THE TASMANIAN GOVERNMENT'S BUDGET

HOTEL GRAND CHANCELLOR HOBART
12™ JUNE 2018

SAUL ESLAKE

bettercallsaul.com.au CORINNA ECONOMIC ADVISORY PTY LTD



An overview of Tasmania’s state public sector

O The ‘general government’ sector - depariments and agencies which are funded primarily by taxes
and grants (through the Public Account), rather than by revenue from the sale of goods or services
— government departments (Education, Health, Police & Emergency Services, Premier & Cabinet etc)
— agencies such as Parliament, Office of the Governor, Ombudsman, Tourism Tasmania, Audit Office etc
— some statutory authorities such as TasTAFE, Botanical Gardens, State Fire Commission, MAST, Inland Fisheries

O The ‘public non-financial corporations’ sector - government owned-entities which are funded
primarily by revenue from the sale of goods and services

— Government business enterprises (subject to their own enabling legislation and the Government Business
Enterprises Act 1998) — Hydro Tasmania, Forestry Tasmania, Port Arthur Historic Site Management Authority,
Public Trustee

— State owned companies (subject to their own enabling legislation and the Commonwealth Corporations Act
2001) - Aurora Energy, TasNetworks, Metro Tas, Tas Irrigation, Tas Rail, Tas Ports, Tasracing, TT-Line

O The ‘public financial corporations’ sector - government-owned entities which are funded primarily by
revenue from selling financial services and/or investment income

— the Tasmanian Public Finance Corporation (Tascorp) which borrows and invests on behalf of the general
government sector, GBEs and SOCs, and

— the Motor Accidents Insurance Board
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Revenue and expenses of the Tasmanian public sector, 2016-17
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Assets and liabilities of the Tasmanian public sector, 2016-17
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Tasmania’s state public sector is relatively larger than that of most other
states and territories
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Tasmanian ‘general government’ sector revenues, 2016-17
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Tasmania gets a bigger share of its revenue from the GST and other
Commonwealth grants than any other state or territory except the NT

‘General government’ revenue by source, States and Territories, 2016-17
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Tasmania’s GST share reflects its below-average capacity to raise revenue
and, to a lesser extent, an above-average requirement for spending

Assessed revenue per capita raised
from average State tax regime, 2016-17
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Source: Commonwealth Grants Commission, 2018 Update Report, Tables S7-1 to S7-6.
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The possibility of major changes to the way in which GST revenue is
carved up among States and Territories is a major threat to Tasmania

GST revenue shares per Revenue impact of alternative GST revenue-sharing schemes
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Tasmanian ‘general government’ sector ‘operating’ expenses, 2016-17
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Tasmania actually raises about 12% ($250mn) less revenue than it would,
if it levied State taxes at the average level of all States and Territories

‘Tax severity ratios’, States and

Territories, 2016-17
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levied a particular tax or charge, or total taxes and charges, af the same rate over the same base as the average of all States and Territories, after faking into
account differences between a particular State or Territory's capacity to raise revenue, and the average of all States and Territories.

Source: Commonwealth Grants Commission, 2018 Update Report, Tables S7-1 to S7-6.
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Tasmania spends about 6% (S335mn) less on service provision than it would
need to, to provide services at the all-States-and-Territories average level

‘Level of service provision ratios’,
States and Territories, 2016-17
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The Budget is the annual financial plan of the general government sector

O Strictly speaking, the Budget is the instrument by which money is ‘appropriated’ by Parliament (that
is, authorized to be spent) out of the Consolidated Fund, which is the principal account within the
Public Account

which is why the Treasurer’s ‘Budget Speech’ in Parliament is actually the ‘Second Reading’ speech on ‘a Bill
for an Act for the appropriation of <an amount of money> out of the Consolidated Fund for the services of the
Government for the financial year ending on 30 June 20xx’ and ‘a Bill for an Act for the appropriation of

<another amount> for the services of the Parliament and Statutory Offices for the financial year ending on 30
June 20xx’

Q In practice, the Budget is a series of documents in which the Treasurer, on behalf of the Government

defines or re-iterates the Government’s ‘fiscal strategy’ - its over-riding objectives for the management of the
State’s public finances

sets out its view of the outlook for the State’s economy

announces and explains any changes in state taxes, fees or charges which the Government wishes to make
announces and explains any new spending programs, or increases or reductions in spending on existing
programs, upon which the Government has decided

explains how the Government proposes to manage the public sector’'s assets and liabilities

makes a detailed series of forecasts and projections of individual items of revenue and expenditure, and
assets and liabilities, for individual departments and agencies, for the ‘general government’ sector, and for
the public sector as a whole, for each of the next four financial years
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The Budget Papers

The Budget Speech
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The operation of the Public Account

State taxation
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The core of Budget Paper No 1 is the three financial statements for the
general government sector

|
O The income statement - which shows (for the budget year and the three following years)

revenue and expenses from transactions between the Tasmanian general government sector (on the one hand)
and everyone else (businesses, individuals and households, community organizations, other parts of the
Tasmanian public sector, the Commonwealth and local governments)

the difference between revenue and expenses - the net operating balance

‘other economic flows’ arising from transactions in non-financial assets and changes in the value of the
government’s investments in GBEs and SOCs, or holdings of non-financial assets

the government’s purchases and sales of non-financial assets, and

the sum of the net operating balance and net purchases of non-financial assets (less depreciation) — otherwise
known as the fiscal balance

O The balance sheet - which shows (for the budget year and the three following years)

the value of general government sector’s assets and liabilities
and in particular the level of net debt (borrowings minus the sum of cash and deposits and investments)

O The cash flow statement — which shows (for the budget year and the three following years)*

cash receipts from and payments for ‘operating activities’ (ordinary service provision)

net cash flows from purchases and sales of non-financial assets, and from transactions in financial assets (equity
and debt) for policy purposes

net borrowing, and

the cash surplus or deficit (net cash flows from ‘operating activities’ plus net cash flows

from transactions in non-financial assets) SAUL ESLAKE
CORINNA ECONOMIC ADVISORY




Chapter 4 of Budget Paper 1 provides forward estimates of the
Government’s income statement

