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Overview

Queensland’s economic recovery from COVID-19 is well underway, reflecting Queensland’s
success in containing the virus.

The Queensland Government’'s Economic Recovery Plan continues to support businesses,
workers, families and communities across the state, with the government’s focus remaining firmly
on protecting Queenslanders’ health, creating jobs and working together.

The Economic Recovery Plan includes 6 recovery priority areas: safeguarding our health: backing
small business; making it for Queensland; building Queensland; growing our regions; and
investing in skills. In addition to these 6 recovery priority areas, the government'’s objectives for
the community also include supporting jobs, backing our frontline services and protecting the
environment.

The suite of papers released for the 2021-22 Queensland Budget includes a special
Queensland’s COVID-19 Economic Recovery Plan — Budget Update, which outlines the
Queensland Government’s recovery initiatives in line with the Plan’s 6 priority areas.

Building on Queensland’s economic recovery, the government’s economic response and policy
focus will continue to transition over time from shorter-term support and stimulus to enhancing the
state’s productivity and competitiveness to drive ongoing private sector growth and jobs.

This Budget delivers additional funding and new initiatives to drive ongoing growth and job
creation, while also outlining the government’s improved fiscal outlook and a clear fiscal strategy
to return the budget to surplus and stabilise debt over the forward estimates.

Since the 2020-21 Queensland Budget, the state’s domestic economy has been bolstered by a
range of factors, including ongoing positive health outcomes across the state, contributing to
vastly improved business and consumer confidence, and ongoing strength in consumption and a
surge in dwelling activity.

As a result, it is now expected the domestic economy will perform substantially better in 2020-21
than previously anticipated. However, the trade sector continues to face ongoing challenges given
the uncertainty surrounding the global recovery and ongoing risks related to trade with China.
International travel restrictions will also continue to impact Queensland’s international tourism
exports and overseas student arrivals in 2021.

The strong growth in domestic activity is expected to see Queensland’s Gross State Product
(GSP) growth rebound by 3% per cent in 2020-21, with further solid growth of 2% per cent
forecast for 2021-22, before averaging 2% per cent per annum over the remainder of the forward
estimates.

Queensland’s faster recovery means aggregate economic growth across the 3 years, from
2020-21 to 2022-23 inclusive, will be higher in Queensland (around 9 per cent) than nationally
(around 8v4 per cent).

Employment has also recovered strongly, with Queensland having recovered all the jobs lost
during the crisis. In year-average terms, employment is now forecast to grow by 2% per cent in
2020-21 and 3 per cent in 2021-22.
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Supported by the ongoing strong employment growth, the unemployment rate is forecast to
improve substantially to 5% per cent in June quarter 2022, before improving further to 5 per cent
by June quarter 2025.

Importantly, Queensland entered the pandemic in a strong economic and fiscal position, which
enabled the government to respond quickly to the crisis and provided the capacity to support
economic recovery. The government’s fiscal strategy initially emphasised prioritising economic
recovery alongside targeted expenditure and capital prioritisation, to position Queensland well for
fiscal repair.

The fiscal strategy for the 2021-22 Budget is underpinned by the development of a new Charter
of Fiscal Responsibility (Charter). The fiscal strategy directs improvements in revenue towards
economic recovery priorities and a return to operating surplus, thereby moderating the relative net
debt burden over the forecast period and preserving fiscal capacity for future infrastructure
requirements and to respond to external shocks.

The earlier and stronger than expected economic recovery has improved the outlook for key fiscal
aggregates, particularly revenue. The recovery in the revenue outlook is allowing the government
to balance additional funding for priority service needs, including the evolving COVID-19
response, with improved operating balances and significantly lower net debt and borrowings
relative to the 2020-21 Budget.

Improvements in the operating balance are forecast to continue across the forward estimates,
with a return to surplus expected in 2024-25. Achieving ongoing operating surpluses in the
medium term, combined with net operating cashflows from operating activities primarily funding
the general government sector capital program, will allow the government to stabilise debt levels
and reduce net debt as a proportion of revenue over time.

Our economic recovery — leading the nation in economic growth and jobs

The Queensland Government's decisive actions to protect Queenslanders from COVID-19 has
meant Queensland has returned to economic growth sooner and more strongly than other
economies. This rapid turnaround has been backed by the Queensland Government’s Economic
Recovery Plan, through its focus on creating jobs and working together to ensure Queensland’s
future prosperity.

In line with the Plan’s 6 priority areas, the government has committed substantial funding to
support businesses, workers, families and communities across the state.

Since the depths of the pandemic in May 2020, employment has increased by 253,200 persons.

The strength of the recovery has also seen Queensland receive 30,000 net interstate migrants in
2020, more than any other state or territory.

Building on the momentum of Queensland’s strong recovery, the 2021-22 Budget delivers a
range of further initiatives to drive sustainable economic growth and job creation for
Queenslanders both now and in the future. Many of these initiatives are also future-focused,
positioning Queensland to take advantage of opportunities and respond to future challenges by
improving our competitiveness, productivity and resilience.
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Queensland’s COVID-19 Economic Recovery Plan - Budget Update outlines details of the
government’s previous, ongoing and new commitments since the onset of COVID-19, with these
initiatives having helped put Queensland on a clear pathway to recovery and helping to drive
sustainable economic growth.

Into the future, the government’s economic strategy will continue to be responsive to the ongoing
impacts and emerging risks of the pandemic. Further, the government’s economic response and
policy focus will also continue to transition to a greater focus on improving the state’s productivity
and competitiveness to drive ongoing private sector growth and jobs.

To ensure the Queensland economy can continue to respond to external shocks, the government
will continue to implement reforms and initiatives that will attract investment, reduce the cost of
doing business, create employment opportunities, support regional development and provide
positive environmental and community outcomes.

To achieve these outcomes, the government’s economic strategy will continue to focus on several
key foundations for economic growth including: building the state’s productive capacity;
leveraging Queensland’s natural and competitive advantages; improving business
competitiveness; and maintaining a responsive public sector.

Investing in our health

Globally and nationally, there is strong correlation between good health outcomes and good
economic outcomes. The Queensland Government'’s primary objective throughout the COVID-19
pandemic has been to contain the spread of the virus to minimise health risks for individuals and
the community, thereby preventing significant strain on the public health system.

Queensland’s strong health response and success in containing the spread of COVID-19 has
provided a platform for the strong economic recovery seen across the state. The government’s
priority remains safeguarding the health of all Queenslanders, including ensuring preparedness to
contain any future outbreaks.

This is reflected in the significant investments in health outlined in the 2021-22 Budget, with over
$22.237 billion being provided for health services.

The Budget establishes a $2 hillion Hospital Building Fund to assist in meeting growth pressures
across the health system, with initial investments in the Toowoomba Day Surgery, purchasing
public health services through the expansion at Mater Public Hospital Springfield and an uplift in
Queensland Health’s base capital program.

The new investment in the health system in 2021-22 is $648.7 million comprised of: Queensland
Health’s $150 million operating share of the $480 million COVID-19 response; $482.5 million to
address pressures in emergency patient flow through our public hospitals, elective surgery
waitlists and the opening of the Nambour Hospital Redevelopment; $14.5 million for Making
Tracks towards achieving health equity (2021-2025); and $1.7 million for the Rockhampton
alcohol and other drug residential rehabilitation.

In total, the Budget includes $480 million to continue the COVID-19 response, which will deliver
fever clinics, contact tracing and testing capability, the vaccination program, compliance activities,
facilitation of quarantine in government arranged accommodation, COVID-19 contact centres and
wellness checks for people in mandatory hotel quarantine.

By keeping Queenslanders safe, this will help maintain the consumer and business confidence
needed to support the state’s ongoing strong economic recovery.
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Investing for jobs

In a post-pandemic era, Queensland needs to compete more intensively with the rest of the world
and other states for private sector investment to secure the growth opportunities that benefit all
Queenslanders.

The Queensland Government continues to make significant investments to unlock the state’s
economic potential, through the $3.34 billion Queensland Jobs Fund, which brings together the
government’s key investment attraction and industry development programs.

The Fund incorporates a range of existing initiatives and commits additional funding for a number
of new initiatives to strengthen supply chains, foster innovation, diversify regional economies,
create jobs and boost income levels. These new initiatives include:

e  $350 million in additional funding for the Industry Partnership Program, providing small to
medium-sized enterprises and research institutions with tailored support that strengthens
local supply chains and grows the industry footprint, including facilitating a ‘single front door’
approach to industry development that will minimise costs and resources for businesses

e  $2 billion Renewable Energy and Hydrogen Jobs Fund to increase investment by
government-owned corporations in commercial renewable energy and hydrogen projects,
along with supporting infrastructure, including in partnership with the private sector.

Investing in skills and training

Ongoing improvement in the skills of Queensland’s current and future workers, through
investment in education, skills and training, is critical to boost Queensland’s productive capacity
and to provide individuals with meaningful jobs and higher incomes.

In the context of the crisis and the need for ongoing economic recovery, the government has
been responsive in ensuring Queenslanders have the skills they need to find meaningful jobs and
establish pathways for the future. This includes funding to extend key Queensland Government
employment, skills and training programs, as well as providing a $100.5 million matching
investment as part of the initial national JobTrainer Fund.

The 2021-22 Budget outlines additional funding for well-targeted investment in skills and training
to meet the needs of the private sector and help individuals to re-engage with the labour market
as the economy recovers. Additional funding provided in this Budget for key initiatives include:

e $320 million over 4 years to extend the Skilling Queenslanders for Work (SQW) program,
with the revitalised program assisting up to 15,000 Queenslanders facing disadvantage in the
labour market each year. This program is now being permanently funded, embedding the
program into the core business of the state

e up to $140 million in additional funding over 4 years for a revitalised Back to Work program,
helping provide businesses with the confidence to employ Queenslanders

e $31.2 million to extend the 50 per cent payroll tax rebate for apprentice and trainees for
another 12 months to 30 June 2022

The Budget also invests in ensuring our future generations have a great start to their education by
providing $202.9 million to support the continued provision of universal access to kindergarten in
the year before school for Queensland children.
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A number of these measures will also be critical to support enhanced women’s economic security
and workforce participation, as will the government’s continued strong investment in TAFE,
innovation (including the Female Founders Program and Women’s Research Assistance
Program) and other targeted grant programs.

The 2021-22 Budget papers include the Investing for Women paper, which outlines investments
to address barriers impacting on economic security, safety and success for women and girls.

In addition to the government’s investment in skills and training, this Budget continues to commit
significant funding towards education, to provide all young Queenslanders with the opportunity to
acquire knowledge and develop their potential to the best of their ability.

To help Queensland’s next generation of workers take full advantage of the opportunities
available to them, this Budget provides increased funding of around $1.4 billion for new schools to
open in 2023 and 2024 and additional and renewed infrastructure in existing state schools.

Building and connecting Queensland

Building and connecting Queensland is a core focus area of the government’s Economic
Recovery Plan, including fast-tracking capital projects where appropriate to support construction
jobs in the short term and, more importantly, investing in productive economic infrastructure to
position the state for future success.

The government’s continued focus on delivering economic and social infrastructure will support
future ongoing economic growth by reducing input costs for business, enhancing supply chains,
improving regional connectivity, unlocking economic opportunities and improving liveability across
all regions of the state.

The 2021-22 Budget includes a $52.216 billion capital program over 4 years. The

$14.688 billion capital program in 2021-22 will directly support around 46,500 jobs during the
construction phase and support many more ongoing jobs through increased economic activity
and connectivity.

Highlights of the investment in productive infrastructure in the 2021-22 Budget include:

e $1.517 billion in 2021-22 towards a total of $6.888 billion for the continued delivery of
Cross River Rail, including a capital contribution of $5.389 billion along with financing of
$1.499 billion secured through the Public Private Partnership

e  $180 million in 2021-22 towards a total of $1 billion for the Bruce Highway (Cooroy to Curra)
Section D

e $113.8 million in 2021-22 towards a total of $1.044 billion for Gold Coast Light Rail Stage 3,
with project costs subject to the finalisation of contract negotiations

e  $85 million in 2021-22 towards a total of $195 million for the Haughton Pipeline Stage 2
e $176 million for the upgrade and expansion of the Cairns Convention Centre

e  $150 million over 5 years from 2022-23 in increased funding to deliver on the government’s
election commitment to provide $200 million over 6 years for the SEQ Community Stimulus
Program

e $913.7 million in additional funding over 7 years for the Building Future Schools Program

e  $2 billion Hospital Building Fund to assist in meeting growth pressures across the health
system.
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Building on the substantial capital works investment under this government since 2015-16, the
capital program outlined this Budget means that over the 10 years to 2024-25, the government
will have supported over $110 billion in infrastructure works.

Promoting regional growth and prosperity

Queensland’s economic recovery to date has been broad-based, with all regions seeing
substantial improvements in labour market conditions. However, challenges remain, particularly in
those regions most affected by international border closures.

As such, targeted government support continues to be provided as part of the Queensland
Government’s Economic Recovery Plan, including through key initiatives such as the
‘Good to Go’ marketing campaign and the $7.5 million Work in Paradise initiative to attract
workers.

Another critical factor in leveraging the natural advantages of Queensland regions is the
government’s ongoing focus on boosting the regions’ physical, digital and social connectivity with
other parts of the state and beyond.

Key regional infrastructure and programs in this budget include:

e  $200 million in additional funding as part of a total $1 billion Works for Queensland program
for maintenance and minor infrastructure projects by regional councils

e Upto $71.4 million over 4 years for the Drought Assistance and Reform Package, and a
further $50 million per annum for 4 years in drought preparedness and emergency drought
loans

e $70 million in additional funding over 3 years to deliver Building our Regions (Round 6)

e $16.7 million in additional funding over 5 years to finalise long-term decisions on the future of
Queensland Agricultural Training Colleges’ assets, including a new Central Queensland
Smart Cropping Centre at Emerald

e upto $12 million in additional funding over 3 years for the Mobile Black Spot Program to help
increase the connectivity of Queensland’s regions and provide access to essential
telecommunications

¢ $10 million over 2 years for an Aviation Route Support Package to fast-track route
development.

To reduce the potential damage incurred by Queenslanders in future disasters, the Budget
includes targeted measures, including a new $10 million North Queensland Natural Disasters
Mitigation Program, to help reduce risks and cost of living pressures for Queenslanders living in
cyclone-prone areas, including by putting downward pressure on insurance premiums.

Reducing costs for business

Since first forming Government in 2015, the Palaszczuk Government has delivered
productivity-enhancing reforms and red tape reduction across a range of areas, such as reducing
trading hours restrictions, facilitating development and regulation of the personalised transport
sector, providing for the development of the craft-brewing industry, improving sustainability of
fisheries, and reducing red tape for body corporates.
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Further, the Queensland Government announced substantial support for business, in particular
small businesses, as part of its response to COVID-19, including tax relief measures and a utility
relief package to support the cashflows and viability of Queensland businesses.

Energy and other utilities are key input costs for many businesses, particularly those in some of
Queensland’s more trade-exposed industries such as manufacturing. After several years of
significant price increases, the Queensland Government reformed the electricity sector to provide
reliable energy and push prices down. As a result, in 202122, retail electricity prices are set to
fall for Queensland households and businesses for the fourth consecutive year.

The 2021-22 Budget continues the government’s strong investment in energy, including:

e over $2.2 billion in energy generation, transmission and distribution capital purchases to
occur in 2021-22

e  $29.4 million over 4 years for the Electricity Tariff Adjustment Scheme, targeting support
towards regional business electricity connections due to the phasing-out of obsolete
electricity tariffs.

The government is also committed to driving regulatory reform to reduce red tape and minimise
the regulatory burden on Queensland businesses. A key element of the government’s economic
response to the pandemic is making it easier for businesses to recover, invest and employ
Queenslanders by reducing compliance costs.

The Queensland Government has been implementing reforms related to simplifying management
of taxation obligations, and digitalising and streamlining identification procedures, procurement
processes and park permit application processes.

Queensland is also continuing to implement several key reforms to reduce costs for small
business, including the Business Launchpad initiative, which will reduce the paperwork and
approvals that start-up and expanding small businesses need to obtain from all levels of
government. The recently implemented first phase of this program in Logan and Townsville is
estimated to deliver over $50 million in benefits to participating businesses through time savings
and productivity benefits.

The new Office of Productivity and Red Tape Reduction, which commenced on 2 June 2021, will
help develop innovative policy solutions to boost productivity and regulatory reform as part of the
government’s economic recovery policies.

Investing in small business

The government continues to ensure its policy and regulatory settings support small businesses
to start-up, expand, and, where appropriate, transition to medium and large businesses.

Queensland’s small businesses have demonstrated significant resilience and innovation during
recent times. However, a range of small businesses, including those in regions heavily dependent
on international tourism, continue to face challenges.

In the 2021-22 Budget, the government continues to invest to promote an entrepreneurial
innovation culture that helps build a profitable and vibrant small business sector. Some of the key
initiatives to support small business include:
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e  $140 million Big Plans for Small Business commitment, which has a strong focus on helping
small business to innovate, grow and access new markets. This includes $100 million from
the Business Investment Fund (BIF) to support established small and medium businesses
innovate and realise their potential

e up to $140 million in additional funding over 4 years for a revitalised Back to Work program,
helping provide businesses with the confidence to employ Queenslanders facing labour
market disadvantage.

The government is also providing support to Queensland’s live music industry with a new
investment of $7 million in 2021-22 supporting the sustainability of the state’s live music venues.

Leveraging our natural assets

Protection of Queensland’s rich natural environment in a way which complements the state’s
economic development priorities is essential to ensure the benefits of growth flow to future
generations. Further, there are strong incentives to protect our natural environment for the
viability of the state’s tourism industry, including the substantial proportion of tourism activity
occurring in regional Queensland.

Key initiatives in the 2021-22 Budget supporting the state’s environmental sustainability and
leveraging Queensland’s natural assets include:

e  $2 billion Renewable Energy and Hydrogen Jobs Fund to increase investment by
government-owned corporations in commercial renewable energy and hydrogen projects,
along with supporting infrastructure, including in partnership with the private sector

e $270.1 million, including $162.9 million in additional funding, over 5 years to continue the
Queensland Reef Water Quality Program

e $93.6 million in additional funding over 4 years, for the Queensland Waste Management and
Resource Strategy

e $61 million in additional funding allocated to environmental markets and investment initiatives

e 3500 million Carbon Reduction Investment Fund, with its returns used to support the existing
Land Restoration Fund (LRF) to leverage private finance and investment and support
financially sustainable carbon markets

e $9.6 million in additional funding to continue the delivery of comprehensive mapping and
assessment of vegetation change.

The Queensland Government is also actively working, in line with its election commitment, to
develop a Climate Action Plan 2020-2030. Further, to meet its target of net zero emissions, the
government will continue to establish partnerships with the private sector to ensure the transition
to a low carbon economy unlocks the full potential of the state’s regions.

Providing frontline services for all Queenslanders

The government is continuing its focus on ensuring well-resourced and effective frontline service
delivery for all Queenslanders, no matter where they live. In particular, this Budget includes
significant additional and ongoing investment in key frontline services, including health
professionals, teachers, community service staff, firefighters and police personnel.
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One of the flagship initiatives in the 2021-22 Budget is the timely investment in housing and
homelessness services, with $1.908 billion committed over 4 years to increase the supply of
social housing, upgrade the existing stock of dwellings, and deliver critical housing services to
vulnerable Queenslanders. To support this, the government has established the $1 billion
Housing Investment Fund, with its returns to be used to drive new supply to support current and
future housing needs across the state.

Additional funding for other key measures committed in the 2021—-22 Budget include:

e $61.7 million to support the continued preservation of the heritage-listed Queensland Cultural
Centre; maintenance activities across the Queensland Museum Network in Brisbane,
Townsville, Toowoomba and Ipswich; and revitalisation of the Judith Wright Arts Centre and
other state-owned arts and cultural facilities through the Arts Infrastructure Investment Fund

e $11 million to enhance cyber security across the Queensland Government

e $10.8 million over 4 years to implement priority actions in response to the Royal Commission
into National Natural Disaster Arrangements

e $7.7 million over 4 years to establish a drug and alcohol residential treatment program for
young people.

These initiatives are examples of the responsiveness of the Queensland public sector in
delivering innovative support and services to Queenslanders to enable them to successfully
participate in the economy and society as the state emerges from the global health crisis.

Supporting Queenslanders

In the context of the COVID-19 crisis, the Queensland Government introduced a wide variety of
concessions providing support for individuals, families and businesses which reduce the cost of
living or the cost of doing business. Many of these concessions provided the targeted and
temporary relief needed to allow Queensland businesses to remain viable and to support
Queensland households during the crisis.

However, the majority of Queenslanders and Queensland businesses benefit from at least one
Queensland Government concession and, in many cases, benefit from multiple concessions each
year. These include targeted discounts, rebates and subsidies based on eligibility criteria, as well
as broader concession arrangements to reduce prices paid by consumers for transport, electricity
and water services.

The total value of all concessions provided to Queenslanders and Queensland businesses in
2021-22 is estimated to be $6.148 hillion.

In addition to concessions, the Queensland Government also moved quickly in response to
COVID-19 to introduce substantial tax relief measures to support Queensland businesses,
particularly small to medium businesses. These initiatives, including refunds, holidays, waivers,
rebates, deferrals and exemptions from various tax liabilities and fees and charges, have helped
support the cashflow and viability of tens of thousands of Queensland businesses, landlords,
tenants, and the state’s many pubs and clubs.
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Economic outlook

The severe health and economic shock caused by the COVID-19 pandemic saw the global
economy contract by 3.3 per cent in 2020, according to the International Monetary Fund, a much
greater impact than the 0.1 per cent decline in global activity recorded in 2009 at the height of the
Global Financial Crisis.

The national economy fell into recession in 2020, for the first time since 1991. However,
Queensland and Australia’s relative success in containing the spread of COVID-19, in addition to
significant fiscal and monetary policy support, meant the economic impacts nationally were less
severe than in many other countries.

Reflecting the success of Queensland’s health response, Queensland’s domestic economy has
rebounded strongly, with business and consumer confidence currently at elevated levels.

However, several ongoing risks remain, including those related to the global vaccine rollout,
ongoing geopolitical and trade tensions, particularly between the Unites States and China, and
challenges in Australia’s trade relationship with China.

Reflecting the improved domestic conditions, GSP is forecast to rebound 3% per cent in 2020-21,
significantly stronger than the % per cent growth expected at the time of the 2020-21 Budget.
Robust ongoing growth of 2% per cent is forecast for 2021-22 and in each subsequent year
across the forward estimates.

Following a 7 per cent rebound in September quarter 2020, Queensland’s domestic activity
continued to grow across the December and March quarters, to be 3 per cent above the
pre-COVID-19 level of March quarter 2020. This was almost double the 1.7 per cent growth in the
rest of Australia over the year, and substantially higher than the 1.9 per cent in New South Wales,
while domestic activity in Victoria was still 0.3 per cent below its pre-COVID-19 level.

The strength of the Queensland economy has been underpinned by elevated activity in consumer
spending and the housing sector.

Queensland’s labour market has also improved substantially, with employment in April 2021
having rebounded by 253,200 persons since May 2020, to be 54,900 persons above the
pre-pandemic level in March 2020. In comparison, employment in the rest of Australia in
April 2021 was still 9,000 below the level in March 2020.

Reflecting the current strength in jobs growth and the broader economic recovery, year-average
employment growth in 2020-21 is now forecast to be 2% per cent, much higher than the
1 per cent forecast in the 2020-21 Budget.

This strong jobs growth means the quarterly unemployment rate is now forecast to fall to
6 Y4 per cent in June quarter 2021, while the year-average unemployment rate in 2020-21 is now
expected to be 7 per cent, down from the 7% per cent forecast at the previous Budget.

Ongoing strong employment growth of 3 per cent in 2021-22 is expected to drive down the
unemployment rate to 5% per cent by June quarter 2022, with the unemployment rate steadily
improving across the forecast period to be 5 per cent by June quarter 2025.
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Overview Table 1 Queensland economic forecasts/projections?

Actuals Forecasts Projections

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Gross state product? -0.7 3Ya 2% 2% 2% 2%
Nominal gross state product -15 2Y4 6% 5Y4 5 4%,
Employment® 0.6 2, 3 1% 1%, 1%
Unemployment rate* 7.6 6Y4 5% 5% 5Y, 5
Inflation® 1.2 2 1% 1% 2 2Y
Wage Price Index® 1.9 1% 2V 2Y4 2Y> 2%
Population® 1.7 1 1 1Y 1% 1%

Notes:

1. Unless otherwise stated, all figures are annual percentage changes.
2. Chain volume measure (CVM), 2018-19 reference year.

3. Annual percentage change, year-average.

4. Per cent, June quarter average, seasonally adjusted.

Sources: ABS National, State and Territory Population, Labour Force, Wage Price Index, Consumer Price Index
and Queensland Treasury.

Fiscal outlook

The 2021-22 Budget sets out how the government’s fiscal recovery plans are being implemented
and how they are expected to drive improving fiscal performance.

The strategy for fiscal recovery outlined in the 2020-21 Budget clearly emphasised prioritising
economic recovery alongside targeted expenditure and capital prioritisation, to position
Queensland well for fiscal repair.

The fiscal strategy for the 2021-22 Budget is underpinned by the development of a new Charter
of Fiscal Responsibility. This will aim to guide fiscal recovery in the medium term, addressing the
key areas of the debt burden, affordable expenditure growth leading to regaining an operating
surplus, funding of capital expenditure, competitive taxation, and retaining the long-standing
commitment to targeting full funding of superannuation and workers’ compensation liabilities.

The fiscal strategy directs improvements in revenue towards economic recovery priorities and a
return to operating surplus. The government’s main objective in response to the COVID-19
induced fiscal challenge is to stabilise its relative net debt burden and, to that end, targeting a
return to operating surpluses is recognised as an essential condition for that stabilisation.

Compared to the outlook in the 2020-21 Budget, the economy has recovered quicker and
stronger than forecast. This has flowed through to benefit key fiscal aggregates, particularly the
uplift in key revenues such as own-source taxes and GST. This has been coupled with targeted
expenses growth due to the government implementing strategies to contain increases. The
recovery in the revenue outlook is allowing the government to balance additional funding for
priority service needs, including the evolving COVID-19 response, with improved operating
balances and significantly lower net debt and borrowings relative to the 2020-21 Budget.
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Improved revenue performance and disciplined expenditure growth have resulted in operating
deficits far lower than estimated at the 2020-21 Budget, with a return to operating surplus
forecast in 2024-25. Achieving ongoing operating surpluses in the medium term, combined with
net operating cashflows from operating activities primarily funding the general government sector
capital program, will allow the government to stabilise debt levels and reduce debt as a proportion
of revenue over time.

Overview Chart 1 General Government net operating balances

= Net operating balance
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A significant public infrastructure investment program is being maintained as a major driver of
economic growth and job creation, with a commitment to a 4-year program of $52.216 billion from
2021-22 to 2024-25. The fiscal position is also recovering from the impacts of COVID-19, with
revenue growing more strongly than expenses and an operating surplus forecast in 2024-25.
Significantly, net cash flows from operating activities are expected to primarily fund the General
Government Sector capital program from 2024-25.

The COVID-19 crisis and actions taken to support and drive the economic recovery had a
substantial impact on Queensland’s fiscal aggregates, particularly borrowings. However, the
current low interest rate environment strengthens serviceability with interest expense forecast to
be 2.6 per cent of revenue in 2021-22, well below the peak of 4.7 per cent in 2013-14.

Compared to the 2020-21 Budget, additional revenue has reduced the need for borrowings to
finance the Government'’s existing operating and capital program. This is a welcome development
that improves fiscal capacity to respond to future shocks and deliver productive infrastructure into
the future. Accordingly, the Budget sets a strategy to preserve fiscal capacity by reducing
projected debt levels.
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General Government net debt will be much lower than in the 2020-21 Budget, with net debt in
2021-22 of $24.75 billion ($10.761 billion lower than the 2020—21 Budget estimate of $35.511
billion) increasing gradually to $39.019 billion by 2023-24 ($11.762 billion lower than the 2020-21
Budget estimate of $50.782 billion).

This improvement relative to the 2020-21 Budget estimate is driven by a combination of higher
revenue attributable to earlier and stronger than anticipated economic growth, targeted
expenditure growth, and a material increase in the anticipated value of investments contributed to
the first Queensland Future Fund (QFF) — Debt Retirement Fund (DRF) (refer Box 3.1).

The increase in net debt moderates gradually over the forward estimates as improvements in the
operating balance and strengthened net cash inflows from operating activities reduce the
requirement to borrow to fund the General Government Sector’s capital program.

There remain several risks to the improved fiscal outlook, in line with the key risks to the
economic outlook as discussed above, including any delays in a timely global vaccine rollout and
ongoing geopolitical and trade tensions, including Australia’s trade relationship with China.

Overview Table 2 General Government Sector key fiscal aggregates?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Expenses 63,498 64,881 64,199 67,148 68,151 69,376 70,214
Net operating
balance (5.734) (8,633) (3.803) (3,485) (2,440) (968) 153
PNFA2? 6,291 7,572 6,965 7,800 7,786 7,275 7,041
Fiscal balance (9,158) (13,440) (8,159) (7,965) (6,379) (3,630) (2,079)
gc;réow'”g with 37,570 53,501 47,102 57,240 67,110 73,265 77,761
Leases and
other similar 6,499 7,565 7,779 7,603 7,471 7,780 7,623
arrangements
Securities and 198 198 198 108 198 108 108
derivatives
Net debt 14,046 25,499 15,808 24,750 33,326 39,019 42,573
Notes:
1.  Numbers may not add due to rounding.

2.

PNFA: Purchases of non-financial assets.
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Overview Chart 2 General Government Sector net debt
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1

Economic Strategy: A strong
economy for all Queenslanders

Features

During the COVID-19 pandemic, the Queensland Government acted decisively to defend
the health of Queenslanders.

The government is investing $22.237 billion to continue providing a world-class health
system, which is critical for effectively managing the ongoing risks of COVID-19.

While the emergency health response imposed short-term disruption, Queensland’s
success in managing the health challenge means Queensland’s economic recovery from
COVID-19 has begun sooner and is stronger than the rest of Australia. As of April 2021,
total employment in Queensland is now 54,900 above the pre-COVID-19 level. However,
some key industries and regions continue to be impacted due to the closure of international
borders.

The Queensland Government’s Economic Recovery Plan continues to support businesses,
workers, families and communities across the state. The government’s economic response
and policy focus will transition from shorter-term stimulatory support to investment in
policies and initiatives with a greater focus on improving the state’s productivity,
competitiveness, community strength and liveability to drive ongoing private sector growth
and jobs.

A key element of the government’s efforts to drive private sector growth and jobs is the
flagship $3.34 billion Queensland Jobs Fund. The fund has an enhanced focus on
investment attraction and industry development, ensuring that in a post-pandemic global
environment, Queensland is well positioned to attract the investment needed to support
ongoing growth, and provide wider economic and employment benefits.

Other key initiatives in the 2021-22 Queensland Budget include targeted measures that:
build Queensland’s productive capacity through investments in infrastructure, skills and
innovation; promote economic and environmental sustainability; improve business
competitiveness; and ensure a responsive public sector. These measures will enable
Queensland to continue to successfully compete in national and international markets, both
in terms of attracting investment and in the export of Queensland goods and services.

The government’s $52.216 billion capital program over the forward estimates will help
create thousands of ongoing jobs, in addition to sustaining direct construction jobs,
including around 46,500 jobs in 2021-22. The 2021-22 Budget also commits $460 million
in additional funding towards targeted investments in skills, training and employment
programs to provide an enhanced focus on productivity and support for disadvantaged
cohorts to improve their prospects of securing employment.

Targeted measures to support small businesses and regional economies will create
enduring benefits for businesses and households.

Building on the strong economic recovery to date, the government’s economic strategy will
be founded on protecting the health of Queenslanders.
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1.1 Ensuring economic recovery by safeguarding
Queenslanders’ health

During the COVID-19 pandemic, the Queensland Government acted decisively to protect the
health of Queenslanders. These actions were unprecedented, including at various times,
lockdowns, border closures, social distancing requirements and mandatory mask directives.
While these actions were disruptive to the economy in the short term, by protecting the health of
Queenslanders, economic confidence has been maintained and the long-term economic benefits
are significant.

Consequently, Queensland’s economic recovery from COVID-19 commenced sooner, and has
been stronger, than the rest of Australia. As of April 2021, total employment in Queensland is now
54,900 persons above the pre-COVID-19 level of March 2020, with two-thirds of the increase in
full-time employment.

The extent of Queensland’s overall economic recovery to date has exceeded expectations,
although certain key industries and regions continue to be materially impacted by international
border closures and the ongoing lack of overseas visitors.

The Queensland Government’'s Economic Recovery Plan continues to support businesses,
workers, families and communities across the state. The Plan includes 6 economic recovery
priority areas: safeguarding our health; backing small business; making it for Queensland;
building Queensland; growing our regions; and investing in skills. In addition to the 6 recovery
priority areas, the Queensland Government’s objectives for the community also include
supporting jobs, backing our frontline services and protecting the environment.

Queensland’s COVID-19 Economic Recovery Plan — Budget update details the Queensland
Government'’s recovery initiatives, which have delivered and continue to deliver on these priority
areas by protecting our health, creating jobs and working together.

Beyond the immediate challenges posed by the pandemic, longer-term challenges and
opportunities also continue to impact Queensland’s economic performance, including changes in
global trade, growth of new and emerging export markets, digital disruption and technological
change, demographic change (including the ageing population) and natural disasters.

Therefore, as the health crisis evolves and the economy continues to strengthen, the Queensland
Government’'s economic response and policy focus will continue to transition from short-term
support and stimulus measures to supporting jobs and economic growth by improving productivity
and competitiveness, and attracting private sector investment.

The resulting improvement in the state’s fiscal capacity will also support the delivery of improved
infrastructure and the essential services and support needed to meet the needs of
Queenslanders.
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To achieve these outcomes, the government’s economic strategy will continue to focus on 5 key
foundations for economic growth and related policy focus areas:

1.

Protecting health — the foundation of Queensland’s economic success has been its success
in managing the pandemic. Accordingly, the government will continue to ensure that
Queenslanders are protected from COVID-19.

Building the state’s productive capacity — by delivering productive infrastructure, investing
in skills and fostering the development and uptake of innovation.

Leveraging Queensland’s natural and competitive advantages — to promote regional
growth by driving and attracting increased private sector investment.

Improving business competitiveness — positive economic conditions, improved
infrastructure, effective education, skills and training will help ensure the ongoing success of
Queensland business.

Maintaining a responsive public sector — ongoing and innovative delivery of essential
services to ensure the needs and expectations of all Queenslanders continue to be met
through the delivery of essential services and support across the state.
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Figure 1 Economic Strategy to boost productivity and competitiveness
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1.2 Protecting health

During the COVID-19 pandemic, the Queensland Government acted decisively to protect the
health of Queenslanders. These actions were unprecedented, including at various times,
lockdowns, border closures, social distancing and mandatory mask directives. While these
actions were disruptive in the short term, by protecting the health of Queenslanders, economic
confidence has been maintained, and the long-term economic benefits are significant.

1.21 Protecting Queenslanders from COVID-19

Globally and nationally, there is strong correlation between good health outcomes and good
economic outcomes. Queensland’s success in containing the spread of the virus has allowed the
Queensland Government to relax restrictions and re-invigorate the domestic economy.
Queensland Treasury analysis of the economic impact of easing restrictions estimated that the
cumulative positive economic impact in line with the 3 stages of Queensland’s roadmap for
easing restrictions was around $1.8 billion per month, supporting around 167,000 jobs.

This analysis also found that much, if not all, of these economic gains could be lost if the spread
of the virus led to Queensland having to impose or reimpose substantial emergency health
restrictions. In particular, Queensland Treasury’s analysis indicated that if an extended ‘hard
lockdown’ similar to that previously imposed in Victoria was needed, the incremental impact of
moving to a Stage 4 lockdown could reduce Queensland’s GSP by around $3.1 billion per month
compared with the level of economic activity that prevailed in December quarter 2020.

The Queensland Government's primary objective throughout the COVID-19 pandemic has been
to contain the spread of the virus to minimise health risks for individuals and the community,
thereby preventing significant strain on the public health system. This commitment is further
reflected in the significant investments in health outlined in the 2021-22 Budget, with

$20.885 billion in operating funding, an increase of $685.7 million (or 3.4 per cent) compared with
the 2020-21 Budget. A capital program of $1.352 billion in 2021-22 is also provided to continue
to deliver first-class health services to Queenslanders.

The significant additional investment in health includes the establishment of a $2 billion Hospital
Building Fund to assist in meeting growth pressures across the health system, with initial
investments in the Toowoomba Day Surgery, purchasing public health services through the
expansion at Mater Public Hospital Springfield and an uplift in Queensland Health’s base capital
program.

Further, $482.5 million has been provided to address pressures in emergency patient flow
through our public hospitals, elective surgery and specialist outpatient waitlists and the opening of
the Nambour Hospital Redevelopment.

The Budget also provides $480 million to continue the COVID-19 response including fever clinics,
contact tracing and testing capability, the vaccination program, compliance activities, facilitation of
guarantine in government arranged accommodation, COVID-19 contact centres and wellness
checks for people in mandatory hotel quarantine. This funding is provided across several
agencies, including Queensland Health, Queensland Police Service and Queensland Fire and
Emergency Services.

19



Budget Strategy and Outlook 2021-22

To date, the majority of vaccinations have been administered within the Australian Government’'s
controlled supply chains including through primary care and aged care sites. To assist the
Australian Government to improve vaccine delivery to Queenslanders, the Queensland
Government is stepping up its jurisdictional channels.

By keeping Queenslanders safe, this will help maintain the consumer and business confidence
needed to support the state’s ongoing strong economic recovery.

Box 1.1 Driving a productivity agenda

Enhancing productivity is integral to delivering a strong economy for all Queenslanders. The
government will continue to drive increased productivity and growth by maintaining a regulatory
and policy environment to support Queensland businesses, industries, and not-for-profit
organisations. Enhancing productivity also promotes government agencies to find better and
smarter ways of producing the goods and services that Queenslanders need.

Driving productivity growth has been a policy challenge for most developed economies over
recent decades. Consistent with national and global trends, the latest data suggests that
market sector productivity growth has been subdued in recent years, with growth between
2016-17 and 2018-19 averaging only 0.3 per cent per annum.

Many factors impact on productivity, including natural disasters, drought and declines in
non-renewable resources, but state governments can play a key role in supporting and
boosting productivity growth.

It is likely that global productivity will have been heavily impacted by COVID-19. However,
Queensland’s success in managing the pandemic and the resulting strong rebound in
economic activity should help support the state’s future productivity performance.

The Queensland Government is committed to significant investment in productive infrastructure
to improve connectivity and labour mobility. It is also focussed on reducing costs for business,
including by making energy prices more affordable, and developing the skills base of the
state’s workforce to prepare Queenslanders for the jobs of the future.

Further, the Queensland Government’s approach to attracting investment and industry
development, including supporting the growth of sustainable, clean energy generation, will
ensure the economy can capitalise on emerging and future opportunities.

Through the COVID-19 pandemic, Queensland workers and businesses have demonstrated
their ability to innovate and respond successfully to challenges. The government is committed
to building on these successes through well-targeted investment in skills and training to meet
the skills needs of the private sector and help individuals to re-engage with the labour market
as the economic recovery continues.
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The 2021-22 Budget reaffirms and refocuses the government’s commitment to 2 of its flagship
skills and employment programs, Skilling Queenslanders for Work (SQW) and Back to Work.
The budget delivers $320 million over 4 years to extend SQW and the program is now being
permanently funded, embedding this program into the core business of the state. Further, up to
$140 million over 4 years has been allocated for a revitalised Back to Work program, while the
50 per cent payroll tax rebate for apprentice and trainees has been extended for another

12 months to 30 June 2022.

These expanded and enhanced measures will also be key in supporting women'’s economic
security and workforce participation. The 2021-22 Queensland Budget papers include the
Investing for Women paper, which outlines investments to address barriers impacting on
economic security, safety and success for women and girls.

1.3 Building our productive capacity

Enhancing productive capacity, through ongoing improvements in physical and human capital, is
the key to driving sustainable economic and employment growth.

The government’s economic strategy will continue to be shaped by targeted actions that build

Queensland’s productive capacity through investments in infrastructure, skills and innovation,

thereby enabling Queensland to continue to successfully compete in national and international
markets.

1.3.1 Delivering productive infrastructure

Investment in productive and resilient infrastructure is vital to ensure ongoing strong economic
growth and to maintain the high standard of living enjoyed by Queenslanders.

Queensland’s Economic Recovery Plan emphasises building Queensland, including strategies to
fast-track capital projects, where appropriate, to support construction jobs in the short-term and
more importantly, invest in the productive economic infrastructure critical to the state’s future
success.

The government’s focus on delivering economic and social infrastructure will also support future
ongoing economic growth by reducing input costs for business, enhancing supply chain linkages,
improving regional connectivity, unlocking economic opportunities and improving liveability across
all regions of the state.

The 2021-22 Budget includes a $52.216 billion capital program over 4 years. The $14.688 billion
capital program in 2021-22 will directly support around 46,500 jobs during the construction phase
and support many more ongoing jobs through increased business activity and connectivity.
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The 2021-22 capital program includes key investments to deliver productive infrastructure for
roads, water security, health, education and the arts, and to enhance resilience. Highlights
include: $1.517 billion for the continued delivery of Cross River Rail, Queensland’s largest ever
capital project; $200 million for the Pacific Motorway (Varsity Lakes to Tugun); $180 million for the
Bruce Highway (Cooroy to Curra) Section D; $31.3 million for the Smithfield Bypass; $85 million
for the Haughton Pipeline Stage 2; and $176 million for the upgrade and expansion of the Cairns
Convention Centre.

As part of the Government’s ongoing capital works program, the 2021-22 Budget provides
additional funding for a range of key infrastructure programs, including:

e  $200 million over 3 years from 2024—2025 in increased funding as part of a total $1 billion
Works for Queensland program for maintenance and minor infrastructure projects by regional
councils

e $70 million over 3 years in increased funding for the Department of Regional Development,
Manufacturing and Water to deliver Building our Regions (Round 6), bringing the total
government investment in this program to $418.3 million since 2015

e  $150 million over 5 years from 2022-2023 in increased funding to deliver on the
government’s election commitment to provide $200 million over 6 years for the SEQ
Community Stimulus Program.

Box 1.2 2032 Olympic and Paralympic Games

On 25 February 2021, the International Olympic Committee (IOC) entered into exclusive
negotiations with Brisbane, Queensland to host the 2032 Olympic and Paralympic Games
(Brisbane 2032). The Brisbane candidature has been developed with the Games Partners,
including the Australian Government, relevant local Councils, the Australian Olympic
Committee and Paralympics Australia.

On 11 June, the I0C Executive Board considered a report by the Future Host Commission on
the proposal. The Board has recommended the Brisbane 2032 candidature be put forward to
election by the I0OC in July 2021.

Consistent with the Queensland Government’s economic recovery plan, hosting Brisbane 2032
is about creating jobs, boosting our economy and building healthier communities over the next
decade. The Games will provide a platform to leverage healthy and active community
initiatives, sporting pathways for elite athletes, arts and culture, sustainability initiatives,
tourism, trade and local business opportunities.

Brisbane 2032 represents a significant opportunity to work with Games Partners to deliver
critical legacy infrastructure to support South East Queensland’s long-term growth and enable
successful delivery of the Games.

The 2021-22 Budget provides $29.3 million over 2 years for the Department of Tourism,
Innovation and Sport as an initial allocation of funding for preparations for future Olympic
Games, should Queensland be successful in securing the 2032 Olympic and Paralympic
Games.
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The 2021-22 Budget also provides $14.4 million as part of the Queensland Resilience and Risk
Reduction Fund (QRRRF), jointly funded with the Australian Government, to improve the
resilience of communities and households facing the ongoing threat of natural disasters.

In addition to reducing the potential damage suffered by Queenslanders in future disasters, this
investment reduces cost of living pressures for those Queenslanders living in cyclone-prone
areas by putting downward pressure on insurance premiums, as detailed in Box 1.3.

Box 1.3 North Queensland insurance affordability

Over the past decade, north Queensland has borne the brunt of multiple major cyclones and
floods, contributing to large increases in insurance premiums and reduced availability of
insurance coverage.

The Australian Competition and Consumer Commission’s (ACCC) Northern Australia
Insurance Inquiry - Final report noted that between 2007—-08 and 2018-19, average premiums
for home and contents insurance increased by 127 per cent in north Queensland, compared
with 71 per cent in the rest of Australia.

The ACCC found that mitigation, both at the household and community level, can deliver
material and sustainable reductions in insurance premiums.

The Queensland Government has made substantial investments in mitigation works over
recent years, including through programs such as the $41.5 million Household Resilience
Program, the $65 million Queensland Resilience and Risk Reduction Fund (QRRRF) and the
$100 million 2019 Queensland Betterment Fund administered by the Queensland
Reconstruction Authority (QRA).

The QRA was established in 2011 and until recently, has been the only permanent,
stand-alone agency in Australia with a focus on disaster recovery and mitigation. In recognition
of Queensland’s leadership success in disaster recovery, the Commonwealth and a number of
the southern states have established similar organisations, emulating Queensland’s model.

Further, the Commonwealth Government’s Royal Commission into National Natural Disaster
Arrangements recently acknowledged Queensland’s robust and internationally renowned
resilience and betterments systems which have been developed over many years.

The Budget outlines further funding and actions to support risk mitigation through key
infrastructure programs such as the $418.3 million Building our Regions program.

Key measures in the 2021-22 Budget that will also help increase disaster resilience and
support insurance affordability include:

e $14.4 million in funding to support mitigation projects in 2021-22 through the QRRRF,
jointly funded by the Australian Government

e $10 million additional funding to establish the North Queensland Natural Disasters
Mitigation Program to administer grants to local government for disaster mitigation
initiatives that assist in reducing the cost of insurance in their communities.
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The Australian Government has also recently announced a $10 billion Northern Australia
Reinsurance Pool, albeit with a commitment of only $2.4 million in 202122, further funding for
disaster mitigation, and a $40 million North Queensland Strata Title Resilience Pilot Program
to fund mitigation works for strata title properties.

The Queensland Government’s ongoing investment in mitigation works, complemented by the
Australian Government’s recent commitments, will help to put downward pressure on insurance
premiums for Queensland families and businesses in high-risk and cyclone-prone areas.

1.3.2 Investing in skills and training

Ongoing improvement in the skills of Queensland’s current and future workers, through
investment in education, skills and training, is critical to boost Queensland’s productive capacity.

The government has been responsive in ensuring Queenslanders have the skills they need to find
meaningful jobs and set up pathways for the future, including through extensions to key skills and
employment programs, as well as providing a $100.5 million matching investment as part of the
initial national JobTrainer Fund.

Well-targeted investment in skills and training will be important to meet the needs of the private
sector and help individuals to re-engage with the labour market as part of the economic recovery.

Disadvantaged labour market cohorts, who lack the relevant experience, education or skills, are a
key focus of the government’s investment in skills and training

Young people have historically been a key disadvantaged cohort. Queenslanders aged 15 to

24 years have a comparatively lower level of engagement in employment, education and training
than their peers nationally. This has contributed to Queensland’s historical unemployment rate
differential with the rest of Australia, as Queensland’s youth represent a larger share of the state’s
labour force (one percentage point higher) than the national average.

Queensland’s relatively high proportion of Aboriginal and Torres Strait Islander peoples, another
key disadvantaged labour market cohort, in addition to the state’s more decentralised population
means, where appropriate, labour market programs need to have a strong emphasis on
place-based responses and comprehensive wrap-around support measures such as financial
counselling, mentoring, and job readiness training.

Reflecting the priority of supporting disadvantaged cohorts, the 2021-22 Budget reaffirms and
refocuses the government’'s commitment to 2 flagship skills and employment programs - Skilling
Queenslanders for Work (SQW) and Back to Work. These programs have also been enhanced
to boost their effectiveness and better support disadvantaged jobseekers.

The 2021-22 Budget delivers $320 million in additional funding over 4 years to extend SQW,
taking the government’s total investment in the program to date to $750 million. This program has
now been permanently funded, embedding this program into the core business of the state. The
SQW program will assist up to 15,000 disadvantaged Queenslanders each year to gain the skills
qualifications, and experience needed to enter and stay in the workforce and includes new
programs to provide foundational skills (e.g. literacy and numeracy). It will also deliver targeted
assistance to workers aged over 25 who require upskilling or reskilling to re-engage with the
labour market.
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These expanded and enhanced measures will also be key in supporting women’s economic
security and workforce participation, as will the government’s continued strong investment in
TAFE (which has seen a substantial increase in female enrolments), innovation (including the
Female Founders Program and Women’'s Research Assistance Program), and targeted grant
programs (such as the Investing in Queensland Women’s Grant Program).

The 2021-22 Queensland Budget papers include the Investing for Women paper, which outlines
investments to address barriers impacting on economic security, safety and success for women
and girls.

To promote employment prospects for Queenslanders, up to $140 million in additional funding
over 4 years has been allocated in the Budget for a revitalised Back to Work program. This will
provide businesses with the confidence to employ Queenslanders who have experienced a period
of unemployment and also help workers facing disadvantage in the labour market.

The government has also allocated $31.2 million to extend the 50 per cent payroll tax rebate for
apprentice and trainees for another 12 months to 30 June 2022.

In addition to the government’s investment in skills and training, this Budget continues to commit
significant funding towards education, to provide all young Queenslanders the opportunity to
acquire knowledge and develop their potential to the best of their ability. To help Queensland’s
next generation of workers take full advantage of the opportunities available to them, the
2021-22 Budget provides increased funding of around $1.4 billion for new schools to open in
2023 and 2024 and additional and renewed infrastructure in existing state schools.

1.3.3 Fostering innovation

Innovation is a key driver of long-term economic growth, particularly in developed economies
such as Queensland.

The significant direct economic benefits and ‘spill-over’ effects of innovation provide a clear
rationale for governments to foster research and development (R&D), initial commercialisation
and the widespread diffusion and adoption of innovative ideas, technologies and practices.
Importantly, innovation is clearly recognised in Queensland’s Economic Recovery Plan as a key
factor in opening up opportunities in existing and new markets, and making Queensland more
globally competitive.

The Queensland Government has invested heavily in innovation across the state over several
years through its flagship initiative, Advance Queensland. Advance Queensland has invested a
total of $755 million, which has helped over 7,500 innovators and projects to succeed and
supported 27,000 jobs across the state. This has included innovative enterprises such as Tritium,
the world-leading Queensland based manufacturer of electric vehicle fast charging infrastructure

The public and private response to the pandemic resulted in a wave of innovation that will have
an enduring impact on future economic growth. Vaccine development efforts have spurred the
development and uptake of numerous biomedical technologies.
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Many businesses have adapted their business models to continue to effectively serve their
customers in a pandemic environment. The crisis also highlighted that regulators and government
agencies need to be flexible and implement new policies and delivery models to support
economic activity and the provision of essential services.

Further, given the shift to more remote and flexible work practices, many Queensland businesses
rapidly upgraded their telecommunications technology and processes. As businesses and
workforces continue to adjust to more flexible work practices, innovation will continue to be a key
element of ongoing business success and sustainability.

The Queensland Government continues to foster innovation across the economy and will
continue to create a business and regulatory environment that encourages innovation and
supports the development of new technologies and sectors.

In this context, the 2021-22 Budget continues to support small and medium businesses to
innovate, build scale and realise their potential through the $100 million Business Investment
Fund.

The government is committed to build manufacturing capabilities across the state, including
through the creation of manufacturing hubs, which are supporting enterprises to become more
productive and create the jobs of the future through technology adoption, skills and training,
strategic business development and advance robotic manufacturing hub services.

The hubs aim to lift productivity, increase international competitiveness and stimulate job growth
across the state as well as attract private sector investment. The Queensland Government has
committed a total of $38.5 million to the manufacturing hubs and grants program with hubs
currently operational in Cairns, Townsville, Rockhampton and Gladstone. Two additional hubs are
to be developed, including a new hub to be created in Mackay, focusing on the manufacturing of
bioproducts from crops grown in the region, and another at Gold Coast, with a focus on transport
equipment and vehicles, food processing and metal products.

Queensland also has the potential to lead the nation in the future production of hydrogen for
domestic and international markets. Queensland is already investing in research and
development and training infrastructure, including $2.6 million over 2 years to establish the
Queensland Hydrogen Taskforce.

The Taskforce will work closely with Government to guide implementation of the Queensland
Hydrogen Industry Strategy 2019-2024, including an enhanced focus on the delivery of the
necessary policy settings to ensure the sustainable development of the state’s emerging
hydrogen industry.

The Budget also provides $9 million over 3 years to enable the Queensland Museum Network to
continue to host the World Science Festival Brisbane, positioning Queensland as a hub for
scientific leadership and enhancing the state’s profile as a knowledge economy.

Further, $7.7 million will be provided to deliver Tranche 3 of the Government Science Platform,
which by making data more accessible, integrated and reliable, will support the ability of
government, industry, research and the community to respond to complex environmental
challenges.
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1.4 Leveraging our natural and competitive
advantages

As a relatively small and open economy in a competitive global marketplace, Queensland needs
to continue to efficiently produce goods and services that the world wants.

To achieve this, an ongoing focus on leveraging Queensland’s competitive advantages, including
the state’s substantial natural endowments across its regions, will be essential to attract and
increase investment, and to maximise the economic prosperity shared by all Queenslanders.

141 Promoting regional growth and prosperity

Queensland’s economic recovery to date has been broad-based, with all regions seeing
improvements in labour market conditions since the lows observed in the depths of the COVID-19
crisis in the first half of 2020. However, challenges remain, particularly in regions most affected by
international border closures.

As such, targeted government support continues to be provided as part of Queensland’s
Economic Recovery Plan, including through key initiatives such as the ‘Good to Go’ marketing
campaign, the provision of tourism vouchers to travellers in key tourism regions like Cairns, the
Whitsundays, the Gold Coast and Brisbane, and the $7.5 million Work in Paradise initiative to
attract workers to help fill vacancies in key tourism jobs in the regions.

Queensland’s regions have a range of natural advantages, including an abundant supply of metal
and mineral resources, energy, and productive agricultural land, as well as the natural beauty of
the environment and landscape that make Queensland such an attractive destination for tourists
from around the world.

