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Statement by Board Members and Chief Financial Officer

In the opinion of the members of the Board and the Chief Financial Officer of Export Finance Australia:
(a) the accompanying financial statements are drawn up to give a true and fair view of the performance of Export Finance Australia for
the year ended 30 June 2022 and the financial position of Export Finance Australia at 30 June 2022;

(b) the financial statements have been prepared in accordance with Australian Accounting Standards (AASB) and International Financial
Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB);

(c) the financial statements have been prepared based on properly maintained financial records; and

(d) there are reasonable grounds to believe that Export Finance Australia will be able to pay its debts as and when they become due and
payable.

Under section 62 of the Export Finance and Insurance Corporation Act 1991 (EFIC Act), the Commonwealth guarantees the due payment by
Export Finance Australia of any money payable by Export Finance Australia to third parties.

Signed in accordance with a resolution of the Board.

James M Millar AM

Chair

9 September 2022

Sonia Kammel John Hopkins

Chief Financial Officer Managing Director & Chief Executive Officer
9 September 2022 9 September 2022
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

Export Finance Australia {formerly known as the Export Finance and Insurance Corporation or Efic) is the Australian Government's
export credit agency. We were established under the Export Finance and Insurance Corporation Act 1991 (EFIC Act) and are defined as a
corporate Commonwealth entity under the Public Governance, Performance and Accountability Act 2013 (PGPA Act). Export Finance
Australia is part of the Department of Foreign Affairs and Trade portfolio of agencies, and reports to the Minister for Trade, Tourism
and Investment (the Minister),

In recent years, the Government has enhanced Export Finance Australia's mandate to enable us to support a wider range of
exporters, assist other government entities, and finance overseas infrastructure development.

These changes have complemented and enhanced Export Finance Australia's core export-focused mandate and enable us to use our
specialist financing capabilities to support broader government policy initiatives.

We are a corporate Commonwealth entity with an independent Board who are responsible for managing the affairs of Export
Finance Australia. This includes determining strategy, defining risk appetite and monitoring performance.

The continued existence of Export Finance Australia in its present form is dependent on Government policy.
(a) Basis of preparation of the Financial Statements

The financial report has been prepared to assist the Directors of Export Finance Australia in complying with the financial reporting
requirements with respect to the U.S. Programme for the Issuance of Debt Instruments.
The financial statements have been prepared in accordance with:
+ the Australian Accounting Standards and Interpretations issued by the Australian Accounting Standards Board (AASB)
that apply for the reporting period; and

+ International Financial Reporting Standards (IFRS) as issued by the International Accounting Standards Board (IASB).

The financial statements are presented in Australian dollars and amounts are rounded to the nearest $0.1 million unless otherwise
stated.

Export Finance Australia operates two separate accounts; (i) the Commercial Account and {ii) the National Interest Account. The
results of these accounts are reported separately in the financial statements.

(i) Business undertaken on the Commercial Account

The majority of financial assets and liabilities on the Commercial Account are measured at fair value due to the way
derivatives are used to hedge risk. Changes in fair value are taken through profit or loss. Some assets and liabilities,
however, are measured at amortised cost. Typically, these transactions either qualify for hedge accounting, are
receivables from other financial institutions, are investments in securities, or the transactions are short term and
derivatives are not used to hedge the risk.

The Commercial Account operates on a for-profit basis and bears all the risks for those business activities undertaken
under Part 4 of the EFIC Act,

(ii) Business undertaken on the National Interest Account

All financial assets and liabilities on the National Interest Account are currently measured at amortised cost.

The National Interest Account operates on an approval or direction from the Minister for Trade, Tourism and
Investment (Minister) enabling Export Finance Australia to undertake business activities under Part 5 of the EFIC Act,
which the Minister considers to be in the ‘national interest'. Such activities may relate to a class of business which Export
Finance Australia is not authorised to undertake, or involve terms and conditions Export Finance Australia would not
accept in the normal course of business. Where the Minister directs Export Finance Australia to undertake a business
activity under Part 5 of the EFIC Act, the credit risk is borne by the Commonwealth. The funding risk, however, is borne
by the Commercial Account. The Commercial Account is compensated for this funding risk by retaining the difference
between the actual borrowing rate and an agreed benchmark rate for funding loans on the National Interest Account.
Premium or other income derived from the business activity on the National Interest Account is paid to the

The Commercial Account recovers from the Commonwealth, the costs of administering business undertaken under Part
5 and any losses incurred in respect of such business.