Table 4.1: General Government fmoome Statement
20161 201718 2018-19 2019-20 2020-21
Forward  Forward Forward
Budget Budget Estimate Estimate Estimate
$m $m $m $m $m
Revenue from Transactions 55737 5B74.0 5863.0 59848 60487
Less Expenses from Transactions 5 496.3 58198 58123 59336 6003 4
Equals NET OPERATING BALANCE 773 54.3 50.7 513 453
Less Met Acquisition of Non-Financial Assets
Purchases of Non-Financial Assets™ 5308 608.9 574.0 4021 3427
Less Sale of Mon-Financial Assets 28.3 33z 04 308 ang
Less Depreciation 2684.5 268.8 283.7 3228 3376
23748 / g2 27348 48.5 (25.8)
Equals FISCAL BALANCE \ {1 m.ﬁi [253.9) {229.2) 28 71.1
Table A1.2:  General Government Income Statement
201617 201718 2018-19 2015-20 2020-21
Estimated Forward Forward Forward
Outcome Budget Estimate Estimate Estimate
$m Sm $m $m $m
Revenue from Transactions 64996 58740 58630 59848 60487
Less Expenses from Transactions 56876 58198 58123 59336 60034
Equals NET OPERATING BALANCE 8120 543 50.7 513 453
Less Met Acquisition of Mon-Financial Assets 4853 600.0 574.0 402.1 3427
Purchases of Mon-Financial Assets 204 3az 30.4 0.8 309
Less Sale of Mon-Financial Assets T o8& MRaT 3798 ]
Less Depreciation 1989 / 3082 2799 485 (25.8)
Equals FISCAL BALANCE 6131/ [2533) (2232 2.8 A

A ‘trap for young
players’ - the
numbers given in the
main body of BP1 for
the financial year
that's about to end
are last year’s Budget
numbers

(T

The latest numbers
for the financial year
that’'s about to end
are to be found in the
‘Uniform Government
Reporting’ tables, in
Appendix 1

—

Chapter 1 of BP 1 includes an important table,
which shows the extent to which any
predictions of a net operating surplus are
reliant on ‘one-off’ capital grants from the

federal government

Table 1.2:

Underlying Net Operating Balance, 2016-17 to 2020-21

20617 201718 201815 2049-20 2020-21
Estimated
Outcome Budget Estimate Estimate Estimate

Forward Forward Forward

MNet Operating Balance

Less

Oine-off Australian Government Capital Funding
Roads and Rail Funding!
Royal Hobart Hospital Redevelopment
Sustainable Rural Water Use and Infrastructure

F"rt:lgr.su'n2

Mersey Community Hospital Transfer
Australian Government Payment
Asset Value Transfer

Underlying Net Operating Balance

$m $m $m $m $m
8120 543 50.7 5.3 453
119.8 116.1 48.2 60.0 60.0
250 15.0 100
220 18.0 14.0
T304
10.0
9072 150.1 731 60.0 600

[B53) (95.8)  (224) (.7} (14.7)

(Tasmania is at least more honest about this than other State

Governments)
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|
Major income statement aggregates as shown in successive Budgets, 2014-15 to 2017-18

GST revenue
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Source: Tasmanian Government, Budget Paper No 1, 2012-13 through 2017-18.
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Key components of the general government sector income statement

Total ‘operating’ revenue
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Key components of the general government sector income statement
(continued), cash flow statement and balance sheet

|
Maijor financial statement aggregates as shown in successive Budgets, 2014-15 to 2017-18
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19 Source: Tasmanian Government, Budget Paper No 1, 2012-13 through 2017-18. S A U L E S L A K E
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Tasmania has a very sirong general government net debt position, but it
has by far the worst unfunded public sector superannuation liability

Net debt Unfunded superannuation Annual cost of Tasmanian
superannuation payments
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Note: Net debt and unfunded superannuation liabilities are for the general government sector of each State and Territory. S A U L E S L A K E
Sources: State and Territory Governments, Treasurer's Annual Financial Report or equivalent documents, 2016-17; Tasmanian Government, Budget Paper
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There's a two-way flow of causes and effects between the budget and
the economy

State Government

The Tasmanian
economy The State budget
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‘Parameter variations’ normally have a bigger impact on changes in the
budget bottom line than ‘policy decisions’

|
Impact of ‘parameter variations’ and ‘policy decisions’ on forecasts of the net operating
balance for the budget year in the last six state budgets
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2 Source: Tasmanian Government, Budget Paper No 1, Policy and Parameter Statement, 2012-13 through 2017-18. S A U L E S L A K E
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‘Policy decisions’ typically change revenues and expenses by relatively
small amounts

Impact of policy decisions on revenues Impact of policy decisions on revenues
over four-year forward estimates periods over four-year forward estimates periods
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Budget Budget
Source: Tasmanian Government, Budgef Paper No 1, Policy and Parameter Statement, 2011-12 through 2017-18. S A U L E S L A K E
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2017-18 BUDGET PRIORITIES

The 2017-158 State Budget is strongly focused on the delivery of the Government's priorities outlined in its
Fian for a Brighter Future: Deliverables 20717 document. These priorities are: health and education; jobs and
economic growth; and supporting Tasmanians in need. Together with the effective implementation of the
Govemment's Fiscal Strategy, the 2017-18 Budget delivers a comprehensive package of initiatives that will
deliver better services to the Tasmanian community and continue to drive jobs and economic growth.

Key priorities being implemented as part of the 2017-18 Budget are detailed below. Further information on
key deliverables for all Government agencies is provided in individual agency chapters of Government
Services Budget Paper No 2.

