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16 August 2021 
 
 
Ms Lucy Wicks 
Chair 
Joint Committee of Public Accounts and Audit 
Email: jcpaa@aph.gov.au 
 
 
 
Dear Ms Wicks 
 
Inquiry into alternative financing mechanisms 
 
The Australian National Audit Office (ANAO) report Audits of the Financial Statements of Australian 
Government Entities for the Period Ended 30 June 2020, tabled 17 December 2020, includes an analysis 
of investments in public corporations and concessional loans you may find relevant to the Joint 
Committee of Public Accounts and Audit inquiry into alternative financing mechanisms. An extract of 
this analysis is provided at Attachment A. 
 
Should the Committee require further information in relation to this matter, my office would be 
pleased to provide you with a briefing at a time convenient to you or appear as a witness at a hearing.  
 
To arrange a briefing, please contact our External Relations area at external.relations@anao.gov.au. 
 
Yours sincerely 
 

Grant Hehir 
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Auditor-General Report No. 25 of 2020–21 Audits of the Financial Statements of Australian 
Government Entities for the Period Ended 30 June 2020 (Extract: Chaper 1, pages 24 – 28)  

Governtment Financing Through Loans and Equity 
Investments for policy purposes 

1.25 The Australian Government reports on a number of fiscal aggregates including net operating 
balance and underlying cash. These aggregates exclude cash or accounting movements that are of an 
investment or financing nature, in particular, investments made for policy purposes and the fair value 
losses on these investments. 

1.26 A number of investments made for policy purposes have elements of economic and social 
benefits in addition to providing commercial returns. There may be some benefits in segregating the 
commercial and non-commercial portions of the investments to better reflect the implications on key 
fiscal aggregates. The Parliamentary Budget Office in Report no.01/2020 examined trends in the use 
of alternative financing arrangements and explained how these arrangements relate to the 
Commonwealth budget and identified possible enhancements to budget reporting to support public 
understanding.3 

1.27 Two key items included in investments made for policy purposes are investments in public 
corporations and concessional loans. 

Investment in public corporations (General Government Sector) 

1.28 The Government has increased its investments in Commonwealth controlled entities. 
Consistent with reporting requirements, these investments do not impact net operating balance or 
underlying cash, as described in paragraph 1.25 above. 

1.29 The majority of these investments are in entities that provide a positive real return to the 
Commonwealth and are therefore classified as equity injections.4 The impact of the operations are 
not reflected in underlying cash unless dividends are received from the entities. The ongoing 
valuations of these entities are reflected in net worth. If the valuation of these entities deteriorates 
(for example as a result of accumulating losses or the valuation of future cash flows associated with 
assets procured through equity injections being less than their purchase costs), the deterioration in 
the position will be reflected in the General Government Sector’s net worth but not impact on the 
underlying cash even if the deterioration was a predictable result of a non-commercial policy decision. 
Table 1.3 shows investments made in Commonwealth entities where the equity contributed is greater 
than $300.0 million (excluding Snowy Hydro Limited which was purchased from the NSW and Victorian 
State Governments). The itemised list at Table 1.3 makes up 34 per cent of equity investments in 
public corporations. Investments in new or start up corporations are usually valued at their net assets 
until they exit the start-up phase, which can be a number of years. This may result in a value 
temporarily lower than the capital contributed as the capital is applied to the operations of the new 
business. 
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3 Parliamentary Budget Office Report no.1/2020, available 
from https://www.aph.gov.au/About Parliament/Parliamentary Departments/Parliamentary Budget Office/
Publications/Research reports/Alternative financing of government policies (accessed on 23 November 
2020]. 
4 Department of Finance, Finance Advice Paper, July 2018, available 
from https://www.finance.gov.au/sites/default/files/2019-10/advice-paper-general-principles-for-recognition-
of-expenditure.pdf [accessed on 23 November 2020]. 
5 Australian Government Actuary Report: Reporting for Help Receivable for 2019–20 
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