The EFIC Act also allows the Commercial Account to share part of a National Interest Account business activity. In such
cases, income and expenses are apportioned between the two accounts in accordance with the risk participation.
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

(b) New Australian Accounting Standards (AAS)

Consistent with government policy, no accounting standard has been adopted earlier than the application date as stated in the
standard. There has been no new standards that have an application date for this financial year that affect the financial statements.

AASB 9

Export Finance Australia has historically used LIBOR-based prices in several customer, borrowing, investments and derivative
arrangements. Export Finance Australia closely matched its LIBOR-based assets and liabilities to lock in margins. Accordingly changes
in LIBOR had minimal impact on margin. Export Finance Australia is in the process of replacing LIBOR with regulator approved
alternative reference rates that will change the basis used to determine the contractual cash flows for financial assets and liabilities.
The impact of the changes are still being assessed.

(c) Recognition of income and expenses

For the Commercial Account, revenue and expenses are recognised and measured at the fair value of the consideration
received/paid or receivable/payable, to the extent it is probable that the economic benefits will flow and the revenue or expense can
be reliably measured.

National Interest Account income and expense is at amortised cost, and recognised in the financial statements as earned or incurred
from the date of attachment of risk and taken through the profit or loss using the effective interest method.

(d) Operating segments

Export Finance Australia operates its specialist financing activities through a single business segment - Export and Infrastructure
Finance. Export Finance includes support for SME customers as well as larger corporate and sovereign customers by providing them
with loans, bonds, guarantees and insurance products.

(e) Unamortised grants income on the National Interest Account

Unamortised grants income Is comprised of funds previously provided from the Commonwealth's overseas aid appropriations. The
Commonwealth provided overseas aid funds under a mixed credit scheme to assist developing countries to undertake high-priority
public sector projects. The mixed credit grant, which is administered by Export Finance Australia on the National Interest Account,
was blended with funding at commercial rates under Export Finance Australia’s export finance facility to provide a 'soft loan' package
to finance the project in the developing country and is known as the Development Import Finance Facility.

The mixed credit grant is amortised over the life of the loan to cover the difference between Export Finance Australia's commercial
borrowing costs and the lower interest income earned on the loan using the effective interest method. The unamortised balance is
included in the Statement of Financial Position of the National Interest Account as an offset to loan assets.

The Commonwealth discontinued the mixed credit scheme in 1996, One loan remains under this scheme, and the balance
outstanding on this loan is shown in Note 7.

(f) Foreign currency

Transactions denominated in a foreign currency are converted at the exchange rate at the date of the transaction, Foreign currency
receivables and payables at reporting date are translated at exchange rates prevailing at reporting date.

All exchange gains and losses are brought to account in determining profit or loss for the year.

The principal exchange rates affecting the statement of financial position are the US dollar and the euro. The relevant exchange
rates used are:

2022 2021
Average rates during year
Uss /7 A$ 0.7257 0.7466
Euro/ A$ 0.6437 0.6259
Rates at 30 June
US$ 7 A$ 0.6877 0.7510
Euro /A% 0.6587 0.6312
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

(g) Taxation

Under section 63 of the EFIC Act, Export Finance Australia is not subject to income tax and a number of other taxes. Under section
63A, Export Finance Australia is subject to tax-equivalent payments under competitive neutrality arrangements as outlined below.

Export Finance Australia is also subject to Goods and Services Tax (GST) and Fringe Benefits Tax (FBT). Revenues, expenses and
assets are recognised net of the amount of GST, except:

+ where the amount of GST incurred is not recoverable as an input tax credit from the Australian Taxation Office, it is
recognised as part of the cost of acquisition of an asset or as part of an item of expense; and

« the net amount of GST recoverable from, or payable to, the Australian Taxation Office is included as part of the
receivables, payables or commitments.