The resources sector has been a key part of Queensland’s economic recovery from COVID-19.
While Queensland’s economy has long relied on traditional resources such as coal and gas, there
is also an increasing demand for new economy minerals used to make the products of the future.

The Queensland Resources Industry Development Plan sets out a long-term vision to ensure that
Queensland’s resources industry can successfully navigate the shift to a lower carbon global
economy and capitalise on new and emerging resource markets. The government is working
closely with industry, the regions and communities to develop the plan and set a shared vision for
the future of the resources industry, with the findings of this consultation to form the basis of a
draft plan that will be released later this year.

Agriculture and food manufacturing play a key role in regional economies. The Queensland
Government is committed to the development and release of a future-focussed industry
development strategy for the agribusiness and food sector, which is designed to help the sector
add value to the economy, the community and our environment through initiatives that will
promote the productivity, profitability, sustainability, and resilience of Queensland’s industries and
safeguard the natural environment.
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Queensland’s regions also benefit from a large, well-educated and responsive workforce, given
around 50 per cent of Queensland’s residents live outside of Greater Brisbane, which is a
significantly higher proportion of regional residents compared with New South Wales

(34 per cent) or Victoria (23 per cent).

The state’s regional economies are highly trade-exposed. Chart 1.1 presents the share of each
region’s total economic output, comprising output across the agriculture, forestry and fishing,
mining, manufacturing and tourism and hospitality industries, which broadly represent the key
categories of tradable goods and services. This highlights the extent to which many regional
economies are relatively more trade-exposed compared with South East Queensland regions.

This means the economic and employment growth prospects of Queensland’s regions are
inextricably linked to the level of international and national demand for key goods and services, as
well as competition from other jurisdictions and countries exporting similar goods and services.

Improving the competitiveness of businesses and industries in Queensland’s regions is, therefore,
one of the key factors that will support and drive the continued development and transition of
these important regional economies and labour markets.

Chart 1.1 Share of regional output related to highly tradeable goods and services
m Regional Queensland South East Queensland
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Note: Rest of South East Queensland includes all Brisbane, Moreton Bay, Ipswich and Logan — Beaudesert
Statistical Area 4 (SA4) regions.

Source: Queensland Treasury, Gross Regional Product, 2016-17 estimates

Another critical factor in leveraging the natural advantages of Queensland’s regions is the
government’s ongoing focus on boosting their physical, digital, and social connectivity with other
parts of the state and beyond. This includes ongoing investment in key transport infrastructure
such as roads, rail and ports, but also telecommunications and digital infrastructure to support
broader business and social integration with the rest of the state.
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For example, QCN Fibre, the Queensland Government’s company established to improve
regional connectivity through leveraging spare telecommunication capacity in government-owned
fibre networks, will benefit from an upgrade to Powerlink’s telecommunications network and be
able to offer more data capacity and a greater number of services to customers right across
Queensland. Completion of the network-wide upgrade is targeted for June 2022.

Continuing the government’s record of strong spending on infrastructure in regional Queensland,
the 2021-22 Budget will invest $8.987 billion in capital works outside of the greater Brisbane
region in 2021-22, directly supporting around 29,800 jobs in these regions in 2021-22 and
helping increase regional connectivity.

Highlights of the regional capital program include:

e continuation of in-river works for the $367.2 million Rookwood Weir, which will add up to
86,000 megalitres of medium priority water supply for the Central Queensland region

e commencement of construction of the $250 million Karara Wind Farm in the Darling Downs,
which will provide 102.6 MW of additional renewable energy capacity.

Regional development and infrastructure will be further supported by the increased $200 million
funding provided in this Budget for the $1 billion Works for Queensland program and

$418.3 million Building our Regions program, which includes $70 million in new funding for the
Department of Regional Development, Manufacturing and Water to deliver Building our Regions
(Round 6).

The Queensland Government's ongoing commitment to promoting regional development and
connectivity is further demonstrated by the allocation of $9.1 million over 4 years and $2.5 million
per year ongoing in this Budget to continue the Regional Communities Program, which will help
rural and regional communities identify and address their key priorities in consultation with
government.

The Budget also continues to support Queensland’s drought-affected regions, with up to

$71.4 million over 4 years for the Drought Assistance and Reform Package, helping alleviate cost
pressures both for agricultural businesses and communities, and a further $50 million per annum
for 4 years in drought preparedness and emergency drought loans. The budget also provides
$16.7 million in additional funding over 5 years to finalise long-term decisions on the future of
Queensland Agricultural Training Colleges’ assets, including a new Central Queensland Smart
Cropping Centre at Emerald.

To support the return of aviation services and rebuild Queensland’s visitor economy, the Budget
also provides $10 million over 2 years for the Aviation Route Support Package, which will fast-
track route development in Queensland.

Further, to help increase the connectivity of Queensland’s regions and provide access to
essential telecommunications, the Budget delivers up to $12 million in additional funding over

3 years for the Mobile Black Spot Program to improve coverage in areas where it is limited or
non-existent. The Government has also invested $1 million to develop options to improve digital
connectivity for regional communities and businesses.
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The Queensland Government is supporting better health outcomes for Queenslanders in the
regions through investment in regional hospital and health infrastructure upgrades. The
Government is investing $426 million for new and upgraded regional hospitals including at
Atherton, Cairns, Fraser Coast, Mer (Murray Island), Proserpine, Rockhampton, Roma, Sarina
and Thursday Island.

Rural and regional state schools will continue to benefit from the Government'’s investment in
schools, including an investment of $235 million for new or upgraded multi-purpose school halls
and performing arts centres to be delivered through the $1 billion Great Schools, Great Future
election commitment. This includes a new hall for Oakey State High School, a new performing
arts centre for Trinity Bay State High School, while Woree State High School will get an extension
to an existing hall.

142 Increasing investment

Queensland’s private sector supports 84 per cent of the state’s employment. Therefore, creating
an environment conducive to encouraging private investment is essential to drive sustainable
economic growth and job creation over the long term.

The investment climate and conditions in Queensland have evolved substantially over the past
decade. In the early 2010s, Queensland experienced an unprecedented business investment
boom associated with development of the state’s LNG sector. Since that time, private business
investment has been impacted by a range of factors, including a weaker global economic outlook,
increased global uncertainty and trade tensions.

More recently, the impacts of the COVID-19 crisis have exacerbated the existing weakness in
global economic activity and growth, with flow-on impacts on business confidence and
investment, particularly in some trade-exposed industries, sectors and regions.

However, Queensland’s success in containing the spread of COVID-19 and the Queensland
Government’'s Economic Recovery Plan have seen domestic economic activity and employment
recovering strongly. Surveys indicate that business confidence and conditions are now back
above both their pre-COVID-19 levels and long-term averages.

Many businesses are now operating above their long-term average capacity levels, and together
with prevailing low interest rates, this provides an investment climate which should encourage
firms to increase their investment in new capacity. Therefore, notwithstanding the remaining
uncertainty around the global pandemic, the outlook for business investment has become
increasingly positive in recent months.

The Queensland Government continues to pursue a broad range of policies and programs
focused on industry attraction and development. Since 2016, the Advance Queensland Industry
Attraction Fund and the Jobs and Regional Growth Fund have supported over 77 projects to
deliver more than 4,100 new direct jobs and almost $2.5 billion in capital investment.

Building on this momentum, the 2021-22 Budget is delivering an enhanced investment attraction
and industry development program through its centrepiece $3.34 billion Queensland Jobs Fund.
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As detailed in Box 1.4, the Queensland Jobs Fund has an enhanced focus on the creation of jobs
through investment attraction and industry development. In the post-pandemic era, Queensland
needs to compete more intensively with the rest of the world and other states for private sector
investment. Importantly, the Queensland Jobs Fund will also have a strong focus on facilitating
investment in priority sectors where the state has economic strengths, such as renewable energy,
hydrogen, manufacturing, food and agritech, aerospace and defence, and digital innovation. It will
also support projects that have broader supply chain and regional development benefits
extending beyond individual firms.

Box 1.4 Queensland Jobs Fund

The Queensland Jobs Fund (the Fund) is a $3.34 billion program which brings together the
Queensland Government’s investment attraction and industry development programs for
business attraction and facilitation in Queensland.

The Fund incorporates a range of existing initiatives and commits funding for a number of
newly established funds.

Industry Partnership Program

This fund also includes the new $350 million Industry Partnership Program, providing small to
medium-sized enterprises and research institutions in Queensland with tailored support that
strengthens local supply chains and grows the industry footprint to create and sustain jobs.
Facilitating a ‘single front door’ approach to industry development will minimise costs and
resources for businesses to expand or maintain jobs in Queensland.

Business Investment Fund (BIF)

As part of the COVID-19 Fiscal and Economic Review released in September 2020, the
government announced the Backing Queensland Business Investment Fund (BQBIF).

This support is continuing through the $100 million BIF, which is part of the BQBIF, to drive
investment in established small and medium sized businesses to help them innovate, build
scale, realise their potential, and promote job creation in Queensland.

The 2021-22 Budget also commits $20.6 million over 5 years to continue the implementation of
the International Education and Training Strategy to Advance Queensland 2016—2026. This
funding will allow the government to continue to provide targeted support to the international
education and training sector, which has been significantly impacted by COVID-19, and will
support the industry to remain competitive when international borders reopen.

An additional $71 million has been allocated to support the Queensland screen industry. This
includes:

e $53 million to continue the Screen Queensland Production Attraction Strategy to help
maintain the state’s competitiveness as a production location

e $10 million for the Post, Digital and Visual Effects incentive to encourage and attract screen
businesses to undertake post-production activities in Queensland
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e $4 million for the Screen Finance Program to support growth of the local screen industry by
directly investing in productions and games development

e  $4 million for the North Queensland Regional Program to extend the footprint of the
Queensland screen industry and support the delivery of the new Far North Queensland
Studio in Cairns.

1.4.3 Protecting the environment

Protection of Queensland’s rich natural environment in a way which complements the state’s
economic development priorities is essential to ensure economic growth is sustainable and to
enhance the welfare of future generations of Queenslanders.

The Queensland Government is actively working, in line with its election commitment, to develop
a Climate Action Plan 2020-2030, including actions to reduce emissions and increase
sustainability.

Queensland has long held a comparative advantage in the provision of reliable and affordable
energy. The Queensland energy sector has supported growth in the economy in 2 ways: firstly, as
an important sector of the economy that directly creates jobs and value; and secondly, by
providing reliable and affordable energy that underpins activity and supports competitiveness in
the rest of the economy.

As seen in other parts of Australia, price shocks and supply interruptions can cause significant
economic disruption. Queensland’s stable and well-planned electricity network means industry
can invest in Queensland with confidence.

International governments and global businesses are transitioning to a lower emissions future and
making investment decisions on that basis. Queensland is already well placed to grow within this
new paradigm. With a 50 per cent renewable energy target by 2030, and a $2 billion Queensland
Renewable Energy and Hydrogen Jobs Fund, the Queensland Government is focused on driving
green-based economic development, securing current jobs, and growing future industries and the
jobs that come with it.

Embracing green energy will also create jobs and grow the economy. The Queensland
Government’s commitment to a 50 per cent renewable energy target by 2030 has created a
favourable climate for renewable energy investment, attracting and enabling approximately
$10 billion of investment since 2015.

Government ownership of renewable energy assets is a key pillar of this transition, with
Queensland’s publicly-owned clean energy generator, CleanCo, commencing construction of the
$250 million 102.6MW Karara Wind Farm in the Darling Downs. To further support the

50 per cent renewable energy target by 2030 and net zero emissions by 2050, the government
will continue to invest in publicly owned renewables, including in partnership with private sector.

The Queensland Renewable Energy and Hydrogen Jobs Fund (formerly the Queensland
Renewable Energy Fund) will benefit from an additional investment of $1.5 billion, taking total
investment in the fund to $2 billion. The fund allows energy government-owned corporations to
increase ownership of commercial renewable energy and hydrogen projects, along with
supporting infrastructure, including in partnership with the private sector. This will continue to
support the state’s transition to renewable energy.
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In 2021-22, the $145 million commitment to establish Queensland Renewable Energy Zones
(QREZs) will see proposals progressed for the Southern and Northern QREZs, as well as
engagement for the Central QREZ. This will aim to bring together coordinated investment in
transmission and generation infrastructure with industrial demand in a way that benefits the
Queensland economy and communities.

Of the QREZ allocation, $22 million has been committed over 2 years from 2021-22 to undertake
a detailed feasibility study for a pumped hydroelectric storage project at Borumba, and concept
studies for other sites. Investment in large-scale pumped hydroelectric storage will help manage
the transition to renewable energy sources and provide generation support to stabilise the energy
network.

Further, $61 million over 15 years from 2021-22 will be allocated to the environmental markets
and investment initiatives, which includes funding for Round 2 of the Land Restoration Fund
(LRF) and market support activities for the Carbon Farming Advice Rebate. The funding will also
support the creation of the Queensland Natural Capital Fund (QNCF), which is a pilot program to
be managed by QIC Limited on behalf of the State to facilitate private sector co-investment to
generate both commercial and environmental market returns to support environmental, social and
economic co-benefits and establish a pathway for ongoing private investment in the sector.

To ensure funding is available for future investment rounds of the LRF, a $500 million Carbon
Reduction Investment Fund is being established. The returns on this fund will be available to
support the existing LRF to leverage private finance and investment, and support financially
sustainable carbon markets. The original $500 million investment will remain intact to deliver
ongoing investment returns.

The state’s natural endowments and assets, such as the Great Barrier Reef, also provide
significant economic and social benefits to Queensland, particularly in regional economies. To
preserve this vital natural wonder of the world, the Queensland Government will continue the
Queensland Reef Water Quality Program, providing $270.1 million over 5 years.

The 2021-22 Budget includes additional funding of $19.7 million in 202122, as part of

$93.6 million additional funding over 4 years, for the Queensland Waste Management and
Resource Recovery Strategy. The strategy provides the framework to help deliver coordinated,
long-term and sustained growth for the recycling and resource recovery sector while reducing the
amount of waste produced and ultimately disposed of, by promoting more sustainable waste
management practices for business, industry and households.

In addition, $9.6 million has been allocated to continue the delivery of comprehensive mapping
and assessment of vegetation change. This initiative continues the existing science behind the
state’s tree clearing mapping by developing and delivering a range of additional scientific
approaches to map woody vegetation extent, regrowth and condition, supporting the protection of
the state’s vegetation assets.
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1.5 Improving business competitiveness

For Queensland businesses to thrive it is critical that they are operating in an environment that
supports their competitiveness and gives them the greatest possible chance to compete and
succeed in domestic and global markets. To achieve this aim, the government will continue to
have an ongoing focus on providing supportive economic conditions for business, delivering
productive infrastructure, and helping to provide a labour force that is appropriately skilled and
educated.

151 Providing positive economic conditions

The Queensland Government’s swift and decisive actions to protect the health of Queenslanders
has helped ensure Queensland businesses have enjoyed a strong recovery following the short
lockdown period. By March quarter 2021, the Queensland domestic economy was 3 per cent
larger than before the COVID-19 outbreak. This can be contrasted with conditions for business in
countries where the virus has not been contained, with resulting sharp falls in economic activity
and ongoing hardship for business and workers.

The government has also provided substantial support to business as part of its response to
COVID-19, including substantial tax relief measures and a $500 million utility relief package,
involving $500 rebates for electricity and water utilities for sole traders and small-to-medium
businesses, to support the cashflows and viability of Queensland businesses during a critical and
difficult period.

Energy and other key utilities are key input costs for many businesses, particularly those in some
of Queensland’s more trade-exposed industries such as manufacturing.

Importantly, over the past 4 years energy prices in Queensland have fallen substantially, driven
by the expected continued entry of a large amount of renewable generation into Queensland and
other National Energy Market regions, and the continuation of lower domestic gas prices. This is
directly leading to lower electricity bills for businesses and households, as outlined in Box 1.5.

Box 1.5 Lower electricity prices for Queensland

After several years of significant price increases, the Queensland Government reformed the
electricity sector to provide reliable energy and push prices down.

Structural changes and efficiencies in the network and generation sector, including the
establishment of a new low-emissions generator, CleanCo, and a commitment to invest in new,
clean energy generation, has led to decreasing costs and a diverse and robust electricity
supply.

The plan has worked. In 2021-22, retail electricity prices are set to fall for Queensland
households and businesses for the fourth consecutive year. The average regional household is
set to see their biggest cut in more than a decade.
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Based on the Queensland Competition Authority’s (QCA’s) Final 2021-22 Determination for
regional electricity prices, the typical regional household can expect to see a 7.3 per cent
electricity bill reduction.

Over the period from 2017-18 to 2021-22, the QCA'’s regulated prices, which apply in regional
Queensland, have fallen by over 17 per cent. This represents a retail bill reduction over this
period of around $270 for regional Queensland households.

Regional businesses will also benefit in 2021-22, with the typical small business to see a
3.7 per cent reduction, and large business customers to benefit from reductions of between
2.5 per cent and 3.7 per cent. For small business, the reduction in 2021-22 will deliver the
lowest electricity bills since 2012—13.

In South East Queensland, the Default Market Offer set by the Australian Energy Regulator
(AER) determines the maximum electricity prices which may be charged to households and
small businesses. For 2021-22, the AER determined bill reductions of around 3.5 per cent for
households, and around 4.2 per cent for small businesses. Customers can also access even
lower prices by shopping around between retailers.

In addition, because of the decision to retain ownership of our electricity assets, the
government has been able to implement measures to support lower energy prices and greater
energy affordability:

o utility bill relief has been provided to households and businesses through the $500 million
COVID-19 utility relief package in 2019—20 and the $100 million Asset Ownership Dividend
in 2020-21. Over this period, more than 2 million Queensland households have received
$250 to help with their utilities, with farmers and small to medium businesses receiving
$500. A further $100 million relief package will be provided to households through another
$50 Asset Ownership Dividend payment in 2021-22

e under the Uniform Tariff Policy, the government provides around $500 million per annum to
offset energy costs and ensure electricity prices in regional Queensland are comparable to
prices in South East Queensland. Reducing the cost of living for people in regional areas is
a critical element of the government’s economic plan

e the Electricity Rebate Scheme also provides a rebate of up to approximately $341 per
annum, at a cost of $228.5 million in 2021-22, to assist with the cost of domestic electricity
supply to the home of eligible Pensioner Concession Card, Health Care Card, Queensland
Seniors Card and Department of Veterans' Affairs Gold Card holders.

The 2021-22 Budget continues the government’s strong energy investment, with over $2.2 billion
in energy generation, transmission and distribution capital purchases to occur in 2021-22,
including the Queensland Government’s $250 million investment in the 103 MW Karara Wind
Farm in the Darling Downs, which CleanCo will build, own and operate.

Further, $29.4 million has been allocated over 4 years for the Electricity Tariff Adjustment
Scheme to provide support for regional business electricity connections due to the phasing-out of
obsolete electricity tariffs. This initiative provides eligible customers with individually tailored
transitional rebates to help offset the removal of obsolete tariffs and incentivise a pathway to
self-sufficiency over time.
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15.2 Supporting small business

The success and viability of Queensland’s small businesses is central to the overall prosperity of
the state and its residents. Small businesses are also critical from an economic recovery
perspective. Given they account for around 42 per cent of the private sector workforce in
Queensland, a significant proportion of employment growth comes from small businesses who
grow and expand.

The Queensland Government's response to the COVID-19 pandemic recognised this fact,
providing substantial support targeted at small businesses, including $196 million in Small
Business COVID-19 Adaption Grants, $1 billion in concessional jobs support loans and
substantial tax relief.

Small business can also play a key role in the generation and diffusion of innovation across the
economy, which is another critical factor in Queensland’s ongoing economic recovery. For
instance, the Organisation for Economic Co-operation and Development has noted that the
contribution of small business to innovation is increasing as a result of new technologies making it
easier to overcome barriers to entry and access larger markets.!

The $140 million Big Plans for Small Business commitment, which includes the $100 million
Business Investment Fund, has a strong focus on helping small business to innovate, grow and
access new markets, including by investing in skills and capability and by making it easier to do
small business in Queensland.

The government is also providing support to Queensland’s live music industry with a new
investment of $7 million in 2021-22 supporting the sustainability of the state’s live music venues.

Queensland is also continuing to implement the 7 key reforms under the Small Business
Regulatory Reform Agreement with the Australian Government. This includes a range of
innovative reforms developed and implemented by the Queensland Government including:
reforms targeting small business renewal and start-ups; improving information available to
businesses on vocational education requirements; and streamlining requirements and permits
related to food safety, transport and agricultural activities.

The flagship initiative under this program, the Business Launchpad, will reduce the amount of
paperwork and approvals that start-up and expanding small businesses are required to obtain
from all 3 levels of government. The recently-implemented first phase of this program directly
assists food, beverage and residential construction businesses in Logan and Townsville to meet
their regulatory and compliance obligations, and it is estimated it will deliver over $50 million in
benefits to participating businesses through time savings and productivity benefits over a 10-year
period.

1 OECD, 2010, SMESs, Entrepreneurship and Innovation.
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153 Regulatory reform

The government is committed to driving regulatory reform to reduce red tape and minimise the
regulatory burden on Queensland businesses, families and communities.

Since first forming government in 2015, the Palaszczuk Government has delivered
productivity-enhancing reforms and red tape reduction across a range of areas, including
reducing trading hours restrictions, facilitating development and regulation of the personalised
transport sector, providing for the development of the craft-brewing industry, improving
sustainability of fisheries, and reducing red tape for body corporates.

Further, a key element of the government’s economic response to the pandemic is making it
easier for businesses to recover, invest and employ Queenslanders by reducing compliance
costs. For example, the Queensland Government recently introduced a suite of temporary
reforms providing for electronic signing and witnessing of legal documents such as statutory
declarations and deeds. A range of other innovative reforms have also been implemented to
reduce costs for business, including reforms related to e-conveyancing, simplifying management
of taxation obligations and digitising and streamlining identification procedures, procurement
processes and park permit application processes.

Many of these reforms provide innovative digital solutions to previously paper-based processes,
delivering more efficient sharing of information and clearer communication. These measures have
reduced red tape and provided substantial time savings for businesses.

The government is committed to developing e-invoicing capability across Queensland
Government departments. The digital exchange of invoices between suppliers and buyers
provides economic benefits to businesses through improved accuracy, enhanced supplier
payment times and reduced processing costs. Progressing this important digital reform across
government is expected to drive faster uptake of e-invoicing technology across businesses and
supply chains, supporting further economic growth through e-commerce.

The government is also implementing a new licence model for racing industry participants and
enhanced telecommunications approval processes for bookmakers, which will reduce red tape for
industry and promote better regulatory outcomes.

Another key regulatory reform to be implemented during the year includes the introduction of a
fee unit model to streamline the annual process of indexing regulatory fees. Government
indexation seeks to maintain the value of a fee over time. Currently, annual indexation requires
agencies to amend hundreds of pages of regulation each year to reflect the new dollar value of
their fees. This process is resource intensive, taking up to 3 months for some agencies to
implement these changes.

Removing these administrative inefficiencies will realise productivity gains across government, as
staffing effort can be redirected to focus on service delivery and higher value priorities.

The new Office of Productivity and Red Tape Reduction, which commenced on 2 June 2021, will
help develop innovative policy solutions to boost productivity and regulatory reform as part of the
government’s economic recovery policies.
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The government’s ongoing regulatory reform agenda will enable the government to identify
opportunities to ensure regulation is fit-for-purpose, and also ensure new and existing regulation
is well-targeted, effective and flexible.

1.6 Responsive public sector

As Queensland continues to manage the health, social and economic impacts of the COVID-19
pandemic, it is critical the government remains responsive and innovative in delivering essential
services to ensure the best possible outcomes for Queensland.

16.1 Delivering essential services

As highlighted by the success of the response to COVID-19, providing essential services that are
flexible and responsive is important to protect Queenslanders and help communities remain
resilient. This includes ensuring that our frontline services have the resources they require for
effective service delivery.

The Queensland Government is committed to delivering world class frontline services that
Queenslanders deserve. Our health, education, law and order, and social services investments
are helping Queenslanders improve their living standards and attract thousands of people from all
parts of Australia and overseas.

The Queensland Government continues to invest in boosting housing supply and increasing
housing and homelessness support across Queensland, with additional funding of $314.9 million
over 4 years supporting the $1.908 billion Housing and Homelessness Action Plan 2021-25. This
includes $1.813 billion over 4 years to increase supply and upgrade the existing social housing
property portfolio, including $502.6 million in capital works and capital grants in 2021-22.

To support this, the Queensland Government has established the $1 billion Housing Investment
Fund, a long-term fund with returns used to drive new supply to support current and future
housing needs across the state.

Over $317 million has been allocated in 2021-22 to improve housing outcomes for Aboriginal and
Torres Strait Islander peoples in Queensland, including $212.4 million to improve social rental
housing and deliver services in discrete communities, and $45.3 million to improve state-owned
and managed Indigenous housing across Queensland.

The 2021-22 Budget provides $18.3 billion for education and training in 2021-22.

To ensure Queensland’s schools can keep up with the increasing enrolment growth and ensure
all children have access to quality school facilities, the 2021-22 Budget provides funding to
support construction of new schools and growth projects in existing schools. This includes
increased funding of $913.7 million over 7 years for the Building Future Schools Program and
$508.3 million over 4 years for additional and renewed infrastructure in existing state schools, and
to address emerging issues relating to asbestos.
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The government is also committed to ensuring a quality education for children of all ages, which
is reflected in the investment of an additional $202.9 million over 4 years and $64 million per year
ongoing to support the continued provision of universal access to kindergarten in the year before
school. This will ensure all children are able to participate in a high-quality kindergarten program
and prepare them for school.

The government is committed to protecting communities and keeping Queenslanders safe
through the $2.7 billion provided in 2021-22 for policing. The government will continue to provide
an additional 2,025 police personnel by 2025, which is the biggest increase in police resourcing in
almost 30 years. The 2021-2022 Budget also includes $156.1 million to fund the police capital
program, including facilities, motor vehicles, vessels and other essential equipment, to support
quality frontline police services.

To build resilience in response to natural disasters, the budget provides funding for drought
preparedness, response to the bushfires on Fraser Island (K’Gari) and mitigation measures to put
downward pressure on insurance. It also provides $10.8 million over 4 years and $1.3 million

per annum ongoing to implement priority actions in response to the Royal Commission into
National Natural Disaster Arrangements to help keep Queenslanders safe when natural disasters
strike.

1.6.2 Innovative service delivery

Queensland Government agencies continue to identify opportunities to improve the effectiveness
and efficiency of government service delivery to support productivity improvements and growth.
Reforming and improving the delivery of these services will reduce costs for businesses and
consumers and streamline business and community interactions with government.

The Queensland Government continues to invest in innovative reforms, including identifying and
working to implement regulatory technology priority reforms across several key agencies.
Reforms currently underway include: a Digital Food Safety Hub, providing food businesses with a
streamlined online hub for legislative, licensing and training requirements; a Biosecurity Entity
Online Customer Portal, allowing businesses keeping livestock or bees to renew their registration
online; and further streamlining and modernisation of the state’s fines administration system.

Innovation in service delivery, such as in health technology, can also support improvements in
accessibility. For example, Queensland’s telehealth program enables patients to receive quality
care closer to home via telecommunication technology, and expands access to specialist
healthcare for people in regional communities by reducing the need to travel for specialist advice.

Telehealth consultations increased by 160 per cent in the first 3 months of the COVID-19
pandemic, enabled by efforts from Queensland Health to increase system capacity. This reduced
the number of patients who needed to present at hospitals, freeing up hospitals and health clinics,
and reducing potential exposure for at-risk patients with pre-existing conditions.

A further example of innovative health service delivery is the Queensland Government’s Sunshine
Coast GPwSI program, a model of care that integrates GPs with additional skills and expertise
into specialist-led clinical teams in hospital outpatient units. The program led to improvement in
the share of people seen within recommended wait times, as well as having positive effects on
access, efficiency, and clinician and consumer satisfaction.
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The productivity benefits of these innovative approaches to service delivery extend beyond the
health sector. As such, ongoing improvements and innovative approaches to facilitate the delivery
of key government services and functions has the potential to deliver much broader economic
and social benefits for all Queenslanders.

Further innovative service delivery investments have also been announced in the

2021-22 Budget. This includes $11 million to enhance cyber security across the Queensland
Government. The 2021-22 Budget also provides funding to continue the Crime Statistics and
Research Unit, ensuring up-to-date, targeted crime data can be utilised to develop informed
policy responses.
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2

Economic performance and outlook

Features

The severe health and economic shock caused by the COVID-19 pandemic saw the global
economy contract by 3.3 per cent in 2020, a much greater impact than the 0.1 per cent
decline in global activity recorded in 2009 in the depths of the Global Financial Crisis.

The national economy fell into recession in 2020, for the first time since 1991. However,
Queensland and Australia’s relative success in containing the spread of COVID-19, in
addition to significant fiscal and monetary policy support, meant the economic impacts
nationally were less severe than in many other countries.

Reflecting the success of Queensland’s health response, the domestic economy has
rebounded strongly, with business and consumer confidence currently at elevated levels.

Following a 7 per cent rebound in September quarter 2020, Queensland’s domestic activity
continued to grow across the December and March quarters, to be 3 per cent above the
pre-COVID-19 level of March quarter 2020. This was almost double the 1.7 per cent
growth in the rest of Australia over the year, and substantially higher than the 1.9 per cent
in New South Wales. Domestic activity in Victoria in March quarter 2021 was still

0.3 per cent below its pre-COVID-19 level.

Growth in the Queensland economy has been driven by elevated consumer spending and
housing sector activity, supported by timely and targeted government stimulus.

Reflecting the improved domestic conditions, Gross State Product (GSP) is forecast to
rebound by 3% per cent in 2020-21, significantly higher than the % per cent growth
expected at the time of the 2020-21 Queensland Budget. Robust growth of 2% per cent is
forecast for 2021-22 and in each subsequent year across the forward estimates.

In comparison, the national economy is forecast by Australian Treasury to grow

1% per cent in 202021, 4Y4 per cent in 2021-22 and 2% per cent in 2022—-23.
Queensland’s faster recovery means aggregate growth across the 3 forecast years will be
higher in Queensland (around 9 per cent) than nationally (around 8% per cent).

Queensland’s labour market has also improved substantially, with employment in

April 2021 having rebounded by 253,200 persons since May 2020, to be 54,900 persons
above the pre-pandemic level in March 2020. In comparison, employment in the rest of
Australia in April 2021 was still 9,000 persons below the level in March 2020.

Reflecting the current strength in jobs growth and the broader economic recovery,
year-average employment growth in 2020-21 is now forecast to be 2% per cent, much
higher than the 1 per cent forecast in the 2020-21 Budget.

This robust jobs growth means the state’s unemployment rate is now forecast to be 6% per
cent in June quarter 2021, while the year-average unemployment rate in 2020-21 is now
expected to be 7 per cent, lower than the 7% per cent forecast at the previous Budget.

Strong employment growth of 3 per cent in 2021-22 is expected to drive down the
unemployment rate to 5% per cent in June quarter 2022, with the unemployment rate
steadily improving across the forecast period to be 5 per cent by June quarter 2025.

41



Budget Strategy and Outlook 2021-22

2.1 International conditions

Global economic output fell sharply in the first half of 2020 due to the public health restrictions
and lower confidence in response to COVID-19. According to the International Monetary Fund
(IMF), the global economy contracted by 3.3 per cent in 2020, a much greater shock than the
0.1 per cent decline recorded in 2009 in the depths of the Global Financial Crisis.

Over three and a half million people have died from the virus globally, and daily cases and deaths
remain elevated in many countries.

Despite this ongoing health crisis, the global economic recovery has clearly begun, with an
acceleration in various countries’ vaccine rollouts supporting a lift in sentiment and activity. The
IMF’s latest forecasts show the global economy is expected to rebound strongly in the near-term,
growing by 6 per cent in 2021 and 4.4 per cent in 2022.

Aggregate Gross Domestic Product (GDP) growth of Queensland’s major trading partners is
expected to be slightly stronger than the global average, rising 6.5 per cent in 2021 and

4.7 per cent in 2022. This primarily reflects China and India both being expected to record rapid
economic growth across 2021 and 2022.

The economic recovery is most advanced in China, where GDP has already exceeded its
pre-COVID-19 level following the successful containment of the virus and ongoing and significant
government stimulus. After growing by 2.3 per cent in 2020, the IMF forecasts that China’s
economy will grow by a further 8.4 per cent in 2021 and 5.6 per cent in 2022.

The outlook in the United States also appears more positive than expected during the height of
the pandemic. While employment has yet to return to its pre-pandemic level, steps have been
taken towards fully reopening the economy, with daily COVID-19 cases remaining well below
peak levels and the nation-wide vaccine rollout continuing to progress.

The IMF expects the United States to record exceptionally strong economic growth of 6.4 per cent
in 2021 and 3.5 per cent in 2022, underpinned by the Biden Administration’s US$1.9 trillion
stimulus bill passed in March 2021. This is in addition to the substantial fiscal support during the
pandemic and ongoing highly accommodative monetary policy settings.

Surges in case numbers have partially stalled the economic recovery across Europe, with many
countries reimposing social distancing measures in late-2020 and early-2021. However, various
government fiscal support measures in many countries, including wage subsidies, and highly
accommodative monetary policy settings have helped support Europe’s major economies
throughout the pandemic.

More recently, India has endured a severe further wave of COVID-19, with cases peaking at more
than 400,000 per day in early-May. As India accounts for more than 10 per cent of the value of
Queensland’s overseas merchandise exports, the humanitarian crisis is also likely to have an
economic impact on the state’s economy.
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Despite the more positive global economic outlook in recent months, substantial risks remain,
centred around the success of the global vaccine rollout and the efficacy of the vaccines,
particularly as new variants of the virus continue to emerge. While vaccine rollouts are well
progressed across a range of nations, including Israel, Canada, the United Kingdom, the United
States and Chile, the proportion of the population to have received at least one vaccine shot is
still below 10 per cent in many countries.

In addition to the ongoing health risks associated with the COVID-19 pandemic, geopolitical and
trade tensions that existed between various countries before the onset of the pandemic remain a
key risk to the global economic outlook. In particular, tensions between the United States and
China related to trade, intellectual property and cybersecurity are expected to continue.

Ongoing uncertainty also remains around the longevity of China’s trade restrictions on a range of
Australian goods, including some of Queensland’s key commodity exports, particularly coal.

2.2 National conditions

The Australian economy declined by 2.5 per cent in 2020, the first national recession since 1991.
Despite this sharp contraction, Australia’s relative success in containing the spread of COVID-19,
in addition to significant fiscal and monetary policy support, meant the economic impacts were
less severe than in many other countries. In comparison, as highlighted in Chart 2.1, GDP in 2020
fell by 9.9 per cent in the United Kingdom, 8 per cent in India, 6.6 per cent across the Euro area,
5.4 per cent in Canada and 3.5 per cent in the United States.

Chart 2.1 GDP/GSP growth in 2020*
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The national economic recovery is well underway and stronger than initially anticipated. The
economy has rebounded, with real GDP in March quarter 2021 1.1 per cent above the
pre-COVID-19 level of a year earlier, according to the National Accounts. The national
unemployment rate fell to 5.5 per cent in April 2021, down from a high of 7.4 per cent in

July 2020, while various business and consumer surveys indicate confidence and conditions are
at elevated levels.

Buoyed by the substantial fiscal and monetary stimulus provided in response to the crisis,
housing market activity has increased, supporting confidence and household consumption.

Despite the stronger-than-anticipated performance of many economic indicators, the recovery to
date has been somewhat uneven across the country. The pace of recovery has differed across
jurisdictions, in particular with Victoria's recovery delayed by its extended lockdown period, while
those sectors reliant on international travel, such as tourism and education, are not expected to
return to pre-COVID-19 levels of activity until after the vaccination rollout is substantially
progressed and international borders are reopened.

In the medium to longer-term, recently-reported plans by China to diversify its production and
supply chains for key industrial commaodities, including iron ore, could represent future risks for
Australian resources production and exports. If these risks were to eventuate, it could also have
longer term implications for government revenues, including the distribution of GST.

2.3 Key assumptions

Key assumptions underpinning the forecasts for the Queensland economy include:

¢ Queensland and Australia will continue to be successful in containing any community
outbreaks of COVID-19 to the extent that no prolonged or widespread lockdowns or severe
social distancing measures are assumed over the forecasting period

e consistent with the 2021-22 Federal Budget assumptions:
- the interstate border is assumed to remain mostly open across the forecasting period

- while more travel bubbles are gradually established from 2022 onwards, the international
border is assumed to remain closed to most travellers through to mid-2022.

¢ the Reserve Bank of Australia (RBA) is assumed to keep the target cash rate at 0.1 per cent
until mid-2023 and the pace of monetary policy normalisation will be gradual over the
remainder of the forecast period

e the A$ is assumed to stabilise at around US$0.75 in the medium term

e Brent oil prices are expected to fall slightly below US$60/barrel in the short term but are
assumed to be anchored at around US$60/barrel from 2023-24 onwards

e China’s restrictions on Queensland’s coal exports are assumed to remain significant in 2021.
Although some relaxation is assumed in 2022, impacts are assumed to persist across the
forward estimates.

e according to the Bureau of Meteorology, the 2021 winter is likely to be wetter than average
but there is no clear indication of an El Nifio or La Nifia developing, at least in the next few
months. Therefore, an average seasonal rainfall is assumed for the 2021 and 2022 seasons.

44



Budget Strategy and Outlook 2021-22

Box 2.1 Vaccination roll-out

The Australian Government is responsible for acquiring and delivering the COVID-19 vaccine
to Australians. Queensland is working collaboratively with the Australian Government to roll out
the COVID-19 vaccination program across Queensland.

On 22 February 2021, the first Queenslanders began receiving the Pfizer vaccine under
Phase la of the Australian COVID-19 Vaccination Strategy. Considering all sources of
vaccination delivery, as at 5 June 2021, the Australian Government-led vaccination program in
Queensland has resulted in 17.94 vaccine doses per 100 people have been delivered, less
than the national level of 19.52 vaccines per 100.

To assist the Australian Government to improve vaccine delivery to Queenslanders, the
Queensland Government is stepping up its jurisdictional delivery channels.

The Commonwealth Government is responsible for vaccinating residents and staff in
residential aged care facilities. While the Commonwealth deployed in-reach vaccination clinics
to residential aged care facilities across Queensland, these focussed on residents. Staff were
only able to obtain vaccinations if there were excess doses not required by residents, which led
to a significant gap in coverage.

Queensland Health therefore stepped up to help ensure the safety of staff and residents by
offering the Pfizer COVID-19 vaccine to all Phase 1a and 1b frontline workers in Queensland,
including residential aged care workers, regardless of age.

To administer the Pfizer vaccine, Queensland Health established hospital hubs in 6 locations,
selected based on their proximity to international arrival points into Queensland. AstraZeneca
hospital hubs and outreach services have been subsequently established in every Queensland
Hospital and Health Service (HHS). More than 100 services were operating across the state by
early-April 2021. This has enabled access to vaccines for Queenslanders in remote, rural,
regional and metropolitan areas.

On 8 April 2021, the Australian Technical Advisory Group on Immunisation (ATAGI) and the
Therapeutic Goods Administration (TGA) issued advice recommending Pfizer as the preferred
COVID-19 vaccine for adults aged under 50 years. This followed reports of a rare but serious
blood clotting disorder following administration of the AstraZeneca vaccine. National Cabinet
has made a series of decisions since 22 April 2021 to recalibrate the delivery model to
administer COVID-19 vaccinations to Australians. The key changes were:

o Pfizer vaccine will be initially limited to Phase 1a and 1b eligible people under the age of
50 years and subsequently provided to additional cohorts with 40-49 year olds now able to
access the vaccine

e part of Phase 2a was brought forward so that individuals 50 years or over could access the
AstraZeneca vaccine at Queensland Health vaccination clinics from 3 May 2021 and at
general practices from 17 May 2021

e increasing access to the Pfizer vaccine for eligible individuals where demand exists and
supply permits

e primary care continuing to be the primary delivery channel.
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Queensland Health immediately took action to open additional Pfizer hospital hubs throughout
Queensland. The first additional site to open was Mater South Brisbane on 5 May 2021. As of
8 June 2021, Queensland Health has a total of 33 hospital-based Pfizer Hubs and Sub-Hubs
providing access to Pfizer across metropolitan, regional and remote communities.

In addition, 14 Community Based Vaccination Locations are being progressively opened
across the state. Planning for mass vaccination sites is underway to establish readiness to
operate where demand exists and when the supply of Pfizer vaccine increases to a level that
makes mass vaccination possible.

Funding arrangements with the Australian Government are still being finalised but it is
expected the Australian Government will reimburse only a portion of the costs incurred by
jurisdictions to set up additional COVID-19 clinics where necessary to support the recalibrated
delivery model. This is in addition to a contribution per vaccination dose delivered by the states
and territories.

Queensland’s vaccine roll-out will continue to track the Australian Government vaccine supply.

2.4 Queensland conditions and outlook

When the 2020-21 Budget was delivered in December 2020, the Queensland economy was
forecast to grow by % per cent in 2020-21 and 3%z per cent in 2021-22. Since that time, the
domestic economy has grown faster than forecast, bolstered by a range of factors, including a
surge in dwelling activity and investment.

As restrictions were unwound, State Final Demand (SFD) grew by 7 per cent in the
September quarter, and by 2.3 per cent across the December and March quarters, to be
3 per cent above the pre-COVID-19 level of March quarter 2020.

Annual growth in Queensland’s domestic economy was almost double the 1.7 per cent growth
recorded in the rest of Australia’s domestic economy and faster than the rise of only 1.9 per cent
in New South Wales. Domestic activity in Victoria in the March quarter 2021 was still 0.3 per cent
below its pre-COVID-19 level.

Despite the improved outlook in SFD, the trade sector faces ongoing uncertainty about the timing
and extent of the global recovery and about the status of trade with China. International travel
restrictions are expected to continue to impact Queensland’s international tourism exports and
limit overseas student arrivals in 2021.

Overall, growth in domestic activity is expected to more than offset the decline in the trade sector
and Queensland’s GSP, after falling by 0.7 per cent in 2019-20, is forecast to rebound to growth
of 3% per cent in 2020-21.

Further solid growth of 2% per cent is forecast for 2021-22, as the dwelling construction boom
maintains momentum and business investment rebounds after several years at subdued levels.
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In comparison, the national economy is forecast by Australian Treasury to grow by 1% per cent in
2020-21, 4v4 per cent in 2021-22 and 2% per cent in 2022—-23. Importantly, Queensland’s faster

recovery means that aggregate growth across the 3 forecast years will be stronger in Queensland
(around 9 per cent) than for the nation as a whole (around 8% per cent).

Over the remainder of the forward estimates, Queensland’s GSP growth is expected to average
2%, per cent per annum, driven by the strength of the domestic economy and further
improvements in exports.

Consistent with the strong rebound in domestic activity, employment in Queensland has also
recovered strongly and fared better than the rest of Australia. By late 2020, total employment in
Queensland had already exceeded the pre-pandemic level of March 2020, while the state’s
monthly unemployment rate has fallen substantially from its COVID-19 induced peak of

8.7 per cent in July 2020, to be around pre-pandemic rates by April 2021.

In year-average terms, employment is now forecast to grow by 2% per cent in 2020-21 and
3 per cent in 2021-22. In quarterly seasonally adjusted terms, employment is forecast to rise by
8% per cent (around 212,400 persons) through the year to June quarter 2021.

The unemployment rate is expected to have peaked (in quarterly terms) at 7.7 per cent in
September quarter 2020 and is forecast to decline to 6% per cent in June quarter 2021. The
unemployment rate is expected to continue to improve steadily over the forecast period to be
5 per cent by June quarter 2025.

Table 2.1 Queensland economic forecasts/projections?

Actuals Forecasts Projections

2019-20 2020-21  2021-22  2022-23  2023-24  2024-25
Gross state product? -0.7 3Y, 2% 2%, 2% 2%
Nominal gross state product -15 2Y 6% 5Y4 5 4%,
Employment®# 0.6 2Y, 3 1% 1%, 1%
Unemployment rate®6 7.6 6Y4 5% 5% 5Ys 5
Inflation® 1.2 2 1% 1% 2 2%,
Wage Price Index® 1.9 1% 2V 2Y, 2Y> 2%
Population® 1.7 1 1 1% 1% 1%

Notes:

1. Unless otherwise stated, all figures are annual percentage changes.

2. Chain volume measure (CVM), 2018-19 reference year.

3. Annual percentage change, year-average.

4.  The comparable through the year employment growth rates to the June quarter (seasonally adjusted)

are -4.5 per cent, 8% per cent, 1% per cent, 1% per cent, 1% per cent and 1% per cent, from June quarter

2020 to June quarter 2025 respectively.

Per cent, June quarter average, seasonally adjusted.

6. The comparable year-average unemployment rates are 6.4 per cent, 7 per cent, 5% per cent, 5%z per cent,
5%, per cent and 5 per cent, from 2019-20 to 202425, respectively.

Sources: ABS National, State and Territory Population, Labour Force, Wage Price Index, Consumer Price Index
and Queensland Treasury.

o
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24.1 Household consumption

Household consumption fell by 10.2 per cent over the first half of 2020, before recovering more
strongly than expected in the latter half of the year.

As COVID-19 restrictions were progressively unwound, a swift recovery in labour income,
underpinned by significant government income support measures, saw Queensland’s consumer
spending increase by 14.5 per cent across the September and December quarters, to end the
year 3.6 per cent above the pre-pandemic level (Chart 2.2).

Greater Brisbane’s brief COVID-19 lockdowns in early-2021, as part of the emergency health
response to locally acquired cases, had only marginal impacts on Queensland household
spending levels. Consumption fell by 0.3 per cent in the first quarter of 2021, but it remained
3.3 per cent above the pre-COVID-19 level of March quarter 2020.

Consumer spending patterns have continued to adjust over the past few quarters and the
composition of consumption expenditure is expected to normalise in the remainder of 2021 as
uncertainty related to health and economic outcomes diminish. Expenditure in some categories,
such as household goods, will continue to benefit from the substitution of expenditure away from
overseas travel.

On balance, and reflecting the better than expected rebound in the second half of 2020 from the
substantially reduced spending levels in June quarter 2020, in year-average terms household
consumption is now forecast to grow by 5% per cent in 2020-21.

Looking further ahead, with the Australian Government’s withdrawal of national income support
programs and the rollout of COVID-19 vaccination programs taking effect, growth in household
consumption is forecast to return to its pre-COVID-19 trajectory from 2021-22 onwards. The
substantial strengthening in the dwelling construction sector and sustained growth in labour
income are expected to support consumer spending growth of 3 per cent in 2021-22 before
growth eases slightly to 2% per cent in 2022-23.
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Chart 2.2 Labour income! and household consumption?, Queensland
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24.2 Dwelling investment

Dwelling investment has rebounded strongly since the pandemic-induced low in

June quarter 2020. After rising by 13.7 per cent over the last 2 quarters of 2020, dwelling
investment in Queensland rose by a further 10.8 per cent in March quarter 2021, to be
18.4 per cent higher over the year.

The construction of new and used dwellings rose by 8.1 per cent in March quarter 2021, to be
14.6 per cent higher over the year. Renovation activity also continued to grow strongly, rising by
13.6 per cent in the March quarter, to be 22.5 per cent higher over the year, reaching its highest
level on record. The combination of record low interest rates, clear indications by the RBA that
rates will remain low for several years and generous government incentives continue to boost the
outlook for dwelling investment, particularly for detached houses.

Measures such as the Queensland Government’s reaffirmed commitment to the $15,000

First Home Owners Grant program, and the $5,000 Regional Home Building Boost Grant, along
with the Australian Government’s First Home Loan Deposit Scheme and HomeBuilder Grant,
have underpinned strong growth in residential construction and continue to support the outlook.

On 17 April 2021, the Australian Government extended the construction commencement
requirement for HomeBuilder applications from 6 to 18 months from the signing of the contract.
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Given the large amount of residential construction work now in the pipeline, this is expected to
see new dwelling construction activity in Queensland maintained at a high level into 2022-23.

Leading indicators for the housing market have surged beyond their pre-COVID-19 levels,
pointing to continued strength in dwelling investment in the coming quarters. The number of
dwelling approvals in Queensland has risen strongly over the year (Chart 2.3), with approvals for
detached houses and attached dwellings both higher. Encouragingly, the strength in approvals
has been distributed broadly across most of the state’s regions, supporting activity and jobs.

Loan commitments for both owner-occupiers and investors have also grown rapidly over the year,
rising well above their pre-pandemic levels. In early-2021, the value of commitments for
owner-occupiers reached their highest level since the inception of the series in July 2002. Further,
this surge has been distributed across both first-home and non-first-home buyers.

As a result, the outlook for dwelling investment has improved considerably since the
2020-21 Budget, with dwelling investment now forecast to grow strongly in 2020-21 and
2021-22, before moderating slightly in 2022-23.

Chart 2.3 Queensland dwelling approvals and loan commitments to households!
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2.4.3 Business investment

With the onset of the pandemic, business confidence fell sharply in March and April 2020 to levels
last seen during the early 1990s recession. Spending on non-dwelling construction and
machinery and equipment fell by 8.6 per cent in June quarter 2020.
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The subsequent success in controlling the spread of COVID-19 in Queensland and the easing of
many social distancing restrictions have resulted in a strong rebound in business confidence and
conditions, with firms now reporting the best business conditions for some years (Chart 2.4).

Consistent with the improvement in business conditions, the NAB Monthly Business Survey
points to a likely upward revision to capital spending nationally. Capacity utilisation has also
recovered to be above its long-run average. Together with a sustained period of low interest
rates, a tighter labour market and tax incentives for business, this should encourage
capacity-expanding investment in machinery and equipment.

Private engineering construction, which typically involves long-term projects, has held up well
during the pandemic. Over the year to December quarter 2020, the value of work commenced fell
only 2.5 per cent while the value of work yet to be done also fell only modestly. The global
economic recovery and improving commodity prices should support some recovery in this area.

Non-residential building investment faces stronger headwinds than machinery and equipment
investment and engineering construction. Forward indicators remain subdued with private
non-residential building approvals continuing to trend downward. Key challenges include the
impact of international border closures on hotels and low office occupancy rates.

Overall, business investment is expected to grow by 4 per cent in 2021-22 after 3 consecutive
years of decline. Investment in machinery and equipment is expected to recover at a stronger
pace than non-dwelling investment, which is expected to be constrained by some ongoing
weakness in non-residential building investment.

Chart 2.4 Business Conditions?, Queensland
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244 Public final demand

Public final demand has grown strongly in recent years, averaging 5.2 per cent growth over the
5 years to 2019-20, supported by a range of initiatives, including the National Disability Insurance
Scheme, the NBN, substantial investment in roads and the Cross River Rail project.

State and local general government investment has made a significant contribution to the
domestic economy since the start of the pandemic, rising 15.3 per cent over the year to

March quarter 2021. This compares to a small decline in national general government investment
in Queensland over the same period.

Growth in public final demand is expected to remain solid in 2020-21, driven by the ramp up in
the construction of the Cross River Rail project and the continuation of spending measures
implemented to combat COVID-19 and support the Queensland economy.

The Budget continues the government’s commitment, in line with the Economic Recovery Plan, to
provide the ongoing support, stimulus and reform needed to drive sustainable economic growth
across the state. The government’s response to COVID-19 includes $14.2 billion of initiatives,
including investments in productivity-enhancing economic and social infrastructure to support the
recovery and drive growth. This will continue to support an environment in which private
investment can flourish and create new jobs into the future.

2.4.5 Overseas exports and imports

Queensland’s overseas exports of goods and services are expected to decline by 15% per cent in
2020-21, driven by a decline in coal exports. Exports are forecast to recover by 5% per cent in
2021-22 and 10%4 per cent in 2022-23.

Coal

In the first 10 months of 2020-21, Queensland’s coal exports were 17.9 million tonnes (Mt)
(or 9.8 per cent) lower than in the same period of 2019-20, with thermal coal exports down by
25.1 per cent and hard coking coal exports down by 5.2 per cent. Overall, Queensland’s coal
exports are expected to decline 8% per cent in 2020-21, reflecting the contraction in global
demand.

China’s import ban on Australian coal has also affected Queensland’s coal exports. From
October 2020 to April 2021, China imported only 2.5Mt of hard coking coal and 330,000 tonnes of
thermal coal from Queensland. In comparison, in the corresponding period in 2019-20, China
imported 20Mt of hard coking coal and 8.6Mt of thermal coal.

Increases in Queensland’s hard coking coal exports to India (up 6.8Mt), Japan (up 2.4Mt) and
South Korea (up 1.8Mt) have been able to partially offset the loss of hard coking coal exports to
China, while thermal coal exports to India (up 2.2Mt) have also increased over the same period.

The import ban has also reduced the spot price for premium Australian hard coking coal, which
has averaged US$117 per tonne (/t) between mid-October 2020 and early-June 2021, compared
with US$140/t during late September 2020.
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In comparison, the price for hard coking coal delivered to China averaged US$192/t over the
period from mid-October 2020 to early-June 2021, indicating Chinese buyers have had to pay a
significant premium to source non-Australian coal over this period. Indonesian thermal coal prices
have also traded at a premium relative to Australian thermal coal over this period, although to a
lesser extent than for hard coking coal.

A recovery in demand for Australian coal from non-Chinese buyers in late-May/early-June 2021
saw the spot price for hard coking coal increase from US$114/t to US$168/t and the spot price for
thermal coal increase from US$56.35/t to US$73.35/t. Despite the recovery in Australian spot
prices, Chinese importers were still paying a significant premium to source non-Australian coal.

Looking forward, Queensland’s coal exports are forecast to recover by 1% per cent in 2021-22,
driven by the continued recovery in global economic activity from the COVID-19 pandemic. Some
pick up in coal exports to China is expected from 2022, but with some ongoing impacts on
Queensland’s coal export volumes to China continuing to persist for a number of years.

The timing and extent of the unwinding of China’s coal import ban is still uncertain and remains a
key risk to the outlook. Importantly, despite the recovery forecast in 2021-22, Queensland’s coal
exports are expected to remain below 2019-20 levels. From 2021-22 to 2024-25, Queensland’s
coal exports are expected to grow by around 4% per cent per annum.