Health and Educafion

The Government is committed to continuing its substantial investment in health and education. The 2017-18
Budget forecasts record health spending over four years of over §7 billion, an increase of more than
3650 million compared with estimates in the 2016-17 Budget. Education spending is also at record levels over
four years and will increase by more than 5250 million to total $6.4 billion over the Budget and Forward
Estimates peried, compared with estimates in the 2016-17 Budget. The 2017-18 Budget includes significant
additional funding that will improve the delivery of services to the Tasmanian community and support the
development of service infrastructure that builds on the far-reaching investment that has already been made
by the Government in these critical areas. This investment supports major Government reforms such as One
State, One Health System, Better Oufcomes and changes to the Education Act. Additional funding in the
2017-18 Budget includes the following new major initiatives:

Health

«  F100 milion for key hospital initiatives;

+ 367.3 million to support Patients First - Stage 2 - New Hospital Beds and Staff;
Jobs and Economic Growth

Investing to support jobs and economic growth is a high priority for the Government. Notwithstanding the
Government's achievements to date and the increasing strength of the Tasmanian economy, the Govemment

i= committed to driving further economic growth and job creation. Major initiatives in the 2017-18 Budget
include:

= 521.8 million to support the Cradle Mountain Visitor Experience;
= 520 million to support business by reducing eleciricity costs;

=  $17.1 million for a payroll tax rebate to support the employment of new apprentices, trainees and youth;

Source: Tasmanian Government, Budget Paper No 1, 2017-18, Chapter 1.

The first Chapter of Budget Paper No 1 summarizes the key details of the
Budget

2017-18 BUDGET ESTIMATES SUMMARY

The following sections provide a summary of the key Budget estimates included in the 2017-18 Budget.
Further detailed informaticn on these estimates is provided in this Budget Paper and, on an agency by agency
basis, within Government Services Budget Paper No 2.

Table 1.1: Key Budget and Forward Estimate Aggregates

201847 2017-18 2018-19 2019-20 2020-21
Forward Forward  Forward
Budget Budget Estimate Estimate Estimate

$m $m $m $m $m

GENMERAL GOVERMMENT

Ravenus 5ETAT 58740 586830 50848 60487

Expenses 5 406.3 5819.8 58123 50336 6 0034
Met Operating Surplus/{Deficit) 773 543 50.7 513 453
Fiscal Surplus/{Deficit) (1680.6)  (2538) (2292 28 T4
Met Debt at 30 June (301.3)  (451.8)  (200.0) (2129)  (3398)
Infrastructure Investment 5345 &57.0 604.8 42006 595

CURRENT BUDGET RISKS AND SENSITIVITIES

The achievement of a Net Operating Balance Surplus in 2015-16 was an important step in the implementation
of the Govemment's Fiscal Strategy. In the 2017-18 Budget, a further important step is taken with the
forecasting of a Net Operating Balance surplus in 2016-17 (estimated outcome) and in each year of the current
Budget and Forward Estimates period. Importantly there is also an estimated retum to a Fiscal Surplus in
2019-20, which increases in 2020-21, and General Govemment Met Debt will improve by approximately
$177.6 million by the end of the cument Forward Estimates period compared to the end of the 2016-17 Budget
Forward Estimates period.

A number of curment significant Budget risks and sensitivities are summarised below. Due to the changing
nature of the budgetary and economic envircnment, other risks and sensitivities may anse or existing risks
and sensitivities may assume greater importance during the course of the coming financial year.

SAUL ESLAKE
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The ‘Policy and Parameters’ Statement (within Chapter 4 of Budget Paper
No 1) provides a detailed account of all the Budget policy decisions

