Ratings On Australian State of Victoria Affirmed At 'AAA/A-1+'; Outlook
Remains Stable
MELBOURNE (Standard & Poor's) Nov. 8, 2013—Standard & Poor's Ratings Services said today that it had
affirmed its 'AAA/A-1+' ratings on the Australian state of Victoria. The outlook remains stable.
The ratings on the State of Victoria reflect our view of the strong institutional framework for state
governments in Australia, combined with Victoria’s very positive financial management; strong and
resilient economy; its very positive liquidity position; and manageable contingent liabilities. Partially
offsetting these strengths are the state's moderate budgetary performance and flexibility, and its rising
debt burden.
"We consider Victoria’s financial management to be very supportive of the state’s creditworthiness,"
Standard & Poor's credit analyst Anna Hughes said. "The state has continued to demonstrate fiscal
discipline through its response to ongoing revenue challenges. The government has made difficult political
decisions, including containing wage growth and reducing the number of public servants."
The government’s financial management strength is also reflective of the system in Australia, which
incorporates a high degree of transparency, including full consolidation of government businesses in
budgeting and accrual accounting. In our view, Victoria’s own financial strength is evidenced by its
prudent approach to debt and liquidity management, as well as the development of medium- and longterm fiscal and economic strategies. It has a history of economic reform that will over time increase the
productivity of the state. We don’t expect the commitment to fiscal discipline to change over the life of the
current parliament.
Given weaker-than-expected revenue growth and limited revenue flexibility, Victoria’s budgetary
performance has weakened over the past few years. As a consequence, its debt burden has risen as the state
relies more on external funding to deliver its capital projects. Our expectation is that as revenues
strengthen and the state realizes the benefits of its fiscal discipline, its operating position both before and
after capital expenditure will also strengthen, and debt will peak at about 93% in fiscal 2015.
Ms. Hughes added: "The stable outlook reflects our expectation that Victoria will continue to demonstrate
fiscal discipline, improving its cash operating position and reducing its reliance on external funding for its
infrastructure needs over the medium term."
Downward pressure on the rating would occur if there is further weakening in the state's revenues without
corrective action from the government, worsening its budgetary performance. This would be demonstrated
if cash operating surpluses were less than 5% and after-capital account deficits were greater than 10% over
a sustained period, or debt levels increased significantly due to a new and large capital program. In our
view, we consider the likelihood of such a change in government policy as limited over the next two years.
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Standard & Poor's Ratings Services, part of McGraw-Hill Financial (NYSE:MHFI), is the world's leading
provider of independent credit risk research and benchmarks. We publish more than a million credit
ratings on debt issued by sovereign, municipal, corporate and financial sector entities. With over 1,400
credit analysts in 23 countries, and more than 150 years' experience of assessing credit risk, we offer a
unique combination of global coverage and local insight. Our research and opinions about relative credit
risk provide market participants with information and independent benchmarks that help to support the
growth of transparent, liquid debt markets worldwide.
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