(h) Competitive neutrality

The competitive neutrality arrangements impose a mandatory obligation on Export Finance Australia to pay amounts as determined
by the Minister each financial year.

Under section 61A of the EFIC Act, a direction dated 18 June 2015 by the Minister requires Export Finance Australia to pay a debt
neutrality charge to the Commonwealth that consists of:

« a payment of 10 basis points on Export Finance Australia's cost of borrowing, which applies to all new borrowings and
to existing debt that is rolled over or refinanced.

+ On 31 January 2020, the Minister advised Export Finance Australia that the debt neutrality charge would no longer
apply to new borrowings on the National Interest Account. The charge now applies to new borrowings on the
Commercial Account and all existing Commercial Account debt that is rolled over or refinanced.

Under section 63A of the EFIC Act, a direction dated 18 June 2015 by the Minister requires Export Finance Australia to pay a
tax-equivalent payment to the Commonwealth that consists of:

« a payment in lieu of Commonwealth income tax at 30% of accounting profits, and realised capital gains;
+ a payment in lieu of New South Wales payroll tax calculated at 4.85% above the relevant threshold; and
« a payment in lieu of New South Wales land tax calculated at 2% above the relevant threshold,

(i) Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents include cash on hand, bank account balances, and short
term investments.

(J) Receivables from other financial institutions

Receivables from other financial institutions include overnight deposits and short-term fixed deposits with banks and other financial
institutions. These are measured at amortised cost.

(k) Investment securities at amortised cost

The reason for holding investments is to collect the contractual cash flows which are 'solely payments of principal and interest on the
principal amount outstanding'. Export Finance Australia's business model is to hold these financial assets until maturity. investments
may be sold due to credit quality issues and in limited cases for cash requirements. They are short-term, medium-term and long-
term government, bank and other debt securities and include bonds, bills of exchange, commercial paper and certificates of deposit.
Interest income is taken up using the effective interest method. They are carried at amortised cost.
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

() Loans and receivables at amortised cost

On the Commercial Account, transactions that are recorded at amortised cost are floating rate loans and short-term loans. These
transactions are physically hedged and derivatives are not used to hedge the risk. As such the amortised value approximates their
fair value. Loans measured at amortised cost are evaluated for impairment using an expected credit loss model.

On the National Interest Account, export finance loans and rescheduled credit insurance debts are carried at amortised cost. The
recoverable amount is represented by the gross value of the outstanding balances, adjusted by expected credit loss, specific
provisions for impairment, deferred income, unearned premium, and unamortised grants (see Note 1(e)). Unearned premiums and
deferred income received in cash at the start of the loan are brought to income on an effective yield basis over the life of the loan by
reducing the carrying amount. Interest income is recognised using the effective interest method. A loan or receivable is recognised
as impaired when it is likely that the debt will not be recovered in full. In this instance a specific provision will be created for the
impairment.

Historically, there was no expected credit loss on the National Interest Account as the Commonweaith fully reimburses Export
Finance Australia for any losses. However, as a result of the addition of the COVID-19 Facility which changed the risk profile of the
National Interest Account, an expected credit loss is now recognised for National Interest Account exposures.

(m) Loans and receivables designated at fair value through profit or loss

Export finance loans and rescheduled credit insurance debts held on the Commercial Account are designated at fair value through
profit or loss. They are designated at fair value as this designation significantly reduces the accounting mismatch that would
otherwise arise from measuring the asset on a different basis from derivatives that have been entered into to hedge the
transactions. Interest income through profit or loss is recorded using the effective interest method, which forms part of the fair
value calculation. Movement in fair value for premium, reinsurance, residual margin, interest income and credit risk is recorded
separately through profit or loss. For more detail on the fair value calculation, refer to Note 19.