LNG

The volume of Queensland’s LNG exports is estimated to grow by 4v4 per cent in 2020-21, as the
supply of LNG from Australia has increased to meet demand driven by a cold snap in the
Northern Hemisphere and to offset shortfalls arising at global LNG facilities.

The COVID-19 pandemic only modestly affected export volumes, with all 3 of Queensland’s LNG
plants opting to bring forward significant maintenance during the low-price period. However, the
pandemic had a significant impact on the price of Queensland’s LNG exports in 2019-20, which
in turn drastically reduced the value of Queensland’s LNG exports.

The majority of Queensland’s LNG exports are sold under long-term contracts linked to global oil
prices (with several months lag). The sharp fall in global oil prices from March 2020 saw
Queensland’s LNG export prices fall sharply in the second half of 2020. As a result, the value of
Queensland’'s LNG exports is expected to fall by 38% per cent in 2020-21, to $9.6 billion.

Production cuts by global oil producers have seen oil prices recover to above US$70/barrel,
which should see the price (and value) of the state’s LNG exports rebound throughout 2021. With
global demand for energy still subdued, LNG export volumes are expected to fall slightly in
2021-22, before plateauing over the remainder of the forecast period.

Metals

In the absence of significant new projects, the outlook for Queensland metals export volumes is
relatively stable over the forecast period, with the ramp up in new or expanded production
completed during 2019-20. As expected, the impact of COVID-19 on domestic metals production
was limited, while key metal prices have recovered to be above pre-pandemic levels.
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Agriculture

The volume of agriculture exports is estimated to have fallen by 6.6 per cent in 2019-20, driven
by dry conditions across most of the state. Despite improved growing conditions, agriculture
exports are forecast to fall further in 2020-21, as a decline in beef exports more than offsets
increased crop exports.

Agriculture exports are expected to return to growth in 2021-22, supported by higher cotton and
crop production. However, beef production and exports are not expected to return to growth until
2022-23, further supporting agriculture exports over the medium term.

Cattle slaughter rates in Queensland have declined sharply in 202021, with increased rainfall
over the summer (due to the brief La Nifia) encouraging herd rebuilding. Increased demand for
restocking has supported higher saleyard prices, which reached record levels in 2020-21.

These conditions, along with a small breeding cow inventory in early 2019-20, mean that herd
expansion in Queensland is likely to be slow, constraining growth in beef production until
2021-22. Looking further out, a return towards normal seasonal conditions and a recovery in the
size of the cattle herd are expected to see beef exports gradually return to growth.

The harvest outcome for the 2020 season suggests sugar export volumes are expected to decline
in 2020-21. However, sugar exports are expected to return to growth in 2021-22, reflecting a
higher area harvested and an elevated sugar content in crushed sugar. Given Queensland’s
sugar industry is well developed, with limited opportunity for increasing land allocation in the
near-term, growth is expected to remain moderate to the end of the forecast period.

Cotton production and exports fell sharply in 2019-20 due to poor seasonal conditions and
impacts from the COVID-19 pandemic on cotton demand and prices. However, cotton production
is expected to rebound significantly in 2020-21, as improved rainfall, water storage and higher
cotton prices have encouraged farmers to increase the area planted to cotton, resulting in higher
cotton exports in 2021-22.

Reflecting improved seasonal conditions, other crop exports are expected to significantly increase
in 2021-22, driven by increases in the production of most crops, including grain sorghum, wheat
and chickpeas.

Agriculture and food manufacturing play a key role in regional economies. As outlined in the
Economic Strategy Chapter 1.4, Leveraging our Natural and Competitive Advantages, a range of
government policies and initiatives are designed to help the sector add value to the economy, the
community and the environment by promoting the productivity, profitability, sustainability, and
resilience of these industries, as well as safeguarding the natural environment.

Services exports

The closure of international borders since March 2020 reduced the inflow of international tourists
and students to negligible levels. While the impact on international tourism was immediate, the
impact on education exports has occurred during the early-2021 intake period, as most
international students had arrived ahead of the March 2020 border closures.
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Consistent with the 2021-22 Federal Budget assumptions, international tourism and education
exports are not expected to recover to normal levels until a general reopening of international
borders, most likely in the second half of calendar year 2022.

Imports

The significant rebound in economic activity following the easing of COVID-19 restrictions is
expected to flow through to higher goods imports in the second half of 2020-21 and beyond. In
year-average terms, Queensland’s goods imports (overseas and interstate) are still forecast to fall
by 5Y% per cent in 2020-21, before rising by 82 per cent in 2021-22 as the domestic economy
recovers and demand for imports increases.

2.4.6 Labour market

Queensland’s labour market has recovered rapidly from the COVID-19 downturn in

June quarter 2020. Between March and May 2020, employment fell by 198,300 persons (or
7.7 per cent), the largest decline in the history of the series. The participation rate fell from
65.5 per cent in March to 61.7 per cent in May 2020, the state’s lowest rate since the 1980s.

These declines likely would have been more significant if not for the substantial government
support at both a national and state level, including the JobKeeper wage subsidy program, which
ensured that many Queenslanders who were working zero hours remained notionally employed.

The number of people who were employed but worked zero hours for economic reasons in
Queensland rose from 12,000 in March 2020 to 126,800 in April 2020 and did not return to
pre-COVID-19 levels until late 2020. Reflecting this, the number of hours worked in Queensland
fell by 9.1 per cent between March and April, with the unemployment rate rising from 5.8 per cent
in March 2020 to a peak of 8.7 per cent in July 2020.

However, since May 2020, Queensland’s labour market has recovered much faster and further
than initially anticipated, in line with the stronger than expected recovery in domestic activity.

Employment in Queensland increased by 253,200 persons between May 2020 and April 2021,
exceeding its pre-pandemic level.

Partially reflecting this strong employment growth, the participation rate rebounded strongly and
has remained above its pre-pandemic level since September 2020. While the rebound in the
participation rate from 64.1 per cent to 66.4 per cent has tempered the recovery in the
unemployment rate, it has still fallen substantially, from a peak of 8.7 per cent in July to

6.1 per cent in April 2021.

Employment fell by 7,400 persons in April 2021, suggesting that the end of the JobKeeper
program contributed to the disruption in Queensland’s post-pandemic employment growth,
particularly in sectors and regions exposed to international travel and tourism.

Supported by robust household consumption growth and the current surge in housing
construction, employment is expected to grow by 2% per cent in 2020-21 and strengthen further
to 3 per cent in 2021-22.
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From 2022-23, employment growth is expected to moderate to 1%, per cent per annum, in line
with growth in economic activity returning to around pre-pandemic rates and slightly above
population growth.

The unemployment rate is expected to average 6Y4 per cent in June quarter 2021. Supported by
strong employment growth, the unemployment rate is forecast to fall further to 5% per cent in
June quarter 2022, before improving further to 5 per cent by June quarter 2025 (Chart 2.5).

Chart 2.5 Employment! and unemployment rate? outlook?, Queensland
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Box 2.2 Participation and unemployment rate
trends

The decision to seek work and therefore participate in the labour force is strongly influenced by
the likelihood of finding employment. Reflecting the “encouraged worker effect”, robust
employment growth can lead to a higher participation rate, as prevailing labour market
conditions make potential workers more confident of securing work.

A key driver of high labour force growth is population growth, including net interstate and
overseas migration. Historically, periods of strong employment growth have coincided with high
migration, as interstate and overseas residents relocate to Queensland to pursue better
employment opportunities.

As a result, periods of strong jobs growth in Queensland do not always translate directly into a
falling unemployment rate. Instead, employment growth encourages rising participation,
including via migration, with many new labour force participants not finding work immediately.
Additionally, many new participants may be entering the labour market for the first time or may
be re-entering the labour force after a long time.

The strong recovery in Queensland’s labour market from the COVID-19 shutdowns in April
2020 has highlighted aspects of the encouraged worker effect. Between May 2020 and April
2021, employment in Queensland increased by 253,200 persons. At the same time, the
participation rate increased by 4.7 percentage points, reflecting growth in the labour force by
222,100 persons.

As a result, because the participation rate is now almost 1 percentage point higher than its
pre-crisis level, the unemployment rate of 6.1 per cent in April 2021 remains slightly above its
level of 5.8 per cent before COVID-19.

Chart 2.6 highlights the extent to which labour force growth in Queensland has moved in line
with employment growth over time, thereby tempering changes in the unemployment rate.

57



Budget Strategy and Outlook 2021-22

Chart 2.6 Growth in Employment and the Labour Force, Queensland?
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These trends highlight that the unemployment rate is an imperfect measure of labour market
performance, and should be considered alongside other metrics, including employment growth
and the participation rate.

The performance of Australian jurisdictions in relation to these labour market indicators has
varied considerably over time, reflecting a range of structural and demographic factors. Despite
often strong employment growth, Queensland has generally tended to have an unemployment
rate higher than the national average over many decades.

Since the start of the ABS monthly Labour Force series in February 1978, Queensland’s
seasonally adjusted monthly unemployment rate has been above the national rate for
75 per cent of all months, by an average of 0.5 percentage point.

At the same time, Queensland has recorded a higher monthly participation rate in 71 per cent
of the months since February 1978, with the state’s participation rate, on average, being
0.7 percentage point higher than the national rate.

Queensland’s generally higher unemployment rate over time reflects a range of factors,
including differences in labour force growth and participation (including higher youth
participation), as well as differences in industry structure, demographic characteristics, and
Queensland’s more geographically dispersed population compared with other jurisdictions.
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Regional labour markets

Queensland’s major tourism regions of the Gold Coast, Sunshine Coast and Cairns initially
endured the most significant impacts of COVID-19. Between mid-March and mid-April 2020, the
number of employee jobs fell by more than 10 per cent in all 3 regions, the largest falls of the
regions in Queensland.

As restrictions were eased in the second half of 2020 and domestic travel resumed, labour market
conditions in these regions recovered. However, international border closures have meant that
overall tourism activity remains below its pre-pandemic level.

Other regional economies more reliant on mining and agriculture have not been impacted as
heavily by COVID-19. Agricultural production has not been significantly affected and, while prices
declined in the initial stages of the pandemic, they had generally recovered to be above
pre-COVID-19 levels by late-2020. Similarly, metals mining production was largely unaffected by
the pandemic, with most large producers reporting that their production levels were not
substantially impacted.

The coal mining regions of Central Queensland and Mackay—Isaac—Whitsunday have been
affected by the lower coal prices throughout the second half of 2020, with Queensland Mines
Inspectorate data showing the number of workers at Queensland coal mines fell by 6.1 per cent
over the year to December quarter 2020.
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Box 2.3 Queensland’s economic recovery —a
strong performance

Queensland’s economic recovery from the COVID-19 induced downturn in 2020 reflects the
state’s success in controlling the spread of the virus and is highlighted in a range of key
economic indicators.

Following a 7 per cent rebound in September quarter 2020, domestic activity continued to
recover in the December and March quatrters, to be 3 per cent above the pre-COVID-19 level of
March quarter 2020. This was almost double the 1.7 per cent growth in the rest of Australia’s
domestic economy over the year to March quarter 2021.

Of the states, only Western Australia recorded higher growth over the year (up by 3.8 per cent),
while growth in New South Wales was only 1.9 per cent, and domestic activity in the Victorian
economy remained 0.3 per cent below its pre-COVID-19 level.

Other key indicators of economic activity are also showing Queensland out-performing the rest
of the nation:

o real retail turnover rose by 6.2 per cent over the year to March quarter 2021, stronger than
the rest of Australia (up 4.3 per cent)

e the number of dwellings approved in Queensland in the first 4 months of 2021 was
58.4 per cent higher over the year, compared with growth of only 29.2 per cent in the
rest of Australia

o total dwelling starts were up 29.3 per cent in Queensland over the year to
December quarter 2020, compared with growth of 17.4 per cent in the rest of Australia

e the value of dwelling finance commitments to households (excluding refinancing) was up
118 per cent over the year to April 2021, compared with growth of 59.9 per cent in the
rest of Australia

e netinterstate migration to Queensland totalled more than 30,000 over 2020, with
Western Australia the next highest state with a net increase of 1,385 residents. The
2021-22 Federal Budget has forecast just under a cumulative 85,000 additional net
interstate migrants to Queensland by June 2025.

The state’s success in controlling the virus, combined with the significant government stimulus,
including the Queensland Government’'s Economic Recovery Plan, has underpinned consumer
and business confidence. In turn, this has driven a strong recovery in household consumption
and private investment.

Reflecting the improved domestic conditions, Queensland GSP is forecast to rebound by
3Ya per cent in 202021, with robust ongoing growth of 2% per cent forecast for 2021-22 and in
each subsequent year across the forward estimates.

In comparison, the national economy is forecast by Australian Treasury to grow 1¥4 per cent in
2020-21, 4v4 per cent in 2021-22 and 2% per cent in 2022—23. Importantly, Queensland’s
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faster recovery means that aggregate growth across the 3 forecast years will be stronger in
Queensland (around 9 per cent) than for the nation as a whole (8% per cent).

If the last 2 ‘projection’ years of the forward estimates period are included, aggregate growth in
Queensland of around 15 per cent over the five years further outpaces national growth of
around 13% per cent (Chart 2.7).

Chart 2.7 GDP/GSP outlook! — Queensland’s comparative growth
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The strong recovery in the domestic economy has seen Queensland already recover all of the
jobs lost during the COVID-19 crisis period. Employment in Queensland has rebounded to be
54,900 persons higher in April 2021 than its pre-pandemic level in March 2020.

Importantly, Queensland has recorded the strongest employment growth of any jurisdiction
since March 2020.

In comparison, New South Wales’ employment in April was 33,400 persons below its
pre-pandemic level, while Victoria was only 6,500 persons above its March 2020 level
(Chart 2.8).
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Chart 2.8 Growth in Employment?! since March 2020 (i.e. pre-COVID-19)
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2.4.7 Prices and wages

The rebound in Brisbane’s consumer price index (CPI) has been stronger than initially expected
following the historic 2.2 per cent decline in the CPI in June quarter 2020. The CPI increase
reflected a stronger-than-expected rebound in global oil prices which has flowed through to higher
automotive fuel prices. CPI growth in 2020-21 is now expected to be 2 per cent, markedly higher
than the 2020—-21 Budget forecast of 1% per cent.

Beyond 2020-21, continued price growth in the housing market in 2021-22 is expected to offset
the Australian Government'’s discontinuation of the 12.5 per cent annual increase in the tobacco
excise.

Spare capacity in the Queensland labour market is likely to result in little upward pressure on
wages and prices in the near-term. As a result of these trends, CPI growth is expected to remain
modest over the medium-term, before returning to within the RBA'’s target band as the labour
market continues to tighten and the unemployment rate falls towards 5 per cent.
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2.4.8 Population

Queensland’s population growth in 2019-20 was negatively impacted by the COVID-19
pandemic. International travel restrictions implemented in late-March 2020 curtailed

net overseas migration in the June and September quarters of 2020. Further impacts on net
overseas migration are expected over the remainder of 2020-21, including in

March quarter 2021, due to an expected large decline in international student arrivals.

The relaxation of interstate border restrictions in the second half of 2020 has meant interstate
migration has been only minimally impacted by the pandemic, and strengthening domestic activity
is expected to see interstate migration returning to more normal levels over time.

Over the past several decades, consistent positive net interstate migration has underpinned
Queensland’s population growth, out-stripping the national average. In addition to the State’s
enviable lifestyle, Queensland’s climate, competitive taxation rates and relative housing
affordability have been key drivers in attracting interstate migrants.

These fundamental drivers remain in place, with the latest (May 2021) CoreLogic data showing
the Brisbane median dwelling price of $574,572 was around 41 per cent below that in Sydney
($970,355) and around 22 per cent below Melbourne ($740,562).

Natural population increase is not expected to be materially impacted by the pandemic, with only
minor changes to birth and death rates.

On balance, Queensland’s population growth is forecast to slow to one per cent in both 2020-21
and 2021-22, before gradually strengthening to 1¥4 per cent in 2022—-23 and 1% per cent in both
2023-24 and 2024-25, in line with the expected easing of restrictions on international travel.
Reflecting the anticipated normalisation of interstate migration levels, Queensland’s population
growth is expected to be slightly stronger than that nationally over the forecast period.

2.5 Risks to the outlook

The key risks to the economic outlook remain centred around the global pandemic. In addition to
the risk of new outbreaks, there is considerable uncertainty about the pace of the vaccine rollout
and the ultimate process for reopening of international borders.

As the domestic economy recovers, it is expected that governments will continue to wind back the
substantial economic stimulus introduced in response to the crisis. So far, the pace of withdrawal
does not appear to have adversely impacted the recovery, with many major fiscal policy
measures introduced during 2020 having already been wound back or ceased, but domestic
activity has continued to rebound strongly. Therefore, risks related to the potential withdrawal of
stimulus measures have arguably reduced since the time of the previous Budget.

However, a high level of monetary policy stimulus remains in place and the timing of any return to
more normal monetary policy conditions remains an ongoing challenge for the RBA, given the
likelihood that any premature tightening of monetary policy may materially impact sentiment and
activity.
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At the international level, while the recovery in activity now appears to have considerable
momentum, the global economy remains exposed to potential new variants of COVID-19 and
further waves of infection, as well as the ongoing uncertainty around the timing and effectiveness
of vaccine rollouts in some major economies.

In addition to these various risks related to the pandemic, trade tensions between China and
Australia remain an ongoing source of risk and uncertainty related to the outlook for some key
Queensland exports.
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Table 2.2 Queensland economic forecasts?, by component

Actuals Forecasts
2019-20 2020-21 2021-22 2022-23

Economic output?
Household consumption -1.1 5Ya4 3 2%
Dwelling investment -7.1 12% 9% -2Y%

New and used -13.9 11 20% 1

Alterations and additions 2.6 14 -2Y% -7%
Business investment -6.6 -6 4 72

Non-dwelling construction -85 -4 3 72

Machinery and equipment -4.1 -TYa 5Y4 TYa
Private final demand -2.2 4Y 3V 2%
Public final demand 6.5 4Y 3% 3
Gross state expenditure -0.3 4%, 3% 2%
Overseas goods and services exports -4.5 -15% 5% 10%
Overseas and interstate goods imports 0.6 -5% 8Y2 4y
Gross state product -0.7 3Ya 2% 2%
Nominal gross state product -15 2Y, 6% 5Y4
Employment®4 0.6 2Y, 3 1%
Unemployment rate®® 7.6 6% 5% 5%
Inflation® 1.2 2 1% 1%
Wage Price Index® 1.9 1% 2Y 2Y,
Population® 1.7 1 1 1Y

Notes:

1. Unless otherwise stated, all figures are annual percentage changes.

2. CVM, 2018-19 reference year, except nominal GSP.

3. Annual percentage change, year-average.

4. The comparable through-the-year employment growth rates to the June quarter (seasonally adjusted)

are -4.5 per cent, 8% per cent, 1% per cent and 1% per cent, from June quarter 2020 to June quarter 2023

respectively.

Per cent, June quarter average, seasonally adjusted.

6. The comparable year-average unemployment rates are 6.4 per cent, 7 per cent, 5% per cent and 5% per
cent, from 2019-20 to 2022-23, respectively.

Sources: ABS National, State and Territory Population, Labour Force, Wage Price Index, Consumer Price Index
and Queensland Treasury.

o
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3

Fiscal strategy and outlook

Features

The Queensland Government continues to prioritise the ongoing recovery from COVID-19
through targeted expenditure and capital measures. This includes continued frontline
health support as well as initiatives to improve Queensland’s productive capacity and
competitiveness in support of jobs and ongoing growth.

A new Charter of Fiscal Responsibility supports the Government’s strategy to drive
recovery, address fiscal repair and restore the state’s fiscal buffers. A renewal of Fiscal
Principles supports the government’s post-COVID-19 fiscal repair strategy, including a
return to operating surpluses and stabilising net debt.

The immediate impact of COVID-19 on Queensland’s fiscal position has been significant,
with revenues reduced and expenses increased through the broad range of support and
stimulus measures implemented by the government.

In line with improving economic conditions, revenue rebounded strongly in the second half
of 2020-21, and is expected to be stronger across the forward estimates.

The recovery in revenues is allowing the government to balance additional funding for
priority service needs, including the evolving COVID-19 response, with improved operating
balances and significantly lower net debt and borrowings relative to the 2020-21
Queensland Budget.

A General Government operating deficit of $3.803 billion is forecast in 2020-21, an
improvement compared to the $8.633 billion deficit forecast in the previous Budget.

Improvements in the operating balance are forecast to continue across the forward
estimates, with a return to surplus forecast in 2024—25. Achieving ongoing operating
surpluses in the medium term, combined with net operating cashflows from operating
activities primarily funding the General Government sector capital program, will allow the
government to stabilise debt levels and reduce debt as a proportion of revenue over time.

As part of the 2020—-21 Budget, the government introduced key measures to manage the
fiscal impact of COVID-19, including the Savings and Debt Plan and the establishment of
the Queensland Future Fund (QFF) — Debt Retirement Fund (DRF) to be funded with
contributions totalling $7.7 billion by 30 June 2021.

General Government net debt in 2020-21 is expected to be $9.69 billion lower than
forecast in the 2020-21 Budget. This is driven by a combination of higher revenue,
targeted expenses and a material increase in the anticipated value of investments
contributed to seed the DRF. The balance of the DRF is estimated to improve the rating
agencies’ assessment of the state debt to revenue ratio by around 11 percentage points to
13 percentage points when assessing Queensland’s debt burden and credit rating.

Historically low interest rates mean the cost of borrowing remains low, with Queensland’s
interest expense forecast to be 2.6 per cent of revenue in 2021-22, well below the peak of
4.7 per cent in 2013-14.
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e Queensland, like other Australian jurisdictions, is prioritising support for economic recovery
over accelerating fiscal repair. However, the fiscal position is expected to also recover from
the impacts of COVID-19, with revenue growing more strongly than expenses.
Significantly, net cash flows from operating activities are expected to primarily fund the
general government sector capital program from 2024-25.

3.1 Update on fiscal recovery

The 2021-22 Queensland Budget maintains the government’s focus on supporting jobs and
continuing the economic recovery. The government’s targeted expenditure, capital prioritisation
and initiatives such as the $3.34 billion Queensland Jobs Fund position the economy for ongoing
growth and support the rebuilding of fiscal capacity.

Since the 2020-21 Budget, the economy has recovered sooner and stronger than forecast,
translating to higher-than-expected increases in key revenue streams. The improvements in
revenues, along with expenditure restraint and the continued implementation of the government’s
Savings and Debt Plan, has ensured that operating deficits are lower than were estimated at the
2020-21 Budget, and a return to an operating surplus is forecast in 2024-25.

Australian governments at all levels increased borrowings to combat the COVID-19 crisis.
Queensland was no exception, but the government’s borrowings have increased by less than
estimated in the 2020-21 Budget. Lower borrowings will enable to state to stabilise debt sooner
and restore its capacity to invest in infrastructure and respond to external shocks. Unlike other
states, Queensland has maintained its credit rating through the crisis, which has kept debt
servicing costs manageable.

The government has developed a new Charter of Fiscal Responsibility (Charter) to inform the
2021-22 Budget strategy. The Charter includes new Fiscal Principles to support the delivery of
net operating surpluses and the stabilisation of net debt.

3.1.1 Fiscal Principles

Fiscal Principle 1 — Stabilise the General Government Sector net debt to revenue ratio at
sustainable levels in the medium term, and target reductions in the net debt to revenue
ratio in the long term.

The new Fiscal Principles provide objective measures supporting the government’s medium-term
strategy for fiscal recovery. A renewal of Fiscal Principles was needed for this Budget to ensure
they are fit for purpose and provide a balanced and sensible path to restore Queensland’s fiscal
buffers as the economic recovery continues. The new Fiscal Principles retain the targeting of full
funding of long-term liabilities and maintaining tax competitiveness. In the medium term, net debt
will be stabilised and operating surpluses restored by managing growth in general government
expenditure to be below average revenue growth.
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A key component of the fiscal strategy is to stabilise debt at a sustainable level in the medium
term. Queensland’s strong public health response and decision to prioritise health and economic
recovery during the crisis increased borrowings.

As revenues recover and expenditure growth is managed, the net debt to revenue ratio is forecast
to moderate towards the end of the forward estimates, increasing from 57 per cent to
60.5 per cent between 2023—-24 and 2024-25.

Continued prudent budget management will reduce the net debt to revenue ratio in the longer
term, restoring Queensland’s fiscal capacity to help manage future crises.

Chart 3.1 Ratio of General Government net debt/revenue
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Net operating deficits over the forward estimates are lower than were forecast in the

2020-21 Budget. As a result, the increase in net debt has also been less than anticipated. Net
debt is now expected to moderate at a lower level than previously forecast, additionally offset by
an increase in the value of assets being contributed to the Queensland Future Fund (QFF) — Debt
Retirement Fund (DRF). Queensland’s financial assets are detailed further in Chapter 6.

68



Budget Strategy and Outlook 2021-22

Box 3.1 Queensland Future Fund — Debt Retirement
Fund

The Queensland Future Fund Act 2020 provides the legislative framework for establishing
Queensland Future Funds, including the first such fund, the Debt Retirement Fund (DRF).

The DREF is created with the sole purpose of debt reduction and will hold state investments for
future growth to be used to offset state debt to support Queensland’s credit rating. Moody’s has
indicated that the QFF will play a material role in the state's management of its debt.

Assets contributed or being contributed to the DRF in 2020—21 include:

e $6 billion in seed funding from the transfer of the Queensland Titles Registry operations

e $1.5 billion from the surplus assets held to support the Defined Benefit Scheme
(DB scheme surplus)

e  $206 million in securities held by the State.

Based on the contribution of these investments, the estimated balance of the Debt Retirement
Fund as at 30 June 2021 is $7.7 billion.

This balance is greater than the $5.67 billion estimated when first announced in the COVID-19
Fiscal and Economic Review, driven primarily by an uplift in the value of Queensland Titles
Registry and an increase in the contribution from the DB Scheme surplus. The DB Scheme
remains in a strong surplus position. It remains the only fully funded superannuation liability
across Australian state governments.

Separate to the contribution to the DRF, the government is retaining approximately $1.8 billion
from the transfer of the Titles Registry to support a number of long-term government priorities,
including the establishment of the $1 billion Housing Investment Fund, the $300 million Path to
Treaty Fund and a $500 million Carbon Reduction Investment Fund. The returns will be used to
support these priorities, with the original funding remaining invested to deliver sustainable and
ongoing returns.

Development rights associated with the Cross River Rail (CRR) development lots within the
CRR Precincts, the land surrounding the 4 new underground train stations, have also been
identified for transfer to the Debt Retirement Fund when construction of the rail tunnel and
stations is completed.

Queensland’s net debt to revenue ratio of 39 per cent in 2021-22 compares favourably with that
of its peers. The net debt to revenue ratio in 2021-22 is 75 per cent for New South Wales
(2020-21 Half-Yearly Review) and 137 per cent for Victoria (2021-22 Budget).

The balance of the DRF is estimated to improve the rating agencies’ assessment of the state debt
to revenue ratio by around 11 percentage points to 13 percentage points when assessing
Queensland’s debt burden and credit rating.
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Fiscal Principle 2 — Ensure that average annual growth in General Government Sector
expenditure in the medium term is below the average annual growth in General
Government Sector revenue to deliver fiscally sustainable net operating surpluses.

The new Fiscal Principle 2 is designed to provide a broad measure of expenditure growth
management. It replaces the previous Fiscal Principle 6, which aimed to ensure growth in
employee expenses was sustainable through measuring full-time equivalent employee (FTE)
growth.

While employee expenses are a large component of overall expenses growth, the monitoring of
FTE growth as the sole expenditure-related principle was considered too narrow to guide fiscal
recovery from the impact of COVID-19. Frontline services have been pivotal to ensuring the state
was protected from COVID-19 and, therefore, critical to ensuring the state’s economic recovery. A
narrow focus on FTEs could also create perverse incentives for agencies to outsource services at
higher cost to the state. A broader principle related to overall expenditure growth ensures all
components of expenditure are considered by the fiscal principles. FTE management remains an
important part of expenditure management and will continue to be reported in detail in Chapter 5.

Maintaining a lower rate of expenditure growth than revenue growth will deliver an operating
surplus by 2024-25 and assist debt stabilisation. Over the forward estimates, revenues are
forecast to grow by an average of 3.9 per cent per annum, relative to average expenditure growth
of 2.3 per cent with an operating surplus forecast to be achieved in 2024-25 (Chart 3.2).

Chart 3.2 Comparison of revenue and expenditure
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Fiscal Principle 3 — Target continual improvements in net operating surpluses to ensure
that, in the medium term, net cash flows from investments in non-financial assets (capital)
will be funded primarily from net cash inflows from operating activities. The capital
program will focus on supporting a productive economy, jobs, and ensuring a pipeline of
infrastructure that responds to population growth.

Maintaining a capital program that will support jobs and enhance the productive capacity of the
economy remains a government priority. The government’s $50 billion Infrastructure Guarantee
has ensured the maintenance of a substantial capital program through the COVID-19 crisis and a
capital program of $52.216 billion is planned over the 4 years to 2024-25, taking the total
infrastructure investment from 2015-16 to 202425 to over $110 billion.

A commitment to a large capital program at the same time as stabilising net debt will require the
capital program to be primarily funded through operating cash surpluses rather than borrowings.
From 2021-22, new capital investment is expected to be increasingly funded from net cash
inflows from operating activities. By 2024—25, 55 per cent of the investment in non-financial
assets is expected to be funded from operating cash.

This positions Queensland well for continued improvement beyond the forward estimates period,
towards the medium-term goal of funding capital primarily through operating cash surpluses.

This is also a substantial improvement compared to the 2020-21 Budget.
Chart 3.3  Share of General Government investments in non-financial assets funded
from operating cash surpluses

m Net cash flows from investment in non-financial assets

m Share funded by net cash inflows from operating activities
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Fiscal Principle 4 — Maintain competitive taxation by ensuring that, on a per capita basis,
Queensland has lower taxation than the average of other states.

The fiscal principles will ensure that Queenslanders continue to pay less tax than Australians in
other states and territories. Compared to the previous Charter, this principle has been adjusted to
directly measure Queensland’s competitiveness relative to other jurisdictions, rather than as a
fixed proportion of GSP. This will provide a more meaningful indication of the comparative impact
of Queensland’s tax regime and policies.

Based on the latest available outcomes, Queensland’s taxation per capita was $771 less than the
average of other jurisdictions in 2019-20. On average, Queenslanders paid $1,078 less tax than
New South Wales residents and $761 less than Victorian residents.

Using the latest forecasts, Queensland’s taxation per capita of $3,328 in 2021-22 compares
favourably to an average of $3,814 per capita across the other jurisdictions.

Chart 3.4 demonstrates that Queensland is expected to maintain a highly competitive taxation
environment.

Chart 3.4 Taxation per capita, Queensland and other jurisdictions
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Sources: 2021-22 budgets for Queensland, Victoria and NT. 2020-21 mid-year updates for NSW and WA, April
2021 pre-election update for Tasmania. 2020—-21 budgets for SA and ACT. Population data from 2021-22 Federal
Budget.

Fiscal Principle 5 — Target the full funding of long-term liabilities such as superannuation
and workers’ compensation in accordance with actuarial advice.

The full funding of superannuation and other long-term liabilities is a long-standing Queensland
Government priority and a key element of Queensland’s financial management. A commitment to
this principle will continue through the economic and fiscal recovery from the COVID-19 crisis,
and it will remain part of the long-term fiscal strategy.
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3.2 Key fiscal aggregates

The key fiscal aggregates for the 2021-22 Budget are outlined in Table 3.1 and are discussed in

detail in this chapter.

Table 3.1 Key fiscal aggregates?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Expenses 63,498 64,881 64,199 67,148 68,151 69,376 70,214
Net operating
balance (5.734) (8,633) (3.803) (3,485) (2,440) (968) 153
PNFA? 6,291 7,572 6,965 7,800 7,786 7,275 7,041
Fiscal balance (9,158) (13,440) (8,159) (7,965) (6,379) (3,630) (2,079)
(B?‘;réow'"g with 37,570 53,501 47,102 57,240 67,110 73,265 77,761
Leases and
other similar 6,499 7,565 7,779 7,603 7,471 7,780 7,623
arrangements
Securities and 198 198 198 198 198 198 198
derivatives
Net debt 14,046 25,499 15,808 24,750 33,326 39,019 42,573
Notes:

1. Numbers may not add due to rounding.

2. PNFA: Purchases of non-financial assets.

3.2.1 Net operating balance

Table 3.2 compares the General Government Sector net operating balance forecasts for the

previous budget with the 2021-22 Budget forecasts.

Table 3.2 General Government Sector — net operating balance forecasts

2020-21 2021-22 2022-23 2023-24 2024-25

$ million $ million $ million $ million $ million
2020-21 Budget (8,633) (4,303) (2,480) (1,389) na
2021-22 Budget (3,803) (3,485) (2,440) (968) 153

The 2021-22 Budget projects improving net operating balances across the forward estimates,
reaching a surplus of $153 million by 2024-25, as revenues continue to improve alongside
moderate expenditure growth.

A deficit of $3.803 hillion is estimated for 2020-21, an improvement of $4.8 billion from the
previous budget forecast of $8.633 billion. This improvement has been underpinned by an uplift to
revenue since the 2020-21 Budget, particularly from GST and taxes. At the same time, expense
measures since the last budget have been modest and focused on key priorities.
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This prudent approach has allowed the revenue uplift to flow through to improved operating

balances and reduced the need to increase borrowings compared to previous estimates. In the

4 years to 2023-24, total general government revenue has increased by $11.706 billion,
compared to expense increases of $5.598 billion over the same period.

Table 3.3 provides a breakdown of the changes in the net operating balance since the
2020-21 Budget.

Table 3.3 Reconciliation of net operating balance, 2020-21 Budget to 2021-22 Budget!

2020-21 2021-22 2022-23 2023-24

$ million $ million $ million $ million
2020-21 Budget net operating balance (8,633) (4,303) (2,480) (1,389)
Taxation revisions? 1,577 2,052 1,268 765
Royalty and land rent revisions 36 (175) (334) (285)
GST revisions 2,108 1,729 1,687 1,628
Expense measures® (3) (1,889) (811) (545)
Net flows from PNFC and PFC entities* (244) (60) (102) (336)
Natural Disaster Revisions (DRFA)3 (8) 134 40 (156)
Australian Government funding revisions® 252 (542) (548) (213)
Other parameter adjustments’ 1,112 (431) (1,160) (437)
2021-22 Budget net operating balance (3,803) (3,485) (2,440) (968)

Notes:
brackets indicates a negative impact on the operating balance.

Scheme in 2021-22 of $31.2 million.
3. Reflects the operating balance impact of Government decisions since the 2020-21 Budget (refer to
Chapter 7 — Budget Measures for details).

Financial Corporations, net of CSO and TSC expense measures.
5. Disaster Recovery Funding Arrangements.

Payments and National Partnership payments and excludes funding for disaster recovery expenses.
7. Refers to adjustments largely of a non-policy nature, primarily changes in interest paid on borrowings,
depreciation, swaps, lapses and deferrals.

1. Numbers may not add due to rounding. Numbers indicate the impact on the operating balance. A number in

2.  Represents parameter adjustments to taxation revenue. Includes measure to extend Apprentice Rebate

4. Represents revisions to dividends and tax equivalent payments from, and community service obligations
(CSO0s) and Transport Service Contract (TSC) payments to, Public Non-financial Corporations and Public

6. Represents the net impact of funding provided by the Australian Government primarily for Specific Purpose
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3.2.2 Revenue

The COVID-19 pandemic and the resulting economic downturn substantially reduced the state's
revenues, particularly across 2019-20 and 2020-21. However, the beginning of economic
recovery resulted in stronger revenues in the second half of 2020-21 than previously anticipated,
with 2020-21 revenues now expected to be $4.148 billion (7.4 per cent) higher than forecast in
the previous budget (see Chart 3.5).

Taxation revenue is forecast to be $1.492 billion (9.4 per cent) higher in 2021-22, primarily driven
by continued strength in transfer duty and a rebound in payroll tax as employment and business
conditions improve.

Following the strong growth in both 2020-21 and 2021-22, total taxation revenue is forecast to
grow by 2.3 per cent per annum on average across the subsequent 3 years.

Following an estimated fall of 44.4 per cent in 2020-21, royalty revenues are forecast to partially
rebound by 25.6 per cent in 2021-22, reflecting the expected improvement in global economic
activity, as well as the impact of the new volume-based petroleum royalty model. More moderate
growth is forecast in subsequent years, however, the timing and extent of the unwinding of
China’s import ban on Australian coal is still uncertain and remains a key risk to the outlook.

With stronger than expected national consumption and dwelling investment, GST revenue is
estimated to be 16 per cent higher in 2020-21 compared to 2019-20. Queensland’s GST
revenue is expected to grow by 5.4 per cent in 2021-22 and is forecast to continue to grow on
average by 4.9 per cent per annum over the forward years.

Chart 3.5 Comparison of revenue forecasts
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Further information on revenue forecasts is provided in Chapter 4.
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3.2.3 Expenses

The 2020-21 Budget estimated expenses would increase by 7.9 per cent in

2019-20, 2.2 per cent in 2020-21 and 1.6 per cent over the 4 years to 2023-24, reflecting the
health response to the pandemic and the assistance provided to businesses and industry to
stimulate economic recovery. A smaller increase in general government expenses of 1.1 per cent
is now expected in 2020-21.

Modest expenses growth has been achievable due to the government implementing strategies to
contain increases, while maintaining the expenditure needed to deliver frontline services, targeted
support for jobs and the economy, and measures to enhance longer-term productivity.

On average, annual general government expenses are forecast to increase by 2.3 per cent over
the 4 years to 2024-25. This is lower than the forecast average annual increases in revenue of
3.9 per cent over the same period, and consistent with Fiscal Principle 2.

The $3 billion Savings and Debt Plan is a key component of managing expenditure growth, with
progress towards achieving savings targets detailed in Box 3.2.

Further detail on expense initiatives is provided in Chapter 7.
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Box 3.2 Savings and Debt Plan

The Queensland Government's Savings and Debt Plan, announced on 9 July 2020, targeted
savings of $3 billion over 4 years to 2023—24. Savings of $750 million in 2020-21 have been
achieved under the Savings and Debt Plan. Workstreams established under the Savings and
Debt Plan are continuing to identify cross-government savings opportunities and will support
agencies to achieve remaining savings through to 2023-24.

Workstreams include Accommodation, Advertising and Marketing, Data and ICT, Workforce,
Government Corporate Support Services, Grants Administration, and Procurement. In addition,
Government is working to assess how it can deliver its functions more effectively, including
through structural reform opportunities and review of agency functions.

$750 million of savings has been achieved in 202021, as shown in Table 3.4. Agencies have
achieved these savings without reducing services, and in line with the Queensland
Government’s commitment to employment security.

Examples of savings made in 2020-21 include:

¢ Reduction of 101 social media accounts across government

¢ Net reduction of 33 (4.6%) of the Senior Executive Service via natural attrition
between July 2020 and May 2021

e Accommodation savings, including $14.2 million in savings associated with a
renegotiation of a Department of Education lease and ongoing savings of $3.5 million
per annum

e Reduction of $17.7 million over 4 years in ICT contract costs, including savings in
telecommunications contracts.

A further $750 million will be realised in 2021-22 through a combination of savings already
realised and agency savings. Savings from the Health and Education portfolios will be
managed through existing funding model arrangements.

A range of Savings and Debt Plan measures and workstreams will also support agencies to
achieve remaining savings through to 2023-24.
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Table 3.4 2020-21 Savings

2020-21
Department Savings
$ 000

Department of Aboriginal and Torres Strait Islander Partnerships 845
Department of Agriculture and Fisheries 9,842
Department of Child Safety, Youth and Women 11,601
Department of Children, Youth Justice and Multicultural Affairs 11,196
Department of Communities, Disability Services and Seniors 534
Department of Communities, Housing and the Digital Economy 3,534
Department of Education 110,502
Department of Employment, Small Business and Training 55,557
Department of Energy and Public Works 3,185
Department of Environment and Science 61,111
Department of Housing and Public Works 34,115
Department of Justice and Attorney-General 12,961
Department of Local Government, Racing and Multicultural affairs 2,787
Department of Natural Resources, Mines and Energy 20,170
Department of Regional Development, Manufacturing and Water 627
Department of Resources 1,406
Departme_nt of Seniors, Disability Services and Aboriginal and Torres Strait Islander 2939
Partnerships ’
Department of State Development, Infrastructure, Local Government and Planning 5,008
Department of State Development, Tourism and Innovation 37,156
Department of the Premier and Cabinet 4,024
Department of Tourism, Innovation and Sport 653
Department of Transport and Main Roads 80,923
Department of Youth Justice 1,622
Electoral Commission Queensland 1,333
Inspector-General of Emergency Management 61
Legislative Assembly 500
Ombudsman 130
Public Safety Business Agency 2,951
Public Service Commission 1,060
Queensland Audit Office 176
Queensland Corrective Services 15,728
Queensland Fire and Emergency Services 9,238
Queensland Health 177,475
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Queensland Police Service 32,073
Queensland Treasury 7,059
Trade and Investment Queensland 903
Whole-of-Government 29,015
Total Savings 750,000
Notes:

1. Table includes all savings achieved in 2020-21, including those achieved by entities which were impacted
by machinery-of-government changes announced on 12 November 2020. Savings have been reported
against the entity which achieved these savings.

3.2.4 Investment

The Queensland Government provides essential infrastructure and capital works to support
productivity, connect industries and meet the state’s increasing service needs. Infrastructure
investment supports jobs across all regions of the state and is a key component of the
Queensland Government’s Economic Recovery Plan.

Key capital investments in 2021-22 include:

e $6.902 hillion investment in transformative transport infrastructure. Highlights of the 2021-22
transport capital program include $1.517 billion to continue construction work on Cross River
Rail and substantial ongoing investment to fund major upgrades to the M1 Pacific Motorway
and the Bruce Highway

e  $1.352 hillion to support the delivery of health services, including $283.7 million as part of the
Building Better Hospitals program

e $1.521 billion to ensure Queensland’s state schools and training assets are world-class and
continue to meet demand. Investment in new schools is being facilitated through the
$2.6 billion Building Future Schools Fund

e $1.813 billion over 4 years to increase the supply of social housing and upgrade the existing
social housing property portfolio, including $502.6 million in capital works and capital grants
in 2021-22.

Further information about the government’s capital program is provided in Chapter 6 and the
Capital Statement (Budget Paper 3).
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3.2.5 Borrowing

Australian governments at all levels increased borrowings to combat the COVID-19 crisis.
Queensland was no exception, but the government’s borrowings have increased by less than
estimated in the 2020-21 Budget. General Government net debt is forecast to be $24.75 billion at
30 June 2022, $10.761 hillion lower than forecast in the 2020—21 Budget. Box 3.3 discusses
improvements in the debt position in further detail.

While additional debt has been necessary to deliver an effective response to the crisis, the
government has also implemented a range of measures to limit the legacy impacts of the crisis on
Queensland’s fiscal position. This includes the Savings and Debt Plan and the creation of the first
Queensland Future Fund (QFF) — Debt Retirement Fund (DRF), to safeguard the state’s balance
sheet.

Box 3.3 Debt management

The 2020—-21 Budget prioritised the state’s health response and economic recovery from
COVID-19. Queensland’s decisive response to the pandemic resulted in operating deficits
and increased borrowings over the forward estimates.

The 2021-22 Budget continues to focus on protecting the health of Queenslanders. There is
a strong correlation between health outcomes and economic outcomes, and Queensland’s
continued success in containing the spread of the virus will be key to continued economic
gains.

The government has taken a disciplined approach to its fiscal strategy to limit the potential
legacy impacts of the crisis and ensure borrowings remain contained, and to set a strategy
and path to support ongoing growth in the economy. This is particularly important when
considering the risk of future increases to borrowing costs from higher interest rates or the
need for government responses to future events.

The government is acting prudently to stabilise debt, directing revenue improvements toward
economic recovery priorities and a return to operating surplus. The updated fiscal principles
support a path to stabilisation of the relative net debt burden in response to the
COVID-19-induced fiscal challenges.

With debt now forecast to increase more slowly than anticipated in the 2020—-21 Budget,
Queensland is well positioned to stabilise its debt burden.

All measures of the debt burden have been revised downwards since the 2020-21 Budget.
The forecast level of total general government borrowing has reduced materially. In 2023-24,
the level of general government borrowings is expected to be $7.377 billion lower compared
to the outlook at the time of the 2020—-21 Budget. Since the 2020—21 Budget, net debt has
been revised down by $11.762 billion in 2023-24. In 2024-25, net debt is expected to remain
much lower than interstate peers. Net debt is the measure broadly emphasised by
governments, including the Australian Government.
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In addition, the government’s Queensland Future Fund (QFF) - Debt Retirement Fund (DRF)
has been established to hold state investments for future growth, which will be used to offset
state debt to support Queensland’s credit rating.

By prudently managing expenditure, while continuing to protect the health of Queenslanders
and delivering high-quality services, the government will ensure Queensland’s fiscal capacity
improves and target debt reduction in the longer term.

Queensland’s net debt has seen a significant improvement. By 2023-24, Queensland’s forecast
net debt of $39.019 billion compares to $96.675 billion for New South Wales and $138.35 billion
for Victoria. As shown in Chart 3.6, general government net debt as a share of revenue is also
expected to be far lower in Queensland than in New South Wales and Victoria across the forward
estimates.

Chart 3.6 State comparison of general government sector net debt to revenue
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Sources: 2021-22 budgets for Queensland and Victoria, 2020-21 Half-Yearly Review for NSW.

Debt servicing costs remain manageable. As a share of revenue, Queensland’s general
government sector interest expenses have declined over successive budgets.

General government sector interest expenses have fallen from a peak of $2.328 billion in
2014-15 to $1.567 billion in 2020-21, despite the impact of the pandemic on borrowings.
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Chart 3.7 shows that Queensland’s interest expense is forecast to be around 2.6 per cent of
revenue in 2021-22, well below the peak of 4.7 per cent in 2013-14. A reduction in overall debt
levels in this Budget helps to reduce the impact of future interest rate rises.

Chart 3.7 General Government Sector ratio of borrowing costs to revenue
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Queensland’s Credit Rating

In April 2021, Moody’s reaffirmed Queensland’s Aal credit rating, noting the state’s strong
financial management. S&P Global also noted Queensland’s strong financial management and
diverse economy in reaffirming Queensland’s AA+ credit rating in October 2020.

The ratings outlook for Queensland is stable, supported by the government’s commitment to
improving budgetary performance and stabilising the level of borrowings. The establishment of
the Queensland Future Fund (QFF) — Debt Retirement Fund (DRF) and the roll-out of the Savings
and Debt Plan demonstrate a commitment to active debt management and improving budgetary
performance, which support the state’s strong credit rating.

The credit rating of the state impacts the rate at which new and refinanced borrowings are made,
which affects the overall cost of borrowing. Sound financial management supports the credit
rating and provides the capacity to respond to future economic and financial shocks, including the
long-term impact of the pandemic.
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3.2.6 Emerging Fiscal Pressures

Beyond ongoing uncertainties related to the COVID-19 pandemic, including the higher risk of
outbreaks and associated need for fiscal support if the vaccination program takes longer than
expected, key emerging fiscal issues include:

Native Title Compensation Settlement: the government has a potential liability with respect to
compensation arising from acts that have extinguished or impaired native title since 1975

expiring agreements: Queensland’s fiscal position is exposed to decisions made by the
Australian Government, including not renewing funding for National Partnership payments
(NPs) where there are ongoing community service needs that must be met. Further
information on expiring agreements is provided in Chapter 8

the need to work with Games Partners, including the Australian Government and local
governments, to ensure fair funding contributions for required expenses and investment
associated with Queensland'’s bid to host the 2032 Olympic and Paralympic Games

provisions have been made for a regional quarantine facility in Queensland if the Australian
Government decides to support the detailed submission provided by the Queensland
Government.
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4

Revenue

Features

The COVID-19 pandemic and the resulting economic downturn substantially reduced the
state's revenues, particularly across 2019-20 and 2020—21. However, in line with the
improving economic conditions since mid-2020, revenue is expected to recover in 2020-21
and is forecast to continue to grow across the forward estimates period.

Importantly, while total revenues are expected to be stronger across the forecast period
compared to the 2020-21 Queensland Budget, estimated revenue for 2020-21 is still
expected to be lower than forecast at the 2019—20 Mid-Year Fiscal and Economic Review
(MYFER), prior to the onset of COVID-19.

General Government Sector revenue is estimated to total $60.396 billion in 2020-21, up
$2.633 billion (4.6 per cent) compared with 2019—20 and $4.148 billion (7.4 per cent)
higher than estimated in the 2020-21 Budget.

Total General Government Sector revenue is estimated to strengthen further in 2021-22 to
$63.664 billion, an increase of $3.268 billion (5.4 per cent) compared with 2020-21.

The increase in revenues in 2021-22 primarily reflects a rebound in Queensland and
national activity following the initial impacts of COVID-19.

- Taxation revenue collections are expected to be $1.492 billion (9.4 per cent) more
than in 2020-21, reflecting a combination of increased economic activity and the
substantial tax relief measures provided in 2020-21 by the Queensland Government
to support businesses in response to COVID-19.

- GST revenue is expected to increase by $807 million (5.4 per cent) in 2021-22,
reflecting a higher GST pool and Queensland receiving a larger share of GST.

- Royalties and land rents are expected to increase by $674 million (25.3 per cent)
compared to 2020-21, driven by expected rebounds in coal and LNG prices following
significant falls in 2020-21. However, royalty revenues in 2021-22 and in the following
2 years are expected to be lower than forecast in the 2020-21 Budget, primarily
reflecting the ongoing uncertainty around China’s restrictions on Australian coal.

Australian Government payments to Queensland in 2021-22 are expected to total
$31.607 billion, representing an increase of $376 million (1.2 per cent) compared with
payments in 2020—-21. This increase is primarily driven by the increase in GST revenue.

Total revenues are expected to grow at an average rate of 3.9 per cent over the 4 years to
2024-25, with average annual growth of 4 per cent in taxation and 5 per cent in GST.

Importantly, Queensland is maintaining its competitive tax status, with per capita state tax
$771 below the average of other states and territories in 2019-20.
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4.1 Revenue overview

Queensland’s domestic economy is now expected to grow substantially faster across the forecast
period than at the time of the 2020-21 Budget. Combined with a stronger national economic
recovery, this has supported total Queensland revenues, which have been revised up across the
forward estimates.

These upward revisions primarily reflect stronger than previously expected taxation and GST
revenues as a result of improving economic conditions.

In contrast, royalty revenues have been revised downwards in 2021-22 and in subsequent years,
primarily reflecting the ongoing impacts and increased uncertainty related to China’s restrictions
on the importation of Australian coal.

4.1.1 2020-21 revenues

General Government Sector revenue is estimated to be $60.396 billion in 2020-21, $4.148 billion
(7.4 per cent) higher than the 2020-21 Budget estimate. Significant variations from the 2020-21
Budget estimates include:

e a$1.577 billion (11 per cent) increase in taxation revenue, reflecting the stronger than
expected domestic economic activity and, in particular, residential property transactions

e a$2.108 billion (16.6 per cent) increase in GST revenue due to higher national GST
collections during 2020-21, as robust national consumption throughout the pandemic was
augmented by the recovery of outstanding debt

e a$264 million (22.4 per cent) decrease in dividends and income tax equivalent income,
primarily due to lower earnings from the electricity generation sector.

The substantial improvement in taxation and GST revenues compared with the 2020-21 Budget
outlook reflects Queensland’s successful health response and the stronger recovery in the
Queensland and national economies than previously anticipated.

In contrast, forecast royalty revenues in 2020-21 have remained relatively unchanged from the
previous budget outlook, given the ongoing subdued demand for key Queensland commodities,
particularly coal, across the second half of 2020-21.

Compared with 2019-20, state taxation and GST revenues in 2020-21 are now expected to
increase by 9.1 per cent and 16 per cent, respectively. In contrast, royalty revenue has fallen
sharply (estimated to be down 44.4 per cent in 2020—21 compared with 2019-20) as the global
economic downturn and the increasing impact of Chinese import restrictions have weighed on
coal prices and export volumes.

The better than anticipated overall revenue outcome means that Queensland General
Government revenue is now expected to be 4.6 per cent higher in 2020-21 than in 2019-20.
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4.1.2 2021-22 revenues

In line with the ongoing economic recovery, General Government Sector revenue is forecast to
increase by $3.268 billion (or 5.4 per cent) in 2021-22, to be $63.664 billion. This is driven by an
expected rebound in revenue following the COVID-19 impact on 2019-20 and 2020-21 and is
particularly evident across the 3 key state revenue sources: taxation; GST; and royalties.

Chart 4.1 examines the growth in revenue across the 3 key revenue streams and the share of
growth attributable to each key revenue item.

Chart 4.1 Growth in key revenues!
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Note:
1. Annual contribution to growth in key revenues. Total is the annual growth of the sum of the 3 categories.

Taxation revenue is forecast to be $1.492 billion (9.4 per cent) higher in 2021-22. Improved
taxation receipts are primarily driven by continued strength in transfer duty, which has been
bolstered by a significant increase in residential property activity since restrictions eased in mid-
2020, and a rebound in payroll tax, amid the recovery in employment and business conditions.

The forecast growth in 2021-22 also partially reflects the impacts of the significant Queensland
Government COVID-19 tax relief provided to support Queensland businesses and landlords in the
previous year.

Royalty revenue is expected to rebound in 2021-22 and grow by 25.6 per cent. In particular, coal
export values are forecast to rebound in 2021-22, with higher prices driven by the continued
recovery in global economic activity from the COVID-19 pandemic. However, the timing and
extent of the unwinding of China’s import ban on Australian coal is still uncertain and remains a
key risk to the outlook.
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Following stronger than expected GST receipts in 2020-21, Queensland’s GST revenue is
expected to grow by 5.4 per cent in 2021-22 and is forecast to continue to grow on average by
4.9 per cent per annum over the 3 years ending 2024-25.

This increase in expected GST revenue is largely driven by growth in the national GST pool. The
2021-22 Federal Budget forecast the GST pool to grow by 4 per cent in 2021-22 and around

5 per cent per annum on average over the 3 years ending 202425, reflecting the expected
ongoing growth in taxable consumption.

