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[bookmark: _Toc238200007]PURPOSE
[bookmark: _Toc152330693][bookmark: _Toc126829907]The Borrowing Management Policy Framework establishes the principles for prudent and effective management of the Australian capital market debt liabilities of the ACT for which the Chief Minister, Treasury and Economic Development Directorate is responsible, represented by Treasury. The framework provides guidance on Treasury’s debt issuance activities and the ongoing management of the debt portfolio.
[bookmark: _Hlk89842659]The Government’s market borrowings are executed and managed through the Territory Banking Account (TBA) within Treasury. The TBA undertakes external borrowing activities in the name of the Australian Capital Territory.
A centralised legislative, governance and control framework underpins borrowing activities to achieve the following outcomes:
· consistent application of policy and governance requirements;
· a single Territory entity engaging with financial markets;
· compliance with legislative obligations;
· economies of scale and cost efficiencies; and
· consistency in financial reporting and budgeting.
This framework is intended to provide high-level guidance on the Territory’s approach to debt issuance, management and the governance and oversight of borrowing activities. 
[bookmark: _Toc238200008]LEGISLATIVE REQUIREMENTS
The Australian Capital Territory (Territory) is a body politic established by section 7 of the Australian Capital Territory (Self-Government) Act 1988 (Cth).
For the purpose of this framework, the term Territory refers to: 
· the Australian Capital Territory in a geographical sense; and 
· the body politic established under section 7 of the Australian Capital Territory (Self-Government) Act 1988 (Cth). 
The legal entity for capital market borrowings referred to in this framework is the Australian Capital Territory.
The Territory’s authority to borrow is provided under the Financial Management Act 1996 (FMA), which establishes the legislative basis for borrowing activities.
· Section 40 provides that the Treasurer may, on behalf of the Territory, if necessary or expedient in the public interest to do so—
(a)	borrow money; 
(b)	provide security for the repayment of borrowings or payment of interest; or
(c)	enter into financing leases.
· Section 45 requires that all proceeds of borrowings undertaken on behalf of the Territory are to be paid into the Territory Banking Account.
· Section 46 provides that the Treasurer may, without further appropriation, make payments necessary for—
(a)	interest on borrowings; 
(b)	repayment of borrowings; or
(c)	expenses associated with borrowing and repayment activities.
[bookmark: _Toc238200009]TERRITORY BANKING ACCOUNT
Unlike the other Australian states, Territories and the Commonwealth Government, where separate statutory corporations or authorities manage investment and borrowing activities, these functions are undertaken centrally within Treasury through the TBA.
The TBA is prescribed as a separate directorate under section 133 of the FMA. The TBA operates the central public account and performs a range of functions through Treasury’s Investments and Borrowings Unit, including:
· managing the Territory’s financial investment assets and borrowing liabilities, supported by established investment and borrowing policies and objectives;
· coordinating and implementing cash management, investment and borrowing activities. 
In addition, the TBA is responsible for the disbursement of appropriated funds to agencies and directorates, and receiving all revenues collected on behalf of the Territory.
[bookmark: _Toc238200010]BORROWINGS GOVERNANCE
Under Administrative Arrangements (established periodically by Notifiable Instrument), the Treasurer is responsible for, among other functions, borrowing and funds management, as well as the administration of the FMA.
Operational borrowing decisions and associated authorisations are undertaken by designated Treasury officials. These officials exercise delegated authority from the Treasurer, in accordance with the relevant provisions of the Legislation Act 2001 and applicable FMA financial delegations.
BORROWING AUTHORISATIONS AND DELEGATIONS
As part of the governance and accountability framework, the Treasurer issues Treasury Authorisations (updated periodically) to supplement the borrowing approval provisions under section 40 of the FMA. 
These Treasury Authorisations:
· establish a maximum borrowing limit, incorporating existing outstanding borrowings and the most recent Budget and forward estimates for the general government and Icon Water;
· set out the general terms and conditions applicable to new borrowings; and
· delegate authority to the Under Treasurer to execute borrowing transactions within the approved limit and in accordance with the specified terms and conditions.