(n) Loans to National Interest Account designated at fair value through profit or loss

The Commercial Account funds most of the loans on the National Interest Account from the pool of borrowings and this funding is
recorded in the Commercial Account at fair value through profit or loss. For more detail, on the fair value calculation, refer to Note

(o) Derivative financial instruments

Export Finance Australia uses derivative financial instruments on the Commercial Account to manage exposures to interest rate and
foreign exchange risk. These include foreign exchange contracts, interest rate and cross-currency swaps, and forward rate
agreements. Derivatives are initially recognised at fair value on the date a derivative is entered into and are subsequently
remeasured to their fair value at each reporting date. Derivatives are carried as assets when their fair value is positive (in the money)
and as liabilities when their fair value is negative {out of the money). Any gains and losses arising from changes in the fair value of
derivatives, except those that qualify for hedge accounting, are taken through profit or loss. For more details on the fair value
calculation, refer to Note 19.
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

{p) Property, plant and equipment
Property, plant and equipment are revalued periodically to fair value to ensure that the carrying amounts of assets do not differ

materially from the assets fair value at the reporting date.

The valuation of property, comprising land and buildings, is made by an independent registered valuer based on an income
approach and discounted cash flow analysis with reference to its highest and best use.

The valuation of plant and equipment is based on internal assessment by management to ensure that the carrying amounts do not
differ materially from their fair value.

Revaluation increments are credited directly to the asset revaluation reserve and any subsequent decreases are written back against
the asset revaluation reserve. On revaluation, the accumulated deprediation is eliminated against the gross carrying amount of the
asset and the net amount restated to the revajued amount of the asset.

Property, plant and equipment, other than freehold land, is depreciated over their estimated useful economic lives using the straight-
line method.

Depreciation rates used are as follows:

- building 3.0% pa
« computer equipment 33.3% pa
- other plant and equipment 10.0-22.5% pa

The profit or loss on disposal of property, plant and equipment is taken into account in determining the result for the year.

(q) Payables to other financial institutions

Payables to other financial institutions are short-term borrowings with banks and other financial institutions and are measured at
amortised cost. They can be on both Commercial Account and also the National Interest Account If the funding is borrowed on a
direct basis for an National Interest loan rather than from the pool of funds.

(r) Borrowings from Commercial Account

The National Interest Account loans that are funded from the Commercial Account borrowing pool are borrowed from the
Commercial Account at an agreed benchmark rate and these borrowings are recorded in the National Interest Account at an amount
equal to the net proceeds received. Interest expense is recognised using the effective interest method.

(s) Borrowings designated at falr value through profit or loss

Commercial paper, medium-term notes, bonds and structured bonds (which may have embedded derivatives) are designated at fair
value through profit or loss. They are designated at fair value as this designation significantly reduces the accounting mismatch that
would arise from measuring the liability on a different basis from derivatives that have been entered into to hedge the transactions.
Interest expense in the profit or loss is recorded using the effective interest method, which forms part of the fair value calculation.
The movement in fair value is recorded separately through profit or loss. For more details on the fair value calculation, refer to Note
19.

(t) Guarantees designated at fair value through profit or loss

Guarantees, medium-term insurance, bonds and political risk insurance transactions are regarded as financial instruments under
accounting standards. These are designated at fair value through profit or loss at inception. Subsequently, they are carried at their
fair value with any movements transferred through profit or loss, For more details on the fair value calculation, refer to Note 19.
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Notes to the financial statements
for the year ended 30 June 2022

Note 1 Summary of Significant Accounting Policies

(u) Employee entitlements

Provisions for annual leave and long service leave have been established to provide for amounts expected to be paid to employees
based on their entitlements. Where applicable, the entitlements take into account prior government service.

The provision for annual leave is based on the value of actual entitlements at reporting date. Long service leave is measured at the
present value of expected future payments to be made in respect of services provided by employees up to the reporting date and
discounted using appropriate market yields at reporting date.

Export Finance Australia makes contributions to the Commonwealth Superannuation Scheme (CSS) and Public Sector
Superannuation Scheme (PSS) and its obligation is limited to a required annual contribution as determined by the actuaries of the
superannuation plans administered by the Commonwealth. Accordingly, the plans are accounted for as defined contribution plans.
The liability for defined benefits are recognised in the financial statements of the Australian Government and are settled by the
Australian Government in due course.