Table44:  Summary Policy and Parameter Statement, 2016-17 to Table45:  Policy and Parameter Statement, 2016-17 to 2020-21 Table 45 Policy and Parameter Statement, 2016-17 to 2020-21
2020-21 (continued) (continued)
1647 21748 201843 201820 2020-H 201617 2017418 201849 201920 2020-11 01647 2MTAE 201849 201320  2020-H
Estimated Forward  Forward F“""‘": Estimated Forward Forward  Forward Estimated Forward Forward  Forward
Outcome  Budget Estimate Estimate Estimate Outcome  Budget Estimate Estimate Estimate’ Outcome  Budget Estimate Estimate Estimate’
mo W Sm e mo mo Smo 6m $m $m Smo Smo Sm Smo $m
Forward Estimates {Net Operating Balance) as per Policy Decisions®
the 2ME-17 Budget (A) 3 13 (61.0) 184 Agency Expenditure less NET ACQUISITION OF NON-FINANCIAL
Forward Estimstes (Fiscal Balance] as per the Director of Public Prosecutions ASSETS FROM TRANSACTIONS
201617 Budget (B {160.8) (196.3) (183.0) 174 Comective Services Package 04 D4 04 04 Purchases of Non-Financial Assets from
Famiy Violence and Sexual Assault Unit 04 04 04 04 Transactions
REVENLE Reduction of Backlog of Criminal Cases 0.3 03 Policy Decisions?3
Policy DEDEIDTI‘S 400 40.0 10 11 08 08 Education
Parameter Adjustments B28.0 767 33748 3698 Education Baat Harbour Primary School 05 14
TOTAL REVENUE VARIATIONS (C) 5260 aer e 1998 Capital Assistance - Non-govemment Schools 15 15 15 15 Education Act Implementation - Capital 8.0 120
Education Act - Implementation 128 llawarra Frimary School 05 24
ET::?H SDES - oo - 50 504 ot Education Act - Refocusing Teaching and Lansdowne Crescent Primary School 1.1 ia
ey Heesions - : : - Leaming in the Early Years 05 10 10 05 Molesworth Primary School 0.3 18
Farameter Adjustments 150.1 128.0 78.1 1806 Education Act - Support for the Education and Northem Economic Stimulus Package 1.0 1.3 42) 8.1)
TOTAL EXPENSE VARIATIONS (D) 1913 3303 2654 /7.0 Care Sector . - Queechy High Schoal 20
Education Infrastructure Planning Framewark Southem Support Schoal 04 e
NET OPERATING BALANCE (A+C-D) 8120 54.3 50.7 513 453 and Feasibiity Study 03 Spreyion Primary Sehaol 0.3 14
Mon-govemment Schools State Students First Taroona High School i1 e
Less NET ACGQUISITION OF NON-FINANCIAL Contribution 12 1.4 16 25 ‘ear 7-12 Implementation Plan - Capital 1.5 1.5 1.5
ASSETS (Office of Tasmanian Assessment, Standards 1.0 157 143 (B 81
Purchases of Non-Financial Assets and Certification 08 0.4 02 0.2 Primary Industries, Parks, Water and
Palicy Decisions 211 748 g7 535 574 Envi ;
Parameter Adustments (56.8) 121 108.1 420 Health and Human Services and Tasmanian nvironmen
- - - - Health Service Biotoxin Testing Laboratory 12
{83.3) 1067 1788 1008 Cradle Mountain Visitor Experience B8 10.0 ag
Building a Joined Up Human Services Support i ) ’ ’
System 08 04 June 2018 Floods - Parks Infrastructure Bo 22
Less Sale of Mon-Financial Assets ¥ : B § ;
c - Marria Island Rediscoverad ne 08
Pulicy Decisions 25 ommissioner fer Children and Young People 05 Ds 05 0.5 ) oa
Elder Abu 02 Crange-bellied Parrot Facdity 25
Parameter Adjustments 1.0 22 16 a0 & Abuse - Touriem Infrastruchure in Parks an 40
10 47 16 20 Equal Remuneration Order (ERO) Costs 25 - -
Frontiine Staffing Costs - Supplementation 34 36 36 EX: 50 203 148 30
. . I State Growth
P - Housing Tasmania Property Modification
Less Depreciation - Total Parameter Adjustments 2.3 [1.4) 13 Fi| Program 20 A Warkf for Now and the Future 0t 01 a1 0t
NET ACQUISITION OF NON-FINANCIAL ASSETS : Bonnet Hill Road 14 (14)
Investing in Ambulance Tasmania 21 25 25 25 ) v
VARIATIONS (E) (30) 1034 1758 474 Flood Recovery - Roads Funding 47
FISCAL BALANCE (B+C-DE) 6131 (2539) (2293) 28 7.4

25 Source: Tasmanian Government, Budget Paper No 1, 2017-18, Chapter 4. S A U L E S L A K E
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Budget Paper No 2 provides details of the services and programs provided
by each agency, and forecast financial statements at the agency level

Table 2.1: Key Deliverables Statement

Table 2.2 QOutput Group Expense Summary

2017-18 2018-13 2019-20 2020-21 201617 201718 204819 201820 2020-1
Foreard Forward Forward Forward Forward Forward
Budget  Estimate  Estimate  Estimate Budget Budget Estimate  Estimate  Estimate
§'000 £'000 $'000 §'000 $'000 §'000 $'000 $'000 £'000
Capital Assistance - Non-Government Schools 1500 1500 1500 1500 Minister for Education and Training
Disability Taskforce 3000 3000 3000 3000
Education Act Output Group 1 - Education
Education Act Implementation 122 538 533 8358 16848 1.1 In School Education O7I477  DE5585 1007478 1024218 1058258
Capital G000 12 000 1.2 School Support Services? 14034 12784 12 580 12815 13193
Project Implementation 4250 1.3 Early Leaming® G268 11 586 12703 garz 10 221
Refocusing Teaching and Leaming in Early Years 425 a5 1 000 530 1.4 Statutory Offices? 2 485 4378 4023 3807 3473
Support for the Education and Care Sector? 2250 3000 996266 1024364 1036784 1050813 1083643
Education Infrastructure Planning Framework and Feasibility Output Group 2 - LINC Tasmania
Study . 2.1 Information Services and Community Learning MT22 35738 36130 36 583 37 455
New Infrastructure Commitments for Government Schools 4450 13 050 3165 g 110 2.2 Tasmanian Archives and Heritage Office 2951 3307 3340 3408 3406
Ciffice of Tasmanian Assessment, Standards and Certification 380 200 200 37673 39 045 19 479 39999 40 951

Child and Student Wellbeing

Funding of $1.6 million over four years has been provided to establish a Child and Student Wellbeing Unit
that will be responsible forimplementing a new Child and Student Wellbeing Strategy for Government schools.
The role of the Unit will be to support on-ground delivery through coordinating the development of the
Department's strategy and associated professional leaming and fo develop targeted policies, programs, and
initiatives to improve child and student welll:eing. Within this context, a review of the effectiveness of the
current approach to allocating professional support resources will be undertaken. Funding of

5390 000 per annum has been allocated in 2017-18.

Stay ChatTY Grants

A grant payment of 3250 000 will be made, in 2017-18, to Stay ChatTY to work with Govermment schools to
deliver itz message to keep talking for suicide prevention and mental health awareness.

1.1 In School Education

The services provided under this Output focus on the delivery of education to students in schools enrolled in
claszes from Kindergarten to Year 12. The purpose of this Output is to provide a range of educational services
that will help students develop intellectually, socially, morally, emationally and physically in a stimulating,
inclusive and supportive envirenment. The services provided under this Output are crucial to ensure that
Tasmania's young people obtain the knowledge, =kills, behaviour and dispositions necessary to continue their
education and fraining, become job-ready and lead happy and fulfilling lives. The Qutput has a strong focus
on improving the transition of students from Year 10 and retaining them, so that they gain a meaningful

Year 12 or equivalent qualification.

