foreign exchange and gold swaps

in Australian dollars (see Part 4: Financial Statements,
Note 15).

The size of our counterparty credit exposures in
notional terms has remained largely stable at around
$90 billion since the end of the term funding facility in
June 2024 (Graph 3.3.5). As most of our credit exposures
are collateralised, the associated credit risk is low.

Reserve Bank of Australia

Graph 3.3.5
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Source: RBA.

Liquidity risk

As Australia’s central bank, we do not have liquidity
risk on our domestic portfolio because we can create
Australian dollar liquidity on demand. Nevertheless,
we minimise the liquidity risk that could be incurred
if we were to sell domestic securities in two ways.
First, our outright holdings include only very liquid
securities issued by the Australian Government

or by state and territory government borrowing
authorities. Second, liquidity risk from potential sales
of securities held under domestic repos — which we
could own in the event of a counterparty default
—is managed through our collateral eligibility
Criteria, setting conservative margins and daily
margin maintenance.

In our foreign portfolio, we always maintain a high
level of liquidity to ensure that we can achieve our
policy objectives, including through foreign currency
intervention if required. The foreign portfolio liquidity
framework incorporates internal assessments of the
liquidity characteristics of various assets to ensure that
a minimum level of investment is maintained in highly
liquid assets. We have also increased our overall policy
capacity in recent years by borrowing foreign currency
under long-term swaps against the Australian dollar
(see Part 2.2: Operations in Financial Markets).
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Compliance risk

Effective management of compliance risk is central to
our activities. We manage compliance risk through our
control environment and by defining accountabilities
across the organisation. Staff complete mandatory
annual training in key areas, including workplace
behaviour, fraud and corruption awareness, privacy and
workplace health and safety.

Obligation management is an area of current focus.
We are planning to strengthen how we identify,
document and monitor our legal and regulatory
obligations, to support clearer accountability across
our business areas. Effective obligations management
is critical to maintain compliance with applicable
legal and regulatory requirements, support consistent
decision-making, and provide greater transparency
over emerging risks in an increasingly complex
regulatory environment.

We maintain a strong focus on safeguarding
confidential and sensitive information, with controls in
place to prevent unauthorised access or disclosure and
to support an effective response if a breach occurs.

We have zero tolerance for fraud and corruption and
are committed to preventing and detecting such
behaviour. Clear limits govern staff authority in financial
dealings. This is supported by segregation of front-,
middle- and back-office functions, with separate
reporting lines. For non-trading activities, we have
multiple layers of controls in place, including defined
decision-making hierarchies, segregation of duties,

and physical and system controls. These arrangements
are subject to regular review.

We also provide mechanisms for staff and members of
the pubilic to report concerns, including anonymously
and directly to the National Anti-Corruption
Commission. We take all reports seriously and
investigate them thoroughly. In 2025/26, no instances
of fraud or corruption involving our staff were reported
to the National Anti-Corruption Commission.

People and culture risk

We adopt a strategic and forward-looking approach

to managing people and culture risk, recognising

its impact on organisational effectiveness, trust and
resilience. The key risks in this category include

staff conduct, organisational capability, resourcing,
and safety and wellbeing. We manage these through a
focus on leadership accountability, workforce capability
and culture, all of which is supported by a clear code
of conduct that sets expectations for our employees
and others involved in our activities. We also maintain
accessible and trusted channels for staff to report
concerns — including anonymously — so issues can be
identified and addressed early.

We are strengthening how people and culture
considerations are integrated into our decision-making,
performance and risk frameworks, and continue to
build leadership capability across the organisation
(see Part 3.2: Our People). These efforts support
a'speak-up’culture and help us maintain the
capability and resources needed to meet our
mandate. Together, they contribute to a resilient,
inclusive and accountable organisation where risks
are actively managed, staff wellbeing is prioritised and
organisational performance is strengthened.

Public policy development risk

We actively manage the risks associated with

our framework for preparing policy advice and
implementing policy decisions. This covers the design
of the underlying process, its execution and the internal
communication of information (such as decisions
from our policy boards). These risks are separate from
the risks associated with policy decision-making

— namely the specific risks to the outlook for inflation,
employment and financial stability that prevail at any
point in time — which are managed by the Monetary
Policy and Payments System boards.

We continue to improve the management of

these policy development risks to ensure we can
deliver high-quality analysis and advice. This work
includes established quality processes for producing

a comprehensive, well-structured, medium-term
analytical agenda, the processes to ensure any advice
to the Monetary Policy Board is well targeted and
thoroughly tested, and systematically exploring how to
improve execution against this process under elevated
workload pressures.
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Endnotes
1 This risk is higher — at $7.0 billion — when we include our holdings of Special Drawing Rights, gold and the Asian Bond Fund.
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3.4 Earnings, Distribution and Capital

We recorded an accounting loss of $8.5 billion in 2025/26 (following an accounting profit of
$11.0 billion in 2024/25). This was mainly due to valuation losses on our domestic bond and foreign
exchange holdings, arising from a rise in bond yields, and the appreciation in the Australian dollar.