Export Finance Australia staff can also be members of superannuation funds held outside the Australian Government. Export
Finance Australia makes employer contributions to these funds as per the superannuation guarantee contribution rate. The liability
for superannuation recognised as at 30 June represents outstanding contributions.

(v) Sundry creditors

Creditors and other financial liabilities are recognised when Export Finance Australia becomes obliged to make future payments
resulting from the purchase of goods or services.

(w) Cash and cash equivalents

For the purpose of the cash flow staterment, cash and cash equivalents includes cash on hand and at bank, and deposits with
financial institutions, to maintain liquidity.

(x) Contingencies and commitments - assets and liabilities

Where, as a result of past events, there is a possible asset or liability whose existence will be confirmed only by the occurrence or
non-occurrence of one or more uncertain future events not wholly within the control of Export Finance Australia, this will be
disclosed as a contingent asset or contingent liability. When the inflow of economic benefits is probable, but not virtually certain, a
contingent asset is recognised. When the outflow of economic benefits is probable, a contingent liability is recognised.

Commitmenits to provide financial facilities are contractually based. For loans and funded guarantees, Export Finance Australia has
committed to lend a fixed amount and any undrawn amounts under these facilities are shown as commitments. For guarantees and
bonds, Export Finance Australia has committed to cover a fixed exposure and any undrawn amounts under these facilities are
shown as commitments.

(y) Events after the reporting period

The Government has committed to provide a financing package through Export Finance Austrafia (EFA) of USD1.33bn to support
Telstra’s Digicel acquisition, consistent with Australia’s longstanding commitment to growing quality investment in regional
infrastructure. This package will include debt and eqguity like securities designed to secure the Government a fong-term return on its
financing. This facility had not reached financial close prior to 30th June 2022 and so not included in the financial figures. This facility
has subsequentially reached financial close in July 2022.
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Notes to the financial statements
for the year ended 30 june 2022

Note 2 Significant accounting judgements, estimates and assumptions

In applying accounting policies, management continually evaluates judgements, estimates and assumptions based
on experience and other factors, including expectations of future events that may have an impact on the financial
statements.

All judgements, estimates and assumptions made are believed to be reasonable, based on the most current set of
circumstances available to management. Actual results may differ from the judgements, estimates and
assumptions. Significant judgements, estimates and assumptions made by management in the preparation of the
financial statements are outlined below.

Impairment of investment securities at amortised cost

Export Finance Australia holds a number of investment securities. A review of these investments has been
undertaken for the year ended 30 June 2022 and it has been determined that no investment is considered to be
impaired. These investments have a maturity of less than three years and are held with Australian Authorised
Deposit-taking institutions (ADIs) rated BBB- or above, or foreign financial institutions rates AA- or above.

Property, plant and equipment

The valuation of land and buildings is based on an independent assessment by a registered valuer every three (3)
years. The valuation is based on an income approach and discounted cash flow analysis with reference to its
highest and best use. A valuation was undertaken this year and the details are in Note 10.

The valuation of plant and equipment is based on an internal assessment by management to ensure that the
carrying amounts do not differ materially from their fair value.

The depreciation rate on the building has been evaluated and 33 years (3.0%) is considered the appropriate rate.

Fair value of financial instruments

Where financial instruments have a price quoted in an active market, this is its fair value.

Where the fair value of financial instruments cannot be determined from active markets, they are determined using
a variety of valuation techniques that include the use of mathematical models. The inputs to these models are
derived from observable market data where possible, but where observable market data are not available,

judgement is required to establish fair values. The valuation of financial instruments is described in more detail in
Note 19.

There have been no significant changes in accounting judgements and assumptions in the current financial year,
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Notes to the financial statements
for the year ended 30 June 2022

Note 18 Financial risk management

(i) General
As part of its normal operations, Export Finance Australia enters into a variety of transactions, including loans, guarantees, insurance,
and bonds, which can be denominated in various currencies.