Table 2.3: Performance Information - Output Group 1

Unit of 201415 2011516 201617  2017-18
Performance Measure Measure Actual Actual Target Target
Reading -2

Reading rates against national minimum % of students at or

standard (MM3) Year 3 above the NMS Bze M0 4.0 B2

Reading rates against MMS Year § Bz1 20.8 4.0 B4.0

Reading rates against MMS Year 7 47 @37 4.8 848

Reading rates against MMS Year 8 B4 @27 821 g2.8

Source: Tasmanian Government, Budget Paper No 2, 2017-18, Volume 1.

CAPITAL INVESTMENT PROGRAM

Table 2.5 provides financial information for the Department's Capital Invesiment Program (CIP). Further
information on the CIP is provided in chapter & of The Budgef Budget Paper No 1.

Table 2.5: Capital Investment Program

Estimated 2017-18 2018139 201920  2020-11
Total Forward Forward Forward
Cost  Budget Estimate Estimate  Estimate

$'000 $'000 £'000 $'000 $'000

Minister for Educafion and Training

Existing Infrastructure Commitments

Austing Fery Primary School 5500 5200
East Devonpart Primary Schoal 1750 1675

East Launceston Primary School 4500 4300
Education Act Implementation - Capital 18 000 BOO0 12000
Habart Callege 2500 200 1700

New Infrastructure Commitments

Boat Harbaur Primary School 1800 450 1350
lawarra Primary Schoal 2800 500 2400
Lansdowne Crescent Primary Schoal 4730 1145 3585
Maleswarth Primary School 1800 280 1630
Queechy High School? 2000 2000
Southem Support School 4300 400 3900
Spreyton Primary School 18855 280 1385
Taroona High Schoal 5000 1100 3900

SAUL ESLAKE
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Chapter 5 of Budget Paper No 1 provides more detail on the Government’s
revenue sources

Table 5.1: General Government Sector Revenue
20647 201748 201849 201520 2020-H . Table 5.3: Tasmanian GST Revenue Estimates
Forward  Forward  Forward Thls tq b I e an d B
° . 201718 2018-19 2019-20 2020-21
Budget  Budget  Estimate  Estimate  Estimate section will be Formard Forarard Formard
$m $m $m $m $m es.pecmlly.lmportqnt  Budget  Estimate  Estimate  Estimate
this year given the 1
G 36348 3 682.9 I6TIE 37354 37483 . - 5 -
Tram:c»n 1055.6 11285 1147.4 11730 1198.9 un Certq In y over GST _THUW'_GJTGSC?E:MHE;W 52;‘:; 653532 ﬂ?;:: ?135;:
axa 1 1 E . . ° Asmania's Share o
Sales of Goods and Services 3529 408.0 4170 4248 4287 revenue s h arin g Tasmania's G5T Revenue ($m)2 2387 2 487 2 508 2577
Fines and Regulatory Fees 085 0.0 09.3 100.3 1018 arran g eme nfS ——
Interest Income 18.5 19.5 176 16.0 172 1. The Mational GST Collections are preliminary 2017-12 Australian Budget estimates provided by the Australian
- i Gowvernment, due to the need to finalise State estimates before the release of the Australian Govermment Budget.
Dividend, Tax and Rate Equivalent Income 2538 Ha4 — 7o 04 2. 2017-18 Budget is based on the actual relativity that will apply in 2017-18 as recommended by the CGC.
Other Revenue 153.8 177.7 1701 185.2 183.5
5573.7 5E74.0 5 863.0 5 984.8 6 048.7
Table 5.5- State Taxation Table 5.6: Estimated Major Tax Expenditures
201617 201718 2018139 201820  2020-21 zum:“?‘ 2{:1?:: ThiS -I-ab'e provid es
Forsard Forward Forward o
Budget  Budget Estimate  Estimate  Estimate Payroll Tax! estimates Of. the
$m m $m m m Tax-free threshold 215.0 191.8 revenue Wthh fhe
Educational institutions exemption 1.2 15.3 7
Payroll tax 3914 38,7 2492 180.3 710 Health care serice provider exemptions 11 4.7 Government doesn t
’ ’ ’ ’ Employer payroll tax rebate for additional positions created 1.7 4.2 CO"GC‘I' b.ecquse Of
Taxes on property 213.0 216.1 CO“CGSSIO"S Or
2 (]
Land tax paa 105.2 107.9 1114 114.8 "a:‘_’ T_“ st _ 1 oa exem pflons to
Fire service levies 50.4 80.3 g2.8 85.1 678 nncipal place of residence exemption : : fqvo 7] red roups
Government guarantes fees 215 16.9 183 16.8 18.7 Primary production land exsmption TeE 54 g P
Conveyance du‘tyz 1912 4B 8 241 8 2440 2483 Religious bodies, charitable institutions, or educational institutions exemption 8.7 6.6

3
omeme e - T2
Taxes on the provision of goods and services 201.4 prray

Conveyance Du‘hﬁ‘
Gambling taxes =Y

Casino tax and licence fees 56.4 54 £5.0 552 568 Ex gratia relief provided for comarate reconsinctions =0 o7

Betting exchange taxes and levies? 34 Family farm transfers 20 23

Transfer of public road or park/garden to council 1.8 24

Lottery tax 0.6 304 08 314 320 Felatonci » 4 sionifoant relationshi transfere i 1an
Totalizator wagering levy 73 73 75 77 78 = :t;ns, ip breakdown or spouse and significant relationship transfers . .

