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Treasury Building  Langton Crescent  CANBERRA ACT 2600   •   Telephone:  (61-2) 6263 1111   •   Facsimile:  (61-2) 6263 1222 

10 October 2005 
 
Treasurer 
Parliament House 
CANBERRA   ACT   2600 
 

Dear Treasurer 

I have pleasure in presenting the Annual Report of the Australia Office of Financial 
Management for the year ending 30 June 2005 for presentation to the Parliament. 

The Report has been prepared in accordance with guidelines approved on behalf of the 
Parliament by the Joint Committee of Public Accounts and Audit. These guidelines provide that 
a copy of the Annual Report is to be laid before each House of the Parliament on or before 
31 October. 

Yours sincerely 

 
 
Neil Hyden 
Chief Executive Officer 
 

 



 
 

 

 



 
 

 

AOFM 
 

AOFM 
OBJECTIVE 

 

The AOFM aims to manage the Commonwealth 
net debt portfolio at least cost over the 

medium-term, subject to the government’s 
policies and risk preferences. 

v 



 
 

 



 
 

CONTENTS 

AOFM objective .......................................................................................................................................... v 

Review by the Chief Executive Officer .................................................................................................... xi 
Treasury bond issuance...................................................................................................................xiii 
Securities lending facility ................................................................................................................ xiv 
Cash management............................................................................................................................ xiv 
Management of the net debt portfolio........................................................................................... xiv 
Performance of the portfolio............................................................................................................ xv 
Foreign currency exposure............................................................................................................... xv 
Credit management ......................................................................................................................... xvi 
Operational risk................................................................................................................................ xvi 
International Financial Reporting Standards................................................................................ xvi 
International activities ..................................................................................................................... xvi 
Staff ...................................................................................................................................................xvii 

Part 1:  AOFM overview ............................................................................................................................. 1 
AOFM role, functions, outcome and output structure................................................................... 3 
Structure of the portfolio.................................................................................................................... 4 
Funding ................................................................................................................................................ 6 
Organisational structure..................................................................................................................... 8 
Appropriations and other funding ................................................................................................... 8 

Part 2:  Operations and performance ..................................................................................................... 11 
Introduction ....................................................................................................................................... 13 
Treasury bond issuance.................................................................................................................... 13 
Cash management............................................................................................................................. 21 
Minimising debt servicing costs subject to acceptable risk.......................................................... 23 
Foreign currency exposure............................................................................................................... 35 
Operational risk................................................................................................................................. 38 
Agency financial performance......................................................................................................... 39 

Review:  Introduction of fair value accounting...................................................................................... 41 
Harmonisation objective .................................................................................................................. 43 
IAS 39 / AASB 139 Financial Instruments:  Recognition and Measurement ............................ 43 
AOFM�s existing accounting policies ............................................................................................. 44 
Fair value accounting........................................................................................................................ 45 
Comprehensive income presentation ............................................................................................. 49 

vii 



Contents 

Part 3:  Management and accountability................................................................................................ 51 
Corporate governance ...................................................................................................................... 53 
External scrutiny ............................................................................................................................... 57 
Management of human resources................................................................................................... 60 
Commonwealth disability strategy................................................................................................. 63 
Purchasing.......................................................................................................................................... 63 
Competitive tendering and contracting ......................................................................................... 63 
Assets management .......................................................................................................................... 64 
Consultants ........................................................................................................................................ 64 
Advertising and market research.................................................................................................... 65 
Discretionary grants.......................................................................................................................... 65 
Ecologically sustainable development and environmental performance.................................. 65 
Freedom of information ................................................................................................................... 67 

Part 4:  Financial statements................................................................................................................... 71 

Glossary .................................................................................................................................................. 139 

Acronyms................................................................................................................................................ 145 

Index of compliance with requirements............................................................................................... 147 

Contact details........................................................................................................................................ 149 

Index ........................................................................................................................................................ 151 
 

AOFM Annual Report 2003-04 correction 

In the AOFM�s Annual Report for 2003-04 the Review item on Foreign Currency Debt included 
an estimate that foreign currency swaps, and the forward exchange contracts used in unwinding 
them, generate a total economic benefit to the Commonwealth of $783.7 million over the lifetime 
of the foreign currency swaps between 1988 and 2004.  An error was subsequently identified in 
the calculation of this estimate.  The corrected estimate is $771.8 million. 
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