Export Finance Australia enters into a number of financial derivative transactions on the Commercial Account to protect against interest
rate, foreign exchange and funding risks associated with normal operations, including funding the National Interest Account. The
derivative instruments are not entered into for speculative or trading purposes. Derivative transactions include:

sinterest rate swaps and forward rate agreements, which protect against interest rate movements where the interest rate basis of the
borrowing is different from that of the required liability to fund assets;

scross-currency swaps, which protect against interest rate and foreign exchange movements where the currency and interest rate of the
borrowing is different from that of the required liability to fund assets. These contracts are used primarily to convert the borrowing and
interest payment into the same currency and type as the foan or investment; and

forward foreign exchange contracts which are used to protect against foreign exchange movements in investments, loans and
borrowings.

Export Finance Australia also conducts detailed stress testing, including examining the impact on the credit portfolio of slower economic
growth in emerging markets and adverse movements in foreign exchange rates and commodity prices.

(ii) Credit risk

(a) Commercial Account exposures

Credit risk arises from the possibility of defaults by counterparties on contractual obligations, resulting in financial loss.
Exposures to credit risk for the Commercial Account are as follows:

30 June 30June
2022 2021
Credit risk exposures Note $m $m
Receivables from other financial institutions 4,1() 641.4 137.5
Investment securities at amortised cost 6, 1{k) 891.7 856.0
Loans and receivables at amortised cost 7,10 0.1 -
Loans and receivables designated at fair value through profit or loss 8, 1(m) 1,100.8 1,226.9
Derivative financial assets 9, 1{0) 233 66.5
Total* 2,657.3 2,286.9
Contingent liabilities 17 270.5 357.5
Commitments 17 163.7 333.2
Total 434.2 690.7
Total credit risk exposure 3,091.5 2,977.6

* Cash and cash at bank, loans to National Interest Account designated at fair value through profit or loss, other financial assets, and
property, plant and equipment have not been included in the above table as there is no significant associated credit risk.
> EXposures to treasury counterparties

Credit risk arising from Export Finance Australia through its investment portfolios and from interest rate and foreign exchange
management is limited to Commonwealth and state or territory governments, ADIs rated BBB- or above and other entities with credit
ratings the equivalent of AA- or above. However, if after purchase or a contracting counterparty subsequently falls below the minimum
credit rating, management evaluates the risk and will decide on the applicable action, which may include selling the asset, novating the
contract, holding the asset to maturity, or obtaining security through credit support annexures (CSAs).

The PGPA Act limits investment by Export Finance Australia of surplus monies to:
(i) money with ADIs in Australia rated BBB- or above;
(i) securities issued by or guaranteed by the Commonwealth, a state or territory;
(iii) money with other entities with credit ratings the equivalent of AA- or better;
(iv) deposits with, or securities issued by, the above ADIs;
(v) deposits with, or securities issued or guaranteed by, the above entities;
subject to:
{(a) investments in ADIs with a rating lower than A- must not exceed 25% of total investments;
{b) investments in ADIs with a term longer than six months and a rating lower than A- must be able to be traded in the secondary
market and must not exceed a term of three years;
(c) investments in an individual AD1 with a rating lower than A- must not exceed 10% of total investments.

In addition to the PGPA Act requirements, the Board does not permit proprietary trading and has set further controls for Export Finance
Australia treasury operations which consist of:
(i) a cap on foreign exchange open positions;
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Notes to the financial statements
for the year ended 30 june 2022

Note 19 Fair value of financial instruments
In order to determine reasonable alternative assumptions, the following model inputs were adjusted:

For both loans and receivables designated at fair value through profit or loss, and guarantees designated at fair value through profit
or loss, the credit risk assumptions were adjusted. This involved adjusting the ratings modifier down by one notch (e.g. risk category 5
flat to 5 negative) across the entire portfolio, which is considered a reasonable alternative assumption.

For borrowings designated at fair value through profit or loss and cross-currency swaps, the discount rate assumption was adjusted
by 10 basis, points which is considered a reasonable alternative assumption.