Insurance duty B47 B7.3 0.8 @20 [l Oth 34 34

1825 179.9 183.0 186.3 189.9 204 220

Source: Tasmanian Government, Budget Paper No 1, 2017-18, Chapter 5. S A U L E S L A K E

CORINNA ECONOMIC ADVISORY



27

Chapters 6 and 7 of Budget Paper 1 provide detail on capital works
programs, and the Government’s balance sheet

Table 6.1 Infrastructure Expenditure by Agency Table 7.1: General Government Balance Sheet as at 30 June
201647 201718 2018419 2019-20  2020-21 M7 2018 2013 2020 2021
Forward Forward Forward Forward  Forward Forward
Budget Budget Estimate Estimate Estimate Budget Budget Estimate Estimate Estimate
$m $m $m $m $m $m $m $m $m $m
Education 582 4z 370 aa4 a1 Taotal Assets 18 304.9 15 B63.8 204819 20928 8 21 2882
FinanceGeneral B a7 T 182 150 150 Total Liabilities 8 0557 B 140.3 84234 84837 B 4444
Health and Human Services 181.4 2433 2340 B45 452
Justios 18 21 a7 7 MET ASSETS 102492 17235 120585 124450 128438
Legislative Council 0.7
. MET WORTH? 10 2492 117235 12 058.5 12 4450 128438
Legislature-General o8
Marine and Safety Tasmania 0.8 0.6
Palice, Fire and Emergency Management 17.0 8.0 13 25 42 NET FINANCIAL WORTH (1a487)  (1ed8)  (331.0) (3530  (231.79)
Premier and Cabinet 1.1 21 0.2 0.3 0.3
Primary Industries, Parks, Water and Environment 10.5 5 18.0 18 08 MET FINANCIAL LIABILITIESS 59296 58186 61066 B 110.5 60394
State Growth 2827 2848 2179 8T 281
TasTAFE 22 a4 MET DEBTE (301.3)  (451.8)  (200.0)  (2129)  (339.5)
Treasury and Financs 3.2 31 1.5
ALLOCATED INFRASTRUCTURE EXPENDITURE 5345 6570 5298 2306 1695 Chart Tz
Provision for Future Infrastructure Investment? T5.0 130.0 1300 7000 -
Estimated Future Ausiralian Government Roads
Funding™ 80.0 60.0 & 0o
5 000
TOTAL INFRASTRUCTURE EXPENDITURE 5349 B57.0 6048 420.6 359.5
=
Hospitals and Health Schooks st g o
an Education E
$210.4m $51.1m "E' oo
(32.0%) . Tourism, Recreation and Culture 2 D00
$19.2m
(2.9%)
y A 1 000
Human Services and Housing
Law and Order $40.0m
$10.1m (6.1%) @ oo o
(1.5%) Other Infrastructure E g § §
$10.4m c c c c
Information and (1.8%) - =5 5 3
Communication Technology 2 - - - -
$21.3m
(3.2%)

(44.8%)
Source: Tasmanian Government, Budget Paper No 1, 2017-18, Chapters é & 7

eneral Government Superannuation Liability Projection,

30 June 2018 to 30 June 2078

Jun-2038
Jun-2043
Jun-20448
Jun-2053
Jun-2058
Jun-2063
Jun-2068
Jun-2073
Jun-2078

—— Superannuation Liabiity
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Chapter 2 of Budget Paper No 1 sets out Treasury’s view of Tasmania’s
economy - although not in as much detail as most other states & territories

ECONOMIC FORECASTS
Western Australia, Annual Growth (%)

Table2.1:  Tasmanian Economic Estimates, Forecasts and

Projections
Budget 2017-18

201516 201617 2017-18 201819 201320 2020-21

Actual Estimate Forecast Projections
Gross State Product -2 13 1 % 2 2 2
State Final Demand -2 22 B W M W A
Employment2 03 0 1% 1 1 1
| abour Force Participation Rate 604 5% 60 60 60 6D
Unemployment Rate® 65 6% 6% 6 6 6
Consumer Price Index {thbart}2 14 2 2% 2% 2% 2%
Population? 04 06 06 06 06 05

Risks to the Outlook

The outlook is for Tasmania's economic growth and employment growth over 2017-18 to be significantly
stronger than in recent years and above the long-term trend. It appears that the balance of risks to the outlook
for the Tasmanian economy is even, with no evident upside or downside bias.

Factors which may improve the outlook include a greater than expected recovery in private investment. To
date, private investment levels have been subdued and have not fully reflected the improved economic
conditions or the high business confidence levels. Business investment is typically volatile for small
Jurisdictions such as Tasmania and the timing of private sector projects could result in higher investment levels
than forecast.

Demand and Output @
Household Consumption
Dwelling Investment
Business Investment
Government Consumption
Government Investment

State Final Demand
Merchandise Exports
Merchandise Imports

Net Exports (b)

Gross State Product (¢

Labour market
Employment
Unemployment Rate ()
Participation Rate (@)

Population

Population

Working Age Population (15-64)
Prices

Consumer Price Index

Wage Price Index

SFD Deflator

GSP Deflator

Perth Median House Price

Other key parameters ()

Exchange Rate $US/$A (US cents)

Iron Ore Price ($US/t) cost and freight
inclusive (CFR)

Crude Qil Price ($US/barrel)

Source: Tasmanian Government, Budget Paper No 1, 2017-18, Chapter 2 ; Western Australian Government, Budget Paper No. 3, 2018-19.

2016-17

Actual

1.1
-225
-285
1.9
7.8
-7.2

7.3
-04
14.6
-2.7

-0.9
6.2
67.3

0.7
0.0

0.6
14
-0.3
6.2
-3.1

754
68.8
49.7

2017-18
Estimated
Actual

1.75
-6.25
-7.0
2.0
3.5
-0.25
5.5
-3.5
10.0
25

2.25
5.75
68.1

1.0
1.5
1.2
3.1
-0.1

77.8
68.3
62.1

2018-19
Budget
Estimate

225
4.75
-14.0
1.75
6.0
-0.25
7.5
-2.75
12.5
3.25

1.5
5.75
68.4

1.5
1.75
1.7
-0.4
1.4

77.0
61.9
66.0

2019-20 2020-21
Forward Forward
Estimate Estimate
3.25 3.5
5.75 3.25

6.0 7.0

2.0 1.5

5.25 1.5
3.75 3.75

3.5 2.0

2.5 3.0

4.0 1.75

3.75 3.0

2.0 2.25

55 5.25

68.6 68.8

1.5 1.8

0.9 1.3

2.0 2.5

2.75 3.0

1.9 2.3

0.0 1.4

1.8 3.2

77.2 77.4
60.8 62.1
62.2 59.4

2021-22
Forward
Estimate

3.5
225
6.0
225
-1.0
3.75
1.5
275
1.25
3.0

225
5.0
68.7

20
1.7

25
3.25
23
1.9
26

774
63.4
57.7
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Forward estimates for the public non-financial and financial corporations
sectors, and the public sector as a whole are in Appendix 1 of BP1