Total General Government revenue growth is expected to average 3.9 per cent per annum over
the 4 years to 2024-25.

The solid but steady growth forecast in 2022—-23 and beyond reflects the expected return to more
normal economic conditions and activity levels over the forecast period, as well as an ongoing but
gradual improvement in commodity prices and export volumes. Table 4.1 details Queensland’s
total General Government revenue by component across the forward estimates period.

Table 4.1 General Government Sector revenue!

2019-20 2020-21 2020-21 202122  2022-23 2023-24  2024-25

Actual Budget Est. Act Budget Projection Projection Projection
$ million  $million $million $million $million $million $million

Taxation revenue 14,585 14,330 15,907 17,399 17,397 17,731 18,608
Sales of goods and 5,618 5,975 6,068 6,062 6,001 6,365 6,209
services
Interest income 2,076 1,882 1,901 2,537 2,591 2,622 2,702
Grants revenue
GST revenue 12,761 12,701 14,809 15,616 16,399 17,164 18,016
Other current grants? 13,039 13,597 13,875 13,749 14,529 15,321 15,513
Capital grants 1,841 2,796 2,899 2,571 2,585 2,860 2,826
Dividend and income tax equivalent income
Dividends 1,180 714 499 659 637 603 594
Income tax equivalent 748 465 416 482 435 359 343
income
Other revenue
fe%{:"“es and land 4,686 2,631 2,667 3,341 3,743 4,060 4,229
Other 1,229 1,157 1,356 1,248 1,303 1,323 1,328
Total revenue 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Notes:

1. Numbers may not add due to rounding.
2. Queensland Treasury estimates. Differs from Chapter 8 due to the inclusion of direct Australian Government
payments to Queensland agencies for Australian Government own purpose expenditure.
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The major sources of total General Government Sector revenue in 2021-22 are grants revenue,
which includes GST revenue and Australian Government Grants (50.2 per cent), and taxation
revenue (27.3 per cent).

Chart 4.2 illustrates the expected composition of General Government Sector revenue in
2021-22.

Chart 4.2 Revenue by operating statement category, 2021-22*
Other revenue,

Dividends and tax 7.2%
equivalents, 1.8%

State taxation
revenue, 27.3%

Interest income,
4.0%

Sales of goods and
services, 9.5%

Grants revenue,
50.2%

Notes:

1. Numbers may not add up to 100 per cent due to rounding.
2. Chart prepared in line with Operating Statement categories. ‘Other revenue’ includes royalties and land rents,
which comprise 5.2 per cent of total revenues.
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Box 4.1 Revenue revisions since before COVID-19

Despite the improving outlook for total revenue compared with the 2020-21 Budget, the
pandemic has still had a significant impact on revenue in 2019-20 and 2020-21.

While conditions have improved substantially since mid-2020 and revenue is expected to
rebound in 2021-22, revenue in total across the forward years is still expected to be lower than
forecast at the 2019-20 MYFER, prior to the onset of COVID-19.

At the 2020-21 Budget, key revenues of taxation, GST and royalties were revised downwards
by a total of $12.340 billion across the 4 years to 2022—23, compared to the 2019-20 MYFER.
Despite the upward revisions to some key revenues in this Budget, key revenues over this
period are still expected to be $2.399 billion lower than forecast at the 2019-20 MYFER.

Chart 4.3 outlines the aggregated downward revisions to key revenues of taxation, GST, and
royalties, both at the time of the 2020-21 Budget and in the 2021-22 Budget, compared to the
pre-COVID-19 revenue forecasts at the 2019—20 MYFER.

Chart 4.3 Change in key revenue! forecasts compared to 2019-20 MYFER
(i.e. pre-COVID-19 outlook)
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1. Aggregated revisions from taxation, GST, and royalty revenues since the 2019—20 MYFER.
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4.2 Taxation revenue

Chart 4.4 outlines the composition of estimated state taxation revenue for 2021-22, with the
largest sources being payroll tax and transfer duty, together representing 52.2 per cent of the
state’s total taxation revenue.

Payroll tax generally has a relatively stable base, with its growth usually driven by the underlying
strength of the economy. Transfer duty can be variable, reflecting residential and non-residential
market conditions. Land tax can also reflect variability in the property market but is generally more
stable than most other tax lines due to the relatively stable base and the effect of assessments
being based on 3-year averages of land values.

Chart 4.4  State taxation by tax category, 2021-22

Other taxes,
7.3%

Gambling taxes
and levies, 8.9%

Payroll tax,
25.8%

Other duties,
10.5%

Land tax, 9.3%

Transfer duty,

Motor vehicle 26.4%

registration,
11.7%

Note:

1. Percentages may not add to 100 per cent due to rounding. ‘Other duties’ includes vehicle registration duty,
insurance duty and other minor duties. ‘Other taxes’ includes the emergency management levy, waste
disposal levy, guarantee fees and other minor taxes.

Table 4.2 shows the main components of taxation revenue and the forecast revenues for each
component across the forward estimates.

Total taxation revenue is forecast to grow 9.1 per cent in 2020-21. Improved taxation receipts in
2020-21 are primarily being driven by a rebound in transfer duty and stronger gambling tax
collections. Transfer duty has been bolstered by a significant increase in the turnover of
residential properties since COVID-19 related public health restrictions eased in mid-2020.

Solid growth in taxation revenue is expected in 2021-22, primarily driven by ongoing
improvement in transfer duty and payroll tax amid the recovery in employment and business
conditions.
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Following the strong rebound in 2020-21, total taxation revenue is forecast to grow 9.4 per cent in
2021-22, followed by average growth of 2.3 per cent per annum across the subsequent 3 years.

Table 4.2 State taxation revenue?

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Actual Est. Act Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million

Payroll tax 4,211 4,192 4,484 4,741 5,011 5,263
Duties
Transfer 3,041 3,693 4,598 4,100 3,796 4,040
Vehicle registration 533 668 663 625 644 663
Insurance? 1,016 1,072 1,136 1,182 1,241 1,303
Other duties® 34 32 32 32 33 33
Total duties 4,624 5,464 6,428 5,939 5,713 6,039
Gambling taxes and
levies
Gaming machine tax 617 816 795 819 843 869
Health services levy 77 122 107 109 117 127
Lotteries taxes 332 351 361 372 383 395
Wagering taxes 118 152 155 161 167 174
casino taxes and 97 103 114 124 139 143
Keno tax 17 21 21 22 22 23
tT;;té‘; P ?(';V"igs 1,258 1,565 1,553 1,606 1,672 1,730
Other taxes
Land tax 1,406 1,493 1,617 1,686 1,802 1,931
'r\("e‘;gtr r;ﬁgf'e 1,910 1,987 2,044 2,103 2,169 2,242
Egﬁ;%eerrﬁgm ow 562 581 605 630 657 686
Waste disposal levy 295 291 317 334 341 348
Guarantee fees 272 289 305 311 318 319
Other taxes* 46 45 46 47 49 50
rT:VtgLLa(‘exa“O” 14,585 15,907 17,399 17,397 17,731 18,608
Notes:

1. Numbers may not add due to rounding.

2. Includes duty on accident insurance premiums.

3. Includes duty on life insurance premiums.

4. Includes the statutory insurance scheme levy and nominal defendant levy.
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4.2.1 Payroll tax

Reflecting the substantial negative impacts of COVID-19 on employment and wages, payroll tax
is estimated to be $4.192 billion in 2020-21, a 0.5 per cent decline compared with 2019-20.

This decline in payroll tax also reflects the fact that, as part of the Queensland Government's
Economic Recovery Plan, substantial payroll tax relief measures were implemented to support
businesses in response to COVID-19. This included refunds, payment holidays and deferrals for
eligible businesses, as well as a payroll tax exemption for JobKeeper payments.

Payroll tax collections have improved substantially with the rebound in labour market and
business conditions in Queensland.

Further, payroll tax deferrals from 2020 are being paid in instalments across 2021, with the
majority of deferred liabilities that were due in January and April 2021 having been paid. This
suggests businesses generally have managed their cash flows throughout the recovery phase of
the COVID-19 crisis to enable them to meet their deferred tax obligations.

Payroll tax is expected to grow by 7.0 per cent in 2021-22, reflecting a strong recovery in
employment and wage conditions, and expected increased revenue resulting from additional
Office of State Revenue compliance activities. Annual average growth of 5.5 per cent is expected
in payroll tax revenues from 2022—-23 onwards, broadly in line with expected employment and
wage growth over the forward years.

The 50 per cent payroll tax rebate for apprentices and trainees will be extended for 12 months
until 30 June 2022. In addition to apprentice and trainee wages generally being exempt from
payroll tax, this rebate will provide additional support to employment in the ongoing recovery from
COVID-19, in particular youth employment and businesses who employ trainees and apprentices.

Box 4.2 Queensland’s competitive payroll tax
system

Queensland has very competitive payroll tax settings. Its $1.3 million threshold is one of the
highest exemption thresholds of all states and territories, and the standard rate of 4.75 per cent
is the lowest of any mainland state.

Several major payroll tax reforms were introduced in 2019-20 to make Queensland an even
more attractive destination for businesses, especially in the regions. This included:

e increasing the payroll tax threshold from $1.1 million to $1.3 million, while retaining the
current $1 in $4 rate of reduction so that a deduction will be available if total annual
Australian taxable wages are less than $6.5 million

e providing a one per cent discount of the payroll tax rate to employers that have an ABN
registered business address and at least 85 per cent of their taxable wages paid to
employees located outside South East Queensland.
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These reforms were partially funded by an increase of the payroll tax rate for employers
(or groups of employers) with taxable wages above $6.5 million from 4.75 per cent to
4.95 per cent, implemented in the 2019-20 Budget.

In addition, as part of the Queensland Government’s Economic Recovery Plan, a number of
payroll tax relief measures were implemented to support businesses in response to COVID-19.
This included refunds, payment holidays and deferrals for eligible businesses, as well as a
payroll tax exemption for JobKeeper payments.

Chart45 Comparison of the lowest fixed! payroll tax rates across Australian
mainland states
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Note:
1. The lowest fixed rate applying to employers in non-regional areas.

Sources: Australian state government websites.

4.2.2 Duties
Transfer duty

Transfer duty is charged at various rates on ‘dutiable transactions’, including transfers of land in
Queensland or Queensland business assets.

The Queensland Government offers extensive concessions for the transfer of land where the
property is purchased as a home. This means eligible home buyers pay a one per cent
concessional rate on the first $350,000 of dutiable value, rather than the normal scheduled rates
of between 1.5 per cent and 3.5 per cent.
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If a first home buyer purchases a property up to $500,000 they will pay no duty, with reduced
rates available up to $550,000.

Transfer duty is estimated to be 21.4 per cent higher in 2020-21 compared with 2019-20. This
reflects the strong activity in the residential housing sector since mid-2020, with transactions
across all components (investor, home, first home) showing significant growth.

Transfer duty is expected to grow by 24.5 per cent in 2021-22, supported by continued strength
in residential housing transactions, a further acceleration in property price growth and a shift in
the composition of transactions.

As discussed in detail in Chapter 2, the prevailing strength of the housing market has seen new
housing loan commitments in Queensland rise to their highest level on record (since July 2002),
with record low mortgage rates (and expectations they will stay low for an extended period),
various government wage and housing support measures, and temporarily reduced alternative
options for household expenditure, including overseas travel.

These factors, combined with expectations that property prices will continue to increase
throughout 2021, have also supported investor loan approvals, which have driven recent growth
in loan commitments. As a result, a compositional shift towards investor-driven purchases, which
are subject to a higher rate of duty, is also expected to support the strength in residential
collections.

As shown below in Chart 4.6, residential transactions have grown strongly since the peak of the
emergency health restrictions required to control the initial spread of COVID-19 in April 2020.
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Chart 4.6 Residential property transactions by concession type
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1. Home includes transactions subject to the home, first home and first home (vacant land) concessions.
Non-home and mixed includes standard transactions (no concession) and mixed/other concessions.

The current strength of housing activity is expected to moderate in 2022-23 and 2023-24 as
dwelling investment eases, resulting in a decline in duty collections from residential sales.

However, the non-residential sector is forecast to recover over time and the outlook for large
transactions will partially offset the expected decline in transfer duty from residential transactions
across 2022-23 and 2023-24, and support an increase in transfer duty revenue in 2024-25.
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Box 4.3 Generous transfer duty concessions

Queensland has one of the lowest tax burdens on home buyers, with generous concessions for
first home buyers and the principal place of residence meaning Queenslanders pay less than
similar buyers in most other jurisdictions.

Based on CorelLogic’s national home value index for May 2021, purchasers of a principal place
of residence in Queensland would pay significantly lower duty than their interstate counterparts
at the median dwelling price in each capital city.

New South Wales purchasers of median priced homes would pay $27,296 more than
Queenslanders, Victorian purchasers would be $27,797 worse off and Western Australian
buyers would pay $7,089 more in transfer duty.

Even with their temporary reductions in transfer duty of up to 50 per cent, Victorian buyers are
still paying more transfer duty than Queenslanders.

Combined with the lower purchase prices, buyers in Queensland pay around 2 per cent of their
median price in duty, compared with 4 per cent in New South Wales and 5.3 per cent at the
standard rates in Victoria.

Chart 4.7 illustrates the transfer duties payable in each jurisdiction for a principal place of
residence at the relevant local median house value in the capital city of each jurisdiction.

Chart 4.7 Transfer duty comparisons at median dwelling price
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Vehicle registration duty

Vehicle registration duty is charged on the dutiable value of a motor vehicle, on the transfer or
initial registration of the vehicle, at a rate that depends on the vehicle’s engine size and value.

After more than 2 years of consecutive monthly declines in vehicle sales, activity has recovered
solidly since July 2020, in line with the broader recovery in consumption activity, and with
volumes to May 2021 significantly higher than during the same period in 2020.

This strength is flowing through to duty collections, with revenue from vehicle registration duty
expected to grow by 25.2 per cent in 2020-21. Duty is expected to moderate in 2021-22 and
2022-23, reflecting a return to a more normal level of vehicle transactions as the impact of
COVID-19 stimulus measures and the expenditure-switching that arose from overseas travel
restrictions abates. Vehicle registration duty is forecast to grow by 3 per cent in both 2023-24 and
2024-25.

4.2.3 Gambling taxes and levies

A range of gambling activities are subject to state taxes and levies.

There has been significant strength in gambling taxes since the re-opening of gaming and
entertainment venues in mid-2020, supporting a strong rebound in gaming activity.

Total gambling tax and levy collections are expected to grow strongly in 2020-21. This partly
reflects the reduced impact of venue closures in 2020-21 compared with the longer period of
closures experienced in 2019-20, as well as the strength of activity as venues re-opened and
emergency health restrictions were eased.

Total gambling tax and levy collections are expected to decline by 0.7 per cent in 2021-22. This
largely reflects the impact of revenue from gaming machine tax and the health services levy
returning to more normal levels in line with that expected prior to COVID-19. However, the decline
was partially offset by ongoing growth in lotteries tax and wagering tax which were largely
unaffected by COVID-19. Average annual growth of 3.7 per cent is forecast for gambling tax
revenue over the 3 years to 2024-25.

42.4 Land tax

Land tax is levied on the taxable value of the landowner’s aggregated holdings of freehold land
owned in Queensland, as at midnight on 30 June each year. The landowner’'s home is exempt.

Resident individuals are generally liable for land tax if the total taxable value of the freehold land
owned by that person as at 30 June is equal to or greater than $600,000. Companies, trustees
and absentees are liable for land tax if the total taxable value of the freehold land owned as at
30 June is equal to or greater than $350,000.

The Queensland Government provided substantial land tax relief measures across 2019-20 and
2020-21 to eligible property owners affected by the COVID-19 outbreak, including rebates,
waivers and deferrals.
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Land tax is expected to grow by 6.2 per cent in 2020-21 and 8.3 per cent in 2021-22, partly
reflecting the expiry of the temporary relief measures. Land tax is forecast to grow by an average
annual 6.1 per cent across the 3 years to 202425, primarily driven by the lagged impact of the
solid land value growth expected in line with the current strength of the residential property
market.

4.2.5 Waste disposal levy

The waste disposal levy commenced on 1 July 2019 and applies to 39 local government areas,
covering more than 90 per cent of the state’s waste generation and population. The levy is paid
by landfill operators on wastes disposed to landfill. Exemptions from the levy exist for particular
wastes, such as waste from declared disasters, waste donations to charitable recyclers, clean
earth and lawfully managed and transported asbestos.

The levy commenced at $75 per tonne for general waste and is regulated to increase by

$5 per tonne per annum for the first 3 years. The first annual increase of $5 per tonne was
deferred by 6 months to 1 January 2021 to provide financial relief from the impacts of
COVID-19. Seventy per cent of proceeds from the waste levy will be used for resource recovery
and other programs that reduce the impact of waste and protect the environment and local
communities.

Revenue from the waste disposal levy is estimated to be $291 million in 2020-21. Revenue is
forecast to grow by 8.9 per cent in 2021-22 and 5.3 per cent in 2022-23, reflecting expected
growth in waste disposal as well as regulated levy rate increases.

Revenue from the waste disposal levy is then forecast to grow by 2.2 per cent in 2023-24 and
2.1 per cent in 2024-25. This moderation in growth partially reflects anticipated behavioural
changes in the amount of waste disposed to landfill.

4.2.6 Queensland's competitive tax status

Taxation can impact on business decisions regarding investment and employment, as well as
household investment and home ownership decisions. Therefore, maintaining the
competitiveness of Queensland’s tax system is critical to provide a competitive advantage to
business and to moderate the tax burden on citizens.

As such, maintaining a competitive tax regime is fundamental to the Queensland Government'’s
economic strategy and its commitment to job creation and supporting sustainable economic
growth.

Importantly, as Chart 4.8 shows, taxation per capita in Queensland was lower in 2019-20 than
the average taxation per capita in the other states and territories, highlighting the ongoing
competitiveness of Queensland’s taxation regime.

Based on the latest available outcomes, Queensland’s taxation per capita in 2019-20 was $771
less than the average of other jurisdictions. On average, Queenslanders paid $1,078 less tax than
New South Wales residents and $761 less than Victorian residents.
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Chart 4.8 Taxation per capita, 2019-20
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Other measures of tax competitiveness include estimates by the Commonwealth Grants
Commission (CGC) of Queensland’s tax effort compared with other jurisdictions, and each state’s
tax revenue as a proportion of the size of the state’s economy.

The CGC's revenue raising effort ratios are an indicator of the extent to which governments
burden their revenue bases, with a lower ratio indicating a relatively lower taxation burden
imposed by state taxes.

The CGC'’s 2021 Update assessed that Queensland’s tax effort in 2019-20 (latest available CGC
estimate, based on 2019-20 data and using total tax revenue effort for assessed taxes, that is,
payroll tax, transfer duty, land tax, insurance duty and motor vehicle taxes) was 6.3 per cent
below the national average.

In terms of the third measure of tax competitiveness (that is, taxation as a share of GSP), this
measure also confirms that Queensland’s taxes are highly competitive, being below the average
of the other states and significantly lower than the major southern states.

Table 4.3 summarises the estimates of these 3 measures compared with other jurisdictions and
demonstrates that the Queensland tax system remains amongst the most competitive in
Australia.
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Table 4.3 Tax competitiveness, 2019-20

NSW VIC Qld WA SA TAS ACT® NT Avg®

Taxation per capita ($) 3,821 3,504 2,743 3,414 2597 2,361 4539 1,990 3,514
Taxation effort? (%) 102.1 99.7 93.7 1025 97.5 82.9 157.6 749  100.0
Taxation % of GSP** (%) 4.9 5.0 3.9 2.9 4.1 3.9 4.7 1.9 4.4
Notes:

1. 2019-20 data (latest available actuals). Sources: ABS Government Finance Statistics and ABS National, State

and Territory Population.

2. 2019-20 data (latest available). Source: Commonwealth Grants Commission 2021 Update - total tax revenue
effort for assessed taxes (payroll, transfer duty, land tax, insurance duty and motor vehicle taxes). Revenue
raising effort ratios are an indicator of the extent to which governments burden their revenue bases.

3. 2019-20 data (latest available). Sources: ABS Annual State Accounts and ABS Government Finance Statistics

4. ABS Annual State Accounts are used to enable comparison with other jurisdictions. As a result, the estimate for
Queensland will differ to that presented in Table D2, which is based on the Queensland State Accounts.

5.  Figures include municipal rates.

6. Weighted average of states and territories, excluding Queensland (aside from taxation effort, which is the average
of all states).

4.2.7 Tax expenditures

Tax expenditures are reductions in tax revenue that result from the use of the tax system as a
policy tool to deliver government policy objectives. Tax expenditures are provided through a
range of concessions, including tax exemptions, reduced tax rates, tax rebates, tax deductions
and provisions which defer payment of a tax liability to a future period.

The substantial tax relief provided by the Queensland Government to Queensland businesses
and property owners in response to the COVID-19 crisis are significant tax expenditures in both
2019-20 and 2020-21.

The Tax Expenditure Statement (Appendix B) provides details of tax expenditure arrangements
currently provided by the Queensland Government.

4.3 Grants revenue

Grants revenue is comprised of Australian Government grants (including GST), grants from the
community and industry, and other miscellaneous grants.

A 1.1 per cent increase in total grants revenue is forecast for 2021-22, primarily driven by
increases in GST revenue but partially offset by decreases in Australian Government capital
grants.
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Table 4.4 Grants revenue??

1. Numbers may not add due to rounding.
2. Amounts in this table may differ to those outlined in Chapter 10 due to different classification treatments.
3. Includes entitlements to payments associated with the ‘no worse off’ guarantee as part of the Australian
Government changes to the GST distribution.
4. Queensland Treasury estimates. Differs from Chapter 8 due to the inclusion of direct Australian
Government payments to Queensland agencies for Australian Government own purpose expenditure.

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Actual Est. Act Budget Projection Projection Projection
$ million $ million $ million $ million $ million $ million
Current grants
GST revenue grants® 12,761 14,809 15,616 16,399 17,164 18,016
gher Australian 12,726 13,556 13,453 14,231 14,981 15,209
overnment grants

Other grants and 313 318 296 298 339 304
contributions
Total current grants 25,800 28,684 29,364 30,928 32,484 33,528
Capital grants
Australian 1,805 2,865 2,538 2,546 2,840 2,791
Government grants
Other grants and 37 33 33 40 20 35
contributions
Total capital grants 1,841 2,899 2,571 2,585 2,860 2,826
Total Australian
Government 27,292 31,230 31,607 33,176 34,985 36,016
payments
Total grants 27,641 31,582 31,935 33,513 35,344 36,354
revenue
Note:

43.1 GST revenue

Improvements in the national GST pool, along with an increase in the state’s share of the pool,
have been the key drivers of stronger forecasts for Queensland’s GST revenue.

Following an 11 per cent decline in 2019-20, GST revenue is estimated to rebound 16 per cent in
2020-21, boosted by stronger than expected national household spending and dwelling
investment, as well as better than expected recovery of outstanding GST debt.

Queensland’s GST revenue is expected to grow 5.4 per cent in 2021-22 compared with 2020-21.
This increase in GST revenue is primarily due to:

e the Australian Government forecasting 4 per cent growth in GST for 202122, with receipts
consolidating at an elevated level following a 15.8 per cent rebound in 2020-21

¢ the Commonwealth Grants Commission recommending to the Australian Government that
Queensland should receive a larger share of GST.
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Average annual growth in GST revenue of 4.9 per cent is forecast across the 3 years ending
2024-25, in line with forecast growth in the national pool and reflecting solid increases in taxable
consumption nationally.

Revisions to the GST pool

The Australian Government’s national GST pool forecast was upgraded in the 2021-22 Federal
Budget, to be $26 billion higher across the 4 years to 2023-24 compared with 2020-21 Federal
Budget estimates.

For 2020-21, this reflected robust household consumption and dwelling investment as well as
better than expected recovery of outstanding GST debt.

From 2021-22 onwards, the Australian Government’s improved outlook for the national economy,
particularly taxable consumption, is expected to drive higher than previously expected GST
receipts.

Chart 4.9 compares GST revenue pool forecasts published in the 2020-21 and 202122 federal
budgets.

Chart 4.9 Australian Government forecast of national GST revenue pool
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GST — Queensland’s assessed fiscal capacity

In early-2021, the Australian Government accepted the CGC'’s recommendation that Queensland
requires a larger share of GST revenue in 2021-22 compared to 2020-21. The CGC's
recommendation was driven by a range of factors, including the following:

o Dbelow average growth in the value of property sales and higher growth in national land tax
revenue increased Queensland’s assessed needs

e anincrease in mining royalties for Western Australia led to a reduction in Queensland’s
relative capacity to generate mining revenue

e these changes were partly offset by revisions to state natural disaster relief expenses and
above average growth in Australian Government payments.

4.3.2 Australian Government payments

Australian Government payments to Queensland in 2021-22 are expected to total $31.607 billion,
representing an increase of $376 million (1.2 per cent) compared to payments in 2020-21. This
increase is driven by an $807 million (5.4 per cent) increase in GST revenue but is partially offset
by a $327 million (11.4 per cent) decrease in other Australian Government capital grants.

Chapter 8 provides a detailed overview of federal-state financial arrangements, including further
discussion of matters related to Queensland’s share of GST revenue and other Australian
Government payments to Queensland.

4.3.3 Other grants and contributions

Other grants and contributions are funds received from other state and local government
agencies, other bodies and individuals.

The main sources of contributions are those received from private enterprise and community
groups to fund research projects and community services and contributed assets and goods and
services received for a nominal amount. Contributions exclude Australian Government grants and
user charges.

Other grants and contributions comprise only a small share of total grant revenue (one per cent in
2021-22). Given the nature of these revenues, total revenue from other grants and contributions
is expected to be volatile across the forecast period.
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4.4 Royalty revenue

The state earns royalties from the extraction of coal, base and precious metals, bauxite,
petroleum and gas, mineral sands and other minerals. Royalties ensure some of the proceeds of
the extraction of non-renewable resources are returned to the community. Land rents are also
earned from pastoral holdings, and mining and petroleum leases.

There is a high degree of uncertainty associated with estimates of commaodity prices, which can
have significant impacts on royalty revenue. Risks to coal export volumes also have the potential
to impact royalty estimates, although changes to export volumes may in turn impact prices.
Specific risk factors are considered in developing forecasts and include the level of exposure of
mining operations to the risk of natural disasters and the timing of scheduled maintenance for the
rail network and ports.

The Revenue and Expense Assumptions and Sensitivity Analysis (Appendix C) outlines key
parameter assumptions, and the sensitivity of coal royalty estimates to individual changes in
price, volume and exchange rate parameters.

The COVID-19 pandemic saw an unprecedented downgrade to the outlook for global economic
growth in a short period of time. It also resulted in reduced demand and substantially lower prices
for key commodities, including coal and oil, to which LNG prices are linked. The impacts on
expected royalties and land rents are detailed in Table 4.5.

Table 4.5 Royalties and land rents!
2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Actual Est. Act Budget Projection Projection Projection

$ million $ million $ million $ million $ million $ million

Coal 3,517 1,745 2,048 2,550 2,778 2,943
Petroleum? 466 298 632 551 618 625
Other royalties® 549 479 487 466 485 480
Land rents 154 146 174 177 179 182
Total royalties 4,686 2,667 3,341 3,743 4,060 4,229

and land rents

Notes:

1. Numbers may not add due to rounding.
2. Includes liquefied natural gas (LNG).
3. Includes base and precious metal and other mineral royalties.
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Royalty revenues are estimated to fall 44.4 per cent in 2020-21, largely due to lower coal and oil
prices and a moderation in coal export volumes. However, royalty revenue is forecast to partially
rebound (by 25.6 per cent) in 2021-22, reflecting the expected improvement in global economic
activity, as well as the impact of the new volume-based petroleum royalty model, before easing to
more moderate growth in subsequent years.

While total royalties are expected to improve over the forecast period, coal export volumes are
likely to be lower than previously expected amid ongoing Chinese import restrictions. Royalties
are also expected to be negatively impacted by the higher Australian dollar.

4.4.1 Coal royalties

A large proportion of Queensland’s royalties and land rents comes from coal mining and the
majority of this revenue is attributable to the hard coking coal used in global steel production.

The lower level of total royalties collected from thermal coal mining reflects the smaller volume of
this type of coal mined in Queensland, the lower values per tonne of thermal coal and the 3-tiered
coal royalty rate system, where lower value coal is subject to a lower average royalty rate.

Coal royalties are expected to total $1.745 billion in 2020-21, 50.4 per cent lower than in
2019-20 but 6.2 per cent higher than forecast at the 2020-21 Budget. The decline was driven by
significant falls in both prices and volumes of Queensland coal exports. On a year-average basis,
the premium hard coking coal price is estimated to decrease by 23.3 per cent in 2020-21, to
US$116 per tonne, while crown! export coal tonnages are expected to be around 9.9 per cent
lower.

The fall in coal prices and volumes reflects weaker global economic growth, which was
exacerbated significantly by the COVID-19 pandemic. Import restrictions from China have also
weighed on Australian seaborne coking coal prices, while the impact on volumes will depend on
how long the restrictions remain in place and how much supply will be taken up by other
countries.

Coal royalty revenue is forecast to rebound in 2021-22, (growing by 17.4 per cent compared to
2020-21), largely reflecting a 11.7 per cent increase in hard coking coal prices (to US$130 per
tonne). However, the extent of this rebound in coal royalties and the subsequent outlook
continues to be subdued and subject to substantial uncertainty given the ongoing concerns about
China’s restrictions on importing Australian coal.

Revenue is forecast to grow by 24.5 per cent in 2022—-23, with crown export coal tonnages
forecast to rebound by 10.8 per cent and coal prices expected to gradually improve. This largely
reflects the continued recovery in global economic activity from the COVID-19 pandemic and the
return of demand from China post 2021-22, albeit at subdued levels.

! Excludes coal where royalties are not paid to the Queensland Government, that is, private royalties. This will not align with Chapter 2 nor Chart 4.10, both
of which include private royalties.
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Queensland’s export earnings are expected to improve as the global economy continues to
recover from the COVID-19 pandemic, increasing demand and prices for Queensland’s coal
exports. As a result, prices are expected to move back towards a longer-term price of around
US$145/t and growth in export tonnages is forecast to moderate to 5.9 per cent in 2023-24 and
4.7 per cent in 2024-25.

Coal royalty revenue is forecast to grow by 9 per cent in 2023-24, and 5.9 per cent in 2024-25 as
both coal export prices and volumes recover.

Despite the recovery, Queensland’s coal exports are expected to remain below 2019-20 levels
until 2023-24 and coal royalties remain well below the level they reached in 2019-20. Chart 4.10
shows total coal export forecasts compared to the 2020-21 Budget outlook.

Chart 4.10 Export coal tonnages?
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Note:
1. Includes coal exports where royalties are not paid to the government, i.e. private royalties. This will not align
with tonnages presented in Appendix C which exclude private royalties.

Source: Unpublished ABS trade data and Queensland Treasury

Chart 4.11 shows coking coal price forecasts compared to the 2020-21 Budget outlook and
average quarterly price forecasts from the latest Consensus Economics forecasts. This shows
that the hard coking coal price forecasts underpinning the economic and revenue outlook are
broadly similar to the latest Consensus Economics forecasts.
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Chart 4.11 Coking coal price forecasts by iteration
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An ongoing risk to coal export volumes over the medium to longer term is that Japan and South
Korea have committed to achieving net zero CO2 emissions by between 2050 while China has
committed to achieve this by 2060. This may lead to an earlier reduction in thermal coal
consumption in these countries than previously expected. In addition, South East Asia is
generally moving away from coal fired power due to limited finances to fund coal fired power
projects.

4.4.2 Petroleum royalties

Compared to coal, petroleum royalties make up a smaller share of total royalties, though
petroleum royalties have grown strongly as the export industry matured.

Qil prices factor strongly into petroleum royalty forecasts. Most of the LNG produced in
Queensland is sold under long-term contracts linked to oil prices, while the production level of the
3 major LNG plants is expected to be relatively stable across the forward estimates.

In 2020-21, revenue from petroleum and gas royalties are estimated to total $298 million,
36.1 per cent lower than 2019-20 and 3.1 per cent lower than forecast at the 2020-21 Budget.

While LNG export volumes were largely unaffected by the COVID-19 crisis, the pandemic led to a
sharp fall in global oil prices. This materially impacted LNG values in 2020-21 and, therefore, led
to a reduction in petroleum and gas royalties.
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Production cuts by global oil producers have seen oil prices rise to above US$70/barrel, which
should see the price (and value) of Queensland’s LNG exports rebound throughout 2021. As a
result, petroleum royalties are expected to rebound in 2021-22, growing by 112 per cent. This
also reflects 2021-22 being the first full year under the new volume-based royalty model, which
replaced the previous wellhead model in October 2020.

Major oil producers are expected to increase global oil supply throughout 2021, which is expected
to put downward pressure on oil prices. As a result, petroleum royalties are forecast to decline by
12.8 per cent in 2022-23.

Following this, oil prices are expected to gradually return to US$60/barrel by June 2023 as
demand continues to recover. As a result, petroleum royalties are forecast to grow by
12.2 per cent in 2023-24, and then 1.2 per cent in 2024-25.

4.4.3 Other royalties

Other royalties include revenue from metals mined in Queensland such as copper, lead and zinc,
and other minerals including bauxite.

Revenue from other royalties is estimated to total $479 million in 2020-21, 12.8 per cent lower
than 2019-20. This reduction reflects collections returning to normal levels following additional
compliance activities undertaken in 2019-20. This was partially offset by reassessment activities
undertaken in late 2020 which increased revenue across metal and mineral royalty lines.

Revenue from other royalties is expected to be volatile over the forecast period, growing by

1.8 per cent in 2021-22, declining 4.4 per cent in 2022—-23, growing 4 per cent in 2023-24, and
declining 1.1 per cent in 2024—25. This volatility largely reflects differences in the expected
production profiles across minerals and the extent to which some miners are eligible for the
mineral processing discount.

444 Land rents

Revenue from land rents derived from mining and petroleum leases and pastoral holdings are
estimated to total $146 million in 2020-21, a decline of 5.2 per cent compared with 2019-20. This
decline is primarily driven by the write down in revenue from rents during the COVID-19 crisis due
to the government’s relief measures.

Revenue from land rents are expected to rebound in 2021-22 and grow by 19.5 per cent, driven
by the expected recovery in the economy, as well as a tapering of drought relief rental deferrals
due to improved La Nifa related weather conditions.

Revenue from land rents are then expected to grow by 1.4 per cent per annum over the 3 years
ending 2024-25.
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4.5 Sales of goods and services

Sales of goods and services revenue comprises the cost recovery from the Queensland
Government providing goods or services. Table 4.6 provides a breakdown of the categories of
goods and services captured in terms of these revenues.

Table 4.6 Sales of goods and services!

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Actual Est. Act. Budget Projection  Projection Projection
$ million $ million $ million $ million $ million $ million

Fee for service 2,215 2,532 2,648 2,530 2,594 2,523
activities
Public transport:
South East 289 221 346 376 414 414
Queensland
Rent revenue 583 511 554 574 596 607
Sale of land 34 61 82 112 63 51
inventory
Hospital fees 689 879 894 904 913 923
Transport and traffic 471 486 510 529 543 560
fees
Other sales of | 1,338 1,378 1,028 1,066 1,242 1,130
goods and services
Total 5,618 6,068 6,062 6,091 6,365 6,209

Note:
1. Numbers may not add due to rounding.

The government provides concessions in the form of discounts, rebates and subsidies to improve
access to and the affordability of a range of services for individuals or families, based on eligibility
criteria relating to factors such as age, income and special needs or disadvantage. The
Concessions Statement (Appendix A) provides details of the concession arrangements provided
by the Queensland Government.

45.1 Fee for service activities

Examples of major items of fee for service activities across the General Government Sector
include:

e recoverable works carried out by the Department of Transport and Main Roads and the
commercialised arm of the department

e fees charged by Technical and Further Education (TAFE) colleges

e fees charged by CITEC to commercial clients for information brokerage services.
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4.5.2 Other sales of goods and services

As shown above in Table 4.6, revenue is also raised from a variety of other types of sales of
goods and services. These include revenue from public transport ticketing arrangements, rent or
lease of government property, hospital fees, transport and traffic fees, title registration fees and
other licences and permits.

4.6 Interest income

Interest income primarily comprises interest earned on investments, including those held to
support debt, superannuation and insurance liabilities.

Interest income is estimated to account for 4 per cent of total General Government Sector
revenue in 2021-22.

Interest income is forecast to increase across the forward estimates, benefiting from increases in
investments being made as part of the Queensland Future Fund (QFF) — Debt Retirement Fund
(DRF) initiative and other funds (this is discussed in more detail in Chapters 3 and 6).

4.7 Dividend and income tax equivalent income

Dividend and income tax equivalent income accounts for 1.8 per cent of total General
Government Sector revenue in 2021-22.

Revenue from dividend and income tax equivalent income is estimated to total $916 million in
2020-21, $1.013 billion (52.5 per cent) lower than in 2019-20, and $264 million (22.4 per cent)
lower than expected at the 2020-21 Budget. These movements are primarily due to decreases in
earnings from the electricity generation sector, driven by lower wholesale electricity prices.

Dividend and income tax equivalent incomes are forecast to increase by 24.7 per cent in
2021-22, but then forecast to decline by 6.1 per cent in 2022-23, 10.2 per cent in 2023-24 and
2.6 per cent in 2024-25. The declines in dividend and income tax equivalent incomes from
2022-23 primarily reflect lower forecast profits in the electricity generation sector, with the entry of
renewables boosting supply into the grid and keeping downward pressure on wholesale electricity
prices.

Trends in dividends and income tax equivalent income are discussed in more detail in
Chapter 10.
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4.8 Other revenue

Other revenue, including royalty revenue, accounts for 7.2 per cent of total General Government
Sector revenue in 2021-22 (see Table 4.7). Royalties and land rents account for 5.2 per cent of
revenue in 2021-22 and are discussed in detail in Section 4.4.

The major fines and infringements included in this category are primarily issued by the
Queensland Police Service and include fixed and mobile camera offences, speeding and tolling
offences.

Revenue from fines and forfeitures is estimated to grow by 5.3 per cent in 2020-21, following a
decline of 11.3 per cent in 2019-20. This rebound is partially due to full year operation of mobile
cameras compared to 2019-20, when operations were shut down or reduced over a number of
months. The lower base in 2019-20 also likely reflects less traffic on the roads in the last quarter
due to COVID-19, delays in the introduction of new cameras and the infringement rate being less
than anticipated.

Revenue from fines and forfeitures is forecast to grow by 39.3 per cent in 2021-22, partly driven
by the introduction of new cameras that detect use of mobile phones and if seat belts are being
worn. Revenue is forecast to grow by 7.9 per cent in 2022-23, driven by the planned rollout of
additional cameras, and then remain stable in 2023-24 and 2024-25, growing by 2.5 per cent
and 0.2 per cent, respectively.

Revenue not elsewhere classified includes assets contributed to the state and payments received
for works delivered on behalf of government-owned corporations.

Table 4.7 Other revenue?

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25

Actual Est. Act. Budget Projection Projection  Projection
$ million $ million $ million $ million $ million $ million
feec;?t/gltles and land 4,686 2,667 3,341 3,743 4,060 4,229
Fines and forfeitures 406 427 595 643 659 660
Revenue not 823 929 652 660 664 668
elsewhere classified
Total other revenue 5,915 4,023 4,589 5,046 5,383 5,557

Note:

1. Numbers may not add due to rounding.
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Box 4.4 SPER improved debt collection

In September 2020, the Palaszczuk Government announced the Debt Recovery and Compliance
Program. The program is a package of increased revenue compliance and collection measures
to raise an additional $488.1 million by 30 June 2024 at a cost of $74.95 million. The program will
increase proactive debt management by the State Penalties and Enforcement Registry (SPER)
as well as increase audits and investigations for taxation and royalties.

Queenslanders have every right to expect that people pay their fines and SPER plays a critical
role in upholding the integrity of the justice system by ensuring penalty debts are paid.

The key SPER initiatives and outcomes delivered to date under the program are outlined below.

e Since opening in January 2021, the new Debt Management Centre (DMC) at Ipswich has
contributed significantly to the increase in the monthly value of debt collected by SPER in the
3 months to the end of May 2021. Monthly SPER collections averaged $26 million during this
period compared with an average of $22 million in the preceding 6 months.

e In 2020-21 to 30 April 2021, increased SPER field enforcement activities have collected
approximately $12 million in payments compared to $3.7 million in 2019—-20. These
enforcement activities include driver licence suspension, vehicle immobilisation, and the
seizure and sale of vehicles.

e In May 2021, SPER commenced regional field enforcement campaigns with uniformed
enforcement teams targeting debtors across the state who refuse to pay their SPER debts.
Previous field enforcement activities had been limited to South East Queensland and are
now being extended across the state.

e Arenewed focus is also being given to collection of debts by full payment (rather than by
instalment or other arrangement), with positive results being $142.8 million in payments in
2020-21 to 31 May 2021 compared with $136.6 million in the same period in 2019-20.
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5

Expenses

Features

In the 2021-22 Queensland Budget, the Queensland Government continues to provide
targeted expense measures in response to the on-going effects of the pandemic as well as
pivoting to support longer-term recovery under the Queensland Government’s

Economic Recovery Plan.

General Government Sector expenses are expected to increase in 2021-22 reflecting the
need for a continued strong health response to the COVID-19 pandemic and support to
drive economic growth and jobs.

Expenses for 202122 are estimated to be $67.148 billion, an increase of $2.949 billion
from 2020-21. The increase partly reflects Queensland’s continued health response to the
COVID-19 pandemic including fever clinics, contact tracing, compliance and quarantine
activities and the vaccination program together with additional jobs and industry support
initiatives to assist economic recovery. Student enrolment growth and demand for health
services also contribute to higher expenses in 2021-22.

Beyond 2021-22, growth in General Government Sector expenses is expected to
moderate to sustainable levels over the longer term as the need for government support
tapers as the economy recovers.

Total expenses are projected to grow at an average annual rate of 2.3 per cent over the
4 years to 2024—25. Revenue is expected to grow at an average annual rate of
3.9 per cent over the same period.

The Queensland Government’s Savings and Debt Plan, announced on 9 July 2020,
targeted savings of $3 billion over 4 years to 2023-24. Savings of $750 million in
2020-21 have been achieved under the Savings and Debt Plan. Workstreams established
under the Savings and Debt Plan are continuing to identify cross-government savings
opportunities and will support agencies to achieve remaining savings through to 2023—-24.

In 2021-22, the major areas of expenditure are in the key frontline services of health and
education, which together constitute approximately 56.6 per cent of General Government
Sector expenses.

This chapter provides an overview of General Government Sector expenses for the forecast
2021-22 Budget year and projections for 2022—-23 to 2024—25. The forward estimates are based
on the economic projections outlined in Chapter 2.

5.1

2020-21 estimated actual

General Government Sector expenses in 2020-21 are estimated to be $64.199 billion,
$682 million lower than the 2020-21 Queensland Budget.
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The decrease in expenses since the 2020-21 Budget is largely driven by:

lower than projected costs related to COVID-19 health response, some of which will be

delivered in 2021-22

lower interest expenses resulting from reduced borrowing requirements due to stronger
taxation and GST revenue than previously forecast and lower than expected interest rates in

the second half of 2020-21

timing of expenditure under various grant programs including natural disaster expenditure

actuarial adjustments for the state’s Defined Benefit Superannuation Scheme.

These expenses were partly offset by the Australian Government’s advance payment of financial
assistance grants to local governments in 2020-21 for the 2021-22 financial year.

5.2

Table 5.1 General Government Sector expenses!

2021-22 Budget and outyears

2019-20 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Est. Act. Budget Projection  Projection  Projection
$ million $ million $ million $ million $ million $ million
Employee expenses 25,660 26,284 27,474 28,598 29,337 30,344
Superannuation
interest costs 354 246 373 398 400 393
Other superannuation
expenses 3,183 3,116 3,156 3,234 3,307 3,355
Other operating
expenses 17,087 17,102 17,963 17,273 17,614 17,576
Depreciation and
amortisation 4,033 4,234 4,356 4,509 4,677 4,829
Other interest
expenses 1,486 1,567 1,667 1,880 2,085 2,241
Grants expenses 11,695 11,649 12,160 12,260 11,957 11,476
Total Expenses 63,498 64,199 67,148 68,151 69,376 70,214
Note:

1. Numbers may not add due to rounding.

General Government Sector expenses of $67.148 billion in 2021-22 represent an increase of
$2.949 billion (or 4.6 per cent) over the 2020-21 estimated actual. Key initiatives contributing to
the growth in expenditure in 2021-22 include:

continuation of the government’s COVID-19 response including fever clinics, contact tracing
and testing capability, the vaccination program, compliance activities, facilitation of
guarantine in government-arranged accommodation and COVID-19 call centres telephone
support for people in mandatory hotel quarantine
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e Queensland Health’s performance stabilisation measures to address pressures in emergency
patient flow through our public hospitals, elective surgery and specialist outpatient waitlists
and the opening of the Nambour Hospital Redevelopment

e student enrolment growth and increased funding under the National School Reform
Agreement and associated Bilateral Agreement

e creation of the Industry Partnership program (as part of the Queensland Jobs Fund)
e provision of ongoing funding for the Skilling Queenslanders for Work initiative

e additional funding for the Housing and Homelessness Action Plan and the establishment of a
Housing Investment Fund, with its returns used to drive new supply to support current and
future housing needs

e increased funding for youth justice.

5.3 Expenses by operating statement category

As outlined in Chart 5.1, the largest expense categories in the General Government Sector in
2021-22 are employee and superannuation expenses (46.2 per cent). Other operating expenses
(26.8 per cent) follows, reflecting non-labour costs of providing goods and services to government
and non-government recipients including transport service contract payments and repairs and
maintenance.

Chart 5.1 Expenses by operating statement category, 2021-22
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Chart 5.2 identifies the growth in expenses in each operating statement category between the
2020-21 Budget and the 2021-22 Budget. The largest increases in 2021-22 are in employee
expenses, reflecting workforce requirements to meet the ongoing demand for frontline hospital
and health services and school enrolment growth, and other operating expenses driven by
COVID-19 response activities.

Chart5.2  Growth in expenses by operating statement category — 2020-21 Budget to
2021-22 Budget
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5.3.1 Employee expenses

Employee expenses include salaries and wages, annual leave and long service leave.

In 2021-22, employee expenses are expected to be $27.474 billion, $1.189 billion or 4.5 per cent
higher than the 2020-21 estimated actual. This reflects the increase in key frontline service areas
of health and education due to demand for health services, and student population growth.

In the 2020-21 Budget the government implemented a wage deferral of scheduled increases in
General Government sector wages from 2020-21 into the following 2 years to partly offset the
impact of its COVID-19 measures. Employee expenses are estimated to increase

4.5 per cent in 2021-22 and 4.1 per cent in 2022-23 reflecting the deferred wage increases and
the additional activity in response to the COVID-19 pandemic.

Employee expenses growth over the 4 years to 2024-25 is broadly in line with population growth
and government election commitments towards supporting frontline services.
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Full-time equivalents

The government is delivering on its commitment to revitalise frontline service delivery. This has
contributed to full time equivalents (FTE) increasing 34,357 (or 17.26 per cent) from 2014-15 to
2020-21.

Between March 2015 and March 2021

e teachers increased by 5,662 (or 13.45 per cent)

e teacher aides increased by 1,431 (or 15.35 per cent)

e nurses increased by 8,407 (or 30.11 per cent)

e health practitioners increased by 4,291 (or 43.43 per cent)
e doctors increased by 2,841 (or 35.83 per cent)

o ambulance officers increased by 858 (or 23.11 per cent)

e police officers increased by 728 (or 6.48 per cent)

o firefighters increased by 172 (or 7.16 per cent).

As at March 2021, around 91.57 per cent of public servants were engaged in frontline and
frontline support roles.

FTEs are estimated to increase by around 3,797 in 2021-22, driven principally by increases in
health, education and other frontline services like police, child safety and QBuild.

The government is also committed to ensuring that public service staff are located where they are
needed in the community. Around 47 per cent of FTEs are located outside Greater Brisbane, of
which around 96 per cent are engaged in frontline and frontline support roles. Regional Action
Plans show increases in key service delivery occupations across the regions.
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Box 5.1 Public sector FTE management

In accordance with the Savings and Debt Plan, the Queensland public sector continues to
actively manage its workforce to ensure limited increases in the overall public sector FTE cap.

This includes measures such as prioritising non-frontline recruitment within the existing public
sector workforce to prevent unnecessary workforce growth and managing a natural reduction
in the senior executive service cohort.

In the 2021-22 Budget, the government has established a whole-of-government pool of
unallocated FTEs (the Pool), to resource approved priority functions where they cannot be
resourced from within an agency’s existing FTE levels. Unallocated FTE positions for the Pool
have been sourced from existing agency allocations where they were not being utilised. This
Pool will assist the government to continue to prioritise its resources, including to new priority
functions, while limiting increases in overall public sector FTE levels.

The Pool will be managed by the Public Service Commission in partnership with Queensland
Treasury and the Department of the Premier and Cabinet.

Public sector workforce information is published bi-annually by the Public Service
Commission.

The Public Service Commission publishes a bi-annual Queensland Public Sector Workforce
Profile. The March 2021 update reports 235,447.72 full-time equivalents, an increase of 1,305.23
FTEs across the public sector workforce since September 2020. The increase reflects growth of
1,803.08 FTE frontline and frontline support roles and a reduction of 497.85 FTE non-frontline
roles. The reporting basis used by the PSC reflects FTEs paid at a certain date. FTEs reported in
Table 5.2 reflects approved funded FTE positions.
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Table 5.2 Funded Controlled FTE positions by Department?

20?0—21 20?0—21 2021-22
Adjusted Estimated Budaet
Budget? Actuals 9

Agriculture and Fisheries 2,115 2,118 2,108

Children, Youth Justice and Multicultural Affairs 5,121 5,162 5,286

Communities, Housing and Digital Economy 3,985 3,985 3,590

Education 75,334 75,170 75,706

Electoral Commission of Queensland 76 76 76

Employment, Small Business and Training 4,542 4,567 4,576

Energy and Public Works 1,707 1,708 2,319

Environment and Science 2,867 2,861 2,841

Justice and the Attorney-General 3,645 3,654 3,628

Office of the Inspector-General of Emergency Management 22 22 22

Premier and Cabinet 457 456 455

Public Safety Business Agency 1,019 1,019 0

Public Service Commission 63 65 64

Queensland Audit Office 191 191 191

Queensland Corrective Services 6,245 6,255 6,599

Queensland Fire and Emergency Services 3,516 3,516 3,788

Queensland Health 96,939 96,939 99,266

Queensland Police Service 15,956 15,956 17,031

Queensland Treasury 1,111 1,227 1,213

Regional Development, Manufacturing and Water 526 575 586

Resources 1,553 1,556 1,535

Seniors, Disability Serwces, and Aboriginal and Torres Strait 1,095 1,998 1,061

Islander Partnerships

State .Development, Infrastructure, Local Government and 1,029 973 973

Planning

The Public Trustee of Queensland 637 637 637

Tourism, Innovation and Sport 466 475 467

Transport and Main Roads 7,512 7,512 7,512

Whole-of-Government unallocated FTE pool® 40

Total 238,629 238,673 242,470

Notes:

1. Explanations of variations in departmental FTEs can be found in the Service Delivery Statements (SDS).
Departmental totals may include multiple tables from SDS, due to separate FTE tables being provided for
Departmental service areas and Commercialised Business Units.

2. Adjusted Budget reflects movements of FTEs following Machinery of Government changes only.

3. The total 2021—22 Budget includes an additional 40 FTEs held in the newly established
whole-of-government unallocated FTE Pool. Refer to Box 5.1.
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5.3.2 Superannuation expenses

The superannuation interest cost represents the imputed interest on the government’s accruing
defined benefit superannuation liabilities.

In determining the state’s defined benefit superannuation liabilities, Australian Accounting
Standards Board (AASB) 119 Employee Benefits requires the discounting of future benefit
obligations using yield rates on government bonds net of investment tax. Interest costs are
calculated on a net liability approach by applying the discount rate to both the gross liability and
superannuation plan assets.

Superannuation interest costs are dependent on the applicable discount rates at the beginning of
the year. Rates declined in 2019-20 resulting in lower superannuation interest costs in 2020-21.

Bond yields are forecast to rise over the forward estimates increasing superannuation interest
costs by $127 million in 2021-22. The impact on superannuation interest costs from rising
government bond yields in the later part of the forward estimates is largely offset by the effect of a
declining defined benefit superannuation liabilities. The obligations of the defined benefit scheme,
which is closed to new members, will decline over time as members leave.

Other superannuation expenses represent employer superannuation contributions to
accumulation superannuation and the current service cost of the state’s defined benefit obligation
(or the increase in the present value of the defined benefit obligation resulting from employee
service in the current period).

5.3.3 Other operating expenses

Other operating expenses comprise the non-labour costs of providing goods and services
including services to government and non-government organisations, repairs and maintenance,
consultancies, contractors, electricity, communications and marketing.

In 2021-22, other operating expenses are expected to be $17.963 billion, an increase of
$861 million, or 5 per cent, higher compared to the 2020-21 estimated actual.

The increase in other operating expenses is driven mainly by:

e the continuation of the government’s COVID-19 response, in particular facilitation of
guarantine in government-arranged accommodation

e the ramp up of works under the Cross River Rail project.
Other operating expenses are expected to decline in 2022—-23 as the need for the government’s

COVID-19 health response tapers and Cross River Rail works reduce as the project gets closer to
completion.

5.3.4 Depreciation and amortisation

Depreciation and amortisation expenses is an estimate of the progressive consumption of the
state’s assets through normal usage, wear and tear and obsolescence. Growth in this expense
category primarily reflects the increasing investment in state infrastructure and asset revaluations.
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Depreciation expenses have increased in all years of the forward estimates as the General
Government Sector capital program rolls out.

5.3.5 Other interest expenses

Other interest expenses include interest paid on borrowings, finance leases and similar
arrangements to acquire capital assets and infrastructure such as roads and government
buildings.