For each new issuance of a fixed rate medium-term note, floating rate note or inflation-linked note, the Under Treasurer issues a transaction-specific Treasury Authorisation. This authorisation supplements the section 40 FMA Treasurer authorisation and sets out the detailed terms and conditions of the borrowing.
All transaction-specific authorisations must be consistent with the prevailing Treasurer-approved Treasury authorisation, including the applicable borrowing limit and general terms and conditions.


[bookmark: _Toc238200011]OBJECTIVES AND STRATEGY
DEBT MANAGEMENT OBJECTIVES
The primary debt management objective is to meet the ongoing financing requirements of the Territory having regard to the Territory’s broader macroeconomic and fiscal strategies.
The key debt management objectives are to:
· ensure the timely management of the Government’s liquidity and financial payment obligations;
· raise funds to support the Government’s ongoing capital requirements;
· achieve competitive funding costs relative to Australia Semi-government peers, taking into account the Territory’s credit rating and outstanding debt profile;
· manage refinancing and maturity risks through appropriate diversification of issuance tenors, volumes and liquidity;
· minimise variability in interest costs over time; and
· promote a diverse and sustainable investor base through broad market participation.
DEBT MANAGEMENT STRATEGY
The debt management strategy supports the achievement of the Territory’s debt management objectives by guiding borrowing decisions and managing financial risks. The strategy considers the financial and risk characteristics of the Territory’s current and project cash flows.  
The strategy facilitates the assessment and management of trade-offs between expected borrowing costs and associated risks within the debt portfolio.
Each financial year, Treasury develops a debt issuance strategy informed by the Government’s Budget estimates of financing requirements. This process also considers prevailing capital market conditions, investor demand, risk factors and potential cost implications.
The debt management strategy is designed to ensure alignment with, and effective delivery of, the Territory’s debt management objectives. 
[bookmark: _Toc238200012]DOMESTIC DEBT ISSUANCE PROGRAMME
Treasury has established an Australian Dollar Debt Issuance Programme (Programme) under which approved borrowings are raised through the issuance of financial debt instruments (Notes) in the Australian capital markets.
· Territory Notes (Bonds) are issued under the terms and conditions of the Programme in the name of the Australian Capital Territory (the Issuer), being the legal issuing entity.
The Programme comprises the following key documentation:
· Information Memorandum, which provides detailed information about the Issuer and the terms and conditions applicable to the issued Notes;
· Agency Agreement, which is the ASX Austraclear Registry and Issuing and Paying Agency Services Agreement between ASX Austraclear and the Territory;
· Note Deed Poll, which is a legal instrument binding on the Territory that evidences the obligations in respect of the issued Notes;
· Dealer Agreement, which sets out the roles, responsibilities and terms governing the relationship between the Territory and the Programme dealers in relation to the issuance of Notes; and
· Legal Opinion, which provides legal confirmation regarding the validity and enforceability of the Programme and associated documentation.
PROGRAMME LEGAL ADVISER
Treasury engages an external specialist legal advisor to provide ongoing support in relation to the debt issuance Programme. This includes maintaining and updating Programme documentation, providing legal opinions on the Programme documentation, providing legal opinions on the Programme, and preparing the necessary legal documentation for each new debt issuance transaction.
PROGRAMME DEALERS
Treasury’s debt issuance activities are supported by a panel of Dealers, each appointed under the Programme Dealer Agreement.
Dealers act as intermediaries between the Territory and investors, facilitating efficient access to capital markets. In consultation with Treasury, Dealers undertake a range of functions to promote, structure and execute Note issuances, including:
· providing market intelligence and analysis on the timing, structure and terms of issuance, taking into account market conditions, investor demand and competing supply;
· coordinating with advisors, determining the sales approach, and supporting marketing activities, including investor roadshow preparation;
· assisting, in conjunction with legal and other advisers, in the preparation of required issuance documentation;
· issuing market announcements regarding funding intentions, as directed by the Territory;
· distributing key programme documentation to investors;
· launching issuances to market;
· managing the bookbuild process, including capturing investor demand and pricing indications;
· supporting the Territory in determining final pricing (issue yield);
· subscribing to the issued Notes;
· assisting with transaction settlement; and 
· supporting liquidity by facilitating secondary market trading in issued Territory Notes.