(ii) Determination of fair value

The process for determination of fair value is regularly reviewed, and any changes recommended to the inputs used in the valuations
are documented and submitted to the Board Audit and Risk Committee and then to the Board for approval if necessary. A summary
paper is submitted to the Board Audit and Risk Committee and Board every year prior to the approval of the financial statements,
which documents the accounting estimates used in fair value caiculations including level 3 unobservable inputs.

Export Finance Australia is closely monitoring technical and regulatory developments offshore affecting the replacement of LIBOR and
expects to adopt the market consensus as it emerges.

The following is a description of the determination of fair value for financial instruments that are recorded at fair value using valuation
techniques.

Commercial Account loans and receivables designated at fair value through profit or loss

The fair value on day one is the transaction price, and subsequent fair value is determined by applying market interest rates and using
a discounted cash flow valuation through an external valuation system. These are classified as level 3 as the credit risk component is
included in the valuation through an internal model to reflect the impact of expected loss on the fair value of each loan or receivable.
A residual margin covering prepayment risks, other risks and servicing costs is also included in the fair value of each loan or
receivable. When it is likely that a loan or debt will not be recovered in full, a specific event is recognised and recorded using the
discounted cash flow method. All individual facilities are reviewed regularly.

Loans to National Interest Account designated at fair value through profit or loss
Fair value is determined by applying market rates and using a discounted cash flow valuation through an external valuation system.
These loans are classified as level 2.

Derivative financial instruments

The fair value of derivative financial instruments is determined by applying market rates and using a discounted cash flow valuation.
For derivatives that are associated with borrowings, an adjusted curve is derived from the London Inter-bank Offered Rate (LIBOR) or
risk-free curve and then adjusted to calculate a margin based on Export Finance Australia’s current ability to issue debt at a margin to
LIBOR. These valuations before the allowance for derivative risk are being obtained from an external valuation system. In the
calculation of the allowance for derivative risk, a credit risk component is included through the use of published credit default spreads
and a valuation risk component is included through an internal model. Vanilla derivatives are classified as level 2, whereas non-vanilla
structured derivatives are classified as level 3. The structured derivatives are classified as level 3 as they have a complex interest rate
formula that includes foreign exchange rates.

Commercial Account borrowings designated at fair value through profit or loss

The fair value of borrowings is determined by applying market interest rates and using a discounted cash flow valuation. An adjusted
curve is derived from the LIBOR or risk-free curve and then adjusted to calculate a margin based on Export Finance Australia’s current
ability to issue debt at a margin to LIBOR. These valuations are being obtained from an external valuation system. Non-structured
borrowings are classified as level 2, whereas structured borrowings are classified as level 3. The structured borrowings are classified
as level 3 as they have a complex interest rate formula that includes foreign exchange rates.

Guarantees designated at fair value through profit or loss

The fair value on day one is the transaction price, and subsequent fair value is determined by applying market rates and using a
discounted cash flow valuation through an external valuation system. These are classified as level 3 as the credit risk component is
included in the valuation through an internal model to reflect the impact of expected loss on the fair value of each guarantee. A
residual margin covering prepayment risks, other risks and servicing costs is also included in the fair value of the guarantee. When it is
likely that a guarantee will be called, a specific event is recognised and recorded using the discounted cash flow method. All individual
facilities are reviewed regularly.

Investment securities measured at amortised cost

The indicative fair value quoted in the above table are for information purposes only and are determined by applying market interest
rates and using a discounted cash flow valuation. These valuations are being obtained from an external valuation system and are
classified as level 2. The assets are held at amortised costs in the financial statements.
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Notes to the financial statements
for the year ended 30 June 2022

Commercial Account

National Interest Account

30 june 30 June 30 June 30 June
2022 2021 2022 2021
$ $ $ $
Note 21 Remuneration of external auditors
Auditor's remuneration
Amounts received or due and receivable by Export Finance Australia's auditors for:
Other services - - - -
An audit or review of the annual report 229,700 223,030 - -
Total audit remuneration 229,700 223,030 - -
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Independent Auditor s Report

To the Directors of Export Finance Australia

We have audited the Financial Report of Export  The Financial Report comprises:
Finance Australia (the Entity).