Other interest expenses are estimated to increase $100 million in 2021-22 to $1.667 billion
compared to $1.567 billion in 2020-21.

Interest costs have fallen in both 2020-21 and 2021-22 compared to the 2020-21 Budget due to
improvements in the fiscal position.

Interest expenses across the forward estimates remain below the peak of $2.328 billion in
2014-15.

5.3.6 Grants expenses

Current grants include grants and subsidies to the community (such as non-state schools,
hospitals, benevolent institutions and local governments) and personal benefit payments.
Community Service Obligations are provided where Public Non-financial Corporations (PNFCs)
are required to provide non-commercial services or services at non-commercial prices for the
benefit of the community (for further details refer to Chapter 9).

Capital grants also represent transfers to the PNFC Sector, local governments, not-for-profit
institutions and other non-government entities, such as business and households (including the
Queensland First Home Owner’s Grant and non-state schools) for capital purposes.

Table 5.3 provides a breakdown of grants by category and recipient type.
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Table 5.3 Grant expenses!

2019-20 2020-21 2021-22
Outcome Est. Act. Budget
$ million $ million $ million
Current
Grants to local government 696 873 653
Grants to private and not-for-profit organisations
State funding for non-state schools 712 760 790
Australian Government funding for non-state schools 3,152 3,124 3,472
Other 2,297 2,067 2,065
Grants to other sectors of government
Community service obligations to PNFCs 508 475 538
Other payments to PNFCs 50 52 89
Other (includes payments to NDIA) 1,580 1,988 2,055
Other 969 514 366
Total current grants 9,964 9,854 10,028
Capital
Grants to local government 1,070 1,070 1,447
State funding for non-state schools 100 101 117
Grants to private and not-for-profit organisations 430 418 379
Payments to PNFCs 33 30 50
Queensland First Home Owners’ Grants 96 172 123
Other 2 5 16
Total capital grants 1,731 1,796 2,132
Total current and capital grants 11,695 11,649 12,160

Note:
1. Numbers may not add due to rounding.

In 2020-21, grant expenses are estimated to total $11.649 billion, $46 million lower than
2019-20. The relatively flat growth in grants expenses in 2020-21, despite an increase in grants
to the National Disability Insurance Agency (NDIA), is mainly due to the immediate stimulus
provided in the wake of the COVID-19 crisis. In 2019-20, significant stimulus was provided to
businesses through payroll tax and land tax rebates and electricity rebates for small businesses.

In 2021-22, total grant expenses are estimated to be $12.160 billion, $511 million higher than
2020-21. This increase is mainly due to:

higher Australian government grants on-passed to non-government schools

funding for the new Industry Partnership Program (under Queensland Jobs Fund) to boost

Queensland’s industry footprint

funding for job creation programs including Back to Work, Works for Queensland and South

East Queensland Community Stimulus Program
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Higher grants in 2021-22 are partly offset by the Australian Government again making advance
payment of the 2021-22 Financial Assistance Grants to local councils in 2020-21.

54 Operating expenses by purpose

Chart 5.3 indicates the proportion of expenditure by major purpose classification for the
2021-22 Budget. Health accounts for the largest share of expenses (31.6 per cent) followed by
Education (25 per cent).

The COVID-19 pandemic has resulted in a significant increase in health expenditure in 2021-22,
increasing the function’s relative percentage of total General Government Sector expenses
comparative to most other expenditure classification by purpose.

Chart 5.3 General Government Sector expenses by purpose, 2021-22
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9.5 Departmental expenses

Data presented in Tables 5.4 and 5.5 provide a summary drawn from financial statements
contained in the Service Delivery Statements (SDS). Further information can also be obtained
from departmental SDS.
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Table 5.4 Departmental controlled expenses?

2020-21 2021-22
Est. Act. Budget
$ 000 $ 000
Agriculture and Fisheries 577,544 522,630
Children, Youth Justice and Multicultural Affairs 1,821,609 1,858,075
Communities, Housing and Digital Economy? 2,164,056 1,862,127
Education 10,270,294 11,009,676
Electoral Commission of Queensland 86,335 28,925
Employment, Small Business and Training® 1,397,075 1,268,358
Energy and Public Works? 516,323 957,731
Environment and Science? 858,965 832,270
Health Consolidated* 20,459,668 20,884,953
Inspector-General of Emergency Management 4,724 4,844
Justice and Attorney-General® 757,358 826,708
Legislative Assembly 106,541 106,322
Office of the Governor 7,429 8,328
Office of the Ombudsman 9,105 9,505
Premier and Cabinet 108,352 109,164
Public Safety Business Agency (abolished 1 July 2021) 305,107 .
Public Service Commission 14,217 15,169
Queensland Audit Office 44,906 44,930
Queensland Corrective Services 1,060,019 1,092,256
Queensland Fire and Emergency Services 949,288 800,192
Queensland Police Service 2,663,631 2,700,738
Queensland Treasury 624,553 510,157
Regional Development, Manufacturing and Water? 136,549 186,989
Resources? 383,160 335,850
iggﬁéﬁ;ﬁ@bmty Services and Aboriginal and Torres Strait Islander 364,289 311,455
State Development, Infrastructure, Local Government and Planning? 479,643 751,877
The Public Trustee of Queensland 88,453 88,772
Tourism, Innovation and Sport? 412,332 392,254
Transport and Main Roads 6,710,516 6,931,191
Total expenses 53,382,041 54,451,446

Notes:

late 2020.

1. Total expenses by department do not equate to total General Government Sector expenses in Uniform
Presentation Framework (UPF) terms reported elsewhere in the Budget Papers as General Government
Sector expenses include a wider range of entities including state government statutory authorities. In
addition, transactions eliminated between entities within the General Government Sector are excluded in
the preparation of whole-of-government UPF financial statements.

2. Department expenses in 2020-21 are impacted by Machinery of Government changes which occurred in
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3. Decrease from estimated actuals to Budget is mainly due to the cessation of time-limited funding in
response to COVID-19, including the Small Business COVID-19 Adaption Grants.
4. This represents Health Consolidated in the Service Delivery Statement, which consolidates Queensland
Health controlled, the Hospital and Health Services, and Queensland Ambulance Service.

Table 5.5 Departmental administered expenses!

2020-21 2021-22
Est. Act. Budget
$ 000 $ 000
Agriculture and Fisheries 64,306 57,827
Children, Youth Justice and Multicultural Affairs 16,652 1,139
Communities, Housing and Digital Economy? 141,873 197,373
Education 4,168,282 4,620,350
Energy and Public Works? 267,996 545,811
Environment and Science? 75,922 .
Health Consolidated?3 69,774 77,216
Justice and Attorney-General 685,608 476,616
Premier and Cabinet 148,324 167,549
Queensland Police Service 725 .
Queensland Treasury 6,620,240 6,428,842
Regional Development, Manufacturing and Water 30,695 37,205
Resources? 260,883 57,996
igﬁf:;ﬁ;abmty Services and Aboriginal and Torres Strait Islander 2,450,503 2,434,745
State Development, Infrastructure, Local Government and Planning 886,257 1,069,112
The Public Trustee of Queensland 759 774
Tourism, Innovation and Sport? 148,766 126,559
Transport and Main Roads 71,149 109,746
Total expenses 16,108,714 16,408,860

Notes:

the preparation of whole-of-government UPF financial statements.

late 2020.

1. Total expenses by department do not equate to total General Government Sector expenses in Uniform
Presentation Framework (UPF) terms reported elsewhere in the Budget Papers as General Government
Sector expenses include a wider range of entities including state government statutory authorities. In
addition, transactions eliminated between entities within the General Government Sector are excluded in

2. Department expenses in 2020-21 are impacted by Machinery of Government changes which occurred in

3. This represents Health Consolidated in the Service Delivery Statement, which consolidates Queensland
Health controlled, the Hospital and Health Services, and Queensland Ambulance Service.
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6

Balance sheet and cash flows

Features

General Government Sector net debt at 30 June 2021 is forecast to be nearly $10 billion
lower than anticipated at the time of the 2020-21 Queensland Budget. This is primarily due
to faster than anticipated improvements in the domestic and national economies leading to
a softer impact on gross borrowing requirements, and the contributed valuation for the
Titles Registry, being greater than anticipated.

Net debt in the General Government Sector is expected to be considerably lower in every
year of the forward estimates compared to estimates in the 2020-21 Budget and is
projected to be $42.573 billion by 30 June 2025. By 2023-24, Queensland'’s forecast net
debt of $39.019 billion compares favourably to Victoria’s projected net debt of

$138.35 billion and $96.675 billion for New South Wales.

As the state continues its economic recovery, debt will continue to grow over the forward
estimates, but at much lower levels than anticipated in the 2020—21 Budget.
Notwithstanding this improvement, debt will remain higher than it was pre-pandemic.

The Queensland Future Fund (QFF) — Debt Retirement Fund (DRF) is on track to be
funded with contributions totalling $7.7 billion by 30 June 2021. In addition, the government
is retaining approximately $1.8 billion from the transfer of the Titles Registry to support
long-term government priorities to: drive new supply to support current and future housing
need; support Path to Treaty action; and create a sustainable funding source for the
existing Land Restoration Fund (LRF) to leverage private finance and investment and
support financially sustainable carbon markets. The original investment to support the
initiatives will remain intact to deliver sustainable and ongoing returns.

The government is committed to maintaining a $52.216 billion 4-year infrastructure
program over the forward estimates to 2024—25. The profile of the capital program over the
forward estimates reflects the government’s economic response to the pandemic and its
focus on maintaining a sustainable program of works through to 2024-25. Over the

10 years to 2024-25, the government will have supported over $110 billion in infrastructure
works.

The Non-financial Public Sector (NFPS) capital program for the period 2021-22 to
2024-25 comprises $43.892 bhillion of purchases of non-financial assets (PNFA) and
$6.29 hillion of capital grant expenses as well as acquisitions of non-financial assets under
finance leases and similar arrangements of $2.034 billion.

With the Queensland economy rebounding faster than previously forecast, positive NFPS
operating cash flows of $18.725 billion are projected from 2021-22 to 2024—25. This will
contribute to job creating infrastructure by partially funding the expected $43.893 billion of
PNFA over the same period.

The government will provide a further $1.5 billion to the Queensland Renewable Energy
and Hydrogen Jobs Fund for government investments in commercial renewable energy
and hydrogen projects. This brings the total investment in the fund to $2 billion, with

$1 billion of this funding to be delivered between 2021-22 and 2024-25.
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6.1 Overview

The balance sheet shows the projected assets, liabilities and net worth of the General
Government Sector as at 30 June each year. A strong balance sheet provides the government
with the ability to respond to financial and economic shocks, such as those brought about by the
COVID-19 pandemic and natural disasters.

By leveraging the state’s balance sheet in a fiscally responsible and manageable way, the
government has been able to deliver targeted, temporary relief to support economic recovery,
while providing a strong foundation for future economic growth.

The cash flow statement shows the expected cash flows of the General Government Sector
during each financial year of the forward estimates. While the operating statement is reported in
accrual terms — that is, when revenue and expenses are recorded — the cash flow statement is
reported in cash terms — that is, when revenues are received, and payments are made.

The largest differences between cash and accrual accounting relate to depreciation and defined
benefit superannuation.

6.2 Balance sheet

Table 6.1 summarises the key balance sheet aggregates for the General Government Sector.

Table 6.1 General Government Sector — summary of budgeted balance sheet!

2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Budget Est. Act. Budget Projection  Projection  Projection
$ million $ million $ million $ million $ million $ million
Financial assets 63,745 66,917 68,047 70,694 72,271 73,605
Non-financial assets 242,503 244,780 250,163 255,259 259,612 263,240
Total assets 306,247 311,697 318,210 325,953 331,883 336,845
Borrowing with QTC 53,501 47,102 57,240 67,110 73,265 77,761
:‘;Zizz r?qr;‘i]to;her similar 7,565 7,779 7,603 7,471 7,780 7,623
Securities and derivatives 198 198 198 198 198 198
Advances 1,506 1,505 1,432 1,119 1,018 868
Superannuation liability 27,475 23,758 22,686 21,653 20,291 18,505
I(i);gi?iiizgo‘"s'o”s and 24,464 26,664 25,877 25,639 25,392 25,358
Total liabilities 114,708 107,006 115,037 123,190 127,944 130,313
Net worth 191,539 204,691 203,174 202,763 203,939 206,532
Net financial worth (50,963) (40,089) (46,989) (52,496) (55,673) (56,708)
Net financial liabilities 72,815 61,871 69,847 76,499 80,503 82,036
Net debt 25,499 15,808 24,750 33,326 39,019 42,573
Note:

1. Numbers may not add due to rounding.
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6.2.1 Financial assets

The major categories of financial assets are investments, loans and placements and investments
in other public sector entities. Investments loans and placements incorporate investments held to
meet future liabilities, including superannuation and insurance, as well as investments relating to
the Queensland Future Fund (QFF) — Debt Retirement Fund (DRF). Moody’s has indicated that
the QFF will play a material role in the state's management of its debt. The General Government
Sector holds the equity in the state’s public enterprises, principally the shareholding in
government-owned corporations (GOCSs) but also Public Financial Corporations like Queensland
Treasury Corporation (QTC), in much the same manner as the parent or holding company in a
group of companies.

Total financial assets of $66.917 billion are estimated for 2020-21, $3.172 billion higher than
published in the 2020-21 Budget. Investments, loans and placements have increased by
$3.615 billion, predominantly due to an increase in the value of assets being contributed to the
DRF.

The finalisation of the Queensland Titles Registry valuation means the balance of the DRF has
increased to over $7.7 billion. In addition, the Queensland Government will retain approximately
$1.8 billion from the transfer of the Queensland Titles Registry, held by the government to support
the establishment of a Housing Investment Fund, Path to Treaty Fund and_Carbon Reduction
Investment Fund.

Financial assets are expected to increase by $1.130 billion to $68.047 billion by 30 June 2022,
mainly due to increases in the value of investments in GOCs including the expansion of the
state’s investment in the Queensland Renewable Energy and Hydrogen Jobs Fund, previously
the Queensland Renewable Energy Fund. With increases in the value of public enterprises and
expected returns on the DRF, financial assets will continue to grow over the forward estimates
and are projected to be $73.605 billion by 30 June 2025.

Chart 6.1 shows forecast General Government Sector financial assets by category at
30 June 2022.
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Chart 6.1  Forecast General Government Sector financial assets by category, at 30 June
2022
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6.2.2 Non-financial assets

General Government Sector non-financial assets are estimated to be $244.78 billion at

30 June 2021, $2.277 billion higher than expected in the 2020-21 Budget. This increase is largely
attributable to a revised valuation for service concession arrangements under AASB 1059 Service
Concession Arrangements.

In accordance with Australian Accounting Standards, AASB 1059 was adopted for the first time in
2020-21 with initial valuation estimates included in the 2020-21 Budget.

Service concession arrangements (SCAs) are agreements where an operator (private sector) is
contracted to provide or operate an asset on behalf of the grantor (public sector) of the
arrangement. The grantor will typically have a social or community obligation to provide the
services delivered to the community. AASB 1059 requires the grantor to recognise SCAs over
their economic life and to recognise a matching liability (refer to section 6.2.3 Liabilities below).

Non-financial assets in 2021-22 are expected to increase by a further $5.383 billion to be
$250.163 billion at 30 June 2022.

Total non-financial assets at 30 June 2022 consist primarily of land and other fixed assets of
$243.243 hillion, the majority of which are roads, schools, hospitals and other infrastructure used
to provide services to Queenslanders. Other non-financial assets of $6.92 billion held by the state
include prepayments and deferred income tax assets relating to GOCs.
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General Government Sector capital expenditure for 2021-22 is forecast to be $9.932 billion,
which comprises $7.8 billion of PNFA and $2.132 billion of capital grant expenses. In addition,
acquisitions of non-financial assets under finance leases and similar arrangements are forecast to
be $1.088 billion, bringing the total General Government Sector capital program for 2021-22 to
$11.02 billion.

Over the 4 years to 2024-25, General Government Sector capital expenditure is forecast to be
$36.273 billion, which comprises $29.903 billion of PNFA and $6.37 billion of capital grant
expenses. Acquisitions of non-financial assets under finance leases and similar arrangements are
forecast to be $1.977 billion, bringing the total General Government Sector capital program over
the period to $38.25 billion.

The finance leases and similar arrangements are mainly in relation to Public Private Partnerships
(PPPs), totalling more than $3.609 billion over the period 2020-21 to 2024—25. This includes
major PPPs relating to the Tunnel, Stations and Development components of Cross River Rail
(including returned works) and the Surgical, Treatment and Rehabilitation Service (STARS)
facility at Herston.

Generally, at the commencement of finance leases, the non-financial assets and the borrowings
of the state increase by an equal amount to reflect the acquisition of the asset from the proponent
so there are no cash impacts on the commencement of the lease.

The current estimate of the capital program over the 4 years to 2024-25 is over $52 billion. PNFA
by the NFPS over this period are forecast to be $43.892 billion. With capital grant expenses of
$6.29 billion, this brings total capital expenditure to $50.182 billion. In addition to this, acquisitions
of non-financial assets under finance leases and similar arrangements of $2.034 billion bring the
total capital program over the period to $52.216 billion.

6.2.3 Liabilities

General Government Sector

Total General Government Sector liabilities are estimated to be $107.006 billion at 30 June 2021,
a decrease of $7.702 billion since the 2020-21 Budget, predominantly due to lower than expected
borrowing and superannuation liability estimates, offset in part by an increase in other liabilities
due to revised valuations for service concession arrangements under AASB 1059 Service
Concession Arrangements (refer to section 6.2.2 Non-financial assets above). This adjustment
does not have any economic impact on the state’s finances.

Total liabilities are expected to increase by $8.031 billion by 30 June 2022 to be $115.037 billion.
General Government Sector borrowing with QTC will increase by $10.138 billion in 2021-22, to
be $57.240 billion. This is $7.285 billion lower than the comparable 2020-21 Budget estimate for
2021-22. General Government Sector borrowing with QTC is then forecast to grow over the
forward estimates as the economy returns to sustainable growth post the recovery from
COVID-19.
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By 2023-24, borrowing with QTC is expected to reach $73.265 billion, $7.388 billion lower than
expected in the 2020-21 Budget. In 2024-25, total borrowing with QTC will increase by

$4.496 billion to be $77.761 billion as the government continues to invest in vital infrastructure to
drive sustainable economic growth.

The defined benefit superannuation liability is projected to be $23.758 billion at 30 June 2021,
$3.717 billion lower than expected in the 2020-21 Budget. This is predominantly due to recent
increases in 10-year bond yields which are used to value the liability. By 30 June 2022 the
superannuation liability is projected to be $22.686 billion and is expected to continue to decline
over the forward estimates as bond rates continue to recover, and members of the defined benefit
fund retire. The fund has been closed to new entrants since 2008.

The composition of the General Government Sector’s forecast liabilities at 30 June 2022 is
illustrated in Chart 6.2.

Chart 6.2 Forecast General Government Sector liabilities by category, at 30 June 2022
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6.2.4 Net debt

Net debt is the sum of borrowing and advances received, less the sum of cash and deposits,
advances paid and investments, loans and placements.

Net debt excludes certain assets and liabilities, such as superannuation and insurance liabilities.
However, it still indicates the soundness of the government’s fiscal position, as high levels of net
debt will require servicing through interest payments and limit flexibility to adjust expenditure.
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Net debt for the General Government Sector in 2020-21 is estimated to be $15.808 billion,
$9.691 billion lower than expected in the previous budget. The lower net debt is predominantly
the result of a reduction in gross borrowing of $6.185 billion largely associated with the improved
operating position in the sector, and an increase of $3.615 billion in investments, loans and
placements, mainly representing the contribution valuation for the Titles Registry on transfer to
the Queensland Future Fund (QFF) — Debt Reduction Fund (DRF), being greater than
anticipated.

General Government Sector net debt is budgeted to be $24.75 billion in 2021-22, with expected
returns on the DRF partially offsetting increases in gross borrowing which will be employed to
support the state’s economic recovery.

6.2.5 Net financial liabilities

Net financial liabilities are total liabilities, less financial assets other than equity instruments in
other public sector entities. This measure is broader than net debt as it includes other significant
liabilities rather than just borrowings (for example, accrued employee liabilities such as
superannuation and long service leave entitlements).

The net financial liabilities of the General Government Sector for 2020-21 are estimated to be
$61.871 billion and are estimated to increase to $69.847 billion by 30 June 2022. This increase is
commensurate with the expected increase in borrowing as operating deficits continue to 2023-24,
offset in part by a reduction in the superannuation liability.

6.2.6 Net worth

The net worth, or equity, of the state is the amount by which the state’s assets exceed its
liabilities. This is the value of the investment held on behalf of the people of Queensland by
public sector entities.

Changes in the state’s net worth occur for several reasons including:

e operating surpluses (deficits) that increase (decrease) the government’s equity
e revaluation of assets and liabilities as required by accounting standards

e movements in the net worth of the state’s investments in the PNFC and Public Financial
Corporations sectors

e gains or losses on disposal of assets. Where the selling price of an asset is greater (less)
than its value in an agency’s accounts, the resultant profit (loss) affects net worth.

General Government Sector net worth was $193.731 billion at 30 June 2020. It is expected to
increase to $204.691 billion in 2020-21, over $13 billion higher than expected in the
2020-21 Budget.

Contributing to the improvement in net worth, total financial assets have increased by

$3.172 billion, predominantly due to an increase in the value of assets being contributed to the
DRF and other funds, borrowings have decreased by $6.185 billion in line with the improved
operating position, and the superannuation liability has decreased by $3.717 billion,
predominantly due to an increase in 10-year bond yields.
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The net worth of the state is projected to steadily grow over the forward estimates to be
$206.532 hillion by 2024-25, an increase of 6.6 per cent over the period 2019-20 to 2024-25.

6.3 Cash flows

The cash flow statement provides the cash surplus (deficit) measure, which comprises the net
cash flows from operating activities plus the net cash flows from investments in
non-financial assets (or physical capital).

The General Government Sector cash deficit for 202021 is estimated to be $8.033 billion, which
is $5.865 billion lower than forecast at the time of the 2020-21 Budget. This is largely due to an
improved operating position driven by the faster than anticipated economic recovery and the
resulting positive impact on state revenues.

After net investments in non-financial assets of $7.561 billion, a cash deficit of $7.067 billion is
forecast for 2021-22. As revenues continue to improve in line with the forecast economic
recovery, net cash flows from operating activities increase over the forward estimates,
contributing to the government’s investment in non-financial assets and alleviating the need to
fund these investments completely through borrowing. In the 2020-21 Budget, positive operating
cash flows were first forecast for 2022—-23, while in this Budget they are forecast to occur in
2021-22.

Net cash flows from investments in financial assets for policy purposes include net cash flows
from disposal or return of equity, net equity injections into GOCs and concessional loans and
advances. Cash flows from the injection of equity to the PNFC and Public Financial Corporations
sector are the primary driver of net outflows of $1.396 billion over the period from 2021-22 to
2024-25. This includes $1 billion of the government’s $2 billion commitment to the Queensland
Renewable Energy and Hydrogen Jobs Fund.

Net cash flows from investments in financial assets for liquidity purposes represent net
investment in financial assets to cover liabilities such as superannuation, other employee
entitlements and insurance.

Total General Government Sector PNFA of $7.8 billion are budgeted for 2021-22. Over the
period from 2021-22 to 2024-25, General Government Sector PNFA are expected to total
$29.902 billion as Queensland continues to deliver key elements of the Queensland
Government’s Economic Recovery Plan to support jobs and invest in the productivity-enhancing
and essential social infrastructure that supports the state’s ongoing recovery and future economic
growth.
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2

Budget measures

Features

In the 2021-22 Queensland Budget, the Queensland Government is delivering new funding
including:

Protecting health

$2 billion to establish the Hospital Building Fund to assist in meeting growth pressures
across the health system, with initial commitments being the Toowoomba Day Surgery,
purchasing public health services through the expansion at Mater Public Hospital
Springfield and an uplift in Queensland Health’'s base capital program. Further
commitments are expected beyond 2024-25.

$480 million to continue the COVID-19 response including fever clinics, contact tracing and
testing capability, the vaccination program, compliance activities, facilitation of quarantine
in government arranged accommodation, COVID-19 contact centres and wellness checks
for people in mandatory hotel quarantine.

$648.7 million investment in the health system in 2021—22, which includes Queensland
Health’'s $150 million operating share of the $480 million COVID-19 response;

$482.5 million to address pressures in emergency patient flow through our public hospitals,
elective surgery waitlists and the opening of the Nambour Hospital Redevelopment;

$14.5 million for Making Tracks towards achieving health equity (2021-2025); and

$1.7 million for the Rockhampton alcohol and other drug residential rehabilitation.

$120 million uplift over 2 years to help Queensland Health manage its increasing asset
base which includes buildings, medical equipment, information communication and
technology (ICT), and engineering equipment.

Educating future generations

$913.7 million for 10 new state schools to open across 2023 and 2024.
$508.3 million for additional and renewed infrastructure in existing state schools.

$202.9 million over 4 years and $64 million per annum ongoing to support the continued
provision of universal access to kindergarten in the year before school for all Queensland
children.

Supporting our energy security

$1.5 billion to increase the existing Queensland Renewable Energy Fund (QREF) to
establish the $2 billion Queensland Renewable Energy and Hydrogen Jobs Fund enabling
energy government-owned corporations to increase ownership of commercial renewable
energy and hydrogen projects in Queensland, in accordance with the current QREF
mandate.
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$29.4 million over 4 years from 2021-22 for the Electricity Tariff Adjustment Scheme to
support regional businesses.

$22 million over 2 years from 2021-22 to undertake a detailed feasibility study for a
pumped hydroelectric storage project at Borumba, and concept studies at other sites.

Protecting our environment

$500 million for the Carbon Reduction Investment Fund with its returns to support the
existing Land Restoration Fund to leverage private finance and investment and support
financially sustainable carbon markets.

$270.1 million budgeted expenditure over 5 years to maintain the Queensland Reef Water
Quality program at current levels.

$160 million for statutory annual payments to local governments in 202122 to ensure the
waste levy will have no direct impact on households.

$93.6 million over 4 years and $24.2 million per annum ongoing to continue the
implementation of the Queensland Waste Management and Resource Recovery Strategy.

$41.5 million over 4 years to support Environmental Markets and Investment, including the
second round of grants under the Land Restoration Fund and $35 million in 2021-22 for
the Queensland Natural Capital Fund.

Supporting our communities

$1 billion for the Housing Investment Fund, with its returns used to drive new supply to
support current and future housing needs.

$300 million for the Path to Treaty Fund with its returns to be used to support Path to
Treaty actions.

$30 million over 4 years from 2021-22 to enable increased capacity for domestic, family
and sexual violence services to respond to demand.

$27.6 million over 4 years and $7.2 million per annum ongoing to continue the work of the
Native Title Compensation Office.

Investing in skills and jobs

$320 million over 4 years and $80 million per annum ongoing to continue the Skilling
Queenslanders for Work initiative, which will assist up to 15,000 disadvantaged
Queenslanders each year to gain skills, qualifications and experience to enter and stay in
the workforce.

Up to $140 million over 4 years for a revitalised Back to Work program to provide eligible
businesses the confidence to employ Queenslanders who have experienced a period of
unemployment and help workers facing disadvantage in the labour market.

$71 million over 4 years to support the Queensland screen industry.
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Building Queensland

e  $200 million increased funding to deliver on the government’s election commitment for the
Works for Queensland program, bringing the total program funding to $1 billion from
2016-17 to 2026-27.

e $188.9 million increased funding for the Department of Transport and Main Roads to
deliver Gold Coast Light Rail Stage 3. This takes the state’s total funding contribution to
$538.3 million towards the $1.044 billion project. This project is jointly funded by the
Australian Government, Queensland Government and City of Gold Coast, and the total
project cost is subject to finalisation of contract negotiations.

e  $150 million increased funding to deliver on the government’s election commitment to
provide $200 million over 6 years for the SEQ Community Stimulus Program.

e $70 million over 3 years for delivery of Building our Regions (Round 6) to support local
government infrastructure projects in regional Queensland, with a focus on water and
sewerage infrastructure projects.

e $61.7 million over 4 years to support the continued preservation of the heritage-listed
Queensland Cultural Centre; maintenance activities across the Queensland Museum
Network in Brisbane, Townsville, Toowoomba and Ipswich; and revitalisation of the Judith
Wright Arts Centre and other state-owned arts and cultural facilities through the Arts
Infrastructure Investment Fund.

This chapter provides a consolidated view of policy decisions with budgetary impacts made by the
government since the 2020-21 Queensland Budget.

The items listed are in addition to current funding allocated to agencies up to, and including, the
2020-21 Budget. Measures are identified where new policy decisions have been made to create,
continue or increase these programs and activities. This is not a list of total funding for programs,
activities and infrastructure.

This paper includes only new policy decisions and does not detail the total amount of additional
funding being provided to agencies to deliver services and infrastructure. Other adjustments,
including those that are parameter based and where the funding formula remains unchanged, are
similarly excluded.

The total funding impact of new measures is summarised in Table 7.1, Table 7.2 and Table 7.3 in
this chapter.

For details on the total funding available to agencies, refer to agencies’ Service Delivery
Statements (SDS).
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7.1 Explanation of scope and terms

Scope

This chapter includes measures with the following features:

Sector. Only Queensland General Government Sector agencies are included. Measures
involving government-owned corporations or other Public Non-financial Corporations Sector
agencies are within scope only if the measures are being funded directly by the General
Government Sector or if there is a flow through effect (for example, Community Service
Obligations).

Timeframe. Measures based on decisions made by the government since the
2020-21 Budget.

Type. Measures with budgetary impacts, in particular:

— expense and capital measures with service delivery, capital enhancement, grant or
subsidy impacts on the community, and

— revenue measures involving significant change in revenue policy, including changes in
the tax rate.

Exclusions. Initiatives of a technical nature or non-policy based adjustments, such as
parameter-based funding adjustments, are not included where the formula to calculate these
adjustments has not been changed. This is done as they do not reflect changes in
government policy. The primary focus is on measures reflecting policy decisions that impact
directly on the community through service delivery or other means.

Materiality. Minor measures or measures with non-significant community impact are not
included in this document.

Funding basis

Tables in this document are presented on a net funding basis.

Net funding refers to the impact that the funding of the measure has on appropriations from
the Consolidated Fund or centrally held funds to the relevant General Government Sector
agency. The tables do not include funding directed to the measure from existing agency
resources or other sources.

Amounts refer to additional funding being provided to agencies for a particular program or
project, as a result of decisions by government since the 2020-21 Budget. The amount
provided for a measure may differ from other budget papers, such as Budget Paper No. 3
Capital Statement, that may refer to total funding.

Amounts included in the tables relating to revenue measures represent the impact of the
measure on government revenue (with a positive amount representing additional revenue).

Tables 7.1, 7.2 and 7.3 identify expense, capital and revenue measures separately.
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7.2 Government indexation policy

For the 2021-22 year, the government further reduced the government indexation rate from

1.8 per cent to 1.7 per cent, continuing to provide financial relief to households and businesses
due to the COVID-19 pandemic. This rate reflects the actual March 2021 Consumer Price Index
growth for Brisbane.
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Table 7.1 Expense Measures

Expense measiires 202'0—'21 202.1—.22 202'2—'23 202?3—'24 202.4—.25
$ million $ million $million  $million  $million

Abandoned Mines Sites Initiatives 11.180 4.600
Additional Support to Racing Industry 19.580 21.680
Additional Support to Screen Industry 33.000 36.000 1.000 1.000
/F\)fggl}ur?mSeeker and Refugee Assistance 2075 2075 2075 2075
Aviation Route Support Package 5.000 5.000
Back to Work 35.000 35.000 35.000 35.000
Backing Queensland Maritime Jobs 0.500 7.000
Bail Service for Remanded Men 1.306
Biosecurity Matters 3.017 2.213 2.421 1.121
Building Future Schools Program 7.944 21.217 13.802 6.441
gﬂggairi]r?alt_)ﬁ%i/slation and Policy 3.300 3.300
whter and sowerage infrasinicine. 10000 30000 30000
Camera Detected Offence Program 0.464 10.746 7.296 5.390 5.957
Carbon Reduction Investment Fund?!
ggglr);?;ing Multicultural Queensland 1.000 1.000 1.000 1.000
Child Protection Litigation Model 19.697
Community Transport 7.000 7.000 7.000 7.000

! Returns generated will be applied to meet the costs of the Land Restoration Fund
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Expense measiires 202'0—'21 202.1—.22 202'2—'23 202?3—'24 202.4—.25
$ million $ million $million  $million  $million

gﬁé"gg;?ﬂf}g’e Vegetation Mapping 2.303 2.349 2.414 2.461
aseistance Progiam oy 12160
Crime Statistics and Research Unit 1.864
Crocodile Management Program 3.000 3.000 3.000 3.000
Cultural Tourism Programming Strategy 2.000 2.000 2.000
Culture and Reconciliation Initiatives 0.450 0.455 0.459 0.463
Cyber Security 5.128 5.846
Digital Archiving Program (0.200) 4.415 4.579 2.800 2.800
Disability Services Functions 1.175 1.243 1.296 1.362
Domestic and Family Violence
Prevention — Engagement and 0.532 0.532 0.532 0.532
Community Strategy
Drought Reform Package 6.000 7.000 7.000 7.000
DSDSATSIP Legal Affairs Unit 0.516 0.521 0.525 0.529
Eigﬁlgt?ci)lghmd Education and Care 13.145
Electricity Tariff Adjustment Scheme 9.102 7.666 6.670 5.939
5&?:22:%58?;2:“‘: and Family 7.500 7.500 7.500 7.500
Environmental Markets and Investment 1.000 0.110 0.700 0.770
Extended Live Music Support 7.000
Fisheries Reform 14.311 13.175 7.500 7.500
Former Queensland Agricultural 1653 3.488 5585 0.145 0.023

Training Colleges’ Asset Transition
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2020-21 2021-22 2022-23  2023-24  2024-25
Expense measures

$ million $ million $ million  $ million  $ million
Fraser Island (K'Gari) Bushfire
Response 1.250 1.250 1.250 1.250
Frontline Child Safety Workers 11.095 20.255 22.358 22.932
Future Correctional Infrastructure Needs
. 2.448
Business Case
Health COVID-19 R_esponse including 462.031
mandatory quarantine
QFES Component 232.250
QPS Component 68.475

Smart Service Queensland

COVID-19 service delivery

capacity and capability to 11.306
protect Queenslanders during

the COVID-19 pandemic

QH Component 150.000
Health System Investment . 498.709 27.481 4.170 4.170
Health Performance
Stabilisation 482.493
Making Tracks toward
achieving health equity 14.526 23.311

(2021-2025)

Rockhampton alcohol and

other drug residential 1.690 4.170 4.170 4.170
rehabilitation

Housing and Homelessness Action Plan
(2021-2025)

53.720 53.720 23.720 23.720
Housing Investment Fund?

Increased Field Enforcement for

Collection of Penalty Debt 1.700 1.012 1.023 1.035

Industry Partnership Program 23.000 36.500 38.000 43.500

! Returns generated will be applied to drive new supply to support current and future housing needs
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Restrictive Practices

Expense measures 2020-21 2021-22 2022-23 2023-24 2024-25
P $ million $ million $ million  $million  $million
International Education and Training
Strategy to Advance Queensland 4.122 4,122 4,122 4,122
(2016-2026)
Local Fare Scheme 7.841
Maintaining Queensland Public Cyclone 3.460 3.460 3.460 3.460
Shelters
Managing Native Title Compensation 6.686 6.884 6.943 7098
Claims in Queensland
Mobile Black Spot Program 4.000 4.000 4.000
Modernising Queensland's Fine 3.509
Administration System ’
National Biosecurity System Obligations 2.373 2.916
Newstead House Capital Program 3.848 1.644
N(_)fth Queensland Natural Disasters 3.000 5.000 2000
Mitigation Program
Olympics Preparations 14.365 14.365
Pacific Labour Scheme and Seasonal
2.601
Worker Program
Parliamentary Annexe critical
infrastructure and services upgrade 1.100
(Stage 2)
Path to Treaty Fund?
Peak and Representative Bodies and
Advocacy for Queenslanders with a 7.706 7.706 3.664 3.667
Disability
Positive Behaviour Support and 3.230 3321

! Returns generated will be applied to meet Path to Treaty actions
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ExDense measures 2020-21 2021-22 2022-23 2023-24 2024-25
P $ million $ million $ million  $million  $million
Prosecuting Linc Energy former
executives and ongoing environmental 9.316 6.287
monitoring
Protecting Seniors from Elder Abuse 1.200 1.200 1.200 1.200
Queensland Aboriginal and Torres Strait
Islander Foundation Scholarship 4.020
Program
Queensland Building Industry Fairness
9.984
Reforms
Queensland Cultural Centre Critical 0.768 1.320 1717 2009
Infrastructure Renewal
Queensland Government Air 9.857
Queensland _Hydro-electrlc Study 14.000 8.000
Implementation
Queensland Museum Network 3.864 2.540 2.574 0.123
Qu'eensland'Procurement Compliance 4.294 4.369 4.427 4503
Unit Expansion
Queensland Reef Water Quality 1235 56264 55663 48315
Program
Queensland Renewable Energy Zones
(QREZ) Implementation 0.500 4.500
Queensland Waste Management and 176.868 22934 23.054 24.240
Resource Recovery Strategy
Regional Arts Services Network 1.500 1.500 1.500 1.500
Regional Communities Program (0.500) 2.378 2.328 2.389 2.485
Remote Indigenous Land and 4.469
Infrastructure Program Office ’
Responding to Fall Armyworm 1.485 1.518
Revitalising National Parks 3.420
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Expense measures 2020-21 2021-22 2022-23 2023-24 2024-25
P $ million $ million $ million  $million  $million

Roadside Drug Testing 1.045 1.045 1.045 1.045
pral Commission into National Natural 4597 3.705 1241 1267
Disaster Arrangements
School Infrastructure 51.564 27.737 18.494 18.706
Skilling Queenslanders for Work 80.000 80.000 80.000 80.000
So_uth East Queensland Community 40.000 10.000 50.000
Stimulus Program
South Eas_t Queensland Koala 0.897 0.919 0.942 0.965
Conservation Strategy
South East Queensland Wildlife 1500 1,500 1,500 1,500
Hospital Network
Southern Downs Drought Resilience
Package 3.360 4.980
Special Equity and Diversity 0.183 0.242 0.215 0.299 0.385
Commissioner
State Kindergarten Funding 22.924 56.673 59.302 63.955
Strengthening Coronial Services 1.154 1.011 1.011 1.011
Strengthening Timely Access to Justice 6.095 4.497 1.209 1.239
for Queenslanders
Support for Disability Services Clients
Ineligible for the NDIS 1.833 1.833 1.833 1.833
Supporting the Children's Court 1.139 1.139 1.139 1.139
Swimmer Safety including the Shark
Control Program 4.209 4.118 4.169 4.220
Tackling Alcohol Fuelled Violence 6.252
Victim Assist Queensland 1.000 1.000 1.000 1.000
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Expense measures 2020-21 2021-22 2022-23 2023-24 2024-25
P $ million $ million $ million  $ million  $ million

Wanding Trial in Gold Coast Safe Night 1.000
Precincts '
Women in Custody 2.707
Works for Queensland 100.000
World Science Festival Brisbane
(2022— 2024) 3.000 3.000 3.000
Youth Detention Centre Capacity — 5.700
Detailed Business Case ’
Youth Detention Centre Capacity —
Short Term Remand Centre 2893 2.772 2.831 2.911
Youth Drug and Alcohol Treatment 0.200 2500 2500 2500
Centre
Youth Justice Investment 2.778 48.033 27.381 6.072 6.174
Total Expense Measures 3.268 1,889.179 811.047 545.050 640.652
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Table 7.2 Capital Measures

Capital measures 202021 2021-22 2022-23 2023-24 2024-25
$ million  $million  $million  $million  $million
Arts Infrastructure Investment Fund 4.375 4.375 4.375
Building Future Schools Program 124.463 332.407 216.229 100.904
Camera Detected Offence Program (0.464) (33.424) (7.959) 16.733 27.503
Comprghenswe Vegetation Mapping and 0.011 0.011 0.006
Reporting
Health COVID-19 Response including
) 18.000

mandatory quarantine
Dou_b_lg Up Bunk Beds in Correctional 8.000
Facilities
Environmental Markets and Investment 35.350 2.200 0.690 0.690
Former (?ueensland A_g_rlcultural Training 4.650 1.000 0.200
Colleges’ Asset Transition
Gold Coast Light Rail (Stage 3) 50.000
Government Science Platform 2.138 2.799 2.790
Housing for Queensland's Frontline 7500
\Workers
Managing and Maintaining Abandoned

: . 1.030
Mines Sites
Mater Public Hospital Springfield*
Olympics Preparations 0.550
Parliamentary Annexe Critical
Infrastructure and Services Upgrade 39.929
(Stage 2)
Queensland Building and Fairness 0.383 0.391
Reforms
Queensland Government Air 2.822
Queensland Health Base Capital Program 60.000 60.000
Queensland Reef Water Quality Program 0.406 0.902 0.104

! Project is subject to commercial negotiations.
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Capital measures 202021 2021-22 2022-23 2023-24 2024-25
$ million  $million  $million  $million  $million
Queensland Renewable Energy and 100.000  200.000  100.000  100.000
Hydrogen Jobs Fund
Queensland's Waste Management and 1,500 0.100 4.900
Resource Recovery Strategy
Remediating Queensland Cultural Centre
. 3.250
Cladding
Rte_qu|ng Queensland Cultural Centre 7 650 9680 5.700 7950
Critical Infrastructure
Revitalising National Parks 5.200
School Infrastructure 176.288 135.550 40.000 40.000
Thomas Dixon Centre Redevelopment 18.185 1.595
TO(_)\{voomba Day Surge_ry Theatre at the 5.900 6.000 23.000 7100
Baillie Henderson Hospital
Youth Detention Centre Capacity — Short 0.500 4.500
Term Remand Centre
Youth Justice Investment 7.450 0.520
Total Capital Measures 25.671 542.251 786.889 415.519 333.557
Table 7.3 Revenue Measures
202021 2021-22 2022-23 2023-24 2024-25
Revenue measures - - o - L
$ million  $ million  $million  $ million  $ million
12-month extension of the 50% Apprentice (31.200)
and Trainee Payroll Tax Rebate ’
Total Revenue Measures (31.200)
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8

Intergovernmental financial relations

Features

The Australian Government collects 70.9 per cent of all government revenue, a large
proportion of which is transferred to states and territories (states), which are primarily
responsible for service delivery and infrastructure provision.

Federal financial relations are critical to Queensland’s ongoing recovery. Given the
Australian Government’s greater revenue-raising capacity, it is well-positioned to
undertake and fund broad economic stimulus and income support measures where
necessary to support businesses, communities and households.

It is also critical that the Australian Government invests in productivity-enhancing and
critical social infrastructure needed to support the Queensland Government'’s efforts to
drive ongoing productivity and economic growth, and deliver essential services to
Queensland’s growing population.

However, the Australian Government’s planned large tax cuts for high-income earners, at a
time when it is already experiencing structural deficit, is likely to erode its fiscal capacity
and may lead to it reducing support for Queensland infrastructure and services.

The Australian Government and state and territory governments continue to implement the
new National Cabinet governance model, developed in the context of the COVID-19 crisis,
and develop new funding and service delivery arrangements to meet the future demand for
essential services.

Australian Government payments represent approximately 49 per cent of all of
Queensland’s General Government revenue.

It is estimated the Australian Government will provide the Queensland Government with
$30.966 billion* in 2021-22 ($639 million more than in 2020-21), comprising:

- $15.350 billion? in payments for specific purposes ($167 million less than 2020-21)
- $15.616 hillion in payments for general purposes ($807 million more than 2020-21).
Payments for specific purposes in 2021-22 comprise:

- $5.814 billion for National Health Reform funding

- $5.630 billion for Quality Schools funding?®

- $3.253 hillion for National Partnership payments (Infrastructure Investment Program,
Disaster Recovery Funding Arrangements and COVID-19 response payments)

- $334 million for National Housing and Homelessness funding

! Queensland Treasury estimate. Differs from estimate in Chapter 4, which also includes direct Australian Government payments to Queensland agencies
for Australian Government own purpose expenditure.

2 Total payments for specific purposes may not add due to rounding.
% Quality Schools funding includes payments for government schools (exclusive of GST) and non-government schools (inclusive of GST).
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- $320 million for National Specific Purpose Payments (National Skills and Workforce
Development).

Payments to Queensland for specific purposes will be lower in 2021—-22 primarily due to:
- additional back payment from the DisabilityCare Australia Fund in 2020-21

- payments for roads infrastructure in 2020-21, including funding for the
National Land Transport Network, stimulus packages and other accelerated payments

- one-year funding in 2020-21 for the JobTrainer Fund
- additional funding provided in 2020-21 only for remote Indigenous housing.

Payments for general purposes relate to GST revenue. In 2021-22, Queensland expects
to receive $15.616 billion of GST revenue (including $24 million in Horizontal Fiscal
Equalisation (HFE) transition payments). This is $807 million (5.4 per cent) more than in
2020-21. This is primarily due to an increase in the national GST pool, reflecting economic
recovery from the COVID-19 crisis, and the Commonwealth Grants Commission
recommending Queensland receive a larger share of GST.

Queensland has 14 funding agreements expiring in 2020-21. While national funding was
allocated in the 2021-22 Federal Budget to continue support in most of these areas, 2 of
these agreements had no funding allocated beyond 2020-21. In relation to the remaining
12 policy areas, state funding allocations are yet to be determined and/or funding is to be
provided under yet to be negotiated funding agreements.

Of note, funding for public dental services for adults has been extended for another year to
2021-22, while the National Partnership Agreement on Universal Access to Early
Childhood Education will initially be replaced by a new 4-year funding agreement covering
the 2022 to 2025 preschool years.

The Queensland Government provides considerable assistance to local governments,
recognising the important services they provide to the community. In particular, a number
of state grant programs are provided specifically to Indigenous councils, recognising the
higher cost of providing services in remote locations.

In 2021-22, the Queensland Government will provide a total of $1.447 billion in grants to
local governments.

Federal financial arrangements

National governance

In May 2020, the Australian Government and state and territory governments agreed to new
national governance arrangements.

First Ministers agreed to cease the Council of Australian Governments and permanently establish
National Cabinet. National Cabinet meets regularly and is the intergovernmental forum for all First
Ministers. National Cabinet is supported by National Cabinet Reform Committees covering priority
areas of Health, Skills, Energy, Infrastructure and Transport, and Rural and Regional
Development. Similarly, Treasurers meet as the Council on Federal Financial Relations.
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The National Federation Reform Council (NFRC) was additionally established to address new
areas of reform. The NFRC meets annually and is comprised of First Ministers, Treasurers and
the Australian Local Government Association.

Vertical fiscal imbalance

Federal financial relations in Australia are characterised by different levels of government sharing
responsibility for raising revenue and delivering services to communities.

The Australian Government has greater capacity to raise revenue than is required to meet its
service delivery responsibilities. Conversely, states’ ability to raise revenue is less than required
to meet their service delivery and infrastructure responsibilities. This is called vertical fiscal
imbalance (VFI) and requires the sharing of revenue between the Australian Government and
states.

In 2019-20, the Australian Government collected the majority of government revenue

(70.9 per cent), while states collected 22.7 per cent and local governments the remaining

6.4 per cent!. Chart 8.1 illustrates the revenue and expense disparity between the different levels
of government.

Chart 8.1 Own-source revenue and expenses by levels of government, 2019-20%2

mRevenue ®Expenditure
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Australian Government State and Territory Governments Local Governments

Notes:

1. Revenue calculated as total revenue minus grant revenue.
2. Expenses calculated as total expenses minus grant expenses.

Source: ABS Government Finance Statistics.

* ABS Government Finance Statistics.
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In Australia, VFI is addressed through a system of intergovernmental payments from the
Australian Government to the states to address this imbalance between revenue raised and
service delivery and infrastructure responsibilities. The Australian Government makes 2 types of
payments in this regard:

e general revenue assistance payments (largely GST revenue) which can be used by states for
any purpose (‘untied’ funding)

e payments for specific purposes (‘tied’ funding) such as National Specific Purpose Payments
(SPPs), which are a contribution toward states’ service delivery priorities, and National
Partnership (NP) payments, which represent funding to support the delivery of specific
outputs or projects and to facilitate or incentivise reforms.

Given the Australian Government’s significant revenue raising capability, states are heavily reliant
on these intergovernmental transfers in order to provide essential services and infrastructure to
their communities.

Horizontal fiscal imbalance and horizontal fiscal equalisation

Another feature of federal financial relations is horizontal fiscal imbalance (HFI), which arises from
disparities between the states’ capacity to raise revenue and deliver services.

Some states can raise higher revenue and/or deliver services at a lower cost compared to other
states, therefore providing the capacity to offer higher levels of services. Over time, absent of any
equalisation, this would distort capital and labour mobility towards states providing a higher level
of services.

To address HFI, GST revenue collected by the Australian Government is distributed to states with
the objective of ensuring all Australians can expect to receive a comparable level of services and
infrastructure, regardless of the state they reside in. This is known as horizontal fiscal equalisation
(HFE). The Commonwealth Grants Commission (CGC) uses the principle of HFE in
recommending to the Australian Government how GST revenue should be distributed to the
states.

8.2 Australian Government funding to the states

In total across all states, the Australian Government estimates that it will provide funding of
$148.982 hillion in 2021-22, $6.531 bhillion (4.6 per cent) more than in 2020-21, comprising:

e $72.530 bhillion in payments as shares of general revenue assistance including GST revenue
($2.770 billion more than in 2020-21)

e $73.794 billion in payments for specific purposes ($3.072 billion more than in 2020-21)
including:
- $25.6 billion in National Health Reform funding, including $410.9 million in COVID-19
public health response funding
- $24.439 billion in Quality Schools funding

- $1.616 billion in National Housing and Homelessness funding
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- $20.562 billion in National Partnership payments (e.g. Infrastructure Investment Program,
HomeBuilder and DisabilityCare Australia Fund) including COVID-19 initiatives® such as:

*  $1.516 billion for HomeBuilder
= $339.1 million for the JobTrainer Fund
= $130 million for family, domestic and sexual violence responses.

- $1.578 billion in National Specific Purpose Payments (National Skills and Workforce
Development).

e  $2.658 billion in other payments to states, including:

- $2.115 billion for GST top-up payments to Western Australia

- $376.9 million for certain royalty payments to Western Australian

- $41.7 million for municipal services to the Australian Capital Territory.
Australian Government payments for specific purposes may not fully fund all underlying
programs. Some require states to provide matching contributions (e.g. JobTrainer Fund) or other,
significant financial or in-kind contributions (e.g. Disaster Risk Reduction). This reduces budget

flexibility for states, particularly where it is not a Queensland Government priority, or the
Australian Government dictates specific conditions related to the funding.

1 Queensland contributes to COVID-19 initiatives, including the COVID-19 public health response and the JobTrainer Fund.
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Box 8.1 Eroding Australian Government fiscal
capacity —a material risk to Queensland

In the 2021-22 Federal Budget, the Australian Government forecast that its net debt will grow
to $980.6 billion by 2024—25.

A key contributor is that the Australian Government forecasts underlying cash deficits totalling
$342.4 billion from 2020-21 to 2024-25, with expectations that the Federal Budget will still be
in deficit by $57 billion (9.0 per cent of Australian Government estimated expenditure) in
2024-25. Despite these ongoing deficits, the Australian Government plans to pursue Stage 3
income tax cuts in 2024-25.

This presents a material long-term risk to all states. As a function of federal financial relations,
the Australian Government has greater revenue raising capacity than states and territories. It
collects approximately 70.9 per cent of tax revenue in Australia. A proportion of this revenue
then flows to states in the form of Australian Government payments (general revenue
assistance and payments for specific purposes).

Queensland will receive approximately $31 billion in Australian Government payments in
2021-22 (about 50 per cent of the state’s total revenue).

In addition to pursuing income tax cuts, it is likely that the Australian Government will seek to
reduce its payments to states, thereby requiring states to increase their level of funding or
reduce services.

This would not be the first time an Australian Government has sought to reduce its expenses in
this manner. In the 2014-15 Federal Budget, the Australian Government foreshadowed
reducing its contributions to state-run public hospitals and schools by more than $80 billion in
the period to 2024-25. This was met with significant resistance from states and eventually
reversed.

Alternatively, it may look to apply generic cost benchmarks, ignoring a state’s actual costs of
service delivery, as has been evident in recent negotiations of funding agreements. This
represents an effective cut in payments without a headline arbitrary cut.

The Queensland Government will continue to advocate that the Australian Government provide
an appropriate level of funding to support the state’s delivery of essential infrastructure and
services to all Queenslanders across the state.
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8.3 Australian Government funding to
Queensland

It is estimated the Australian Government will provide the Queensland Government with
$30.966 billion in 2021-22 ($639 million more than in 2020-21).

Australian Government funding is estimated to account for 49 per cent of Queensland’s total
General Government Sector revenue sources in 2021-22 (shown in Chart 8.2). The proportion of
Queensland’s revenue derived from Australian Government funding has grown significantly from
35 per cent?! at the time of the introduction of the GST in 2000.

Chart 8.2 General Government Sector revenue sources, Queensland 2021-22%23

Payments for
specific purposes
(inc DRFA),
$15.350 billion
24%

Queensland own-
source revenue,
$32.698 billion

51%
Payments for

general purposes,
$15.616 hillion
25%

Notes:

1. Queensland own-source revenue figure includes direct Australian Government payments to Queensland
departments for Australian Government own-purpose expenditure (e.g. financial assistance grants to local
government and funding to HHS's).

2. Queensland Treasury estimates. Differs from Chapter 4 due to the inclusion of direct Australian Government
payments to Queensland agencies for Australian Government own purpose expenditure.

3. Queensland own-source revenue includes taxation revenue, sales of goods and services and royalties and
land rents.

Sources: 2021-22 Federal Budget Paper No. 3 and Queensland Treasury estimates.

! Per cent of Queensland’s revenue derived from Australian Government Funding in 1999-00.
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Box 8.2 Queensland’s ongoing need for a fair
share of Australian Government funding

Queensland has a large, diverse and geographically dispersed population that presents unique
service delivery challenges.