DEBT ISSUANCE INSTRUMENTS
The Territory may issue a range of Australian dollar-denominated debt instruments under the Programme, including:
· Electronic Promissory Notes (EPNs) are short-term money market instruments, typically with maturities of 3 to 6 months. EPNs are issued at a discount to face value, with the difference representing the interest earned. The full face value is repaid at maturity. Issuances with maturities of less than 12 months are generally to support liquidity management or to address short-term mismatches between revenue receipts and payment obligations. 
· Floating Rate Notes (FRNs) are debt securities typically issued with maturities of 2 to 5 years. Interest payments are linked to a variable benchmark rate, usually the Bank Bill Swap Rate (BBSW), plus a fixed margin determined at issuance. Interest is paid quarterly and resets in line with the benchmark rate. The principal is repaid at maturity. FRNs with maturities greater than 12 months are generally issued to support the Government’s budget funding requirements.  
· Fixed Rate Medium Term Notes (MTNs) are debt securities typically issued with maturities of 3 to 12 years. These securities are issued at a price (either a discount or premium to face value) determined by market conditions and the relationship between the coupon rate and the issue yield. Interest is paid semi-annually at a fixed rate for the life of the security, with principal repaid at maturity. MTNs with maturities greater than 12 months are used to finance the Government’s budget funding requirements.  
· Inflation-Linked Notes (ILNs) are debt securities with medium to long-term maturities where both principal and coupon payments are adjusted in line with the Consumer Price Index (CPI). Common structures include Capital Indexed Bonds, which pay periodic interest with principal repaid at maturity, and Indexed Annuity Bonds, which provide periodic payments of both interest and principal over the life of the security. ILNs with maturities greater than 12 months are used to finance the Government’s budget funding requirements.
CENTRAL SECURITIES DEPOSITORY
To support the efficient issuance, settlement and custody of debt securities in Australia, issuers utilise a Central Securities Depository (CSD). A CSD facilitates the electronic recording of ownership, settlement of transactions and maintenance of securities registers, including records of holdings on behalf of issuers.
In Australia, Austraclear is the primary CSD. Austraclear provides settlement and custody services for a broad range of financial instruments, including government bonds and corporate debt securities. Austraclear is a subsidiary of the Australian Securities Exchange (ASX).
The Territory became an associate participant in the Austraclear system in July 1990. All Territory-issued notes are held and transacted through the Austraclear CSD.
REGISTRY, ISSUING AND PAYING AGENCY SERVICES
Austraclear Services Limited is the Territory’s appointed provider of registry, issuing and paying agency services.
The issuance of debt securities requires the establishment of a registry to support the efficient creation of new securities and the effective administration of ongoing obligations. The registry facilitates the accurate maintenance of records and the timely execution of all associated corporate actions. 
As register, Austraclear Services Limited is responsible for:
· maintaining the register of securities and associated records;
· holding and managing issuance documentation;
· providing certificates where required;
· making the register available for inspection; and 
· supplying relevant documentation to authorised third parties.
Austraclear also undertakes issuing and paying agency functions on behalf of the Territory, including:
· establishing new securities within the Austraclear system;
· depositing securities and transferring them to initial investors;
· facilitating early redemption or withdrawal of securities where applicable;
· administering corporate actions;
· providing record date reports for interest and maturity payments; and
· processing payments of principal, interest and other amounts in accordance with issuer instructions.
In addition, Austraclear provides calculation agent services, including determining amounts or values for specific tranches or series of Notes, as specified in the relevant Pricing Supplement.
CREDIT RATING
The Territory engages S&P Global Ratings to provide independent credit rating services and to maintain a current credit rating opinion.
A sub-sovereign credit rating provides an independent opinion on the Territory’s capacity and willingness to meet its debt obligations, including the risk of default. The rating considers a range of factors, including financial management practices, budgetary performance, liquidity and debt levels.