Earnings and distribution

Our earnings come from two sources:

underlying earnings — which include net interest and
fee income less operating costs — and valuation gains
or losses on our holdings of government bonds and
foreign exchange.

Underlying earnings arise because we earn interest
on most of our assets but do not pay interest on a
proportion of our liabilities, namely banknotes on
issue. In recent years, our net interest earnings have
been negative. This reflects that most of our domestic
assets — which were acquired as part of the RBA's policy
measures in response to the COVID-19 pandemic

— currently earn fixed rates of return (set during the
pandemic) that are much lower than the floating
interest rates we pay on our Exchange Settlement
(ES) balances (which are linked to the official cash
rate target).

Valuation gains and losses result from movements in
exchange rates or changes in the market yields on
securities held outright. A depreciation of the Australian
dollar or a decline in market yields results in valuation
gains, while an appreciation of the Australian dollar

or a rise in market yields leads to valuation losses.
These gains and losses are generally only realised when
the underlying asset is sold or matures.

In 2025/26, our accounting loss of $8.5 billion
(Graph 3.4.1) comprised the following:

Negative underlying earnings of $1.7 billion,

as interest expenses and our operating costs
exceeded interest income. As noted above,
negative net interest earnings reflect the payment
of a higher rate on ES balances than we earn on
our portfolio of assets. The size of our net interest
expense improved compared with the previous
year, as the assets acquired during the COVID-19
pandemic continued to mature.

Unrealised valuation losses of $9.9 billion,
because of a rise in domestic government bond
yields and an appreciation of the Australian dollar.

Realised valuation gains of $3.1 billion,
including from our foreign exchange swaps and
the maturity of domestic government bonds (the
cost base of which had been reset lower by the
recognition of valuation losses in earlier years).

In accordance with the Reserve Bank Act 1959,
unrealised valuation losses were absorbed by the
unrealised profits reserve. The balance of $1.4 billion,
comprising underlying earnings and realised valuation
gains, was available for distribution. Consistent with
the Board's proposal, the Treasurer determined that
these earnings be applied to reducing accumulated
losses on the balance sheet (see Capital and reserves
section below).

Graph 3.4.1
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Capital and reserves

The Governance Board has a framework for capital,
which aims to ensure there is a sufficient balance

in the Reserve Bank Reserve Fund (RBRF) to absorb
losses that might reasonably be anticipated. The target
balance is set with reference to market risk arising
from our portfolio of foreign and domestic assets.

A small amount is also assigned to credit risk arising
from the very small exposures to commercial banks
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that are not collateralised. Given the policy reasons
that underpin our holdings of domestic and foreign
assets, we have limited discretion to manage market
risk on these assets (see Part 3.3: Risk and Compliance
Management). Accordingly, we accept that capital
could, at times, be below target or possibly negative,
owing to movements in interest and exchange rates.
The target is not a minimum level of capital that needs
to be maintained at all times. Rather, it is a benchmark
for the Governance Board to consider when providing
advice to the Treasurer regarding the RBA's capital

and distribution.

As at 30 June 2026, the RBRF had a balance of nil,
with accumulated losses (unable to be absorbed by the
RBRF) of $33.3 billion.

We also maintain several other financial reserves:

« The balance in the unrealised profits reserve
represents unrealised valuation gains accumulated
on holdings of securities and foreign exchange.

Asset revaluation reserves comprise accumulated
valuation gains on our other assets, such as gold
and property.

As at 30 June 2026, the RBA had a negative equity
position of $11.3 billion (compared with a negative
equity position of $5.3 billion at 30 June 2025;

Graph 3.4.2). The deterioration in our net equity
position reflects the accounting loss recorded in
2025/26, partially offset by valuation gains on our
gold holdings (which do not form part of accounting
profit but are instead transferred directly to the asset
revaluation reserve).

The Governance Board’s judgement is that negative
equity does not affect the RBA's ability to operate
effectively or perform its functions, but that it is
important that the equity position is restored over time.
This can be achieved by retaining future year profits.
Based on market expectations for the cash rate as at

30 June 2026 and market prices and exchange rates at
this time, negative equity is expected to diminish over
the next few years. However, a return to target for the
RBRF probably remains more than a decade away.
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Graph 3.4.2
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The Governance Board has communicated its
expectation to the Australian Government that future
distributable earnings would continue to be applied,

in full, to offsetting the accumulated losses and then to
restoring the balance of the RBRF to target. In response,
the Treasurer endorsed the Governance Board's
approach to restoring the equity position over time,
while noting any retention of earnings remains at the
discretion of the Treasurer in terms of the Reserve Bank
Act. The Treasurer also agreed with the Governance
Board's judgement that the negative equity position
does not affect the RBA's ability to operate effectively or
perform its functions.