Historically, the Australian Government has recognised these challenges by providing
Queensland with a greater share of Australian Government payments for specific purposes.

While the value of payments to Queensland is estimated to increase, Queensland’s share of
national funding is set to decrease. The 2021-22 Federal Budget announced that the
Australian Government intends to decrease Queensland’s share of these payments over the
next 2 years. In 2020-21, Queensland received 23.11 per cent of Australian Government
payments, but this decreases to 21.55 per cent and 21.78 per cent in 2021-22 and 2022-23,
respectively.

This occurs at a time when Queensland is experiencing faster population growth than any other
state, with the Queensland Government needing to fund the necessary infrastructure and
essential services to meet the demands of this growing population, the vast majority of whom
are coming to Queensland from other states and territories.

Instead of supporting this growth in Queensland, the Australian Government has indicated it
will increase investment elsewhere. For example, it will boost infrastructure payments to
New South Wales and Victoria by at least $3 billion each, while directing only an additional
$1.6 billion to Queensland.

This comes on the back of other decisions made by the Australian Government in recent years
that have impacted on other major payments to Queensland, including GST revenue.

The Commonwealth Grants Commission independently calculates states’ shares of GST
revenue based on their relative revenue raising capacity and service delivery needs. As such,
states with greater revenue raising capacity (e.g. Western Australia with mining royalties or
New South Wales with transfer duty) require lesser shares of GST revenue and states with
greater service delivery needs (e.g. Queensland) require greater shares of GST revenue.

However, in recent years, the Australian Treasurer has intervened in this process by directing
the Commission to quarantine a range of Australian Government payments from their
calculations. This artificially reduces some states’ revenue raising capacities and guarantees
them more GST, to Queensland’s detriment.

In the last 6 years, the Australian Treasury has quarantined 24 Australian Government
payments, but only one of those payments has been for a Queensland-specific program,
remote housing.

The Queensland Government continues to strongly advocate for the Australian Government to
ensure that Queensland receives its fair share of Australian Government payments, and for
equitable consideration of Queensland’s funding needs when determining the treatment of
Australian Government payments in the context of GST.
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8.4 GST revenue

In 2021-22, Queensland expects to receive $15.616 billion of GST revenue (including $24 million
in HFE transition payments), an increase of $807 million (5.4 per cent) over 2020-21. This
increase in GST revenue is primarily due to:

¢ the Australian Government forecasting a substantial increase in the national GST pool in
2021-22 compared with 2020-21, reflecting the ongoing economic recovery from COVID-19

¢ the Commonwealth Grants Commission (CGC) recommending to the Australian Government
that Queensland should receive a larger share of GST.

Average annual growth in GST revenue of around 5 per cent is forecast across the 4 years
ending 2024-25.

Revisions to the GST pool

GST revenue is expected to grow across the forward estimates as the economy continues to
recover from the impacts of the COVID-19 pandemic. Since the 2020-21 Federal Budget, the
GST pool estimate is, in aggregate, around $26 billion higher over the years from 2020-21 to
2023-24.

In the 2021-22 Federal Budget, the Australian Government estimated the GST pool to total
$72.53 billion in 2021-22, 4 per cent higher than 2020-21 and 9.7 per cent higher than forecast
at the time of the 2020-21 Federal Budget.

Following growth of 4 per cent in 2021-22, the Australian Government forecast average annual
growth of around 5 per cent in the GST pool over the 3 years to 2024-25.

Chart 4.9 compares GST revenue pool forecasts published in the 2020-21 Federal Budget and
2021-22 Federal Budget (including Final Budget Outcome for 2020-21), including the impacts of
the Australian Government’s payments for horizontal fiscal equalisation transition.
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Chart 8.3 Estimated GST and HFE transition payments to Queensland, 2018-19 to 2024-25
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Source: 2021-22 Federal Budget Paper No. 3 and past federal budget papers
GST — Queensland’s assessed fiscal capacity

In early-2021, the Australian Government accepted the CGC’s recommendation that Queensland
requires a larger share of GST revenue in 2021-22 compared to 2020-21. The CGC's
recommendation were driven by a range of factors, including the following:

¢ below-average growth in the value of property sales and higher growth in national land tax
revenue also increased Queensland’s assessed needs

e anincrease in mining royalties for Western Australia led to a reduction in Queensland’s
relative capacity to generate mining revenue

o these changes were partly offset by revisions to state natural disaster relief expenses and
above average growth in Australian Government payments.

States’ shares of GST revenue fluctuate based on the CGC'’s assessment of their fiscal capacity
and expenditure needs. The key drivers of changes to Queensland and all states’ shares of GST
mainly include the impacts of changes in royalties from iron ore in Western Australia and transfer
duty in New South Wales.
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Box 8.3 Australian Government changes to state
shares of GST

In 2018, the Productivity Commission (PC) released a report on its Inquiry into Horizontal
Fiscal Equalisation (HFE), the basis for determining states’ shares of GST revenue. The
purpose of the Inquiry was to investigate how GST distribution influences productivity,
efficiency and economic growth.

One of the key drivers of the Inquiry was the Western Australian Government’s claim that it
carried a disproportionate burden in funding the federation because of its enhanced ability to
raise mining royalties.

The Australian Government subsequently legislated changes to HFE in 2018 with the aim of
improving the resilience of the HFE system against economic shocks and to reduce volatility.

Among the changes, states will no longer receive GST revenue to equalise them to the same
standard as the fiscally strongest state. Instead states will be equalised to a ‘similar standard’.
Effectively, this will see states being equalised to the second strongest state.

Most states, including Queensland, did not support the changes when they were announced.
Queensland maintains that the purpose of HFE is to ensure that all states have equal
opportunity to provide a high-level of service to Australians no matter where they live. As such,
if a state’s capacity to raise own-source revenue increases, it should not need as much GST
revenue to achieve this aim.

However, under the Australian Government’s changes, the fiscally strongest state will now
retain a greater share of GST revenue at the expense of all other states.

The Australian Government’s changes are being implemented between 2019-20 and 2026-27.
Changes only impacted Western Australia and the Northern Territory in the first 2 years, with
all states impacted for the first time in 2021-22.

During the implementation and transition period (until end of 2026—27), states are protected
from the adverse impacts of the changes by a ‘no worse off’ guarantee. Under the guarantee,
the Australian Government will ensure that all states receive at least as much GST revenue as
they would have under the previous system.

Queensland, like several other states, is concerned that these changes will ultimately lead to a
fundamental reshaping of states’ fiscal capacities.

Under the Australian Government’s changes, Western Australia will benefit from heightened
mining royalties without losing GST revenue. This will allow it to deliver more services, accrue
less debt and implement lower taxes.

The Australian Government’s payments under the ‘no worse off’ guarantee are estimated to
total $7.6 billion over the forward estimates. When the guarantee expires at the end of
2026-27, this cost will be borne by states unless the Australian Government responds
appropriately.
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In attempting to fix a perceived problem, the Australian Government’s unilateral changes could

result in a substantial distortion of HFE and create a funding issue that states will need to
grapple with in the future.

The Queensland Government, along with other states, will continue to engage with the
Australian Government in advance of 2026-27 to provide greater certainty and fairness in
relation to future GST payments in order to inform future state budgets.

8.5 Payments to Queensland for specific
purposes

In 2021-22, Queensland expects to receive $15.350 billion in payments for specific purposes,
$167 million (1.1 per cent) less than in 2020-21.

Table 8.1 Estimated payments to Queensland for specific purposes?

2019-20 2020-21 2021-22
Actual Est. Act. Budget
$ million  $million  $million

Skills and Workforce Development National Specific Purpose 309 315 320
Payment

National Health Reform funding? 5,392 5,473 5,814
Quality Schools funding® 5,017 5,155 5,630
National Housing and Homelessness funding 321 328 334
National Partnership payments (incl. DRFA) 2,612 4,247 3,253
Total payments for specific purposes 13,651 15,518 15,350
Notes:

1. Numbers may not add due to rounding.

2. Includes funding for the COVID-19 public health response of $345.3 million in 2019-20, $229.7 million
in 2020-21 and $83.2 million in 2021-22.

3. Quality Schools funding includes payments for government schools (exclusive of GST) and
non-government schools (inclusive of GST).

Sources: 2021-22 Federal Budget Paper No. 3, 2020-21 Queensland Budget Paper No. 2 and Queensland
Treasury estimates.

Payments for specific purposes comprise funding for National Health Reform, Quality Schools,
National Housing and Homelessness, the Skills and Workforce Development National Specific
Purpose Payment (SPP) and National Partnership (NP) payments.

In 2021-22, National Health Reform funding, which accounts for 37.9 per cent of the total
payments for specific purposes, is estimated to increase by $341 million (6.2 per cent) from
2020-21 in line with expected growth in hospital activity.
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National Health Reform funding from 2019-20 to 2021-22 includes funding for the COVID-19
public health response ($345.3 million in 2019-20, $229.7 million in 2020-21 and $83.2 million in
2021-22). The COVID-19 public health response funding in 2019-20 included contracted
payments made to private hospitals, which were covered 100 per cent by the Australian
Government.

Queensland projections of National Health Reform funding differ from the projections contained in
the 2021-22 Federal Budget, as Australian Government projections assume higher activity
growth than projected in service agreements between the Queensland Department of Health and
Hospital and Health Services. Actual National Health Reform payments vary from estimates
provided in budget papers as they are based on actual public hospital activity delivered each
year.

Quality Schools funding, which accounts for 36.7 per cent of the total payments for specific
purposes, is estimated to increase by $475 million (9.2 per cent) to $5.630 billion in 2021-22.

National Housing and Homelessness funding is estimated to increase by $6 million (1.8 per cent)
in 2021-22 due to additional funding allocated by the Australian Government in the 202122
Federal Budget to support social and community service workers in the housing and
homelessness sectors. This funding is subject to further negotiation with the Australian
Government.

The Skills and Workforce Development SPP is expected to increase by $5 million (1.6 per cent) in
2021-22 compared to 2020-21. The Australian Government and state and territory governments
are currently working towards finalising a new National Skills Agreement to replace the National
Agreement for Skills and Workforce Development.

NP payments (including Disaster Recovery Funding Arrangements (DRFA)), which account for
21.2 per cent of the total payments for specific purposes, are estimated to decrease by

$994 million (23.4 per cent) in 2021-22 compared to 2020-21. A significant proportion of NP
payments is allocated to infrastructure, DRFA and community services (refer to Chart 8.4).

The reduction in payments for specific purposes between 2020-21 and 2021-22 is mainly due to:

e an additional back payment in 2020-21 from the DisabilityCare Australia Fund for
reimbursement of state expenditure on the National Disability Insurance Scheme in previous
years

¢ significant Australian Government funding payments for roads infrastructure in 2020-21,
including $400 million for the National Land Transport Network as part of the Inland Rail
agreement, stimulus packages and other Australian Government payments accelerated in
2020-21

e one-year funding for the JobTrainer Fund in 2020-21. In the 2021-22 Federal Budget, the
Australian Government announced an extension to the JobTrainer Fund over 2 years, with
matched contributions expected from states and territories?

e additional funding in 2020-21 to Queensland to assist with costs associated with the
provision of remote housing.

! Funding not included in 2021-22, as subject to negotiation of agreement
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Chart 8.4 National Partnership Payments by sector, 2021-22*
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1. Excludes Australian Government funding to local government and payments direct to Queensland
Government departments for Australian Government own-purpose expenditure.

Sources: 2021-22 Federal Budget Paper No. 3 and Queensland Treasury estimates.
8.5.1 Projections of payments for specific purposes to Queensland

Across the forward estimates, total payments for specific purposes are expected to steadily
increase, with average growth of approximately 3.7 per cent between 2021-22 and 2024-25.

While increases in overall funding are welcome, having those payments tied to specific purposes
and Australian Government criteria does impact states’ capacity to respond to local needs,
reduces states’ budget flexibility, adds administrative costs, and impacts on the achievement of
state policy outcomes and priorities. This negative impact is amplified when funding is conditional
on states’ matching Australian Government funding, unrealistic timeframes, national price
benchmarks and competing priorities.

Under the Addendum to the National Health Reform Agreement, the Australian Government will
fund 45 per cent of efficient growth in hospital activity subject to a national growth cap of

6.5 per cent per annum. National Health Reform funding for Queensland is expected to increase
broadly in-line with the conditions set by the Australian Government.

Growth in Quality Schools funding for Queensland is expected to average 4.5 per cent between
2021-22 and 2024-25 as a result of enrolment growth and increased funding per student.
Queensland is expecting to receive $9.321 billion for state schools and $14.894 billion (including
GST) for non-government schools from 2021-22 to 2024-25.
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Subject to further negotiations with the Australian Government, funding under the
National Housing and Homelessness Agreement is expected to increase in 2021-22 and
2022-23 due to additional funding to support social and community service workers in the
housing and homelessness sectors.

8.5.2 Expiring agreements

Under the Intergovernmental Agreement on Federal Financial Relations, the Australian
Government provides time-limited funding to states and territories through NP payments to
support the delivery of specific projects, facilitate reforms or reward states that deliver on reforms
or achieve service delivery improvements.

However, over time, some NPs have been extended beyond their intended time-limited purpose.
NPs were never intended, and are not considered the optimal way, to fund ongoing community
service needs.

Conversely, when NP agreements expire, states have been left with limited opportunities to deal
with the expiring NP as the final decision on continued funding is made through the Australian
Government’s budget process. The expiry of many large NPs over the last few years, such as the
National Partnership on Remote Housing, which has required Queensland to invest
approximately $100 million a year, has highlighted this risk.

Unilateral termination by the Australian Government of funding for essential programs, with little
or no notice, impacts on states’ ability to plan, budget and continue delivering essential services
to communities. Early indication as to the continuation, lapse or other treatment of funding for an
expiring agreement is necessary to enable states to effectively manage their service delivery
responsibilities.

There are 14 agreements?! expected to expire in 2020-21:

e Essential vaccines

e Improving trachoma control services for Indigenous Australians
e Encouraging more clinical trials in Australia

e Expansion of the BreastScreen Australia program

e Rheumatic fever strategy

e Public dental services for adults

¢ National Infection Control Training Fund

¢ North Queensland strata title inspection scheme

e COVID-19 domestic and family violence responses

¢ On-farm emergency water infrastructure rebate

¢ National varroa mite eradication program

¢ Implementing water reform in the Murray-Darling Basin
¢ Small business regulatory reform

e Remote self-isolation facilities.

* Includes any expiring schedules to Federation Funding Agreements.
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Of these expiring agreements, the National Infection Control Training Fund and Remote
self-isolation facilities have no funding allocated beyond 2020-21 in the 2021-22 Federal Budget.

National funding was allocated in the 2021-22 Federal Budget to continue support in the
remaining 12 policy areas, however state funding allocations are yet to be determined and/or
funding is to be provided under yet to be negotiated funding agreements.

The 2021-22 Federal Budget provides for a one-year extension for Public Dental Services for
Adults to 2021-22. Queensland is expecting $21.7 million under the extension. While this funding
is welcomed, short-term extensions create significant uncertainty for the sector and for
Queenslanders who use these services. Queensland continues to advocate for a long-term
funding arrangement from the Australian Government for this agreement.

The 2021-22 Federal Budget also committed funding over the forward estimates for
Essential Vaccines ($18.7 million from 2020-21 to 2024-25), indicating broad support for the
program’s continuation.

A further 17 agreements are expected to expire in 2021-22. Of note, the current National
Partnership Agreement on Universal Access to Early Childhood Education only covers service
delivery to 31 December 2021.

The 2021-22 Federal Budget also announced $1.6 billion nationally over 4 years from

2021-22 and then $589 million per year (indexed) to provide an ongoing Australian Government
funding contribution to preschool. Funding for the 2022 to 2025 preschool years will be delivered
through a new 4-year funding agreement to be negotiated with states and territories.

8.6 State-local government financial relations

The Queensland Government allocates considerable funding in the Queensland Budget to
support local governments across the state. The Queensland Government acknowledges the
shared responsibilities in serving the people of Queensland and the critical role local governments
play in supporting their local communities.

In 2021-22, the Queensland Government will provide a total of $1.447 billion in grants to local
governments.

This includes current, capital and asset grants to local government authorities and Indigenous
councils, as well as Australian Government grants paid through the state to local governments.

Grants to local governments are delivered through numerous Queensland Government
departments and agencies for a variety of purposes, including through the programs discussed
below.

Significant stimulus delivered in response to the COVID-19 pandemic included the
COVID Works for Queensland program and the Unite and Recover Community Stimulus
Package. These initiatives have assisted Queenslanders in the ongoing economic recovery.
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As part of the 2021-22 Queensland Budget, the Works for Queensland program received an
additional $200 million and the SEQ Community Stimulus Program received an additional $150
million in funding, to enable investment in new infrastructure and community assets that create

jobs in local communities.

A summary of grant programs that are exclusively available to local governments are listed in

Table 8.2.
Table 8.2

Grant programs exclusively available to local governments

Total funding

Alliances Program

efficiency and administration of water infrastructure.

Program name Description (from 2015-16
to 2024-25)
Supports local governments in regional areas to
Works for Queensland undertake job creating maintenance and minor $900 million*
infrastructure works.
Supports all local governments to respond to and recover
COVID Works f . . . . -
Queenslar?(; s tor from the COVID-19 pandemic to deliver job creating new | $200 million
infrastructure, maintenance or minor works projects.
South East Queensland Supports south East Queen§land local governments to
. . fast-track investment in new infrastructure and Y
(SEQ) Community Stimulus . . . . $150 million
community assets that create jobs and deliver economic
Program . o
stimulus to local communities.
Unite and Recover Supports SEQ Ioca! governments .to recover from_ the
. . COVID-19 pandemic by fast-tracking investment in new -
Community Stimulus . . . $50 million
Package infrastructure and community assets that create jobs and
deliver economic stimulus to local communities.
Transport Infrastructure Provides targeted investment in regional local -
. $700 million
Development Scheme government transport infrastructure.
Provides funding for critical infrastructure in regional
Building our Regions areas to support economic development, including $418.3 million®
generating jobs.
Local Government Grants Provides funding for priority infrastructure projects that "
L . . . . $286.5 million
and Subsidies Program will enhance sustainable and liveable communities.
Coastal Hazard Adaptation Assists coastal local governments to prepare plans and $15 million
Program — QCoast2100 strategies for addressing the impact of climate change.
Queensland Water Regional | Assists regional councils to collaborate and improve the $6 million

In addition to the above grant programs, the Queensland Government has signed the National
Partnership Agreement on Disaster Risk Reduction, which is a 5-year partnership between the
Australian Government and the states to support disaster mitigation projects and build resilience
to natural disasters. This fund is administered by the Queensland Reconstruction Authority (QRA)
and replaces the Queensland Disaster Resilience Fund.

! Total funding of $1 billion for Works for Queensland referenced in other sections of this budget paper relate to a longer time period.

2 Total funding of $200 million for SEQ Community Stimulus Program referenced in other sections of this budget paper relate to a longer time period.
2 Figure includes $70 million in new funding for Building our Regions Round 6.
4 Funding is ongoing. Figure is based on current projections.
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The QRA also administers the Disaster Recovery Funding Arrangements which is a joint funding
initiative of the Queensland and Australian Governments to provide disaster relief and recovery
payments to help communities recover following the effects of natural disasters. Under these
arrangements the government administers significant funding (over $700 million) to provide
disaster relief and assist with reconstruction of local government infrastructure damaged during
natural disasters. The amount of funding administered is dependent on the final number and
value of claims submitted.

The Queensland Government also understands there are added challenges faced by Indigenous
councils, which are often located in very remote areas of the state, to ensure their communities
have access to essential services and critical infrastructure. To address these challenges, the
government has allocated substantial funding to specifically support Indigenous councils and their
communities.

A summary of grant programs available to Indigenous councils and their communities are listed in
Table 8.3.

Table 8.3 Grant programs to support Indigenous councils and their communities

Total funding
Program name Description (from 2015-16
to 2024-25)

Indigenous Councils Contributes to the cost of water, wastewater and solid

Critical Infrastructure . . . . $120 million
waste infrastructure in Indigenous communities.
Program
Deliver environmental health and other infrastructure
Major Infrastructure upgrades within the Torres Strait Island Regional $15 million
Program Council, Torres Shire Council and Northern Peninsula

Area Regional Council areas.

A financial contribution (in lieu of rates) to meet the costs
incurred by Indigenous councils in the provision of local $354.4 million*
government services.

State Government
Financial Aid

Indigenous Local
Government Sustainability
Program (2016-18)

Assisted Indigenous councils to increase their capacity,

capability and sustainability. $8.2 million

! Funding is ongoing. Figure is based on current projections.
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9

Public Non-Financial Corporations
Sector

Features

Entities in the Public Non-financial Corporations (PNFC) Sector provide essential services
such as electricity supply and distribution, bulk water supply, rail services and port
services. The Queensland Government has a strong commitment to keeping these assets
in public ownership, and expects these businesses to operate commercially and efficiently
and to work towards continually improving services to Queenslanders.

The government is supporting over $3.7 billion of infrastructure investment through the
PNFC Sector in 2021-22. This includes over $2.24 billion on electricity infrastructure,
$900 million on rail infrastructure, $320 million on water infrastructure and $240 million on
port infrastructure.

In 2020-21, the PNFC Sector is forecast to generate $419 million of dividends, although
forecasts highlight declines in electricity sector revenues due to regulatory determinations
and market dynamics. The reductions in network and wholesale prices are leading to lower
electricity prices for Queenslanders. In addition, because the government owns these
assets, dividends generated by government-owned corporations (GOCs) form part of
consolidated revenue used to fund a range of government services.

The government is delivering significant energy policy initiatives including the $2 billion
Queensland Renewable Energy and Hydrogen Jobs Fund to enable energy GOCs to
increase investment in commercial renewable energy and hydrogen projects, along with
supporting infrastructure, including in partnership with the private sector. This represents a
$1.5 billion increase to the existing $500 million Renewable Energy Fund.

The government has committed $145 million to establish 3 Queensland Renewable Energy
Zones (REZs) across Queensland. For the Northern Queensland REZ, the government is
investing $40 million to upgrade transmission lines south of Cairns, enabling Neoen’s $370
million Kaban Green Power Hub to proceed and supporting 250 construction jobs.

The government is delivering lower electricity prices for Queensland households and
businesses. Over the period from 2017-18 to 2021-22, electricity bills for the typical
regional Queensland household have fallen by over 17 per cent. In June 2021, the
Queensland Competition Authority released its Final Determination for regulated regional
electricity prices in 2021-22, with an average household expected to receive a 7.3 per cent
reduction in their electricity bill in 2021-22, and average small and large businesses both
expected to receive reductions of up to 3.7 per cent.

Queensland Rail continues to work with external partners to progress significant new rail
infrastructure including the Cross River Rail project, European Train Control Systems, new
stations, and train stabling and station accessibility upgrades.
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e Major port projects continuing in 2021-22 include the $232 million Townsville Channel
Capacity Upgrade which will widen the existing sea channels and improve freight export
and import opportunities for North Queensland. Planning is also underway for significant
infrastructure upgrades at the Ports North Cairns Marine Precinct to support the Cairns
marine industry, diversify the local economy and take advantage of emerging
defence-related opportunities.

e Construction of the Rookwood Weir and associated infrastructure like roads and bridges is
significantly progressed, jointly funded by the Queensland Government and Australian
Government, and on track for completion in 2023. This project will grow agricultural
production along the Fitzroy River and will ultimately enhance the security of urban and
industrial water supplies for Gladstone and Capricorn Coast centres.

9.1 Context

Entities comprising the Public Non-financial Corporations (PNFC) Sector provide vital services
such as electricity supply and distribution, water supply, and rail and port services.

Queensland government-owned corporations (GOCs), declared by regulation to be GOCs under
the Government Owned Corporations Act 1993 (GOC Act), comprise a large share of the PNFC
Sector. The sector also comprises commercialised statutory entities, including Queensland Rail,
Queensland Bulk Water Supply Authority (trading as Seqwater), local water boards and other
public corporations (such as Stadiums Queensland).

GOCs are accountable for their financial performance and are required to be commercial and
efficient organisations. These requirements are legislated under the GOC Act, and similar
provisions are made in the enabling legislation of Queensland Rail and Seqwater. The entities
incur costs and bear commercial risks in the delivery of their services or products, and generate a
commercial rate of return from the sale of these services or products.

Returns from the PNFC Sector contribute to consolidated revenue and are used to pay for various
government services. A portion of PNFC revenue may arise from community service obligation
(CSO) payments from the government. Such payments are used to subsidise particular services
so they can be offered to the community at prices lower than would otherwise be possible if full
cost recovery and normal margins were applied.

A key example is the CSO paid to Energy Queensland Limited (EQL) to provide electricity in
regional Queensland at prices based on the costs of supply in South East Queensland, in
accordance with the government’s Uniform Tariff Policy. This ensures that electricity prices in
regional Queensland are much lower than would otherwise be the case.

The commercial nature of these entities ensures debt is self-supporting, and net worth continues
to grow over the forward estimates. The Queensland Government’s ongoing commitment to
maintaining public ownership of the entities in the PNFC Sector guarantees all Queenslanders
benefit from their performance.
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Table 9.1 Key financial aggregates*

2019-20 2020-21 2020-21 202122 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million $million $million $million $million $million $million

Revenue 13,580 12,607 12,418 12237 11,958 11,750 11,967
Expenses 12,662 11,981 11,413 11,463 11,190 11,070 11,247
Net Operating 927 626 1,006 774 768 680 720
Balance

PNFA? 3,156 3,460 3,491 3,713 3,654 3,297 3,327
Assets 70,840 70,887 70012 71,678 72,904 74092 75194
Borrowing with QTC 38,894 39,967 40225 40,655 40,782 40,978 41,369

Leases and other

ea: 492 468 448 405 372 338 302
similar arrangements

Securities and 1,315 529 68 245 142 129 134
derivatives

Notes:

1. Numbers may not add due to rounding.
2. PNFA: Purchases of non-financial assets.

9.1.1 Electricity networks

The government owns 2 electricity network businesses that are responsible for transmitting safe,
reliable electricity to consumers across the state (Powerlink and Energy Queensland Limited).

Powerlink

Powerlink owns, develops, operates and maintains the electricity transmission network in
Queensland. Its network spans approximately 1,700 km from north of Cairns to the
New South Wales border, and comprises 15,338 km of transmission lines and 147 substations.

Powerlink’s role in the electricity supply chain is to transmit high voltage electricity through its
transmission grid to the distribution networks.

Powerlink also transmits electricity to high-usage industrial customers such as rail companies,
mines and mineral processing facilities, and to New South Wales via the Queensland/New South
Wales interconnector transmission line.

Energy Queensland Limited (EQL)

EQL owns and operates the low-voltage distribution network that transmits electricity from
Powerlink’s transmission network to households and businesses across Queensland. EQL
includes a number of operating subsidiary businesses.

Ergon Energy Network and Ergon Energy Retail provide distribution network and customer retail
services respectively in regional Queensland, while Energex provides distribution network
services to customers within South East Queensland.
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Yurika is also involved in a range of other service delivery functions including demand
management services, large-scale connections, microgrid solutions, the provision of contestable
metering services and telecommunications infrastructure. Yurika is focused on pursuing strategic
investments in unregulated markets to provide greater choice to commercial and industrial
customers, and to provide EQL with an enhanced ability to respond to emerging trends.

Network revenues

Revenues for the network businesses are largely derived from network services that are
regulated by the Australian Energy Regulator (AER). The AER determines these revenues on a
5-yearly basis, based on the businesses’ proposals and its view of the reasonable benchmark
efficient costs for a network business.

In January 2021, Powerlink submitted its revenue proposal to the AER for the 2022—-27 period.
The AER will publish draft and final decisions in October 2021 and April 2022, respectively.

Similarly, Energex and Ergon Energy Network, as electricity distribution providers, have their
distribution charges for each 5-year period determined by the AER. The AER published its final
decision in June 2020 for the 2020-25 regulatory control period, leading to significant electricity
bill reductions for the average Queensland residential household and small business.

This AER revenue determination also led to a reduction in revenue and earnings for EQL relative
to the previous AER regulatory period (2015-20), driven largely by a reduction in the allowable
return on capital and a focus on reduced operating expenditure.

9.1.2 Electricity generation

Queensland is in a strong position to deliver reliable and affordable energy through significant
baseload and renewable generation capacity.

Queensland continues to operate Australia’s youngest and most efficient fleet of coal-fired
generators and an increasing number of large-scale renewable projects. This includes assets
owned by government-owned generators — CleanCo, CS Energy, and Stanwell.

In March 2020, CleanCo announced it will build, own and operate the 102.6 megawatt (MW)
Karara Wind Farm. In addition, the generators have entered into new long-term power purchase
agreements with several wind and solar farms. With these investments, government-owned
generators now own or support over 2,000 MW of renewable energy generation across
Queensland.

The GOCs will play a key role in helping to deliver the government's 50 per cent Queensland
Renewable Energy Target by 2030.

CleanCo

CleanCo is the newest publicly owned energy generator in Queensland, owning and operating a
portfolio of low and no emissions generation assets across Queensland. Following the transfer of
a strategic low-emissions generation portfolio from Stanwell and CS Energy in late-2019,
CleanCo has been an active participant in the National Electricity Market.
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In addition to its foundation portfolio, in 2020, CleanCo committed to support a further 930 MW in
renewable generation capacity. This will be achieved by 3 power purchase agreements in the
Darling Downs and Far North Queensland and the 102.6 MW Karara Wind Farm in the Darling
Downs, which the company will build, own and operate. As a result, CleanCo is well-progressed
to meet its mandate to support 1,000 MW of new renewable energy generation capacity in
Queensland by 2025 and deliver the government’s Renewables 400 reverse auction — involving
CleanCo supporting 400 MW of new clean energy capacity at MacIntyre Wind Farm.

CS Energy

CS Energy is a major supplier of electricity across Queensland, with a portfolio of around

3,500 MW of installed capacity under management, including the Callide B and Kogan Creek
Power Stations, and the Callide C Power Station, which it operates and has a 50 per cent
ownership interest in. CS Energy is also a party to the Gladstone Interconnection and Power
Pooling Agreement, and trades output of the Gladstone Power Station that exceeds the electricity
requirements of the Boyne Island aluminium smelter

Since 2020, CS Energy has entered multiple agreements to purchase electricity from renewable
energy generators, including with Moura, Warwick, Hughenden, and Columboola solar farms.
CS Energy also provides retail services to large commercial and industrial customers throughout
Queensland and has a 50/50 joint venture with Alinta Energy to supply electricity to residential
and small business customers in South East Queensland. In partnership with Japan’s IHI
Corporation, CS Energy will undertake a feasibility study into establishing a renewable hydrogen
demonstration plant next to Kogan Creek Power Station near Chinchilla.

On 25 May 2021, a fire occurred at the Callide C Power Station. The cause of the incident is
subject to an investigation.

Stanwell

Stanwell is a major supplier of electricity across Queensland, with a portfolio of around 3,300 MW
of installed capacity from its 3 coal-fired power stations in Queensland. Stanwell also sells
electricity directly to large commercial and industrial customers in Queensland, New South Wales,
the Australian Capital Territory, and Victoria, and earns revenue from coking coal exported from
Curragh Mine.

In 2020, Stanwell entered a long-term agreement to offtake 348 MW of renewable energy from
the Clarke Creek Wind Farm. The wind farm is located around 150 km north-west of
Rockhampton in Central Queensland, with construction commencing in 2021.

Notable ongoing feasibility investigations for Stanwell include: a hydrogen export facility in
Gladstone as part of a consortium with Japan’s Iwatani Corporation; and partnering with Vast
Solar to undertake a feasibility study into a concentrated solar thermal power plant to be located
at Mount Isa, providing a potential long-term solution to lower cost power supply in the region.
Stanwell is also assessing market responses to its expression of interest calling for renewable
energy project opportunities.
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Box 9.1 Renewable energy

Affordable and reliable energy supply is crucial to Queensland’s economic prosperity.
Queensland’s clean energy policies underpin affordable and reliable energy, while supporting
increased investment, jobs and economic growth. This includes the 50 per cent Queensland
Renewable Energy Target by 2030 which will reduce emissions, help address climate change,
create jobs and diversify the state’s economy.

Since 2015, 44 large-scale renewable energy projects have become operational, financially
committed, or are under construction in Queensland. This represents around $10 billion in
investment and more than 7,000 construction jobs. Once all projects are operational,
Queensland will have more than 9,100 MW of small-scale and large-scale renewable energy
capacity.

At the end of 2020, Queensland reached a significant milestone, at which point renewables
were supplying over 20 per cent of our electricity demand. This significant investment in
renewables is testament to Queensland’s world-class renewable energy resources. It is critical
that Queensland continues to leverage this competitive advantage to support further
investment and economic growth across the state, and to underpin the transition to a
sustainable energy future.

In recognition of the crucial role the GOCs will play in Queensland’s energy transformation, the
government has established the $2 billion Queensland Renewable Energy and Hydrogen Jobs
Fund for energy GOCs to increase investment in commercial renewable energy and hydrogen
projects, along with supporting infrastructure, including in partnership with the private sector.
This will advance the State towards the renewable energy target, create jobs, and further
establish Queensland as a leader in renewable energy and green-energy based economic
development.

New GOC investment in renewables will complement the State’s existing portfolio of baseload
generation assets, which will be critical to ensure security of electricity supply through
Queensland’s energy transformation and support a growing manufacturing and resources
sector.

The Queensland Government’s Economic Recovery Plan also included a commitment of
$145 million to establish 3 Renewable Energy Zones across northern, central and southern
Queensland. In these zones, the government will undertake strategic network investments,
streamline the development of new renewable energy projects and work to match industrial
energy demand with cheap, clean renewable energy.

9.1.3 Rail

Queensland Rail is an integrated, publicly owned rail operator, responsible for the delivery of
passenger transport in South East Queensland, long distance passenger services in rural and
regional Queensland and provision of third-party access to networks for freight transport across
the state.
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The majority of services are delivered under a Rail Transport Services Contract (TSC) with the
government, represented by the Department of Transport and Main Roads. The Rail TSC
provides funding for rail infrastructure, Citytrain (South East Queensland passenger services) and
Traveltrain (regional passenger services).

In 2021-22, Queensland Rail will support the delivery of significant new rail infrastructure,
including the Cross River Rail project by the Cross River Rail Delivery Authority and other
transformational rail infrastructure projects to increase rail service delivery for the State’s growing
population. These investments will support local manufacturing supply chains, as well as creating
and maintaining jobs in regional areas.

914 Ports

Queensland has a large network of ports that are owned and run by GOCs along its coastline.
These businesses, Gladstone Ports Corporation (GPC), North Queensland Bulk Ports
Corporation (NQBP), Port of Townsville Limited (POTL), and Far North Queensland Ports
Corporation (trading as Ports North), own and operate a range of assets from small facilities
serving local communities to large, world class multi-user and multi-cargo ports, which have
public and privately owned import and export facilities.

Queensland’s ports play an essential role in the state’s supply chain networks and economy, and
their efficient operation is key to economic growth, job creation and sustainable development
across the state.

Government-owned ports in regional areas will remain committed to supporting local communities
recovering from the impacts of COVID-19 with Ports North expected to provide approximately
$10 million in ongoing fee and rent relief to Far North Queensland’s tourism industry operators
over the period from February 2020 to June 2022.

Government-owned ports will work with government on the ‘Backing Queensland Maritime Jobs’
initiative to create a new coastal shipping service, providing economic stimulus to regional
Queensland and fostering growth and skills of a local maritime workforce.

Other port GOC projects continuing throughout 2021-22 include:

e the $232 million Channel Capacity Upgrade at the Port of Townsville
e ongoing works at Gladstone Port Corporation’s RG Tanna Coal Terminal
e upgrading facilities at the Cairns Marine Precinct

e preparing Master Plans for the Ports of Cairns and Mourilyan to inform future capital
investment in the Precinct

e working with proponents in Gladstone and Townsville to identify and progress potential
Hydrogen opportunities at the respective ports.
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Box 9.2 Queensland’s hydrogen future

Queensland has the potential to lead the nation in the future production of hydrogen for both
the domestic and export markets, with the development of this sector offering significant
industry development and job opportunities across regional Queensland. Queensland is
already providing direct investment in state-of-the-art training facilities to attract new workers to
the industry, and supporting partnerships between Queensland GOCs and the private sector.

Queensland GOCs are leading research, development, and commercialisation opportunities for
hydrogen production. The port and energy GOCs are ideally positioned to apply their skills,
experience, and infrastructure towards advancing Queensland’s hydrogen future.

Various domestic and international opportunities are currently being explored by Queensland
GOCs, including in partnership with other key stakeholders, such as:

e POTL and Origin Energy signed a memorandum of understanding in April 2021 for the
development of a hydrogen facility in Townsville. This includes investigating the potential
expansion of POTL land, construction of a new berth and supporting infrastructure

e Stanwell announced the formation of a consortium with Japanese energy company,
Iwatani Corporation, in November 2020 to progress studies and planning for a potential
new renewable hydrogen export facility at Gladstone Port. This commitment follows
Stanwell’'s completion of its Central Queensland hydrogen concept study in 2020

e CS Energy and IHI Corporation Japan announced a partnership in February 2021 to
assess the feasibility of establishing a renewable hydrogen demonstration plant next to
CS Energy’s Kogan Creek Power Station near Chinchilla. The concept includes the
co-location of a solar farm, battery, hydrogen electrolyser and a hydrogen fuel cell. The
focus of this project is a hydrogen electrolyser being powered by behind-the-meter solar
energy, which would make it one of the few truly green hydrogen projects in Australia

e in March 2021, GPC signed a memorandum of understanding with Sumitomo Australia,
Gladstone Regional Council, Australian Gas Infrastructure Group, and Central Queensland
University to establish a Gladstone H2 Ecosystem which will enable parties to work
together to identify and progress hydrogen opportunities in the region.

These are important steps towards the government’s plan to build Queensland’s hydrogen
industry and highlights the key role that regional Queensland will play in the hydrogen supply
chain, with the potential to create thousands of regional jobs in the process.

The efforts of these GOCs will complement the role of the newly-established Queensland
Hydrogen Taskforce to fast-track the planning, development, production, domestic use and
export of hydrogen from Queensland.
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9.15 Water

The 2 largest entities in the Queensland bulk water supply industry are the Queensland Bulk
Water Supply Authority (trading as Segwater) and Sunwater Limited (Sunwater). Other water
entities in the PNFC Sector include the Gladstone Area Water Board and Mount Isa Water Board.

Seqwater

Segwater is responsible for supplying safe, secure and reliable bulk drinking water for people
across South East Queensland. Its assets and operations are spread across a large geographic
area from the New South Wales border to the base of the Toowoomba ranges and as far north as
Gympie. Seqwater provides essential flood mitigation services and manages 7 water supply
schemes which provide irrigation services.

Dams play a vital role in South East Queensland’s water supply. Seqwater has an ongoing Dam
Improvement Program (DIP) to ensure the safety and reliability of its dams and compliance with
dam safety guidelines into the future.

Key projects for Seqwater in 2021-22 include:

e construction of the South West Pipeline to connect Beaudesert to the South East Queensland
Water Grid to ensure a reliable long-term water supply

o further works at the Mount Crosby East Bank Water Treatment Plant, including refurbishment
of water treatment plant filters and upgrading the substation to improve flood resilience

¢ planning activities for the Somerset Dam safety upgrade

e preparatory work for the Toowoomba to Warwick Pipeline.

Drought conditions have seen a steady decline in South East Queensland dam levels since 2018,
with Segwater continuing to operate in a drought response mode. This includes utilising the Gold
Coast Desalination Plant and South East Queensland Water Grid to preserve dam levels as well
as continuing the water saving campaign to reduce water consumption. Further drought response
measures may be required through 2021-22 if dam levels continue to fall.

Sunwater

Sunwater is the government’s major bulk water supply business for regions outside of South East
Queensland. It supplies untreated bulk water to approximately 5,000 customers across the
industrial, mining, urban and irrigation customer segments. Sunwater provides this through an
extensive regional asset base, owning and managing water infrastructure assets with a
replacement value of around $14 billion.

Dam safety is a major focus for Sunwater, as it is for all bulk water suppliers. Like Seqwater,
Sunwater has an ongoing DIP to ensure the safety and reliability of its dams and compliance with
dam safety guidelines into the future. The DIP is an essential works program and a key
determinant of Sunwater’s financial performance over time.

174



Budget Strategy and Outlook 2021-22

Key projects for Sunwater in 202122 include:

e progressing planning for the Paradise Dam improvement project to identify the optimal option
to enhance the dam to meet future extreme weather events

e progressing planning for the Burdekin Falls Dam improvement project
e continuing investigations into potentially raising Burdekin Falls Dam
e continuing work to deliver efficiency improvements to the Mareeba-Dimbulah Water Supply

Scheme.
9.2 Finances and performance
9.2.1 Earnings before interest and tax

Total PNFC Sector earnings before interest and tax (EBIT) for 2020-21 of $2.717 billion are
consistent with the $2.715 billion forecast at the 2020-21 Queensland Budget. Across the forward
estimates, PNFC Sector EBIT is expected to increase to $2.851 billion by 2021—-22 and decline to
$2.085 billion by 2024-25, with a similar trend reflected across all sectors except ports.

The electricity network sector EBIT is estimated to fall by around one-third in 2020-21 (compared
to 2019-20 levels) and remain lower over the forward estimates, driven by EQL'’s regulated
revenue determinations for the 2020-25 period and, to a lesser extent, by Powerlink’s upcoming
regulated revenue determination for the 2022—2027 period (currently under review by the AER).

From 2021-22, electricity generation EBIT is forecast to decline year-on-year with wholesale
price expectations remaining subdued over the forward estimates. Low and sustained wholesale
electricity prices are expected over the forward estimates in Queensland and the broader National
Electricity Market, driven by the increased penetration of renewable energy.

While recent and planned investments in renewable energy projects by Queensland GOCs will
complement the portfolio of existing baseload assets, given the broader market forces, earnings
from Queensland generation GOCs are expected to be generally lower over this period.

Port sector EBIT is forecast to trend upwards over the forward estimates, reflecting the various
long-term revenue contracts supported by completion of revenue generating capital expansions.

Water sector EBIT in 2020-21 is expected to be $180 million higher than forecast at the 2020-21
Budget, due to deferred expensing of DIP works, as well accounting adjustments to reflect
Sunwater’s specific liability for the 2011 South East Queensland Floods class action following a
settlement agreement. Over the forward estimates, earnings are supported by the upwards trend
associated with the South East Queensland bulk water price path, offset by expenses from
Sunwater’s DIP.
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Table 9.2 Earnings before interest and tax*

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$million $million $million $million $million $million $million
Electricity Networks 1,795 1,179 1,198 1,276 1,241 1,185 1,144
Electricity Generation (469) 572 425 478 333 119 62
Rail 255 301 296 335 337 294 292
Ports 159 192 195 209 222 245 259
Water 255 517 697 598 595 479 435
Other? (90) (45) (95) (45) (92) (100) (107)
Total PNFC Sector 1,905 2,715 2,717 2,851 2,636 2,222 2,085
Notes:
1. Numbers may not add due to rounding.
2. Includes other public corporations.

9.2.2 Borrowings

Entities in the PNFC Sector use debt financing as a source of funds for asset renewal and capital
investments, and to maintain an optimal capital structure. Borrowings also include derivative
liabilities associated with hedging activities undertaken by the GOCs.

PNFC Sector entities are required to take a prudent and sound approach to debt management,
including the establishment of borrowing arrangements which are appropriate to the business risk
of the organisation. These arrangements consider the appropriateness of the proposed capital
expenditure program, together with the implications of borrowings on key financial and
performance related indicators.

Importantly, PNFC sector entity asset values are a relevant factor in considering overall PNFC
sector entity borrowings. On average, for 2020-21, PNFC sector entities borrow around
58 per cent of their asset values.

For the PNFC Sector as a whole, increases in borrowings are more than offset by increases in
the value of total assets over time, with the ratio of borrowings to total assets falling to around
56 per cent by 2024-25.

Public ownership of electricity, port, rail and water infrastructure provides the Queensland
Government with opportunities to achieve better outcomes for all Queenslanders. In the electricity
sector, through public ownership, the government can put downward pressure on electricity prices
by ensuring a safe and reliable supply of electricity while creating new jobs across the industry.
The government monitors gearing levels of the GOCs to target metrics consistent with an
investment grade credit rating and comparable with similar entities in their respective sectors.
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Total PNFC Sector borrowings for 2020-21 are estimated to be $40.742 billion, or $222 million
less than forecast at the 2020-21 Budget. The decrease is primarily due to a reduction in the
value of derivative positions held by GOCs in the electricity generation sector, with falling
wholesale electricity prices having a favourable price impact on liabilities.

Over the forward estimates, total PNFC Sector borrowings will remain relatively stable over the
forward estimates, increasing to $41.806 billion by 2024—25, primarily driven by higher capital
expenditure in the rail and electricity network sectors, and partly offset by reduced borrowings in
the electricity generation sector (from unwinding of derivative positions and/or principal debt
repayment) and water sector.

Borrowings in the water sector are largely attributable to Seqwater, which currently holds

$9.426 billion of debt. This debt balance is the result of the large investment in water
infrastructure in response to the Millennium Drought and the associated price path. Seqwater’s
forecast borrowings reduce across the forward estimates, with price path debt repayment forecast
to commence in 2021-22.

Port sector borrowings are forecast to increase modestly to $1.160 billion by 2024-25, with
increases to fund major capital works and infrastructure projects by the Port of Townsville and
Ports North.

Table 9.3 Borrowings!

2019-20 2020-21 2020-21 202122 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million  $million $million $million $million $million $million

Electricity Networks 23,050 23,830 24,010 24,255 24,322 24,454 24,637
Electricity Generation 2,655 1,845 1,409 1,571 1,440 1,450 1,431
Rail 3,746 4,093 4,087 4,412 4,683 4,898 5,102
Ports 1,086 1,090 1,085 1,113 1,151 1,160 1,160
Water 9,985 9,937 9,982 9,796 9,553 9,345 9,346
Other? 178 169 168 158 147 138 130

Total PNFC Sector?® 40,700 40,964 40,742 41,306 41,296 41,445 41,806
Total Assets 70,840 70,887 70,012 71,678 72,904 74,092 75,194

Notes:

1. Numbers may not add due to rounding.
2. Includes other public corporations.

3. Total PNFC Sector comprises borrowing with QTC, leases and other similar arrangements, and securities
and derivatives.
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9.2.3 Returns to government

PNFC Sector entities provide returns to government by way of dividends and tax equivalent
payments.

Dividends

Dividends generated by the PNFC Sector form part of consolidated revenue used to fund a range
of government services. The GOC Act provides for the payment of dividends, with the dividend
policies of GOCs determined by government. Each year, GOC boards make a dividend
recommendation for government consideration.

Total PNFC Sector dividends for 2020-21 are expected to be $419 million, or $211 million less
than forecast at the 2020-21 Budget, with increases in the electricity networks and water sectors
more than offset by decreases in the electricity generation sector.

In the water sector, higher dividends in 2020-21 from Sunwater are due to deferred expensing of
DIP works, while in the electricity generation sector, lower dividends correspond primarily to
declining profitability from subdued wholesale electricity prices.

Over the forward estimates, lower expected profits translate into lower dividends, with decreases
in the electricity networks and generation sectors from 2021-22 only partly offset by increases in
the ports sector. Total PNFC Sector dividends are expected to rise to $568 million in 2021-22
then decline year-on-year to $456 million by 2024-25.

Electricity network dividends are expected to fall to $129 million in 2020-21, from $532 million in
2019-20, due to the AER'’s revenue determination leading to an expected fall in EQL’s earnings,
with a modest recovery thereafter.

Electricity generation dividends are lower in 2020-21 and 2021-22 relative to previous years, with
the entry of significant volumes of renewables boosting supply into the grid and putting sustained
downward pressure on wholesale electricity prices. Lower wholesale prices driven by the influx of
renewable generation impacts all generators in the sector.

Given the soft market outlook, dividends from the GOC generation sector have not been assumed
in the later years of the forward estimates. In addition, the recent incident at Callide Power
Station is expected to reduce returns to government from CS Energy in 2020-21, although it is
too early to ascertain any longer-term implications.

Ports sector dividends are forecast to increase over the forward estimates in line with earnings.

In the water sector, dividends are expected to be modest over the forward estimates due to the
repayment of price path debt by Seqwater and DIP costs. At this stage, only the Mount Isa and
Gladstone Area Water Boards are forecasting dividends from 2021-22.
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Table 9.4 Dividends?

2019-20 202021 202021 202122 202223 202324 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million  $million $million $million $million $million $million
Electricity Networks 532 106 129 188 186 165 150
Electricity Generation 305 278 23 98
Rail 119 142 141 162 204 167 153
Ports 110 97 101 111 121 136 144
Water 5 8 26 10 11 10 9
Other? 15
Total PNFC Sector 1,086 630 419 568 523 477 456
Notes:
1. Numbers may not add due to rounding.
2. Includes other public corporations.

Tax equivalent payments

Tax equivalent payments (TEPs) are paid by PNFC Sector entities to recognise the benefits
derived because they are not liable to pay Australian Government tax. The primary objective of
the payment is to promote competitive neutrality through a uniform application of income tax laws
between the government-owned businesses and their private sector counterparts.

In line with the trend in earnings growth, TEPs are expected to increase from $379 million in
2020-21 to $444 million in 2021-22, and then decrease year-on-year to $285 million by 2024-25.

Table 9.5 Tax equivalent payments?

2019-20 2020-21 2020-21 202122 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million  $million $million $million $million $million $million

Electricity Networks 358 158 159 195 198 191 187
Electricity Generation 232 163 117 117 68 17 13
Rail 55 51 40 71 56 27 11
Ports 56 50 50 55 60 66 68
Water 12 4 6 5 6 5 5
Other? 3 5 5 1 1

Total PNFC Sector 716 431 379 444 387 306 285
Notes:

1. Numbers may not add due to rounding.
2. Includes other public corporations.
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Competitive Neutrality Fees

Competitive Neutrality policy requires that public sector businesses, including GOCs, should not
have a competitive advantage (or disadvantage) over the private sector solely due to their
government ownership. A key application of this policy is the competitive neutrality fee (CNF).

The CNF is applied to a GOC's cost of debt to neutralise any cost of funds advantage by way of
government ownership on the basis of GOCs’ ability to borrow funds at a lower rate than private
sector competitors given the government’s credit strength.

In general, changes in CNF payments reflect movements in borrowing amounts, interest rate
spreads and the entity’s stand-alone credit rating.

CNF payments by the PNFC Sector are expected to be $187 million in 2020-21, increasing
year-on-year to 2024-25, primarily due to higher payments by EQL in accordance with an
increase to its borrowings to fund capital expenditure. CNF payments by other sectors are largely
unchanged over the forward estimates.

Table 9.6 Competitive neutrality fee payments?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25

Outcome Budget Est. Act. Projection Projection Projection Projection

$million $million $million $million $million $million $million
Electricity Networks 106 118 130 150 159 166 162
Electricity Generation 16 15 15 14 11 10 10
Rail 33 27 27 25 24 27 31
Ports 10 10 10 10 9 8 8
Water 5 4 4 4 5 6 6
Total PNFC Sector 170 175 187 203 209 216 217
Notes:
1.  Numbers may not add due to rounding.

9.24 Community service obligation and rail transport services
contract payments

For public policy reasons, the government can direct GOCs to perform activities that are not in
their commercial interest (for example, discounting rural irrigation water prices to stimulate the
regional economy). In these situations, the government can compensate the GOC through the
payment of a community service obligation (CSO) for the cost of delivering the uncommercial part
of the good or service.

In line with the Queensland Government’s Uniform Tariff Policy, a CSO payment is provided to
EQL to compensate its retail subsidiary, Ergon Energy, for the increased costs of operating in
regional Queensland. This subsidy is provided to ensure Queenslanders, regardless of their
geographic location, pay a similar price for their electricity.
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Seqwater and Sunwater also own and operate water supply schemes, where irrigation prices for
some schemes are set below the level necessary to recover the costs of supply. The government
provides a CSO to offset the reduced revenue.

Similarly, TSC payments are made to Queensland Rail to deliver rail passenger services at
non-commercial (subsidised) prices for commuter and tourism markets.

Total PNFC Sector CSO and TSC payments for 2020-21 are expected to be $2.414 billion, in line
with the $2.434 billion forecast at the 2020-21 Budget. Over the forward estimates, CSO and
TSC payments are expected to increase year-on-year to $2.725 billion by 2024-25. This trend is
largely driven by TSC payments, which is due to a mix of factors such as changes in patronage,
escalation of service delivery costs, progression of capital works and operational readiness
activities to support Cross River Rail, and growth in the number of rail services offered.

Relative to 2020-21, water CSO payments are forecast to increase over the forward estimates,
due to the government’s election commitment to discount rural irrigation water prices for
Sunwater and Seqwater customers for the next 3 years. There is no CSO forecast in 2024-25
because irrigation prices have not yet been set beyond 2023-24.

Table 9.7 Community service obligation payments and transport services contracts!

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million  $ million $million $million $million $million $million

Electricity Networks 498 454 454 502 505 490 486
Rail 1,794 1,959 1,940 2,074 2,131 2,163 2,238
Water 9 21 21 35 27 26

Total PNFC Sector 2,302 2,434 2,414 2,612 2,663 2,679 2,725
Notes:

1. Numbers may not add due to rounding.

9.25 Equity movements

Levels of GOC debt and equity are managed by the government to maintain an optimal and
efficient capital structure. Corporations may apply different target capital structures to optimise
value and support business operations. Equity movements account for changes in contributed
equity and special dividends.

Total PNFC Sector equity withdrawals for 2020—-21 are expected to be $332 million, in contrast to
expected injections of $167 million forecast at the 2020-21 Budget. The variation is primarily due
to adjustments in the electricity networks and generation sectors.

In the electricity networks sector, equity adjustments are made to maintain the gearing ratios of
these businesses over time. Powerlink will receive $40 million from 2021-22 to upgrade
transmission lines to support the development of Neoen’s Kaban Green Power Hub.
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In the electricity generation sector, equity movements primarily relate to the $250 million in
funding allocated to CleanCo for its Karara Wind Farm. Other notable equity movements include
a $206 million special dividend from Queensland Treasury Holdings in 2020-21 and the $2 billion
in funding from the Queensland Renewable Energy and Hydrogen Jobs Fund (with $1 billion of
this equity funding allocated over the forward estimates).

