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Appendix B: Supplementary Expenses Table
and the Contingency Reserve

Expenses

Table B.1 shows estimates of Australian Government general government expenses by
function and sub-function for 2025-26 and the forward years.
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Table B.1: Estimates of Australian Government general government expenses by function and sub-function®

General public services
Legislative and executive affairs
Financial and fiscal affairs
Foreign affairs and economic aid
General research
General services
Government superannuation

benefits

Defence

Public order and safety

Education

Health

Social security and welfare

Housing and community amenities

Recreation and culture
Fuel and energy
Agriculture, forestry and fishing
Mining, manufacturing
and construction

Estimates

2025-26 2026-27 2027-28 2028-29
Change Change Change Change
on on on on
Budget MYEFO Budget Budget MYEFO Budget Budget MYEFO Budget Budget MYEFO Budget
$m $m % $m $m % $m $m % $m $m %
1,895 2,024 7 1,803 1,864 3 2,060 2,058 0 1,704 1,720 1
10,428 10,401 0 10,353 10,045 -3 9,849 9,600 -3 9,997 9,763 -2
7,878 9,203 17 8,352 8,263 -1 8,965 9,115 2 8,951 8,911 0
4,527 4,675 3 4,259 4,375 3 4,330 4,332 0 4,425 4,394 -1
1,287 1,354 5 1,300 1,341 3 1,360 1,343 -1 1,443 1,465 2
5,403 5,980 11 5,627 5,518 -2 5,938 5,793 -2 6,308 6,051 -4
51,483 51,598 0 52,567 52,062 -1 56,487 54,851 -3 61,238 59,270 -3
9,145 9,432 3 8,045 8,222 2 7,830 7,896 1 7,815 7,926 1
54,030 65,259 21 56,157 56,852 1 58,395 58,912 1 60,397 60,833 1
124,803 126,637 1 125,901 130,481 4 130,423 135,615 4 134,767 140,209 4
290,966 295,963 2 299,436 303,244 1 309,531 314,655 2 323,612 328,969 2
8,952 10,365 16 7,021 9,683 38 5,562 6,672 20 5,125 6,139 20
5,867 6,039 3 5,709 5,996 5 5,974 6,215 4 6,378 6,321 -1
19,237 21,237 10 15,079 15,247 1 16,213 17,882 10 18,273 17,404 -5
4,427 4,828 9 4,152 4,524 9 3,511 3,787 8 3,156 3,360 6
5,522 5,673 3 5,511 5,649 3 5,947 6,104 3 6,663 7,093 6
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Table B.1: Estimates of Australian Government general government expenses by function and sub-function (continued)®

Estimates
2025-26 2026-27 2027-28 2028-29
Change Change Change Change
on on on on
Budget MYEFO Budget Budget MYEFO Budget Budget MYEFO Budget Budget MYEFO Budget
$m $m % $m $m % $m $m % $m $m %
Transport and communication 16,557 16,264 -2 16,380 16,044 -2 16,320 15,694 -4 16,484 15,885 -4
Other economic affairs
Tourism and area promotion 206 203 -1 194 191 -2 194 184 -5 192 181 -6
Labour and employment affairs 5,854 6,266 7 5,521 5,633 2 5,397 5,361 -1 5,508 5,463 -1
Immigration 3,895 4,497 15 3,452 3,450 0 3,341 3,254 -3 3,311 3,209 -3
Other economic affairs nec 3,603 3,848 7 3,469 3,520 1 3,332 3,340 0 3,274 3,257 -1
Other purposes
Public debt interest 28,429 27,741 -2 33,091 31,770 -4 37,501 36,660 -2 41,715 41,104 -1
Nominal superannuation interest 15,198 14,803 -3 15,685 15,720 0 16,084 16,102 0 16,517 16,511 0
General purpose inter-government
transactions 104,363 105,187 1 109,946 112,359 2 115,684 117,774 2 121,377 124,777 3
Natural disaster relief 874 1,183 35 612 474 -23 338 361 7 126 121 -4
Contingency reserve 842  -1,429 -270 6,972 6,443 -8 12,385 10,434 -16 20,639 17,127 -17
Total expenses 785,670 809,232 3 806,594 818,970 2 842,949 853,996 1 889,397 897,459 1

a) The 2025-26 Budget numbers are used in this table as this table was not published in the 2025 PEFO.
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Contingency Reserve

The Contingency Reserve (other purposes function) is an allowance, included in aggregate
expenses, principally to reflect anticipated events that cannot be assigned to individual
programs in the preparation of the Australian Government budget estimates. The
Contingency Reserve is used to ensure that the estimates are based on the best information
available at the time of the Mid-Year Economic and Fiscal Outlook (MYEFO). It is not a
general policy reserve.

While the Contingency Reserve is designed to ensure that aggregate estimates are as close
as possible to expected outcomes, it is not appropriated. Allowances that are included in
the Contingency Reserve can only be drawn upon once they have been appropriated by
Parliament. These allowances are allocated to specific entities for appropriation closer to
the time when the associated events occur.

The Contingency Reserve contains an allowance for the tendency for estimates of expenses
for existing Government policy to be revised upwards in the forward years, known as the
conservative bias allowance (CBA). Since the 2025 Pre-election Economic and Fiscal Outlook
(PEFO), the allowance has been drawn down to:

» Viof a percentage point of total general government sector expenses (excluding GST
payments to the states) in the first forward year 2026-27 ($1.8 billion)

* % of a percentage point of expenses in the second forward year 2027-28 ($5.5 billion)

+ 1% of a percentage point of expenses in the third forward year 2028-29 ($11.5 billion).

The drawdown of the CBA reduced expenses by $1.7 billion in 2026-27, $1.7 billion
in 2027-28, and $3.7 billion in 2028-29. This is consistent with long standing practice and
does not represent a saving.

The Contingency Reserve includes provisions to reflect:

* expected increased contributions to the states and territories for the future National
Health Reform Agreement Addendum and Disability Foundational Supports, including
$2 billion over five years from 2026-27 for the Thriving Kids Program; and

+ the Government’s commitment to provide $12 billion over the next decade for a Defence
Precinct at Henderson in Western Australia, to support naval shipbuilding and delivery
of Australia’s nuclear-powered submarine pathway.
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In general, the Contingency Reserve can also include:

» commercial-in-confidence and national security-in-confidence items that cannot be
disclosed separately

+ financial assistance to state and territory governments for future programs and reforms
subject to negotiations, including commitments made by National Cabinet

* the effect on the budget and forward estimates, of economic parameter revisions
received late in the process and hence not able to be allocated to individual entities
or functions

» decisions taken but not yet announced by the Government, and decisions made too late
for inclusion against individual entity estimates

+ provisions for other specific events and policy changes that may impact the budget
estimates, including the continuation of terminating measures

+ aprovision for underspends in the current financial year reflecting the tendency for
budgeted expenses for some entities or functions not to be met.
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