Maintaining an independent issuer credit rating from a recognised credit rating agency is a prerequisite for raising borrowings through the issuance of Notes under the Territory’s Debt Issuance Programme.

[bookmark: _Toc86770308][bookmark: _Toc89841074][bookmark: _Toc238200013][bookmark: _Toc126829909]DEBT ISSUANCE
Electronic Promissory Notes
Electronic Promissory Notes (EPNs) are issued using a competitive, market-based process involving Programme Dealers active in the EPN market. 
The issuance process is designed to achieve competitive pricing and typically involves:
· notification to relevant Dealers of the proposed issuance, including key terms such as the issue amount, issue date and maturity date;
· submission of bids by Dealers; and
· allocation and settlement of the securities.
Floating Rate Notes, Fixed Rate Medium-Term Notes and Inflation-linked Notes
Floating Rate Notes (FRNs), Fixed Rate Medium-Term Notes (MTNs) and Inflation-linked Notes (ILNs) are issued through a syndication process. Under this approach, one or more Dealers are appointed from the Programme Dealer Panel via a Syndicate Appointment Agreement.
The syndication process:
· provides greater certainty of execution and enhanced control over pricing and issuance volume;
· supports transparent price discovery for investors; and 
· facilitates compliance with the public offer test requirements for exemption from interest withholding tax under section 128F of the Income Tax Assessment Act 1936 (Cth). 
Syndicated issuance is typically used for the establishment of new benchmark bond lines (primary issuance) and the increase of existing bond lines.
In limited circumstances, issuance may also occur through a reverse enquiry process. This involves a Programme Dealer proposing a transaction to Treasury, typically to increase the size of an existing bond line, for consideration.

[bookmark: _Toc89841085][bookmark: _Toc238200014]RISK MANAGEMENT
[bookmark: _Toc86770320][bookmark: _Toc89841086]The prudent application of debt management principles and practices reduces the Territory’s exposure to macroeconomic, market and financial risks.
A highly prescriptive approach to debt issuance and management may limit flexibility and increase the risk of unintended outcomes, particularly in the context of changing market conditions or evolving budgetary requirements. Accordingly, the Territory adopts a principles-based approach that balances risk management with operational flexibility.
Treasury does not seek to actively manage the debt portfolio to generate gains from anticipated movements in interest rates, credit spreads or other market variables. 
Key risk mitigation strategies include:
· limiting exposure to interest rate risk through a measured use of floating rate instruments;
· reducing refinancing risk by limiting reliance on short-term borrowing for capital funding;
· maintaining a diversified debt portfolio in terms of maturities (tenor) and issuance volumes;
· minimising foreign exchange rate risk by issuing debt securities exclusively within Australian capital markets;
· monitoring and forecasting cash flows to ensure sufficient liquidity to meet short-term obligations;
· managing liquidity prudently by balancing liquidity requirements against borrowing costs;
· maintaining diversity in funding instruments and issuance methods; 
· utilising an issuing and paying agent to reduce operational and settlement risks and ensure timely and accurate settlement;
· maintaining ongoing engagement with Dealers and investors;
· relying on timely, accurate and relevant market and financial information; and 
· supporting a robust governance framework with clear accountabilities, transparent decision-making and appropriate financial delegations.
[bookmark: _Toc89841091][bookmark: _Toc238200015]MONITORING AND REPORTING OF BORROWINGS
Borrowing activities and performance are subject to ongoing oversight, monitoring and reporting to ensure alignment with policy objectives and compliance requirements. This includes: 
· assessing outcomes against the stated debt management objectives;
· evaluating the performance of Programme Dealers relative to established standards and benchmarks;
· ensuring compliance with relevant legislative provisions, borrowing approvals and applicable terms and conditions; and
· preparing regular financial reports.
Treasury provides transparency through the public disclosure of borrowing-related information on the Treasury website (Treasury Publications). 
Published information includes:
· the Programme Information Memorandum;
· details of outstanding issued Notes; and
· [bookmark: _Hlk163213086]periodic funding updates.
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