Queensland Rail is expected to receive an equity injection of $35 million in 2022—-23 to support its
capital program, while Sunwater is expected to receive an equity injection of $100 million in
2023-24 to contribute toward essential dam safety upgrades at Burdekin Falls Dam.

Over the forward estimates, Port of Townsville will receive $105 million of contributed equity for
the Channel Capacity Upgrade project. The Queensland Government has further committed
$28 million to upgrade facilities at the Ports North-owned Cairns Marine Precinct.

Gladstone Ports Corporation (GPC), under a project agreement with the Australian Government,
is to receive $10 million for developing new export infrastructure at the Port of Bundaberg, subject
to completing project delivery milestones over 2021-22 and 2022-23.

GPC is also supporting the implementation of the Queensland Government’s $21 million Maritime
Jobs and Coastal Shipping election commitment through both a funding commitment and the
completion of a business case into a potential new portainer crane at Gladstone, subject to
approval by shareholding Ministers.

Sunwater is expected to receive a $2.9 million equity injection in 2022-23, to be passed onto the
Southern Downs Regional Council as capital grant funding, to upgrade infrastructure at Leslie
Dam.

Table 9.8 Equity movements?

2019-20 2020-21 2020-21 202122 2022-23 2023-24 2024-25
Outcome Budget Est. Act. Projection Projection Projection Projection
$ million  $ million $million $million $million $million $million

Electricity Networks (67) (80) 177) (50) (70) (70) (85)
Electricity Generation (5) 43 3 145 105

Rail . . . . 35

Ports 30 76 45 35 23 20

Water 3) . . . 3 100

Other? 323 128 (202) 350 365 270 100
Total PNFC Sector 279 167 (332) 480 461 320 15
Notes:

1.  Numbers may not add due to rounding. Bracketed numbers represent equity returns from the PNFC Sector
to the General Government Sector.

2. Includes other public corporations such as Stadiums Queensland and Queensland Treasury Holdings, and
indicative funding allocations for Queensland Renewable Energy Zones and the Queensland Renewable
Energy and Hydrogen Jobs Fund.
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10 Uniform Presentation Framework

10.1 Context

This chapter contains detailed financial statements for the Queensland Public Sector prepared
under the Uniform Presentation Framework (UPF) first agreed to at the Premier’'s conference in
1991.

The UPF has been reviewed a number of times, most significantly following the release in
October 2007 of the Australian Accounting Standards Board’s (AASB) accounting standard,
AASB 1049 Whole of Government and General Government Sector Financial Reporting. The
standard aims to harmonise Government Finance Statistics (GFS) and Generally Accepted
Accounting Principles (GAAP) with the objective of improving the clarity and transparency of
government financial statements. The UPF was reviewed most recently in February 2019
following the 2015 update to the Australian GFS Framework.

In addition, this chapter provides:

e atime series for the General Government Sector using the revised UPF
e details of General Government Sector grant revenue and expenses
e details of General Government Sector dividend and income tax equivalent income

e data on General Government Sector expenses and purchases of non-financial assets by
function

o (etails of taxation revenue collected by the General Government Sector
e contingent liabilities

e background information on the revised UPF and disclosure differences arising from it
including the conceptual basis and sector definitions, along with a list of reporting entities.

10.2 Uniform Presentation Framework financial
information

The tables on the following pages present operating statements, balance sheets and cash flow
statements prepared on the harmonised basis for the General Government, Public Non-financial
Corporations (PNFC) and Non-financial Public Sectors.

Budgeted financial information for the Public Financial Corporations sector is not required by the
UPF.
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Table 10.1 General Government Sector Operating Statement?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24  2024-25
Outcome Budget  Est.Actual Budget Projection Projection Projection
$million  $million  $milion $milion $milion $ million $ million
Revenue from Transactions
Taxation revenue 14,585 14,330 15,907 17,399 17,397 17,731 18,608
Grants revenue 27,641 29,094 31,582 31,935 33,513 35,344 36,354
Sales of goods and services 5,618 5,975 6,068 6,062 6,091 6,365 6,209
Interest income 2,076 1,882 1,901 2,537 2,591 2,622 2,702
Dividend and income tax equivalent income 1,929 1,179 916 1,142 1,072 962 937
Other revenue 5,915 3,788 4,023 4,589 5,046 5,383 5,657
Total Revenue from Transactions 57,764 56,249 60,396 63,664 65,711 68,408 70,367
Less Expenses from Transactions
Employee expenses 25,660 26,470 26,284 27,474 28,598 29,337 30,344
Superannuation expenses
Superannuation interest cost 354 246 246 373 398 400 393
Other superannuation expenses 3,183 3,231 3,116 3,156 3,234 3,307 3,355
Other operating expenses 17,087 16,956 17,102 17,963 17,273 17,614 17,576
Depreciation and amortisation 4,033 4,251 4,234 4,356 4,509 4,677 4,829
Other interest expenses 1,486 1,725 1,567 1,667 1,880 2,085 2,241
Grants expenses 11,695 12,003 11,649 12,160 12,260 11,957 11,476
Total Expenses from Transactions 63,498 64,881 64,199 67,148 68,151 69,376 70,214
Equals Net Operating Balance (5,734) (8,633) (3,803) (3,485) (2,440) (968) 153
Plus  Other economic flows - included in operating result (5,015) 4,146 8,742 195 228 262 254
Equals Operating Result (10,749) (4,486) 4,939 (3,290) (2,212) (707) 407
Plus  Other economic flows - other movements in equity 2,976 2,294 6,020 1,773 1,801 1,883 2,185
Equals Comprehensive Result - Total Change In Net Worth (7,773) (2,192) 10,960 (1,517) (411) 1,177 2,592
KEY FISCAL AGGREGATES
Net Operating Balance (5,734) (8,633) (3,803) (3,485) (2,440) (968) 153
Less Net Acquisition of Non-financial Assets
Purchases of non-financial assets 6,291 7,572 6,965 7,800 7,786 7,275 7,041
Less  Sales of non-financial assets 230 255 206 240 187 253 190
Less  Depreciation 4,033 4,251 4,234 4,356 4,509 4,677 4,829
Plus  Change in inventories 107 19 48 9 8) 4) 29
Plus  Other movements in non-financial assets 1,289 1,724 1,783 1,266 857 319 181
Equals Total Net Acquisition of Non-financial Assets 3,424 4,808 4,356 4,480 3,939 2,661 2,232
Equals Fiscal Balance (9,158)  (13,440) (8,159) (7,965) (6,379) (3,630) (2,079)

Note:
1. Numbers may not add due to rounding.
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Table 10.2 Public Non-financial Corporations Sector Operating Statement?

2019-20  2020-21 2020-21 2021-22 2022-23 2023-24  2024-25

Outcome Budget Est.Actual Budget Projection Projection Projection
$milion  $milion  $milion $milion $milion $ million $ million

Revenue from Transactions

Grants revenue 646 577 598 711 619 588 558
Sales of goods and services 12,359 11,610 11,436 11,161 10,924 10,779 10,989
Interest income 87 70 56 58 62 68 75
Dividend and income tax equivalent income 14 13 15

Other revenue 482 337 313 306 353 315 345
Total Revenue from Transactions 13,589 12,607 12,418 12,237 11,958 11,750 11,967

Less Expenses from Transactions

Employee expenses 2,087 2,196 2,156 2,211 2,279 2,359 2,437
Superannuation expenses
Superannuation interest cost (5)
Other superannuation expenses 237 228 230 241 251 260 269
Other operating expenses 5,129 4,437 4,110 3,996 3,726 3,551 3,657
Depreciation and amortisation 2,719 2,916 2,777 2,882 2,945 3,049 3,104
Other interest expenses 1,776 1,745 1,732 1,661 1,573 1,515 1,467
Grants expenses (19) 24 24 24 25 25 25
Other property expenses 737 435 383 448 391 310 289
Total Expenses from Transactions 12,662 11,981 11,413 11,463 11,190 11,070 11,247
Equals Net Operating Balance 927 626 1,006 774 768 680 720
Plus  Other economic flows - included in operating result (944) (15) (400) 13 (96) (255) (353)
Equals Operating Result 17) 611 605 787 672 424 367
Plus  Other economic flows - other movements in equity (651) (319) (580) 288 474 402 132
Equals Comprehensive Result - Total Change In Net Worth (668) 292 26 1,075 1,146 827 498

KEY FISCAL AGGREGATES

Net Operating Balance 927 626 1,006 774 768 680 720

Less Net Acquisition of Non-financial Assets

Purchases of non-financial assets 3,156 3,460 3,491 3,713 3,654 3,297 3,327
Less  Sales of non-financial assets 36 44 41 68 37 31 23
Less  Depreciation 2,719 2,916 2,777 2,882 2,945 3,049 3,104
Plus  Change in inventories 50 37 13 4 2 26 17
Plus  Other movements in non-financial assets 170 120 91 106 135 135 129
Equals Total Net Acquisition of Non-financial Assets 621 656 776 872 809 377 347
Equals Fiscal Balance 306 (30) 230 (98) (41) 302 373

Note:
1. Numbers may not add due to rounding.
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Table 10.3 Non-financial Public Sector Operating Statement?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24  2024-25
Outcome Budget  Est.Actual Budget Projection Projection Projection
$million  $milion  $milion $milion $milion  $ million $ million
Revenue from Transactions
Taxation revenue 14,254 14,024 15,589 17,062 17,052 17,379 18,254
Grants revenue 27,674 29,115 31,605 31,951 33,528 35,353 36,363
Sales of goods and services 15,596 14,956 14,863 14,320 14,314 14,542 14,607
Interest income 2,140 1,921 1,939 2,578 2,634 2,671 2,752
Dividend and income tax equivalent income 141 130 133 129 162 179 196
Other revenue 6,351 4,124 4,335 4,894 5,397 5,697 5,900
Total Revenue from Transactions 66,156 64,271 68,464 70,934 73,088 75,821 78,074
Less Expenses from Transactions
Employee expenses 27,629 28,544 28,319 29,561 30,750 31,569 32,654
Superannuation expenses
Superannuation interest cost 349 246 246 373 398 400 393
Other superannuation expenses 3,421 3,459 3,346 3,397 3,485 3,567 3,624
Other operating expenses 19,768 18,757 18,564 19,049 18,290 18,555 18,635
Depreciation and amortisation 6,752 7,167 7,012 7,238 7,453 7,726 7,933
Other interest expenses 3,070 3,265 3,095 3,107 3,226 3,366 3,466
Grants expenses 11,062 11,471 11,099 11,489 11,681 11,403 10,952
Total Expenses from Transactions 72,049 72,908 71,680 74,213 75,283 76,587 77,657
Equals Net Operating Balance (5,893) (8,637) (3,216) (3,279) (2,195) (766) 417
Plus  Other economic flows - included in operating result (6,033) 4,051 7,812 118 62 (63) (184)
Equals Operating Result (11,926) (4,586) 4,595 (3,161) (2,133) (829) 233
Plus  Other economic flows - other movements in equity 4,153 2,394 6,364 1,644 1,722 2,006 2,359
Equals Comprehensive Result - Total Change In Net Worth (7,773) (2,192) 10,960 (1,517) (411) 1,177 2,592
KEY FISCAL AGGREGATES
Net Operating Balance (5,893) (8,637) (3,216) (3,279) (2,195) (766) 417
Less Net Acquisition of Non-financial Assets
Purchases of non-financial assets 9,467 11,032 10,456 11,513 11,440 10,572 10,368
Less  Sales of non-financial assets 266 300 247 308 223 284 213
Less  Depreciation 6,752 7,167 7,012 7,238 7,453 7,726 7,933
Plus  Change in inventories 156 55 61 13 (6) 22 46
Plus  Other movements in non-financial assets 1,460 1,844 1,874 1,372 992 454 310
Equals Total Net Acquisition of Non-financial Assets 4,065 5,464 5,132 5,352 4,748 3,039 2,579
Equals Fiscal Balance (9,958)  (14,101) (8,348) (8,631) (6,943) (3,805) (2,162)

Note:
1. Numbers may not add due to rounding.
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Table 10.4 General Government Sector Balance Sheet?!

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est.Actual Budget Projection Projection Projection
$ million  $ million $million $million $million $million $ million

Assets
Financial Assets

Cash and deposits 1,205 1,005 951 860 797 747 713
Advances paid 1,280 1,415 1,357 1,545 1,644 1,609 1,530
Investments, loans and placements 29,580 34,851 38,466 39,319 40,131 40,885 41,634
Receivables 4,490 4,459 4,198 3,305 3,956 4,038 4,238
Equity
Investments in other public sector entities 21,560 21,852 21,782 22,857 24,003 24,830 25,328
Investments - other 163 164 161 161 161 161 161
Total Financial Assets 58,278 63,745 66,917 68,047 70,694 72,271 73,605

Non-financial Assets

Land and other fixed assets 223,280 235,537 237,808 243,243 248,251 252,414 255,764
Other non-financial assets 6,928 6,965 6,972 6,920 7,007 7,198 7,476
Total Non-financial Assets 230,207 242,503 244,780 250,163 255,259 259,612 263,240
Total Assets 288,485 306,247 311,697 318,210 325953 331,883 336,845
Liabilities
Payables 5,729 4,470 4,672 4,673 4,720 4,771 4,829
Superannuation liability 27,808 27,475 23,758 22,686 21,653 20,291 18,505
Other employee benefits 8,327 8,532 8,339 8,514 8,695 8,910 9,133
Advances received 1,845 1,506 1,505 1,432 1,119 1,018 868
Borrowing with QTC 37,570 53,501 47,102 57,240 67,110 73,265 77,761
Leases and other similar arrangements 6,499 7,565 7,779 7,603 7471 7,780 7,623
Securities and derivatives 198 198 198 198 198 198 198
Other liabilities 6,779 11,463 13,653 12,690 12,223 11,711 11,396
Total Liabilities 94,754 114,708 107,006 115,037 123,190 127,944 130,313
Net Worth 193,731 191,539 204,691 203,174 202,763 203,939 206,532
Net Financial Worth (36,476) (50,963) (40,089) (46,989) (52,496) (55,673) (56,708)
Net Financial Liabilities 58,036 72,815 61,871 69,847 76,499 80,503 82,036
Net Debt 14,046 25,499 15,808 24,750 33,326 39,019 42573
Notes:

1. Numbers may not add due to rounding.
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Table 10.5 Public Non-financial Corporations Sector Balance Sheet!

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget EstActual Budget Projection Projection Projection
$ million $million  $ million $million $ million $ million $ million

Assets
Financial Assets

Cash and deposits 889 945 941 784 791 874 992
Advances paid 1,491 1,216 1,236 1,214 950 897 796
Investments, loans and placements 1,787 845 233 308 217 221 232
Receivables 1,484 1,495 1,486 1,572 1,518 1,571 1,614
Equity
Investments - other 279 9 9 9 9 9 9
Total Financial Assets 5,930 4,510 3,906 3,887 3,485 3,573 3,643

Non-financial Assets

Land and other fixed assets 63,522 64,960 64,667 66,328 67,941 68,971 69,892
Other non-financial assets 1,388 1,417 1,440 1,463 1,478 1,548 1,659
Total Non-financial Assets 64,910 66,377 66,107 67,791 69,419 70,519 71,551
Total Assets 70,840 70,887 70,012 71,678 72,904 74,092 75,194
Liabilities
Payables 2,210 1,718 1,453 1,640 1,609 1,616 1,617
Superannuation liability (152) (149) (152) (152) (152) (152) (152)
Other employee benefits 911 923 914 940 955 970 986
Deposits held 13 13 13 13 13 13 13
Advances received 6 5 5 4 4 3 2
Borrowing with QTC 38,894 39,967 40,225 40,655 40,782 40,978 41,369
Leases and other similar arrangements 492 468 448 405 372 338 302
Securities and derivatives 1,315 529 68 245 142 129 134
Other liabilities 8,183 8,152 8,043 7,857 7,964 8,154 8,382
Total Liabilities 51,871 51,626 51,017 51,608 51,688 52,049 52,654
Net Worth 18,969 19,261 18,995 20,070 21,216 22,043 22,541
Net Financial Worth (45,941) (47,116) (47,112) (47,721) (48,203) (48,476) (49,010)
Net Debt 36,552 37,975 38,349 39,017 39,354 39,468 39,801
Notes:

1. Numbers may not add due to rounding.
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Table 10.6 Non-financial Public Sector Balance Sheet?!

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome  Budget EstActual Budget Projection Projection Projection
$million  $million $million $million $million $million $million

Assets
Fnancial Assets

Cash and deposits 2,094 1,949 1,892 1,644 1,588 1,621 1,705
Advances paid 1,274 1,410 1,352 1,540 1,641 1,607 1,527
Investments, loans and placements 31,366 35,696 38,699 39,628 40,348 41,105 41,866
Receivables 4,669 5,145 5121 4,037 4,599 4,798 5,066
Equity
Investments in other public sector entities 2,592 2,592 2,788 2,788 2,788 2,788 2,788
Investments - other 442 173 170 171 171 171 171
Total Financial Assets 42,438 46,964 50,023 49,807 51,134 52,090 53,123

Non-financial Assets

Land and other fixed assets 286,800 300,496 302,474 309,570 316,192 321,385 325,655
Other non-financial assets 1,236 1,228 1,222 1,107 1,000 953 958
Total Non-financial Assets 288,037 301,724 303,696 310,677 317,192 322,338 326,613
Total Assets 330,475 348,688 353,719 360,484 368,326 374,428 379,736
Liabilities
Payables 6,676 5,421 5,607 5,520 5,500 5,624 5,706
Superannuation liability 27,656 27,326 23,606 22,534 21,501 20,139 18,353
Other employee benefits 9,238 9,456 9,253 9,453 9,650 9,880 10,119
Deposits held 13 13 13 13 13 13 13
Advances received 354 289 268 218 169 120 72
Borrowing with QTC 76,464 93,467 87,327 97,896 107,892 114,243 119,130
Leases and other similar arrangements 6,991 8,033 8,227 8,009 7,843 8,118 7,925
Securities and derivatives 1,505 720 259 436 333 320 325
Other liabilities 7,847 12,425 14,467 13,231 12,662 12,031 11,561
Total Liabilities 136,743 157,149 149,028 157,310 165,563 170,489 173,205
Net Worth 193,731 191,539 204,691 203,174 202,763 203,939 206,532
Net Financial Worth (94,305) (110,185) (99,005) (107,503) (114,429) (118,399) (120,081)
Net Financial Liabilities 96,897 112,777 101,793 110,291 117,217 121,187 122,869
Net Debt 50,592 63,467 54,151 63,760 72,674 78,481 82,367
Notes:

1. Numbers may not add due to rounding.
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Table 10.7 General Government Sector Cash Flow Statement?*

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est.Actual Budget Projection  Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Cash Receipts from Operating Activities
Taxes received 13,870 13,749 15,326 18,657 17,396 17,730 18,606
Grants and subsidies received 28,841 27,948 30,444 31,906 33,009 35,317 36,204
Sales of goods and services 6,055 6,245 6,508 6,312 6,383 6,634 6,537
Interest receipts 1,997 2,017 2,036 2,535 2,589 2,620 2,700
Dividends and income tax equivalents 2,756 1,690 1,669 897 1,030 1,006 958
Other receipts 7,048 5,011 5,213 5,730 6,169 6,390 6,607
Total Operating Receipts 60,567 56,661 61,196 66,038 66,576 69,696 71,612
Cash Payments for Operating Activities
Payments for employees (29,332) (30,442) (30,078) (31,442) (32,742) (33,635) (34,746)
Payments for goods and services (19,019) (19,128) (19,247) (20,402) (19,270) (19,595) (19,520)
Grants and subsidies (10,928) (11,993) (11,631) (12,100) (12,135) (11,912) (11,431)
Interest paid (1,460) (1,679) (1,514 (1,600) (1,809) (2,007) (2,161)
Other payments 8) . . . . .
Total Operating Payments (60,747) (63,243) (62,471) (65,544) (65,957) (67,149) (67,857)
Net Cash Inflows from Operating Activities (180) (6,581) (1,275) 493 619 2,547 3,755
Cash Flows from Investments in
Non-Financial Assets
Purchases of non-financial assets (6,291) (7,572) (6,965) (7,800) (7,786) (7,275) (7,041)
Sales of non-financial assets 230 255 206 240 187 253 190
Net Cash Flows from Investments in
Non-financial Assets (6,061) (7,316) (6,759) (7,561) (7,599) (7,023) (6,851)
Net Cash Flows from Investments in Financial
Assets for Policy Purposes (941) (305) 34 (636) (555) (277) 72
Net Cash Flows from Investments in Financial
Assets for Liquidity Purposes 4,391 (822) (859) (821) (799) (750) (741)
Receipts from Financing Activities
Advances received (net) (847) (337) (341) (69) (311) (99) (148)
Borrowing (net) 2,975 15,162 8,946 8,501 8,582 5,552 3,880
Net Cash Flows from Financing Activities 2,128 14,825 8,605 8,433 8,271 5,453 3,732
Net Increase/(Decrease) in Cash held (663) (201) (254) (91) (62) (50) (34)
Net cash from operating activities (180) (6,581) (1,275) 493 619 2,547 3,755
Net cash flows from investments in non-financial assets (6,061) (7,316) (6,759) (7,561) (7,599) (7,023) (6,851)
Surplus/(Deficit) (6,241) (13,898) (8,033) (7,067) (6,980) (4,475) (3,096)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (6,241) (13,898) (8,033) (7,067) (6,980) (4,475) (3,096)
Acquisitions under finance leases and similar arrangements (1,263) (1,571) (1,632) (1,088) (752) (137)
ABS GFS Cash Surplus/(Deficit) Including
Finance Leases and Similar Arrangements (7,503) (15,468) (9,665) (8,155) (7,732) (4,612) (3,096)

Note:

1. Numbers may not add due to rounding.
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Table 10.8 Public Non-financial Corporations Sector Cash Flow Statement?

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25

Outcome Budget Est.Actual Budget Projection  Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Cash Receipts from Operating Activities
Grants and subsidies received 643 589 610 681 609 575 547
Sales of goods and services 14,582 13,155 13,126 12,674 12,533 12,270 12,495
Interest receipts 88 70 56 58 62 68 75
Dividends and income tax equivalents 14 13 15 . . . .
Other receipts 373 232 232 206 236 197 231
Total Operating Receipts 15,701 14,059 14,039 13,620 13,439 13,110 13,348
Cash Payments for Operating Activities
Payments for employees (2,219) (2,406) (2,396) (2,426) (2,514) (2,604) (2,690)
Payments for goods and services (6,307) (5,788) (5,649) (5,593) (5,096) (4,778) (4,899)
Grants and subsidies (263) (67) (24) (24) (25) (25) (25)
Interest paid (1,771) (1,736) (1,711) (1,645) (1,573) (1,515) (1,467)
Other payments (1,471) (973) (1,000) (869) (824) (818) (806)
Total Operating Payments (12,030) (10,969) (10,781) (10,557) (10,033) (9,740) (9,888)
Net Cash Inflows from Operating Activities 3,671 3,089 3,259 3,063 3,407 3,370 3,459
Cash Flows from Investments in
Non-Financial Assets
Purchases of non-financial assets (3,156) (3,460) (3,491) (3,713) (3,654) (3,297) (3,327)
Sales of non-financial assets 36 44 41 68 37 31 23
Net Cash Flows from Investments in
Non-financial Assets (3,120) (3,416) (3,449) (3,644) (3,617) (3,265) (3,304)
Net Cash Flows from Investments in Financial
Assets for Policy Purposes 707 195 79 (68) 194 17) 16
Net Cash Flows from Investments in Financial
Assets for Liquidity Purposes (29) (15) (18) 12) (12) (12) (13)
Receipts from Financing Activities
Advances received (net) 5 1) 1) 1) ) 1) 1)
Borrowing (net) 733 1,030 1,276 380 73 143 336
Dividends paid (1,799) (1,071) (1,071) (419) (568) (523) (477)
Deposits received (net) 1) . . . . . .
Other financing (net) 19 243 (22) 543 531 390 100
Net Cash Flows from Financing Activities (1,043) 202 182 503 36 9 (41)
Net Increase/(Decrease) in Cash held 186 55 52 (157) 7 83 118
Net cash from operating activities 3,671 3,089 3,259 3,063 3,407 3,370 3,459
Net cash flows from investments in non-financial assets (3,120) (3,416) (3,449) (3,644) (3,617) (3,265) (3,304)
Dividends paid (1,799) (1,071) (1,071) (419) (568) (523) (477)
Surplus/(Deficit) (1,248) (1,397) (1,262) (1,001) (779) (419) (321)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (1,248) (1,397) (1,262) (1,001) (779) (419) (321)
Acquisitions under finance leases and similar arrangements (54) (14) 9) (5) (18) 7) (16)
ABS GFS Cash Surplus/(Deficit) Including
Finance Leases and Similar Arrangements (1,302) (1,412) (1,271) (1,006) (798) (436) (337)
Note:

1. Numbers may not add due to rounding.
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Table 10.9 Non-financial Public Sector Cash Flow Statement?!

2019-20 2020-21 2020-21 2021-22 2022-23 2023-24 2024-25
Outcome Budget Est.Actual Budget Projection  Projection Projection
$ million $ million $ million $ million $ million $ million $ million
Cash Receipts from Operating Activities
Taxes received 13,543 13,444 15,010 18,321 17,051 17,378 18,253
Grants and subsidies received 28,875 27,982 30,496 31,910 33,013 35,315 36,201
Sales of goods and services 18,222 16,407 16,630 15,702 15,828 15,921 16,053
Interest receipts 2,061 2,057 2,074 2,575 2,632 2,669 2,750
Dividends and income tax equivalents 81 137 139 122 145 171 189
Other receipts 7,441 5,241 5,444 5,926 6,393 6,555 6,830
Total Operating Receipts 70,223 65,267 69,792 74,556 75,061 78,008 80,277
Cash Payments for Operating Activities
Payments for employees (31,432) (32,726) (32,353) (33,744) (35,130) (36,111) (37,309)
Payments for goods and services (22,875) (21,916) (21,903) (22,714) (21,259) (21,355) (21,427)
Grants and subsidies (10,581) (11,505) (11,081) (11,428) (11,557) (11,358) (10,907)
Interest paid (3,041) (3,210) (3,021) (3,024) (3,156) (3,289) (3,388)
Other payments (571) (473) (521) (508) (502) (501) (509)
Total Operating Payments (68,500) (69,830) (68,879) (71,419) (71,604) (72,614) (73,539)
Net Cash Inflows from Operating Activities 1,723 (4,563) 913 3,137 3,457 5,394 6,737
Cash Flows from Investments in
Non-Financial Assets
Purchases of non-financial assets (9,467) (11,032) (10,456) (11,513) (11,440) (10,572) (10,368)
Sales of non-financial assets 266 300 247 308 223 284 213
Net Cash Flows from Investments in
Non-financial Assets (9,201) (10,732) (10,208) (11,205) (11,216) (10,288) (10,155)
Net Cash Flows from Investments in Financial
Assets for Policy Purposes (916) (143) (99) (183) (94) 42 86
Net Cash Flows from Investments in Financial
Assets for Liquidity Purposes 4,362 (837) (877) (832) (811) (762) (754)
Receipts from Financing Activities
Advances received (net) (64) (62) (86) (47) (47) (47) (47)
Borrowing (net) 3,708 16,192 10,221 8,881 8,655 5,695 4,217
Deposits received (net) 1) .
Other financing (net) (88) . (65) . . . .
Net Cash Flows from Financing Activities 3,555 16,130 10,069 8,835 8,608 5,648 4,170
Net Increase/(Decrease) in Cash held (477) (145) (202) (249) (56) 33 84
Net cash from operating activities 1,723 (4,563) 913 3,137 3,457 5,394 6,737
Net cash flows from investments in non-financial assets (9,201) (10,732) (10,208) (11,205) (11,216) (10,288) (10,155)
Surplus/(Deficit) (7,478) (15,295) (9,295) (8,068) (7,759) (4,894) (3,417)
Derivation of ABS GFS Cash Surplus/Deficit
Cash surplus/(deficit) (7,478) (15,295) (9,295) (8,068) (7,759) (4,894) (3,417)
Acquisitions under finance leases and similar arrangements (1,316) (1,585) (1,641) (1,093) (770) (154) (16)
ABS GFS Cash Surplus/(Deficit) Including
Finance Leases and Similar Arrangements (8,794) (16,880) (10,937) (9,161) (8,530) (5,048) (3,433)

Note:

1. Numbers may not add due to rounding.

192




Budget Strategy and Outlook 2021-22

10.3 General Government Sector time series

Data presented in Table 10.10 provides a time series from 2008-09 to 2019-20 for the General
Government Sector on the key fiscal aggregates used by the government to measure financial

performance. These aggregates have been backcast (as far as possible) to comply with AASB

1049 Whole of Government and General Government Sector Financial Reporting.
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Table 10.10 General Government Sector Time Series?
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10.4 Other General Government Uniform
Presentation Framework data

Data in the following tables is presented in accordance with the UPF.

10.4.1 Grants

Tables 10.11 and 10.12 provide details of General Government Sector current and capital grant
revenue and expenses.

Table 10.11 General Government Sector grant revenue!

2020-21 2021-22

Est. Act. Budget
$ million $ million
Current grant revenue
Current grants from the Commonwealth
General purpose grants 14,839 15,647
Specific purpose grants 9,868 9,636
Specific purpose grants for on-passing 3,631 3,753
Total current grants from the Commonwealth 28,338 29,035
Other contributions and grants 346 329
Total current grant revenue 28,684 29,364
Capital grant revenue
Capital grants from the Commonwealth
Specific purpose grants 2,865 2,538
Total capital grants from the Commonwealth 2,865 2,538
Other contributions and grants 34 34
Total capital grant revenue 2,899 2,571
Total grant revenue 31,582 31,935

Note:
1. Numbers may not add due to rounding.
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Table 10.12 General Government Sector grant expenses?

2020-21 2021-22
Est. Act Budget
$ million $ million
Current grant expense
Private and Not-for-profit sector 2,807 2,842
Private and Not-for-profit sector on-passing 3,145 3,485
Local Government 368 372
Local Government on-passing 505 281
Grants to other sectors of Government 2,515 2,682
Cther 514 366
Total current grant expense 9,854 10,028
Capital grant expense
Private and Not-for-profit sector 519 496
Local Government 1,070 1,447
Grants to other sectors of Government 30 50
Other 177 139
Total capital grant expense 1,796 2,132
Total grant expense 11,649 12,160

Note:
1. Numbers may not add due to rounding.

10.4.2 Dividend and income tax equivalent income

Table 10.13 provides details of the source of dividend and income tax equivalent income in the

General Government Sector.

Table 10.13 General Government Sector dividend and income tax equivalent income!

2020-21 2021-22
Est. Act. Budget
$ million $ million
Dividend and Income Tax Equivalent income from PNFC sector 798 1,012
Dividend and Income Tax Equivalent income from PFC sector 118 129
Total Dividend and Income Tax Equivalent income 915 1,141

Note:
1. Numbers may not add due to rounding.
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10.4.3 Expenses by function

Table 10.14 provides details of General Government Sector expenses by function.

Table 10.14 General Government Sector expenses by function?

2020-21 2020-21 2021-22  2022-23  2023-24  2024-25

Budget Est. Act. Budget Projection Projection Projection

$ million $million  $million  $million $million $ million
General public services 5,723 5,330 5,352 5,754 5,605 5,716
Public order and safety 5,953 6,074 6,313 6,164 6,384 6,713
Economic affairs 2,442 2,213 2,217 2,165 1,933 1,869
Environmental protection 791 848 875 843 787 758
Housing and community amenities 1,084 1,064 1,162 1,205 1,103 1,088
Health 20,184 20,222 21,214 21,322 22,003 22,729
Recreation, culture and religion 856 805 941 775 767 760
Education 15,586 15,470 16,803 17,442 18,048 18,297
Social protection 5,282 5,132 5,001 5,106 5,336 5,459
Transport 6,980 7,041 7,273 7,374 7,410 6,824
Total Expenses 64,881 64,199 67,149 68,149 69,377 70,214

Note:
1. Numbers may not add due to rounding.

10.4.4 Purchases of non-financial assets by function

Table 10.15 provides details of General Government Sector purchases of non-financial assets by
function.

Table 10.15 General Government Sector purchases of non-financial assets by function?

2020-21  2020-21 2021-22 2022-23 2023-24  2024-25
Budget Est. Act. Budget  Projection Projection Projection
$ million $ million $ million $ million $ million $ million

General public services 209 215 169 71 37 27
Public order and safety 629 469 596 446 309 221
Economic affairs 24 31 53 59 45 30
Environmental protection 42 43 45 27 29 18
Housing and community amenities 480 391 438 219 251 259
Health 993 792 1,141 1,216 722 439
Recreation, culture and religion 103 101 118 70 33 25
Education 1,631 1,242 1,417 1,019 742 520
Social protection 51 42 24 37 31 10
Transport 3,410 3,640 3,800 4,622 5,077 5,492
Total Purchases 7,572 6,965 7,800 7,786 7,275 7,041
Note:

1. Numbers may not add due to rounding.

197



Budget Strategy and Outlook 2021-22

10.4.5 Taxes

Table 10.16 provides details of taxation revenue collected by the General Government Sector.

Table 10.16 General Government Sector taxes?

2020-21 2021-22
Est. Act. Budget
$ million $ million
Taxes on employers' payroll and labour force 4,192 4,484
Taxes on property
Land taxes 1,493 1,617
Stamp duties on financial and capital transactions 3,693 4,598
Other 1,193 1,259
Taxes on the provision of goods and services
Taxes on gambling 1,565 1,553
Taxes on insurance 1,117 1,182
Taxes on use of goods and performance of activities
Motor vehicle taxes 2,655 2,706
Total Taxation Revenue 15,907 17,399
Note:
1. Numbers may not add due to rounding.

10.5 Contingent liabilities

Contingent liabilities represent items that are not included in the budget as significant uncertainty
exists as to whether the government would sacrifice future economic benefits in respect of these
items. Nevertheless, such contingencies need to be recognised and managed wherever possible

in terms of their potential impact on the government’s financial position in the future.

The state’s quantifiable and non-quantifiable contingent liabilities are detailed in the

2019-20 Report on State Finances — whole-of-government financial statements (note 43).

A summary of the state’s quantifiable contingent liabilities as at 30 June 2020 is provided in

Table 10.17.
Table 10.17 Contingent liabilities
2019-20
$ million
Nature of contingent liability
Guarantees and indemnities 13,217
Other 155
Total 13,371
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10.6 Background and interpretation of Uniform
Presentation Framework

As mentioned in the introduction to this chapter, the UPF was reviewed in 2007 following release
of the accounting standard, AASB 1049 Whole of Government and General Government Sector
Financial Reporting.

This standard aims to harmonise GFS and GAAP with the objective of improving the clarity and
transparency of government financial statements.

10.6.1 Accrual Government Finance Statistics Framework

The GFS reporting framework, developed by the Australian Bureau of Statistics (ABS), is based
on international statistics standards (the International Monetary Fund Manual on Government
Finance Statistics and the United Nations System of National Accounts). This allows
comprehensive assessments to be made of the economic impact of government.

The accrual GFS framework is based on an integrated recording of stocks and flows. Stocks
refers to a unit’s holdings of assets and liabilities at a point in time, while flows represent the
movement in the stock of assets and liabilities between 2 points in time. Flows comprise 2
separate types, transactions and other economic flows. Transactions come about from mutually
agreed interactions between units or within a single unit. Other economic flows would include
revaluations and destruction or discovery of assets that do not result from a transaction.

In GFS operating statements, other economic flows, being outside of the control of government,
are excluded and do not affect the net operating balance or fiscal balance.

10.6.2 Generally Accepted Accounting Principles

In addition to the GFS framework, public sector entities were previously required to report at year
end against AAS 31 Financial Reporting by Government, which meant complying with the
Accounting Standards issued by the AASB.

10.6.3 Harmonisation under AASB 1049

This dual reporting regime caused confusion for financial report users and the Financial Reporting
Council asked the AASB to develop a framework harmonising GAAP and GFS and to issue an
Australian accounting standard for a single set of government reports.

In the development of AASB 1049, the AASB adopted the following approaches:

e adoption of GAAP definition, recognition and measurement principles in almost all cases

e amending presentation requirements to encompass a comprehensive result that retains
GAAP classification system but overlays it with a transaction and other economic flows
classification system based on GFS

e expanding the disclosure requirements to incorporate key fiscal aggregates required by GFS.
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10.6.4 Revisions to the Uniform Presentation Framework

Following the introduction of AASB 1049, the Australia, state and territory governments consider
that the UPF will continue to be an important framework for ensuring comparability of financial
information across jurisdictions. The UPF continues to apply to financial statements produced by
government in budgets, mid-year budget updates and final budget outcome reports, whereas the
accounting standard applies only to outcome reports.

Aligning the framework with the AASB 1049 was not intended to create a UPF that complies with
all the reporting requirements of AASB 1049. For example, the UPF does not include the same
level of detail in relation to disclosure requirements of AASB 1049. Instead, the revised UPF
allows jurisdictions to utilise the framework as the base set of statements and add additional
relevant information to comply with AASB 1049.

10.7 Sector classification

GFS data is presented by institutional sector, distinguishing between the General Government
Sector and the PNFC Sector.

Budget reporting focuses on the General Government Sector, which provides regulatory services,
and goods and services of a non-market nature that are provided at less than cost or at no cost.
These services are largely financed by general revenue (Australian Government grants and state
taxation). This service comprises government departments, their commercialised business
units/shared service providers and certain statutory bodies.

The PNFC Sector comprises bodies that provide mainly market goods and services that are of
non-regulatory and non-financial nature. PNFCs are financed through sales to customers of their
goods and services and may be supplemented by explicit government subsidy to satisfy
community service obligations. In general, PNFCs are largely distinguishable from the
governments that own them. Examples of PNFCs include the energy entities and Queensland
Rail.

Together, the General Government Sector and the PNFC Sector comprise the Non-financial
Public Sector.

Further discussion of the GFS framework of reporting, including definitions of GFS terms, can be
obtained from the webpage of the ABS at www.abs.gov.au.
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10.8 Reporting entities

The reporting entities included in the General Government and the PNFC sectors in these budget
papers are included below.

10.8.1 General Government

Departments

Agriculture and Fisheries

Children, Youth Justice and Multicultural Affairs
Communities, Housing and Digital Economy

Education

Employment, Small Business and Training

Energy and Public Works

Environment and Science

Justice and Attorney-General

Premier and Cabinet

Public Safety Business Agency (abolished 1 July 2021)
Queensland Corrective Services

Queensland Fire and Emergency Services
Queensland Health

Queensland Police Service

Queensland Treasury

Regional Development, Manufacturing and Water
Resources

Seniors, Disability Services and Aboriginal and Torres Strait Islander Partnerships
State Development, Infrastructure, Local Government and Planning
Tourism, Innovation and Sport

Transport and Main Roads
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Commercialised Business Units
CITEC

Economic Development Queensland
QBuild

QFleet

RoadTek

Shared Service Providers
Corporate Administration Agency

Queensland Shared Services
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Other General Government entities
Board of the Queensland Museum
Crime and Corruption Commission
Cross River Rail Delivery Authority
Electoral Commission of Queensland
Gold Coast Waterways Authority
Health and Wellbeing Queensland
Hospital and Health Services

Cairns and Hinterland

Central Queensland

Central West

Children’s Health Queensland

Darling Downs

Gold Coast

Mackay

Metro North

Metro South

North West

South West

Sunshine Coast

Torres and Cape

Townsville

West Moreton

Wide Bay
Legal Aid Queensland
Legislative Assembly
Library Board of Queensland
Motor Accident Insurance Commission
Nominal Defendant
Office of the Governor

Office of the Health Ombudsman

Office of the Information Commissioner

Office of the Inspector-General Emergency
Management

Office of the Ombudsman

Prostitution Licensing Authority

Public Service Commission

Queensland Art Gallery Board of Trustees
Queensland Audit Office

Queensland Building and Construction
Commission

Queensland Curriculum and Assessment
Authority

Queensland Family and Child Commission
Queensland Human Rights Commission
Queensland Mental Health Commission
Queensland Performing Arts Trust
Queensland Racing Integrity Commission
Queensland Reconstruction Authority

Queensland Rural and Industry
Development Authority

Residential Tenancies Authority
South Bank Corporation
TAFE Queensland

The Council of the Queensland Institute of
Medical Research

The Public Trustee of Queensland
Tourism and Events Queensland

Trade and Investment Queensland
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10.8.2 Public Non-financial Corporations

CleanCo Queensland Ltd

CS Energy Limited

Energy Queensland Limited

Far North Queensland Ports Corporations Limited
Gladstone Area Water Board

Gladstone Ports Corporation Limited

Mount Isa Water Board

North Queensland Bulk Ports Corporation Limited
Port of Townsville Limited

Powerlink Queensland

Queensland Bulk Water Supply Authority (SEQ Water)
Queensland Rail

Queensland Treasury Holdings Pty Ltd

Stadiums Queensland

Stanwell Corporation Limited

Sunwater Limited

204



Budget Strategy and Outlook 2021-22

Appendix A: Concessions statement

Context

The Queensland Government provides a wide range of concessions across a variety of services
and products. Concessions include targeted discounts, rebates and subsidies for Queenslanders
and Queensland businesses based on eligibility criteria (e.g. factors such as age, income,
special-needs, location, or business characteristics), as well as broader concession arrangements
to reduce prices paid by consumers for transport, electricity and water services.

The majority of Queenslanders benefit from at least one Queensland Government concession
and, in many cases, may benefit from multiple concessions each year. For example, aged
pensioners are eligible for a number of Queensland Government concessions, such as discounts
on their council rates, water, gas and electricity bills, and vehicle registration fees, as well as
subsidised optometry and dental services.

In the context of the COVID-19 crisis and the resulting impacts on economic activity, businesses
and households across the state, the Queensland Government introduced a wide variety of
concessions providing support for individuals, households and businesses which reduce the cost
of living or the cost of doing business.

Some of these concessions were time-limited, given the need for targeted and temporary relief to
support Queensland businesses and households during the crisis. As a result, the level of some
concessions is expected to reduce materially compared with that provided in 2020-21, given the
ongoing economic recovery now underway across the state means that ongoing provision of a
range of specific COVID-19 related concessions is no longer necessary.

Details of these concessions, including appropriate references to those implemented as
temporary measures in the context of COVID-19, are outlined in the Concessions Statement.

Further information on the eligibility requirements and benefits of a range of government
concessions can be found by visiting https://www.gld.gov.au/ and searching for “concessions”.

Focus

This statement highlights the cost and nature of concessions provided by the Queensland
Government. It covers: concessions that are direct budget outlays (e.g. fee subsidy payments);
and concessions that are revenue foregone through fees and charges set at a lower rate than
applies to the wider community and other businesses or, in the case of broader concessions,
deliver services to all consumers at less than the full cost of service provision.

Section A.2 sets out the specific concessions provided by the Queensland Government by
agency. Section A.3 sets out the concessions provided by government-owned corporations
(GOCs) and is separated into concessions by GOC, concessional leases (industry, commercial
and community) by GOC and COVID-19-related measures by GOC. Within each agency or GOC,
concessions are listed in descending order of value.
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As highlighted in Chart A.1, the total value of all concessions is estimated to be $6.148 billion in
2021-22. This is a slight decrease from the 2020-21 estimated actual concessions of

$6.181 billion. However, importantly, this 2020-21 figure included approximately $160 million
worth of shorter-term COVID-19 related support measures, many of which are no longer required
given Queensland’s economic recovery is now well underway.

Excluding these targeted COVID-19 response measures from the previous financial year, the
Queensland Government’s overall concessions provided to Queenslanders have increased by
nearly $120 million between 2020-21 and 2021-22.

Chart A.1 Total concessions value by year?

mConcessions  » COVID-19-related Concessions
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Note:

1. Allyears to 2018-19 are estimated actuals, 2019-20 is an actual (due to the timing of the 2020-21 Budget, an
actual figure was calculated for that year), 2020-21 is an estimated actual and 2021-22 is the budgeted
amount.

Explanation of scope

For the purposes of this document, concessions include:

e discounts, rebates and subsidies to improve access to, and the affordability of, a range of
services for individuals, families or businesses based on eligibility criteria (e.g. relating to
factors such as age, income, special needs, location, or business characteristics)

e concessional prices for government services, where the price charged to all consumers,
including businesses, is less than the full cost of service provision.
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Both General Government and Public Non—financial Corporations (PNFC) Sector concessions
are included in this statement. Where a payment is made from a General Government Sector
agency to a PNFC entity for a concession arrangement, the expenditure is reported against the
General Government Sector agency only to avoid double counting.

To be included in this statement, concessions must meet the minimum materiality threshold of
estimated expenditure or revenue foregone of $50,000 in 2021-22.

Varying methods have been used to estimate the cost of concessions, depending on the nature of
the concessions, including:

e direct budget outlay cost (e.g. direct subsidy or rebate payments or government’s contribution
in the case of items such as rental subsidies)

e revenue foregone (e.g. concessional fees and charges)

e cost of goods and services provided.

For the purposes of illustration, the document often uses averages to demonstrate the potential
value of the concession to recipients. However, averages are not reflective of individual
circumstances, meaning the actual dollar value of the concession to individual recipients may
vary from person to person or business to business.

The Concessions Statement does not include tax expenditures (e.g. tax exemptions, reduced tax
rates, tax rebates and deductions). Information on tax expenditures can be found in Appendix B —
Tax Expenditure Statement.
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A.1 Concessions summary

Table A.1.1 Concession by entity?

2020-21 2021-22
Concession by Entity Est. Act. Estimate

$ million $ million
Agency
Department of Agriculture and Fisheries 57.4 49.5
Department of Communities, Housing and Digital Economy 517.3 519.2
Department of Education 140.2 145.4
Department of Employment, Small Business and Training 521.0 525.5
Department of Energy and Public Works 481.4 537.6
Department of Environment and Science 3.7 2.0
Department of Justice and Attorney—General 130.4 110.6
Department of Regional Development, Manufacturing and Water 22.3 36.6
Department of Resources 46.8 3.2
Department of Seniors, Disability Services, and Aboriginal and Torres Strait
Islander Partnerships 449.7 423.1
Depar_tment of State Development, Infrastructure, Local Government and 37 01
Planning
Department of Tourism, Innovation and Sport 1.4 0.4
Department of Transport and Main Roads 3,345.9 3,330.5
Queensland Fire and Emergency Services 10.9 11.0
Queensland Health 299.9 311.0
Total Agency 6,032.0 6,005.7
Government-owned corporations
Energy Queensland 31.0 38.9
Far North Queensland Ports Corporation Limited 8.6 3.7
Gladstone Ports Corporation Limited 42.6 39.6
North Queensland Bulk Ports Corporation Limited 1.7 1.6
Port of Townsville Limited 7.0 6.3
Queensland Rail Limited 8.1 2.1
Seqwater 0.4
Sunwater Limited 49.8 50.4
Total Government-owned corporations 149.2 142.6
Total all entities 6,181.2 6,148.3

Note: Numbers may not add due to rounding.
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A.2 Concessions by agency

Table A.2.1 Department of Agriculture and Fisheries

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Primary Industry Productivity Enhancement Scheme (PIPES) 26.3 26.3
Drought Relief Assistance Scheme! 15.8 8.2
Drought Carry-on Finance Loan Scheme . 3.6
Drought Ready and Recovery Finance Loan Scheme . 3.6
Drought Preparedness Grant Scheme . 2.0
Emergency Drought Assistance Loan Scheme . 1.9
Vessel Tracking Rebate Scheme? 0.5 1.7
Farm Management Grants Program . 1.0
Business Counselling® 0.7 0.7
Back to Work in Agriculture Incentive Scheme?* 0.2 0.5
COVID-19 Jobs Support Loan Scheme?® 13.2
Rent Relief Assistance® 0.6
Small Business Advisory Service® 0.1
Total 57.4 49.5

Notes:

1. The variance is due to improving seasonal conditions compared with the extreme drought of previous years.

2. The variance is due to the anticipated increase in applications in the final year 2021-22.

3. This item is part of the Queensland Government response to COVID-19.

4. The scheme commenced on 2 October 2020 and was extended statewide. The scheme is still open to
ensure that an incentive program is available during the peak winter harvest period in Queensland.

Primary Industry Productivity Enhancement Scheme (PIPES)

PIPES is administered by the Queensland Rural and Industry Development Authority (QRIDA)
and provides concessional rates of interest on loans to eligible primary producers in need of
financial assistance. First Start Loans and Sustainability Loans of up to $2 million and

$1.3 million, respectively, support applicants to enter primary production and to improve
productivity and sustainability.

The average concessional interest rate for new lending is 1.65 per cent. The amounts shown in
the above table represent the fair values of the interest rate concessions pertaining to loans
issued in the PIPES portfolio in each of the financial years shown.
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Drought Relief Assistance Scheme

As part of the Drought Assistance and Reform Package, the Drought Relief Assistance Scheme
provides freight subsidies of up to 50 per cent and emergency water infrastructure rebates of up
to 50 per cent to eligible applicants, up to a maximum of between $20,000 and $50,000 per
property, per financial year. These concessions are only available to currently drought declared
producers that do not access the new drought preparedness measures. Free financial counselling
is being provided via the Rural Financial Counselling Service for producers and related small
business owners.

Drought Carry-on Finance Loan Scheme

As part of the Drought Assistance and Reform Package, the Drought Carry-on Finance Loan
Scheme will provide a concessional loan to eligible primary producers of up to $250,000 for
carry-on finance during drought. These loans would be available where the $50,000 available
from the Emergency Drought Assistance Loan Scheme is insufficient to assist the producer
manage drought conditions.

The concession is calculated on the basis of a commercial reference rate of 4.31 per cent per
annum and an average concessional interest rate for new lending of 1.65 per cent per annum.
The amount shown in the above table represents the fair value of the interest rate concessions
pertaining to loans in the financial year shown. This concession is new in 2021-22.

Drought Ready and Recovery Finance Loan Scheme

As part of the Drought Assistance and Reform Package, the Drought Ready and Recovery
Finance Loan Scheme will provide a concessional loan of up to $250,000 for eligible primary
producers to undertake measures identified in their Farm Business Resilience Plan that will
improve the drought preparedness of producers' property. The concession is calculated on the
basis of a commercial reference rate of 4.31 per cent per annum and an average concessional
interest rate for new lending of 1.65 per cent per annum. The amount shown in the above table
represents the fair values of the interest rate concessions pertaining to loans in the financial year
shown. This concession is new in 2021-22.

Drought Preparedness Grant Scheme

As part of the Drought Assistance and Reform Package, the Drought Preparedness Grants
Scheme will provide a rebate to eligible primary producers of up to $50,000 for on-farm capital
improvements identified in their farm business resilience plan to improve the drought
preparedness of the producers' property. This concession is new in 2021-22.

Emergency Drought Assistance Loan Scheme

As part of the Drought Assistance and Reform Package, the Emergency Drought Assistance
Loan Scheme will provide an interest free concessional loan to eligible primary producers of up to
$50,000 as emergency finance for carry-on activities like paying wages or creditors during
drought. The concession is calculated at a rate of 4.31 per cent per annum on the basis a
commercial reference rate of this amount and no interest being charged on the loan. The amount
shown in the above table represents the fair values of the interest rate concessions pertaining to
loans in the financial year shown. This concession is new in 2021-22.
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Vessel Tracking Rebate Scheme

This initiative is designed to assist commercial fishers by providing rebates up to $970 per eligible
vessel before 30 June 2022, to offset the cost of purchasing and installing approved vessel
tracking units.

Farm Management Grants Program

As part of the Drought Assistance and Reform Package, the Farm Management Grants Program
will provide a rebate of 50 per cent to a maximum of $2,500 to eligible primary producers for the
cost of developing a farm business resilience plan for their property. The Queensland
Government has allocated $1 million, which is anticipated to be matched by the Australian
Government. This concession is new in 2021-22.

Business Counselling

Free and confidential small and rural business financial counselling is provided to assist business
owners who are experiencing or at risk of financial hardship due to the impacts of COVID-19 on
their business. The support assists clients to better understand their financial position, access
financial assistance, identify long-term recovery options, implement plans and access broader
professional advice and support. The service is run through the Rural Financial Counselling
Services in Queensland. On average, a benefit of approximately $950 is received in financial
counselling services per client. This service is available until 30 June 2021 and the program will
be finalised in 2021-22.

Back to Work in Agriculture Incentive Scheme

The Back to Work in Agriculture Incentive Scheme is a pilot scheme to encourage eligible
Queenslanders to meet short-term labour shortage demands in agriculture, which includes
payments of up to $1,500 to assist with accommodation and transport costs associated with
travelling and staying in remote locations. Phase one focused on the Wide Bay and Darling
Downs and it was extended statewide in December 2020.

COVID-19 Jobs Support Loan Scheme

COVID-19 Jobs Support Loans were administered by QRIDA and provided concessional loans to
assist Queensland businesses and non-profit organisations financially impacted by COVID-19 to
retain employees and maintain their operations.

Concessional loans were provided of up to 50 per cent of an eligible entity's annual wage
expense, to a maximum of $250,000. A fixed interest rate of 2.5 per cent per annum applies to
loans except for the first year when the loan is repayment free and no interest is charged. The
next 2 years are interest only, followed by principal and interest repayments over the remaining
term of the loan.

The amounts shown in the above table represent the fair values of the interest rate concessions
pertaining to loans issued in each of the financial years. The value of the concession is the
difference between the fair value at the market rate and the nominal value at the concessional
rate. This measure ceased in 2020-21.
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Rent Relief Assistance

The waiving of rent has been provided to businesses who hold a lease on government premises
and have been impacted by the COVID-19 pandemic. This measure ceased in 2020-21.