|
Table A1.13: Public Financial Corporations Sector Cash Flow

Table A1.5:  Public Non-Financial Corporations Sector Income Statement
Statement 2617 201718 201819 204920  2020-21
. . Estimated Forward Forward Forward
201617  2017-18 204819 201320 2020 Oute B et Ectimate  Eefimate
Estimated Forward Forward Fores $m $m $m $m $m
Outcome  Budget Estimate Estimate Estim
$m sm $m $m Cash Flows from Operating Activities
Cash Received from Operating Activities oA
] o calec of Goods and Semises 1550 Table A1.14: Total State Sector Income Statement
':E"”e' om fransachions eas  iess 1me  1ros 17 Interast Receivad 240 201617 201748 201843 201920  2020-M
3;:25 of Goods and Seri o047 20015 20EAT 31437 378 Dividend, Tax and Rate Equivalent Income 74.8 Estimated Forward Forward Forward
S 3 SENICES . - » &
Cither Receipts 1.8 Outcome Budget Estimate Estimate Estimate
Interast Income 7.2 8.3 6.5 6.5
454 6 $m $m $m $m $m
Other Revenue 337 33.4 413 5.8 3
Cash Payments for Operating Activities
Table A1.6:  Public Non-Financial Corporations Secto Employee Entitiements (5.8) Revenue from Transactions
as at 30 June Superannuation (0.8) Grants 43718 26820 36735 37354 37483
"E:;E": = i‘:s fre : Supplies and Consumables {90.2) Taxation 10505 10876 11047 11312 11567
- playee Expen: 2017 2018 i Borrowing Costs (183.1) Sales of Goods and Services 34230 34141 35107 36827 3E1T4
aﬂ -

JpsrEnnuEan Estimated Fors Grants and Subsidies Paid (5.5) Fines and Regulstory Fees o5.0 osg 8e.3 100.3 101.8
Deprecation Outcome Budget Estir Other Payments 8.9) Interest Incame 122.8 150.5 1408 145.0 1402
Supplies and C
N”F'F_'"ET aneer $m $m s 748 820 85.1 68.2 717

ominal Supsran .
iy g;s Table A1.15: Total State Sector Balance Sheet as at 30 June 24 2153 2158 3053 248

Lyl -

ST Assets Net Cash Flow: (continued) 762 B7124  BE099  9069.0 92406
Dividend and Inct Financial Assets
Grant Expenses Cash and Deposits a2 2224 1738 163.1 - 2017 2018 2019 2020 202 o 2a113  2s4ss 28398 20832

Expenses Investments 84.0 13 0.6 0.3 Estimated Forward  Forward ~ Forward ., 315.0 3119 3130 314.8
Other Equity Investments 742 735 735 748 Outcome  Budget Esfimate Estimate Estimate ., 601.6 610.8 ET7.6 8900
Receivables 5568 518 5223 5235 ! $m $m $m $m $Mm  3ar 33900 33035 34110 35287
Equals NET OPER Other Financial Assets B544  &7B2 8883 S8R ¢ 504 308.0 3133 72 2704
18435 16954 16384 16308 1¢ Equity 8.2 1BE.7T 1683.8 1724 165
Accumulated Funds 54885 5 4265 54426 54808.0 55303 6.0 12118 1 228.0 12401 1 1886
Mon-Financial Assets Aszset Revaluation Reserve 50852 62870 6 605.8 B850 72458 352 4290 330 208 200
Land and Buildings 229.1 2383 2420 2438 1 Other Squity 10.0 10.0 10.0 10.0 10.0 595 87702 88140 90505 92260
Infrastructure TEIT.E  Tesl4  BO080T  BT183 B 144q) Equity 114937 117235 120585 124450 128438
Flant and Equipment 3385 381.7 3rea 3795
Biclogical Assets 2008 2011 2015 2020 KEY FISCAL AGGREGATES
Intangibles 1233 1200 134.8 1208
Other Mon-Financisl Assets 138.2 ez 00O be.7 '
T gs0s2 90077 81195 91728 g; NETWORTH , 114937 117235 120585 124450 128438
MET FINANCIAL WORTH (8740.7) (9189.7) (95285) (9544.5) (9478.9)
NET FINANCIAL LIABILITIES? 87407 91897 95285 95445 94789

et oesré aug ws s wr wa SAUL ESLAKE
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30 Source: Tasmanian Government, Budget Paper No 1, 2017-18, Appendix 1.



Different paris of Budget Paper No 1 provide information on tax and
dividend payments by GBEs and SOCs to the Government