In our opinion, the accompanying Financial e Statement of financial position as at 30 June

Report gives a true and fair view of the financial 2022
position of Export Finance Australia as at 30 June o  Statement of profit or loss and other

2022, and of its financial performance and its comprehensive income, Statement of
cash flows for the year then ended, in changes in equity, and Statement of cash
accordance with Australian Accounting flows for the year then ended

Standards, International Financial Reporting

Standards as issued by the International e Notes including a summary of significant
Accounting Standards Board. accounting policies

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

Our responsibilities under those standards are further described in the Auditor’s responsibilities for
the audit of the Financial Report section of our report.

We are independent of the Entity in accordance with the ethical requirements of the Accounting
Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional Accountants
(including Independence Standards) (the Code) that are relevant to our audit of the Financial Report in
Australia. We have fulfilled our other ethical responsibilities in accordance with these requirements.

Other matter

The Entity has prepared a separate set of financial statements for the year ended 30 June 2022 in
accordance with Australian Accounting Standards on which another auditor issued an unmodified
auditor’s report to the Minister of Trade, Tourism and Investment for Export Finance Australia dated
30 August 2022.

Other Information

Other Information is financial and non-financial information in Export Finance Australia’s annual
reporting which is provided in addition to the Financial Report and the Auditor's Report. The Directors
are responsible for the Other Information.
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Our opinion on the Financial Report does not cover the Other Information and, accordingly, we do not
express an audit opinion or any form of assurance conclusion thereon.

In connection with our audit of the Financial Report, our responsibility is to read the Other
Information. In doing so, we consider whether the Other Information is materially inconsistent with
the Financial Report or our knowledge obtained in the audit, or otherwise appears to be materially
misstated.

We are required to report if we conclude that there is a material misstatement of this Other
Information, and based on the work we have performed on the Other Information that we obtained
prior to the date of this Auditor’'s Report we have nothing to report.

Responsibilities of the Directors for the Financial Report

The Directors are responsible for:

e preparing the Financial Report that gives a true and fair view in accordance with Australian
Accounting Standards, International Financial Reporting Standards as issued by the
International Accounting Standards Board;

e implementing necessary internal control to enable the preparation of Financial Report that
gives a true and fair view and is free from material misstatement, whether due to fraud or
error; and

e assessing the Entity’s ability to continue as a going concern and whether the use of the
going concern basis of accounting is appropriate. This includes disclosing, as applicable,
matters related to going concern and using the going concern basis of accounting unless
they either intend to liquidate the Entity or to cease operations, or have no realistic
alternative but to do so.

Auditor’s responsibilities for the audit of the Financial Report

Our objective is:

e 1o obtain reasonable assurance about whether the Financial Report as a whole is free from
material misstatement, whether due to fraud or error; and

e toissue an Auditor’'s Report that includes our opinion.

Reasonable assurance is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with Australian Auditing Standards will always detect a material misstatement when it
exists.

Misstatements can arise from fraud or error. They are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on
the basis of the Financial Report.

A further description of our responsibilities for the audit of the Financial Report is located at the
Auditing and Assurance Standards Board website at:
http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf. This description forms part of our Auditor’s
Report.



http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf

Restriction on use and distribution

The Financial Report has been prepared to assist the Directors of Export Finance Australia in
complying with the financial reporting requirements with respect to the U.S. Programme for the
Issuance of Debt Instruments.

As a result, the Financial Report and this Auditor’s Report may not be suitable for another purpose.
Our opinion is not modified in respect of this matter.

Our report is intended solely for use in the U.S. Programme for the Issuance of Debt Instruments and
should not be used by or distributed to parties other than the incorporation in U.S. Programme for
the Issuance of Debt Instruments. We disclaim any assumption of responsibility for any reliance on
this report, or on the Financial Report to which it relates, to any person other purpose than that for
which it was prepared.

YA AL

KPMG Andrew Reeves
Partner

Sydney
9 September 2022
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