31

Table 5.9: Dividend, Tax and Rates Equivalent Income
wieAr wipm A e e Table 45 Policy and Parameter Statement, 2016-17 to 2020-21
Budget Budget Esfimate Estimate Estimate (continued)
$m $m m $m $m 201617 2017-18 204849 2019-20  2020-21
Estimated Forward Forward Forward
Dividends Outcome Budget Estimate Estimate Estimate!
Aurcra Enengy Pty Ltd2 208 168.9 1803 175 18.8 Ch i. r 5 f B P-I $m $m $m $m $m
Hydro Tasmania™ 120 301 738 d p e 9 Dividend, Tax and Rate Equivalent Income
Meotor Accidents Insurance Board? 438 58.9 464 8.1 125 sets out estimates Dividend income
Tasmanian Networks Pty uuﬁa 50.5 T35 0.1 360 433 of d |ffere nt sources Aurora Energy Fry Lid 8.1 1.7 5.5 54
Tasmanian Ports Corporation a7 51 2.3 98 — Hydro Tasmania 120 18.5
Tasmanian Public Finance Corporation” 5.1 4.0 4.0 02 1.4 .Of rleveon ve o o Motor Accidents Insurance Board 59 142 15.0 156
129.4 155.0 1169 1341 177.2 InC U‘q In g d IVId en d Tasmanian Metworks Pty Ltd 131 (10.0) (20.0) (7.1}
qnd Inncome qu Tasmanian Ports Corporation Pty Ltd 14 k] (5.3 (1.1}
Special Dividends . eq Uivqle ni-’ Tasmanian Public Finance Corporation ;z;:l ;;: Ei 111:
TT-Line Company Pty Ltd 40.0 40.0 40.0 400 pdymenfs by GBES .
400 40.0 400 400
Gnd SOES Income Tax Equivalents
Mersey Community Hospital Dividend Aurora Energy Py Ltd 0.7 28 25 34
Tasmanian Public Financs Corparatian® 7.1 80.9 837 868 Hydmo Tasmania 446 147 1.9 247
78.1 80.9 837 86.6 Metro Tasmania Py Ltd
. R Mlotor Accidents Insurance Board 234 11.0 10.4 11.8
Taxation Equivalents The ‘Policy & Tasmanian Networks Pty Ltd @7 (oo (5.6) (27)
Aurora Energy Pty Ltd 73 0.2 83 a0 7.0 PO ram ei-ers ! Tasmanian Poris Corporation Pty Ltd 0.1 (2.8} (1.8) (1.7}
Hydro Tasmania™d 72 114 18.4 350 431 o Tasmanian Public Finance Corporaticn 1.5 1.7 1.7 0.9
Motor Accidents Insurance Board 6.2 17.7 17.1 18.4 19,6 S‘I'Cli'e me nt in TT-Line Company Pty Ltd (0.4} (4.2} 1.5 0.1
Public Trustee o Cha pfer 4 shows 6.1 134 20.7 365
Tasmanian Metworks Pty Ltd 11 56.2 318 LY 70 M7 ‘I'he reasons Why
Ima"fa" EG";T CFE_’W'EE" Py L'du? :'j i': :': ;'E z: those forecasts Total Dividend, Tax and Rate Equivalent Income 523 96.9 107.1 1478
asmanian rublic Financs CCHFX:HE‘IIH'I R U 2 g 2
TT-Line Company Pty Ltd 12 7.0 34 8.8 01 h,qve Chqngeq
%0.2 81.0 96.0 107.8 1220 since the previous
Budget
Rates Equivalents
Hydro Tasmania 42 4.3 44 4.5 48
42 43 a4 45 46
TOTAL DIVIDEND TAX AND RATE
EQUIVALENT INCOME 263.8 358.4 3382 3704 3904
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A key focus of this year's Budget will be the impact of all of the
Government’s election promises on the ‘bottom line’

$ million $ million
2017-18 2018-19 2019-20 2020-21  Total 2017-18 2018-19 2019-20 2020-21  Toftal
Mid-Year Review Net operating balance 21.3 1382 1100 67.9 337.4 Net new infrastructure commitments 0.5 65.3 113.1 142.1 321.0
Recurrent spending promises -
Health 212 346 532 1090 Mid-Year Review fiscal balance -242.3 -269.1 274 861 -397.9
Education 10.0 21.0 29.6 60.6 Less
FelleE & BTEIeIene) Se B wdl  ga Al o Net effect of promises on NOB 150 103.6 667 477 2330
FLUTIETY |ndu's’rr|es ol st 20 2 Net new infrastructure commitments 0.5 653 113.1 1421 321.0
THU”‘_O” .;ehmcei " Z'i ;T Z; 2171 Total impact of promises 155 168.9 179.8 189.8 554.0
ourism & hospitality . . . . . .
F | bal ft -257.8 -438.0 -152.4 -103. -951.
Other 13.0 35.4 147 10.5 73 4 iscal balance after promises 57.8 38.0 5 03.7 951.9
Total recurrent spending promises 13.0 92.8 101.9 127.7 3354 . .
. Mid-Year Review net debt -599.4 -349.7 -392.0 -536.5
Tax cut promises 2.0 13.0 7.5 8.1 30.6 .
Total promises 150 1058 1094 1358  366.0 :’O";Ln‘i:r‘fcg’f?e:‘::;f': el balance -614.9 -1963  -58.8 135
Less funding offsets 0.0 2.2 42.7 88.1 133.0 funded t?y running down net cash and
Total 15.0 103.6 66.7 47.7 233.0 investments)
Net operating balance after promises 6.3 34.6 43.3 20.2 104.4
Less one-off C/W grants for capital purposes 157.7 128.4 100.1 62.3 448.5
'‘Underlying’ net operating balance -
As af MYR -136.4 9.8 9.8 5.6 -111.2
After promises -151.4 -93.8 -56.9 -42.1 -344.2
Sources: Tasmanian Government, Revised Estimates Report 2017-18; Tasmanian Liberals pre-election fiscal strategy statement. S A U L E S L A K E
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The Budget Papers are just one part of the annual budget cycle

Revised Estimates Preliminary Treasurer's Annual I
Report 2017-18 Outcomes Report Financial Report Tmz“an
2016-17 2016-17 Audit Office

(including December
Quarterly Report)

Report of the Auditor-General
No.7 of 2017-18

Auditor-General's Report on the
Finandal Statements of State entities

Volume 1

Treasurer’s Annual Financial Report and results of
General Government Sector Entities 2016-17

Newmbar 2017
oy \_,_r »";
W) ek ~ Strive« Laad « Excal | ToMake o Difference
—~ o i and Financn Tasmanian
Depatment of Treasury and Finance GT:;'T""M":;":‘ Depatmarnt of Treasury and Finance R Depagmant of Troasury 2

Government
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