Small Business Advisory Service

The Small Business Advisory Service provided free advice to small businesses who were not
successful in obtaining a loan under the COVID-19 Jobs Support Loan Scheme, and were subject
to closure or highly impacted by the COVID-19 pandemic shutdown restrictions, to adapt and
sustain their operations and build resilience. The average value of the concession was $1,350.
This measure ceased in 2020-21.
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Table A.2.2 Department of Communities, Housing and Digital Economy

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Government managed housing rental rebate 460.0 461.9
National Rental Affordability Scheme 28.3 26.6
Home Assist Secure 22.5 22.9
Queensland Performing Arts Trust - Arts Concessional Entry Fees? 1.5 3.0
Queensland Museum - Arts Concessional Entry Fee? 1.4 1.7
Arts Queensland - Discount on Property Lease Rentals® 0.8 0.9
Rental Bond Loans 0.6 0.7
Queensland Art Gallery - Arts Concessional Entry Fees* 0.4 0.5
Queensland Performing Arts Trust - Venue Hire Rebates? 0.3 0.4
Arts Queensland - Venue Hire Rebates 0.3 0.3
State Library of Queensland - Venue Hire Rebates 0.3 0.3
COVID-19 Relief - Arts Queensland - Property Lease Rental Relief® 0.4
COVID-19 Relief - Queensland Museum - Additional Concessions® 0.3
COVID-19 Relief - Queensland Performing Arts Trust - Additional 0.2
Concessions®
Non-Government Managed Housing® . .
Total 517.3 519.2
Notes:

1. Variance between 2020-21 Estimated Actual and 2021-22 Estimate is primarily due to reopening of venues

and increased patronage.

2. Variance between 2020-21 Estimated Actual and 2021-22 Estimate is due to higher visitation being

expected due to reopening of venues and increased patronage.

Variance between 2020-21 Estimated Actual and 2021-22 Estimate is primarily due to reopening of venues
and increased leasing space following revitalisation works.

Variance between 2020-21 Estimated Actual and 2021-22 Estimate is due to Concessional entry fees which
varies depending on the number and nature of ticketed exhibitions in the year.

This item is part of the government response to COVID-19.

The value of this concession arrangement cannot be easily quantified.

Government Managed Housing Rental Rebate

The Government Managed Housing Rental Rebate targets low income families and individuals
and represents the difference between the estimated rents that would be payable in the private
market and rent that is charged by the government based on household income.

Assistance is provided to approximately 54,300 households. The estimated average yearly

subsidy per household for 2021-22 is $8,504.
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National Rental Affordability Scheme

The National Rental Affordability Scheme (NRAS) is an Australian Government initiative,
delivered in partnership with the Queensland Government, to increase the supply of new
affordable rental housing. The scheme provides financial incentives to investors to build well
located dwellings and rent them to eligible low to moderate income households, at a discounted
rate at least 20 per cent below market rent.

Under the scheme, the concession to the tenant is provided by the property owner. Due to the
nature of the arrangement, the overall value of the concession to the tenant cannot be quantified.
In 2021-22, the government has allocated $26.6 million for the payment of financial incentives to
NRAS investors who are then required to discount rents to tenants.

Home Assist Secure

Home Assist Secure provides free safety related information and referrals, and subsidised
assistance to eligible clients unable to undertake or pay for critical maintenance services without
assistance. To be considered for assistance, home owners or tenants over the age of 60 or of any
age with disability must hold a Pensioner Concession Card and be unable to complete the work
themselves. In addition, they must be unable to access assistance from other services.

Labour costs (up to $500 per household per year) for the assistance provided are subsidised by
Home Assist Secure while the balance of the costs (including the materials) are met by the client.
Clients can also receive a one-off subsidy of $80 for the cost of materials for security related work
(Security Hardware Subsidy).

Home Assist Secure targets homeowners and those in rental housing who are over 60 years of
age or have disability, and who require assistance to remain living in their home. In 2021-22, it is
estimated that over 40,000 households will be assisted.

Queensland Performing Arts Trust — Arts Concessional Entry Fees

Concessional entry fees are offered for specific Queensland Performing Arts Trust productions
and to provide support for other not-for-profit theatre companies to enable tickets to be sold at
concessional prices. The level of concession provided varies depending on the number and size
of events being held each year.

Queensland Museum — Arts Concessional Entry Fee

Queensland Museum provides concessional entry fees to seniors, students, children, families and
a variety of concession card holders for ticketed exhibitions at Queensland Museum and
Sciencentre, and for general entry to Cobb & Co Museum in Toowoomba, Workshops Rail
Museum in Ipswich and the Museum of Tropical Queensland in Townsville. Concessions are also
provided to targeted groups, such as schools, to encourage visits to museums. The level of
concession provided varies depending on the venue and the event.

Arts Queensland — Discount on Property Lease Rentals

Property lease rentals are provided to arts and cultural organisations at a discount from market
rental rates at the Judith Wright Arts Centre, Festival House and Bulmba-ja arts centre. Further
discounts on specialist rehearsal and gallery space are provided as negotiated at the time of

entering the lease and dependent on the individual arts or cultural organisation and its funding.
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Rental Bond Loans

The government provides interest-free rental bond loans to people who cannot afford to pay a full
bond to move into private rental accommodation, thereby reducing the need for more costly,
subsidised housing assistance, through 2 products:

1. Bond Loans: equivalent to a maximum amount of 4 weeks rent
2. Bond Loan Plus: equivalent to a maximum amount of 6 weeks rent.

The interest-free bond loan targets low-income households and can stabilise tenancies, prevent
households from entering the cycle of homelessness and engaging with fringe, high interest credit
providers. The concession represents the interest saving for the client on the bond loan.

In 2021-22, $27 million in bond loans and bond loan plus may be advanced to an estimated
25,000 clients.

Queensland Art Gallery — Arts Concessional Entry Fees

Queensland Art Gallery's ticket prices are set to ensure that they are affordable and to maximise
attendance, with additional concessions provided to seniors, students, children, families, and a
variety of concession card holders. The purpose of the Queensland Art Gallery Arts entry fees
concession is to contribute to the cultural, social and intellectual development of Queenslanders,
and encourage diverse audiences.

Queensland Performing Arts Trust — Venue Hire Rebates

Venue hire rebates are offered to government funded cultural organisations, charitable
organisations, government departments and educational institutions. Organisations currently
receiving discounts are Queensland Symphony Orchestra, Opera Queensland, Queensland
Theatre Company and Queensland Ballet.

Arts Queensland — Venue Hire Rebates

Venue hire rebates support Queensland Government funded arts organisations and professional
artists to develop and present new work at the Judith Wright Arts Centre (formerly the Judith
Wright Centre of Contemporary Arts) and Bulmba-ja arts centre (formerly the Cairns Centre of
Contemporary Arts).

State Library of Queensland — Venue Hire Rebates

State Library of Queensland provides venue hire concessions to targeted community and
non-profit groups, including cultural and charitable organisations and educational institutions, in
order to support events and programs directly linked to State Library of Queensland's services,
programs, and activities.

COVID-19 Relief — Arts Queensland — Property Lease Rental Relief

Property lease rental relief is provided to arts and cultural organisations in response to impacts of
COVID-19. This concession has now ceased for 2021-22.

COVID-19 Relief — Queensland Museum — Additional Concessions

Due to COVID-19 and in accordance with Queensland Government policy, rental relief was
provided to arts tenants. This concession has now ceased for 2021-22.
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COVID-19 Relief — Queensland Performing Arts Trust — Additional Concessions

Additional concession charges were waived to provide support for other not-for-profit theatre
companies due to the COVID-19 shutdown measures. The level of assistance provided varied
depending on the number and size of events. This concession has now ceased for 2021-22.

Non-Government Managed Housing

The government provides contributions to social housing providers, including capital grants,
granted land or properties, or recurrent funding, to assist in improving housing affordability and
access to social housing.

Due to the nature of the arrangement, particularly varying rents charged by providers based on
individual circumstances of each household, the overall value of the concession provided by the
government cannot be easily quantified.

Rents charged for social housing managed by the providers are based on between 25 per cent
and 30 per cent of a household's assessable income or the market rent, whichever is lower,
which substantially reduces accommodation costs for eligible individuals and families. Many of
these families may also be eligible for Commonwealth Rent Assistance to assist in the cost of
their accommodation.
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Table A.2.3 Department of Education

2020-21 2021-22

Concession Est. Act. Estimate
$ million $ million
Textbook and Resource Allowance?! 67.7 71.0
School Transport Assistance for Students with Disability? 43.9 45.7
Living Away from Home Allowance Scheme 8.1 8.1
Tuition Fee Exemptions/Waivers - Dependants of International Students® 7.3 7.4
Non-State Schools Transport Assistance Scheme* 6.2 6.3
Dalby State High School - Bunya Campus Residential Facility 2.6 2.6
Western Cape Student Residential College, Weipa 1.3 1.3
Spinifex State College - Mount Isa Student Residential Facility 1.2 1.2
Distance Education - Information and Communication Technology Subsidy 1.1 1.1
Scheme
Distance Education - Non-Government Student Fee Subsidy 0.7 0.7
Plant Registration - Amusement Devices® 0.1 .
Total 140.2 145.4
Notes:

1. The increase between 2020-21 Estimated Actual and 2021-22 Estimate is due to enrolment growth and
CPI indexation.

2. The increase between 2020-21 Estimated Actual and 2021-22 Estimate is due to anticipated increases in
the number of students assisted.

3. The increase between 2020-21 Estimated Actual and 2021-22 Estimate is due to CPI indexation.

4. The increase between 202021 Estimated Actual and 2021-22 Estimate is due to CPI indexation.

5. This item is part of the Queensland Government response to COVID-19.

Textbook and Resource Allowance

The Textbook and Resource Allowance is available for all parents/caregivers of secondary school
age students attending state and non-government schools, and children registered in home
education of equivalent age, to assist with the cost of textbooks and learning resources. In
schools, parents may assign this allowance to the school to reduce the fees associated with
participating in the school's textbook and resource scheme. For children registered for home
education, the allowance is paid directly to the parent.

In 2021, the rates per annum are $130 for students in Years 7 to 10 and $281 for students in
Years 11 and 12.

School Transport Assistance for Students with Disability

The School Transport Assistance Program for Students with Disability assists eligible state school
students whose disability impacts on their parents’ or carers’ ability to arrange their safe travel to
and from school. This assistance includes co-ordinated service delivery in specially contracted
taxis or minibuses, payment of fares on bus, ferry, tram and train, or an allowance for parents
who make private travel arrangements for their children to school or a transport meeting point.
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The benefit level is to a maximum of $400 per week, per student, however in exceptional
circumstances higher amounts may be approved. A separate scheme is in place for students with
disability attending non-state schools (refer to the 'Non-State Schools Transport Assistance
Scheme).

Living Away from Home Allowance Scheme

The Living Away from Home Allowance Scheme provides financial assistance to support
geographically isolated families. The scheme assists with the costs of children required to live
away from home to attend school. This concession is available to Queensland students attending
both state and non-state schools.

The benefits available for eligible students in 2021 are:

¢ Remote Area Tuition Allowance — assistance is available for primary students of up to $3,873
per annum and for secondary students of up to $5,576 per annum

e Remote Area Travel Allowance — available where the distance from the family home to the
boarding location is at least 50km. Benefit levels depend on the distance travelled and range
from $146 to a maximum of $1,786 per annum

o Remote Area Allowance — assistance of $2,435 per annum is available to students attending
the campus of a Queensland state high school and undertaking an approved agriculture
course in lieu of Years 11 and 12

o Remote Area Disability Supplement — available to students with disability who incur additional
costs associated with living away from home to attend school. Benefits are up to $7,921 per
student, per annum.

Tuition Fee Exemptions/Waivers — Dependants of International Students

International students who meet the approved exemption criteria and wish to enrol their child in
Preparatory (Prep) Year to Year 12 of schooling are exempt from paying dependant tuition fees.
The exemption only applies for the duration of the main temporary visa holder's (parent) course of
study in Queensland. A dependant student (Prep to Year 12) of a temporary visa holder may also
be eligible for a tuition fee waiver in certain circumstances, including financial hardship.

The estimated average amount exempted or waived per student is $8,315 for the 2021-22
financial year.

Non-State Schools Transport Assistance Scheme

The Non-State Schools Transport Assistance Scheme directly assists families through the
provision of funding towards the transport costs incurred for eligible students enrolled in non-state
schools.

Under the Scheme, payments are made twice a year to the families of students enrolled in
non-state schools located beyond the Brisbane City Council area where bus fare expenses are
above the annual Queensland Catholic Education Commission set weekly threshold amount. In
2021, the weekly threshold is $40 per family, or $30 for families with a current Health Care Card,
Pensioner Concession Card or Veterans' Affairs Card.
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The program also assists families of eligible students with disability enrolled in non-state schools.
The level of assistance provided is dependent on the type of transport needed and travel
assistance already provided by the Department of Transport and Main Roads (DTMR). For
families using taxi travel, the benefit level is to a maximum of $300 per week, inclusive of any
assistance provided through DTMR's Taxi Subsidy Scheme.

Dalby State High School — Bunya Campus Residential Facility

The Dalby State High School - Bunya Campus Residential Facility provides affordable residential
accommodation for secondary school students in a boarding facility. The concession particularly
targets secondary school students from rural and remote communities, however, any secondary
age student is eligible. Students accommodated at the residential facility are enrolled at Dalby
State High School and participate in agricultural education programs.

Western Cape Student Residential College, Weipa

The Western Cape College - Student Residential College provides a residential schooling option
for students from the Torres Strait and Cape York. This college provides an option that is more
familiar for students from remote locations with the intent to increase participation and retention of
secondary students in schooling. The concession targets students from the Torres Strait and
Cape York seeking secondary education when their home community does not provide
secondary schooling.

Spinifex State College — Mount Isa Student Residential Facility

The Spinifex State College — Mount Isa Student Residential Facility provides an affordable
residential facility in Mount Isa for students from the north-western area of the state whose home
community does not provide secondary schooling. The funding meets the cost of wages for the
residential college, increasing the affordability of the accommodation rates charged to students.

Distance Education — Information and Communication Technology Subsidy Scheme

The Distance Education — Information and Communication Technology Subsidy Scheme provides
assistance to students enrolled in a school of distance education that are geographically isolated
or in the medical category.

The scheme provides $250 per annum to assist with purchasing, replacing or upgrading computer
hardware for students in the distance/geographically isolated and medical categories, and $500
per annum to assist students in the distance/geographically isolated category to meet the costs of
broadband internet access and download charges for the home classroom. Eligible students also
receive access to free software licences.

Distance Education — Non-Government Student Fee Subsidy

Distance Education — Non-Government Student Fee Subsidy is available to students who are
enrolled in non-government schools and also choose to access distance education subjects. It
provides an average annual subsidy of approximately $1,560 per distance education subject
enrolment.
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This subsidises approximately 50 per cent of the total average cost per annum of providing a
subject through distance education for non-government school students. The concession
contributes towards the state continuing to make distance education available to non-government
schools and ensuring the widest possible subject choice for students, while recovering a
proportion of the teaching and overhead costs.

Plant Registration — Amusement Devices

The refund of plant item registration fees for amusement devices was available to owners of
amusement devices who paid registration fees for the 2020 year. The refund was provided to
support businesses with amusement devices who were impacted by the COVID-19 pandemic and
were unable to operate their devices at the shows and fairs that are the main source of income for
the mobile amusement device industry throughout this year.

The registration fee was dependent on the class of amusement device, however fees range from
$185.30 to $396.50. This concession ceased during 2020-21.

Table A.2.4 Department of Employment, Small Business and Training

2020-21 2021-22

Concession Est. Act. Estimate
$ million $ million
Vocational Education and Training (VET) - Certificate 3 Guarantee Tuition 241.7 240.5
Fee Subsidy!
User Choice - Apprentice and Trainee Training Subsidy* 202.0 207.0
VET - Higher Level Skills Tuition Fee Subsidy 75.0 75.0
Travel and Accommodation Subsidy 2.3 3.0
Total 521.0 525.5
Notes:

1. The variance is due to the demand driven nature of the programs.

Vocational Education and Training (VET) — Certificate 3 Guarantee Tuition Fee Subsidy

The Vocational Education and Training (VET) Certificate 3 Guarantee Tuition Fee Subsidy
provides a government subsidy to allow eligible Queenslanders to obtain their first post-school
Certificate 11l qualification to help them gain a job or to improve their employment status, including
pathways for disadvantaged learners and Queensland school students (VET in Schools).

The subsidy is available to pre-approved private and public registered training organisations to
subsidise tuition fees paid by students undertaking eligible vocational education and training
qualifications (primarily Certificate 11l qualifications).

The value of this subsidy for each qualification ranges from $472 to $6,650, depending on student
eligibility and qualification subsidised. The average subsidy value is $3,060.

User Choice — Apprentice and Trainee Training Subsidy

The User Choice - Apprentice and Trainee Training Subsidy program provides government
funding towards the costs of training and assessment for eligible Queensland apprentices and
trainees, or complementary pathways leading to apprenticeship outcomes.
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The subsidy is available to pre-approved public and private registered training organisations to
subsidise tuition fees to reduce the cost of nationally recognised entry level training for
apprentices and trainees. The program provides greater flexibility for apprentices, trainees and
their employers to select a preferred registered training organisation and to negotiate the type of
training to meet their specific needs.

The value of this subsidy for each qualification ranges from $1,180 to $50,720, depending on
student eligibility and qualification subsidised. The average subsidy value is $9,845.

VET — Higher Level Skills Tuition Fee Subsidy

The VET Higher Level Skills Tuition Fee Subsidy provides a government subsidy to eligible
students and employers to undertake a priority Certificate 1V, diploma or advanced diploma
qualification or industry endorsed skill set. This program assists individuals to gain employment in
a critical occupation, career advancement in a priority industry or transition to university to
continue their studies.

The subsidy is available to pre-approved private and public registered training organisations to
subsidise tuition fees paid by students undertaking eligible vocational education and training
qualifications at Certificate IV or above.

The value of this subsidy for each qualification ranges from $1,175 to $10,370, depending on
student eligibility and qualification subsidised. The average subsidy value is $4,384.

Travel and Accommodation Subsidy

The Travel and Accommodation Subsidy provides financial assistance to Queensland apprentices
and trainees for travel expenses incurred in attending off the job training at a registered training
organisation. To be eligible, apprentices must attend the closest registered training organisation
that offers the required qualification and travel a minimum of 100km return from their usual place
of residence to the registered training organisation. The subsidy provides for:

e return land travel to the registered training organisation of 21 cents per km for distances
between 100km - 649km, increasing to 26 cents per km for distances of 650km or more

e areturn economy air ticket to the location of the registered training organisation if necessary
e cost of ferry travel if necessary

e accommodation assistance of $30 per day for overnight stay within Queensland and $72 for
interstate travellers, if it is necessary to live away from their usual place of residence to attend
training.
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Table A.2.5 Department of Energy and Public Works

2020-21 2021-22

Concession Est. Act. Estimate
$ million $ million
Energy Queensland - Uniform Tariff Policy (Excluding Isolated Systems)* 388.0 452.0
Energy Queensland - Uniform Tariff Policy for Isolated Systems? 66.0 50.5
Extending Existing Drought Relief Arrangements - Electricity Charge 15.0 15.0
Scheme?®
Electricity Tariff Adjustment Scheme?* . 9.1
Non-residential Buildings - Subsidised Rents® 5.7 6.1
Origin Energy - Uniform Tariff Policy 3.0 3.0
Affordable Energy Plan - Energy Savers Program® 2.6 1.9
Commercial Rent Relief” 0.9
Daintree Area Scheme® 0.2 ..
Total 481.4 537.6
Notes:

1. The non-isolated CSO will increase as a result of decisions made by the Australian Energy Regulator on
Energy Queensland Limited's regulated revenue allowance for Ergon Energy relative to Energex, and the
Queensland Competition Authority's determination to lower retail electricity tariffs in regional Queensland for
2021-22.

2. The reduction is due to a reduction in the cost to serve isolated communities and is forecast to reduce in
2021-22. This may be offset by a reduction in retail revenue following the determination made by the
Queensland Competition Authority to lower retail electricity tariffs in regional Queensland for 2021-22.

3. Expenditure is dependent on the extent of drought conditions, the number of registered eligible parties in
drought declared areas and customers seeking a rebate for fixed charges of their electricity accounts.

4. This is a new initiative for 2021-22 targeted to regional businesses to provide eligible customers with
individually tailored transitional rebates to help offset the phase-out of obsolete electricity tariffs.

5. The value of this concession excludes the amount provided under the COVID-19 Commercial Rent Relief
concession.

6. Estimates based on participant implementation rates reported by Queensland Rural and Industry
Development Authority for month ending 30 April 2021 as program moves toward closure in 2021-22.

7. This item is part of the Queensland Government response to COVID-19.

8. This concession is not planned to continue in the 202122 financial year.

Energy Queensland — Uniform Tariff Policy (Excluding Isolated Systems)

The Energy Queensland - Uniform Tariff Policy (Excluding Isolated Systems) ensures that, where
possible, all Queensland non-market electricity customers of a similar type pay a similar price for
electricity regardless of where they live. As the notified prices do not reflect the full cost of
electricity supply for most remote and regional Queenslanders, a subsidy is provided.

The community service obligation (CSO) payment to the regional retailer Energy Queensland
covers the difference between the revenue earned by charging customers notified prices and the
actual costs in the regional areas (due to differences in network costs and energy losses).
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Energy Queensland — Uniform Tariff Policy for Isolated Systems

The Energy Queensland - Uniform Tariff Policy for Isolated Systems ensures that, where
possible, all Queensland non-market electricity customers of a similar type pay a similar price for
electricity regardless of where they live. Energy Queensland owns and operates 33 isolated
power stations which supply electricity to remote and isolated Queensland communities.

Energy Queensland retails electricity to these customers at the notified prices, and the
government provides funding to the retailer to cover the difference between the revenue earned
and the cost of supplying electricity to these customers.

Extending Existing Drought Relief Arrangements — Electricity Charge Scheme

Drought Relief Arrangements provide relief to farming customers from fixed charges for electricity
accounts that are used to pump water for farm or irrigation purposes during periods of drought.
The concessions can vary depending on the shires that are drought declared and the number of
eligible customers.

Electricity Tariff Adjustment Scheme

The Electricity Tariff Adjustment Scheme targets support to regional business electricity
connections due to the phase-out of obsolete electricity tariffs from 30 June 2021. This initiative
provides eligible customers with individually tailored transitional rebates to help offset the removal
of obsolete tariffs and incentivise a pathway to self-sufficiency over time. Eligible businesses will
receive a subsidy payment for up to 9 years.

Non-residential Buildings — Subsidised Rents

Accommodation is provided to 40 community, education, arts, and not-for-profit organisations in
government-owned non-residential buildings. Tenures for the occupancies are by way of leases,
licences, or month to month arrangements. Rents paid by the organisations are often below
independently assessed market rent levels. Subsidised rental arrangements are provided to 25
properties comprising a total floor area of approximately 30,632 square metres. The total subsidy
is calculated by deducting the actual amount paid by the occupants from the total estimated
annual market rent for the office space.

Origin Energy — Uniform Tariff Policy

The Origin Energy - Uniform Tariff Policy ensures that, where possible, all Queensland
non-market electricity customers of a similar type pay a similar price for electricity, regardless of
where they live. Origin Energy retails electricity to approximately 5,450 Queensland non-market
customers in the Goondiwindi, Texas and Inglewood areas who are supplied electricity through
the New South Wales Essential Energy distribution network.

The government provides a rebate to these customers, via a CSO payment to Origin Energy, to
ensure they pay a similar price for electricity in Queensland. Therefore, the CSO amount depends
on the relative difference between Queensland and New South Wales retail electricity tariffs for
non-market customers.
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Affordable Energy Plan — Energy Savers Program

The Business Energy Savers Program, an initiative under the Affordable Energy Plan, provides
free energy audits for agricultural customers and large business customers, and co-contributions
to fund energy efficiency upgrades. It includes an extension of the existing Energy Savers Plus
Program (for agricultural businesses) and the Large Customer Adjustment Program (for large
electricity users).

Under the expanded Energy Savers Plus Program, 180 audits for agricultural customers have
been completed. In addition to this, co-contribution grants of up to $20,000 have been made
available to assist businesses in implementing the recommendations for the audit. The free
energy audits have identified up to $3 million in annual energy saving opportunities for a range of
farming businesses.

Under the expanded Large Customer Adjustment Program (and preceding Trial) 21 audits of
large customers have been completed and co-contribution of up to 50 per cent of implementation
costs, capped at up to $250,000, are being made available to eligible customers to help
encourage them to implement the audit recommendations. The free energy audits have identified
up to $1.3 million in annual energy saving opportunities for a range of farming businesses.

Commercial Rent Relief

As part of the government response to COVID-19, rent relief has been provided for private
commercial tenants of government buildings.

Daintree Area Scheme

In response to the pandemic, the COVID-19 Daintree Area Scheme aims to support the Daintree
community by providing financial assistance to households, small businesses and non-profit
organisations operating from off-grid premises in the area. Payments available under this scheme
include $200 for households and $500 for small businesses and non-profit organisations.

Table A.2.6 Department of Environment and Science

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Queensland Parks and Wildlife Service - Tour Fee and Access Permits 1.6 2.0
COVID-19 Relief - Queensland Parks and Wildlife Service - National Park 0.6
and State Forest Rent Relief!
COVID-19 Relief - Queensland Parks and Wildlife Service - Fee Relief to 1.4
Commercial Tour Operators?
COVID-19 Relief - Queensland Parks and Wildlife Service - Waiver of 0.1
Commercial Whale Watching Operator Fees?®
Total 3.7 2.0
Notes:

1. Thisitem is part of the Queensland Government response to COVID-19.
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Queensland Parks and Wildlife Service — Tour Fee and Access Permits

Admission and ranger guided tour fee concessions are available at several attractions for
children, pensioners and educational purposes. Vehicle access permit concessions are available
in the Cooloola Recreation Area, Bribie, Moreton (Mulgumpin) and Fraser (K'gari) Islands.
Camping concessions are available in all national park and state forest camping areas for
educational purposes and children under 5 years of age.

COVID-19 Relief — Queensland Parks and Wildlife Service — National Park and State Forest
Rent Relief

The Queensland Government supported Queensland's economic recovery from COVID-19 by
providing rent relief to commercial tenant holding leases in national parks and state forests to
December 2020.

COVID-19 Relief — Queensland Parks and Wildlife Service — Fee Relief to Commercial Tour
Operators

The Queensland Government assisted Queensland tourism through waiving of daily activity and
passenger fees for commercial tour operators operating in protected areas and state forests to
March 2021.

COVID-19 Relief — Queensland Parks and Wildlife Service — Waiver of Commercial Whale
Watching Operator Fees

The Queensland Government supported tourism operators impacted by COVID-19 through
waiving of annual Commercial Whale Watching Fees for the 2020 season.
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Table A.2.7 Department of Justice and Attorney-General

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Public Trustee of Queensland - Concessions 39.5 41.7
Court Services - Civil Court! 34.3 29.8
Queensland Civil and Administrative Tribunal 22.7 26.6
Blue Card - Volunteer Applicants 9.1 9.4
Body Corporate and Community Management - Dispute Resolution 2.6 2.6
Liguor Gaming and Fair Trading - Rural Hotel Concessions 0.4 0.4
Registry of Births, Deaths and Marriages - Fee Waivers 0.1 0.1
Liquor Gaming and Fair Trading - License Fees? 21.3
Liquor Gaming and Fair Trading - Rent Relief Scheme? 0.3
Court Services - Rent Relief Scheme? 0.1
Total 130.4 110.6

Notes:

1. The ongoing impacts of COVID-19 have resulted in increased expenses coupled with a decline in court fee
revenue which is impacting the Estimated Actual for 2020-21. It is anticipated that this revenue will normalise
in 2021-22, thereby reducing the overall estimated concession for 2021-22.

2. This item is part of the Queensland Government response to COVID-19.

Public Trustee of Queensland — Concessions

The Public Trustee of Queensland (the Public Trustee) is a self-funded organisation and uses a
scale of fees which is designed to reflect a fair cost for the services provided.

In addition, the Public Trustee provides funding to the Public Guardian and financial assistance
under the Civil Law Legal Aid Scheme administered by Legal Aid Queensland, to enable these
organisations to provide services to the people of Queensland.

The Public Trustee has established a safety net limit on the annual fees payable by certain clients
which provides for a rebate of fees for some clients with limited assets. The rebate is applied to
clients such as financial administration clients with impaired capacity, or estate administration
clients of limited means. The Public Trustee also provides Will making services at no cost for all
Queenslanders.

Court Services — Civil Court

The Supreme, District and Magistrates Courts hear civil disputes between 2 or more parties
(people or organisations) where one party sues the other, usually to obtain compensation, or seek
some other remedy. These disputes may involve anything from defamation to outstanding debts.
Civil Court Fees are prescribed under the Uniform Civil Procedure (Fees) Regulation 2009 for
proceedings commenced in civil matters and are set below full cost recovery to ensure that civil
remedies are accessible to all Queenslanders.
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The ongoing impacts of COVID-19 have resulted in increased expenses coupled with a decline in
court fee revenue which is impacting the Estimated Actual for 2020-21. It is anticipated that this
revenue will normalise in 2021-22, reducing the overall estimated concession for 2021-22.

Queensland Civil and Administrative Tribunal

The Queensland Civil and Administrative Tribunal (QCAT) is an independent tribunal which
makes decisions and resolves disputes across a wide range of jurisdictions for the community.
Fees for these services are set below cost recovery to ensure services are accessible, fair and
inexpensive. QCAT provides human rights services with no application fees for matters in relation
to guardianship and administration of adults, children and young people and anti-discrimination.

Blue Card — Volunteer Applicants

Individuals providing child-related services or conducting child-related activities in regulated
service environments are required to undergo an assessment of their police and relevant
disciplinary information, and if approved, are issued with a blue card. A blue card is valid for 3
years unless cancelled or suspended earlier. Since the inception of the blue card system in 2001,
the government has met the cost of blue card assessment for volunteer applicants.

Body Corporate and Community Management — Dispute Resolution

The Office of the Commissioner for Body Corporate and Community Management provides a
dispute resolution service to parties unable to resolve disputes themselves. The service consists
of conciliation, with the aim of achieving a voluntary agreement, and adjudication, which results in
a formal order. The service is delivered below full cost recovery so as to not restrict access to
justice due to affordability reasons. The commissioner has the discretion to waive application fees
on the grounds of financial hardship.

Liqguor Gaming and Fair Trading — Rural Hotel Concessions

The Office of Liquor and Gaming Regulation licenses hotels and clubs under the Liquor Act 1992.
Under the Liquor (Rural Hotels Concession) Amendment Act 2019, the Rural Hotels Concession

provides licence fee relief to establishments in remote communities by reducing the base licence

fees for hotels and community clubs with no more than 2,000 members, for eligible licences from
July 2019.

Registry of Births, Deaths and Marriages — Fee Waivers

The Registry of Births, Deaths and Marriages waives the fees for certificates provided to
disadvantaged groups in the Queensland Community (e.g. Indigenous, homeless, domestic and
family violence victims, etc.) and those impacted by major emergencies (e.g. natural disasters
such as cyclones and bushfires).

Liguor Gaming and Fair Trading — License Fees

The Liquor Regulation 2002 and the Wine Regulation 2009 were amended to waive liquor and
wine licence fees for the 2020-21 licence period and ceases thereafter.

Liguor Gaming and Fair Trading — Rent Relief Scheme

Rental relief was provided and represents revenue foregone. The rent relief measure ceased on
30 September 2020.
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Court Services — Rent Relief Scheme

Rent relief was provided and represents revenue foregone. The rent relief measure ceased on
31 December 2020.

Table A.2.8 Department of Regional Development, Manufacturing and Water

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Sunwater Rural Irrigation Water Price Subsidy 12.5 26.0
Cloncurry Pipeline Water Supply Subsidy 6.2 6.3
Seqwater Bulk Water Rural Irrigation Water Price Subsidy 2.2 2.8
Extending Existing Drought Relief Arrangements - Water Licence Fee 14 15
Waiver
Total 223 36.6

Sunwater Rural Irrigation Water Price Subsidy

As the owner of Sunwater, the government decides how much of Sunwater's costs are to be
recovered through irrigation prices. Currently, Sunwater's irrigation water prices for some
schemes are set below the level necessary to recover the cost of supplying water to the irrigators.

Government funding is provided to Sunwater to offset the reduced revenue and to ensure that
increases in water prices paid by rural irrigation customers to recover costs are gradual.

For 3 years from 2021-22 Sunwater will will also receive additional funding to implement a 15 per
cent discount on Sunwater irrigation prices. This discount will increase to 50 per cent for
horticulture irrigation, with the balance of the discount to be delivered through a 35 per cent
rebate administered by Queensland Rural and Industry Development Authority (QRIDA).

Cloncurry Pipeline Water Supply Subsidy

North West Queensland Water Pipeline Limited (NWQWP), a Sunwater Limited (Sunwater)
subsidiary, owns and operates the Cloncurry Pipeline between the Ernest Henry Mine and
Cloncurry. The pipeline guarantees Cloncurry Shire Council's long-term water supply and
supports industrial development in the region. The government provides funding to NWQWP to
ensure the pipeline remains commercially viable to operate while providing an affordable and safe
water supply to Cloncurry.

Segwater Bulk Water Rural Irrigation Water Price Subsidy

As the owner of Seqwater, the government decides how much of Seqwater's costs are to be
recovered through irrigation prices. Currently, Seqwater's irrigation water prices for some
schemes are set below the level necessary to recover the cost of supplying water to the irrigators.

Government funding is provided to Seqwater to offset the reduced revenue and to ensure that
increases in water prices paid by rural irrigation customers to recover costs are gradual.

For 3 years from 2021-22 Seqwater will receive additional funding to implement a 15 per cent
discount on Seqgwater irrigation prices. This discount will increase to 50 per cent for horticulture
irrigation, with the balance of the discount to be delivered through a 35 per cent rebate
administered by QRIDA.
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Extending Existing Drought Relief Arrangements — Water Licence Fee Waiver

As part of the government's drought assistance package, fees associated with an annual water
licence invoice and applications for stock or domestic water licences will be waived for 2021-22.

The waiver is available to producers who hold leases in drought-declared areas and to those who
have an individually droughted property.

Table A.2.9 Department of Resources

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Extending Existing Drought Relief Arrangements - Land Rental Rebates 2.1 3.2
Rent Relief Scheme - Land Rent Waivers! 32.2
Backing Explorers (Resources Sector) Waiver! 9.8
Tourism Leases, Licences and Permits? 2.7
Total 46.8 3.2

Notes:

1. This item is part of the Queensland Government response to COVID-19.

Extending Existing Drought Relief Arrangements — Land Rental Rebates

As part of the government's drought assistance package, Category 11 Grazing and Primary
Production landholders under the Land Act 1994 are eligible for a rent rebate. The rebate is
available to lessees, other than those on minimum rent that are in a drought declared local
government area and to individually drought declared properties. In addition to this rebate,
drought declared landholders will be granted a hardship deferral for required rent payments.

Rent Relief Scheme — Land Rent Waivers

As part of the Queensland Government's commitment to support small business during the
COVID-19 pandemic, $33.9 million for land rent relief was applied to Land Act 1994 lessees,
licensees or permit to occupy holders who conducted a business on state land for the period
1 April to 30 September 2020.

A further rent waiver of $14.1 million for Land Act tenure holders adversely affected by the
economic conditions caused by COVID-19 was approved for the period 1 October to
31 December 2020.

Backing Explorers (Resources Sector) Waiver

As part of the Queensland Government's commitment to maintaining a strong resources sector
during the COVID-19 pandemic, a 6-month rent waiver of $6.3 million for exploration permits and
authority to prospect (petroleum and gas) was approved for holders whose rent was due within
the period of 1 April to 30 September 2020. A further 6-month waiver of $6.6 million was
approved for the period 1 October 2020 to 31 March 2021.

Under this arrangement the payment of annual rent and mining and petroleum exploration
tenures, as well as the payment of the fee that is charged to holders of an authority to prospect
that apply for a special amendment to their work program, were waived during the period 1 April
2020 to 31 March 2021.
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Tourism Leases, Licences and Permits

Certain Land Act 1994 leases, licences and permits for tourism purposes had their rent waived for
the period 1 April 2020 to 30 September 2020 in response to the impact of COVID-19 on the
tourism industry.

In August 2020, the government approved an extension to the waiver until 21 March 2021. This
will result in further foregone revenue of $2.7 million, which will arise from the further rent waiver
until 31 March 2021 for operating tourism leases, licences and permits in rental category 13.1.

Table A.2.10 Department of Seniors, Disability Services and Aboriginal and Torres Strait
Islander Partnerships

2020-21 2021-22

Concession Est. Act. Estimate
$ million $ million
Electricity Rebate Scheme? 210.2 228.5
Electricity Asset Ownership Dividend 106.9 100.0
Pensioner Rate Subsidy Scheme 56.3 57.4
South East Queensland Pensioner Water Subsidy Scheme 19.3 19.7
Home Energy Emergency Assistance Scheme 10.0 10.0
Reticulated Natural Gas Rebate Scheme 2.6 2.6
Electricity Life Support Concession Scheme! 2.3 25
Medical Cooling and Heating Electricity Concession Scheme? 2.1 2.4
Electricity Rebate - COVID-19 - Residential Household Utility Assistance 40.0
Package & Small / Medium business Power Bill Relief Package?
Total 449.7 423.1
Notes:

1. Electricity price rebates are adjusted annually according to the Queensland Competition Authority’s (QCA)
price determination for general household electricity tariff (Tariff 11). For 2021-22, the QCA determined
Tariff 11 will decrease by 7.3 per cent. However, the Queensland Government has determined existing
rebate values will not be decreased and will continue to apply in 2021-22.

2. This item is part of the Queensland Government response to COVID-19.

Electricity Rebate Scheme

The Electricity Rebate Scheme provides a rebate of up to approximately $341 per annum, to
assist with the cost of domestic electricity supply to the home of eligible holders of a Pensioner
Concession Card, a Queensland Seniors Card, Commonwealth Health Care Card and asylum
seekers or a Department of Veterans' Affairs Gold Card (who receive a War Widow/er Pension or
special rate Totally or Permanently Incapacitated Pension).

Electricity Asset Ownership Dividend

The Electricity Asset Ownership Dividend is providing Queensland households with a $50
electricity rebate in 2021-22. This will be the fifth dividend since 2017-18 and will be credited on
residential customers' bills.
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Pensioner Rate Subsidy Scheme

The Pensioner Rate Subsidy Scheme offers a 20 per cent subsidy (up to a maximum of $200 per
annum) to lessen the impact of local government rates and charges on pensioners, thereby
assisting them to continue to live in their own homes.

South East Queensland Pensioner Water Subsidy Scheme

The South East Queensland (SEQ) Pensioner Water Subsidy Scheme provides a subsidy of up
to $120 per annum to eligible pensioner property owners in the SEQ Water Grid to lessen the
impact of water prices. This subsidy is in addition to the Pensioner Rate Subsidy Scheme.

Home Energy Emergency Assistance Scheme

The Home Energy Emergency Assistance Scheme provides emergency assistance of up to $720
once in a 2-year period to assist low income households experiencing a short-term financial crisis
and who are unable to pay their current electricity and/or reticulated natural gas account. It is not
a requirement for the claimant to hold a concession card.

Reticulated Natural Gas Rebate Scheme

The Reticulated Natural Gas Rebate Scheme provides a rebate of up to approximately $76 per
annum to assist with the cost of reticulated natural gas supplied to the home of eligible holders of
a Pensioner Concession Card, Queensland Seniors Card or a Department of Veterans' Affairs
Gold Card (who receive the War Widow/er Pension or special rate Totally or Permanently
Incapacitated Pension).

Electricity Life Support Concession Scheme

The Electricity Life Support Concession Scheme is aimed at assisting seriously ill people who use
home-based life support systems by providing a rebate of up to approximately $694 per annum
for users of oxygen concentrators and a rebate of up to approximately $465 per annum for users
of kidney dialysis machines to meet their electricity costs. The concession is paid quarterly and is
subject to the patient being medically assessed in accordance with Queensland Health eligibility
criteria.

Medical Cooling and Heating Electricity Concession Scheme

The Medical Cooling and Heating Electricity Concession Scheme provides a rebate of up to
approximately $341 per annum for eligible concession card holders with a medical condition who
have dependence on air conditioning to regulate body temperature.

Electricity Rebate — COVID-19 - Residential Household Utility Assistance Package & Small /
Medium Business Power Bill Relief Package

Electricity rebates provided as a COVID-19 response initiative during the pandemic have included
a $200 rebate for Residential Household Relief and a $500 rebate for small to medium
enterprises. Funding in 2020-21 of $40M has been provided to continue payments for late
applicants to the scheme.
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Table A.2.11 Department of State Development, Infrastructure, Local Government and

Planning
2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
COVID-19 Rent Relief (Economic Development Queensland)?* 3.7 0.1
Total 3.7 0.1

Notes:
1. This item is part of the Queensland Government response to COVID-19.

COVID-19 Rent Relief (Economic Development Queensland)

As part of the government's COVID-19 support, rent relief is being provided for businesses with
leases with Economic Development Queensland.

Table A.2.12 Department of Tourism, Innovation and Sport

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Queensland Recreation Centres - Concessional Usage Rates 0.3 0.4
COVID-19 Advance Queensland Valley Precinct Rent Relief! 1.1
Total 1.4 0.4

Notes:
1. This item is part of the Queensland Government response to COVID-19.

Queensland Recreation Centres — Concessional Usage Rates

Concessional usage rates are offered to clients who meet the strategic objectives of Activate!
Queensland, including not-for-profit sport and recreation organisations, Queensland schools and
Queensland state sporting organisations, for the use of Queensland Recreation Centres, at
Currimundi and Tallebudgera. These concessional rates provide a discount between 6.2 per cent
to 18.1 per cent of the full charge to approximately 40,000 recipients.

COVID-19 Advance Queensland Valley Precinct Rent Relief

As part of the government's COVID-19 support, rent relief was provided for businesses which rent
space at the Advance Queensland Valley Precinct to 31 December 2020.
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Table A.2.13 Department of Transport and Main Roads

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
General Public Transport Concessions (South East Queensland)?! 1,739.2 1,701.7
Rail Network and Infrastructure Funding? 728.4 807.0
General Public Transport Concessions (Regional Queensland)® 306.0 264.6
Vehicle and Boat Registration Concessions 188.0 194.3
School Transport Assistance Scheme* 151.0 147.0
TransLink Transport Concessions (South East Queensland)® 49.5 69.3
Rail Concession Scheme 394 40.4
Livestock and Regional Freight Contracts 40.3 38.0
Other Transport Concessions (Regional Queensland) and Taxi Subsidies 24.7 27.1
Mount Isa Line Incentive Scheme 20.0 20.0
COVID-19 Relief Measures - Transport Services® 42.9 12.9
Practical Driving Test 4.0 4.1
Designated Public Transport Concessions for Seniors Card Holders 4.0 4.1
COVID-19 Relief Measures - Rent Relief® 8.5 "
Total 3,345.9 3,330.5

Notes:

1. The decrease is due to an increase in fare revenue from patronage increases expected as part of recovery
from COVID-19 in 2021-22 offset by increased rail costs for driver training and Cross River Rail readiness.

2. Theincrease is due to additional costs for delivery and operational readiness for Cross River Rail.

3. The decrease is due to an expected increase in fare revenue from increased patronage on TravelTrain,
heritage rail services and Kuranda Scenic Railway.

4. The decrease is due to an expected reduction in cleaning costs in 2021-22 associated with COVID-19.

5. The increase is reflective of an expected increase in patronage for concession eligible passengers as part of
recovery from COVID-19.

6. This item is part of the Queensland Government response to COVID-19.

General Public Transport Concessions (South East Queensland)

The General Public Transport Concessions (South East Queensland) represents the direct
funding contribution that government makes towards the cost of operating public transport
services within South East Queensland. This contribution effectively reduces the ticket price paid
by all public transport users on bus, rail and ferry services, increasing the affordability of these
services.

Rail Network and Infrastructure Funding

Rail network and infrastructure funding ensures that the state supported rail network is safe,
reliable and fit for purpose. The contract also provides funding to Queensland Rail to support
major capital projects and related asset strategies. The funding provided via this contract directly
benefits customers of the state supported rail network, including both freight and passengers.
Without this funding, rail access charges (including public transport fares) would be significantly
higher for all users of the rail network.
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General Public Transport Concessions (Regional Queensland)

The General Public Transport Concessions (Regional Queensland) represents the financial
contribution that the government provides across a range of transport services in regional
Queensland. The impact of this contribution benefits all public transport users through reduced
transport fares. This concession covers:

e TravelTrain (excluding the 'Rail Concession Scheme' for eligible pensioners, veterans and
seniors)

e subsidies for Kuranda Scenic Railway
e subsidies for Heritage Rail Services

e subsidies for the Rail XPT Service (Sydney-Brisbane) and Savannahlander (Atherton
Tableland)

e subsidies for air services to remote and rural communities within the state

e subsidies for regional bus and ferry operators (excluding concessional top up amounts and
School Transport Assistance Scheme related amounts)

e subsidies for long distance coach services to rural and remote communities within the state.
Vehicle and Boat Registration Concessions

A Special Interest Vehicle (SIV) registration concession is offered for motor vehicles that have low
use associated with vintage and historic and street rod car club events. A 12-month registration
fee for a 6-cylinder SIV concession reduces from $538.65 to $95.85. A concession is also
available for specific purposes such as water, mineral or oil exploration and bee keeping.

Eligible primary producers also receive registration concessions for their heavy vehicles, reducing
their registration fees by 50 to 75 per cent. For example, a primary producer's 12-month
registration fee for a two-axle truck with a Gross Vehicle Mass over 12 tonne reduces from
$993.00 to $496.50. Other motor vehicle registration concessions are also provided to local
governments, charitable and community service organisations, and people living in remote areas.
Vessel registration concessions may be provided to accredited surf lifesaving clubs and schools.

Registration concessions for light and heavy motor vehicles and recreational boats are provided
to a range of groups, including holders of the Pensioner Concession Card, Queensland Seniors
Card and to those assessed by the Department of Veterans' Affairs as meeting the necessary
degree of incapacity or impairment.

These concessions are aimed at improving access to travel for pensioners, seniors and persons
with a disability by providing a reduced rate of registration fees. For most eligible card holders, a
concession for a family 4-cylinder vehicle would reduce the 12-month registration fee from
$340.20 to $170.10. For a recreational boat up to and including 4.5 metres in length, the
concession reduces the registration charge from $91.85 to $45.90.

School Transport Assistance Scheme

The School Transport Assistance Scheme assists students that do not have a school in their local
area or who are from defined low income groups with travel costs. The scheme provides funding
to reduce the cost of travelling to school on bus, rail and/or ferry services, with allowances for
private vehicle transport in certain circumstances.
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A typical concession would be to fully fund the cost of travel from home to the nearest state
primary or high school where no local primary or high school is available (for example, from
Bargara to Bundaberg High School).

TransLink Transport Concessions (South East Queensland)

The TransLink Transport Concessions (South East Queensland) are provided by the government
to ensure access and mobility for Queenslanders who require assistance because of age,
disability or fixed low income.

Passengers entitled to receive public transport concessions include holders of a Pensioner
Concession Card, Veterans' Affairs Gold Card, Seniors Card (all states and territories),
Companion Card, Vision Impairment Travel Pass, Total Permanent Incapacitated (TPI) Veteran
Travel Pass, children, secondary and tertiary students, Newstart and Youth Allowance (Job
Seeker) recipients, asylum seekers and White Card Holders. Under current fare arrangements,
approved concession groups receive at least a 50 per cent discount when compared to the same
applicable adult fare.

Rail Concession Scheme

The Queensland Rail Concession Scheme improves the affordability of long distance and urban
rail services for eligible pensioners, veterans, seniors and current/past rail employees with 25
years of service. Assistance for long distance rail services is provided through discounted fares
and free travel vouchers. For TravelTrain (long distance rail) services, depending on the service,
the concession may be for free travel for up to 4 trips per year for Queensland pensioners
(subject to availability of seats and payment of an administration fee).

Livestock and Regional Freight Contracts

The Livestock and Regional Freight Contracts provide funding to support the movement of cattle
(via rail only) and freight (via road and rail) to and from regional areas of Queensland. The
funding provided directly benefits the cattle industry and enables regional Queensland
communities to maintain employment and directly benefits those communities who are reliant on
rail freight services by reducing the cost of these freight services for users.

Other Transport Concessions (Regional Queensland) and Taxi Subsidies

Other transport concessions (Regional Queensland) and taxi subsidies are provided by the
government to ensure access and mobility for Queenslanders who require assistance because of
age, disability or fixed low income.

Passengers entitled to receive public transport concessions include holders of a Pensioner
Concession Card, Veterans' Affairs Gold Card, Seniors Card (all states and territories),
Companion Card, Vision Impairment Travel Pass, TPl Veteran Travel Pass, children, secondary
and tertiary students, Newstart and Youth Allowance (Job Seeker) recipients, asylum seekers and
White Card holders. The Taxi Subsidy Scheme aims to improve the mobility of persons with
severe disabilities by providing a 50 per cent concession fare up to a maximum subsidy of $25
per trip.
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Mount Isa Line Incentive Scheme

In recognition of the importance the Mount Isa Line plays in facilitating the transportation of freight
from pit to port, from 2019-20, the Queensland Government is paying $20 million per annum to
eligible freight users under the 4-year $80 million Mount Isa Line Incentive Scheme.

This payment reduces below rail access costs to further promote rail for freight, as well as
supporting continued development of the North West Minerals Province.
COVID-19 Relief Measures — Transport Services

Transport services COVID-19 relief measures provided by the government include:

o funding assistance to support passenger transport aviation providers, ferry service operators
and regional bus operators in Queensland

o financial assistance for the personalised transport industry

e waiving of learner licence renewal fees due to the cancellation of practical driving tests

e waiving vehicle registration cancellation fees, number plate fees and, in most cases, the
costs associated with vehicle inspections on re-registration.

Practical Driving Test

As part of the state's driver licensing arrangements, applicants for new licences are required to
undertake a practical driving test. The total cost to pre-book driver examinations and to perform
the practical driver assessment is not fully recovered by the fee charged ($61.45 (inc. GST) as at
1 July 2021), providing a direct concession to applicants.

Designated Public Transport Concessions for Seniors Card Holders

Designated Public Transport Concessions for Seniors Card Holders allows visitors from
interstate, who hold a state or territory Seniors Card, to access public transport concessions
within Queensland and is fully funded by the Queensland Government.

COVID-19 Relief Measures — Rent Relief

As part of the government's response to COVID-19, rent relief was provided for tenants who rent
space at Department of Transport and Main Roads-owned properties to 31 December 2020.

Table A.2.14 Queensland Fire and Emergency Services

2020-21 202122
Concession Est. Act. Estimate
$ million $ million
Emergency Management Levy Concession 10.5 11.0
COVID-19 Advertising Rental Abatement* 0.4
Total 10.9 11.0

Notes:
1. Thisitem is part of the Queensland Government response to COVID-19.
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Emergency Management Levy Concession

The Emergency Management Levy (EML) is applied to all prescribed Queensland property via
council rates to ensure there is a secure funding base for fire and emergency services when
Queenslanders are at risk during emergencies such as floods, cyclones, storms as well as fire
and accidents. A 20 per cent discount is available on the EML for a property that is the owner's
principal place of residence and where the owner holds a Commonwealth Pensioner Concession
Card or a Repatriation Health Card (Gold Card).

COVID-19 Advertising Rental Abatement

To support Queensland's economic recovery from the impacts of COVID-19, the Queensland Fire
and Emergency Services (QFES) provided rental abatement of up to 120 days on rental rates for
billboard advertising located on QFES buildings.

Table A.2.15 Queensland Health

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Oral Health Scheme 175.7 175.7
Patient Travel Subsidy Scheme! 84.0 94.8
Medical Aids Subsidy Scheme? 28.7 28.7
Spectacle Supply Scheme 9.9 10.0
Hospital Car Parking Concession Scheme?® 1.6 1.8
Total 299.9 311.0

Notes:

1. The Queensland Government allocated $94.8 million to support Queenslanders to travel to their
appointments in 2020-21. Due to the increased utilisation of telehealth options, there has been no increase
in the budget in 2021-22. The impacts of COVID-19 on the health service, together with travel restrictions
and an increase in telehealth services, have reduced the need for patients to travel for appointments.

2. 2021-22 should see a return to normal operation and statistics reflective of the true demand that exists for
MASS services pending the COVID-19 vaccine rollout.

3. Actual expenditure varies slightly from year to year in response to demand by eligible patients, the value of
parking tickets and the level of subsidy provided, at each site.

Oral Health Scheme

The Oral Health Scheme provides free dental care to eligible clients and their dependants who
possess a current Health Care Card, Pensioner Concession Card, Queensland Seniors Card or
Commonwealth Seniors Card. The average value of a course of treatment for eligible clients is
approximately $600 for general care, $1,600 for treatment involving dentures, and $250 for
emergency dental care. In rural and remote areas where no private dental practitioner exists,
access to dental care for the general public is provided at a concessional rate, generally 15 per
cent to 20 per cent less than average private dental fees.

Patient Travel Subsidy Scheme

The Patient Travel Subsidy Scheme (PTSS) provides financial assistance to patients travelling for
specialist medical services that are not available locally.
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The PTSS provides a financial subsidy toward the cost of travel and accommodation for patients
and, in some cases, an approved escort when patients are required to travel more than 50
kilometres from their nearest public hospital or public health facility to access specialist medical
services

Patients receive fully subsidised commercial transport for the most clinically appropriate
cost-effective mode or will be subsidised at the economy/government discount rate (less GST). A
mileage subsidy of 30 cents per kilometre is paid where patients travel by private car.

Accommodation subsidies are $60 per person per night for the patient and approved escort if they
stay in commercial accommodation, or a subsidy of $10 per person per night if staying with family
or friends.

Medical Aids Subsidy Scheme

The Medical Aids Subsidy Scheme (MASS) provides access to subsidy funding assistance for the
provision of a range of aids and equipment to eligible Queensland residents with permanent and
established conditions or disabilities. Aids and equipment are provided primarily to assist people
to live at home therefore avoiding premature or inappropriate residential care or hospitalisation.

Subsidies vary based on service category and clinical criteria and are provided to assist with the
costs of communication aids, continence aids, daily living aids, medical grade footwear, mobility
aids, orthoses and oxygen. The scheme provided approximately 55,000 occasions of service to
approximately 36,000 clients during 2019-20.

COVID-19 continues to affect 2020-21 however, as the year progresses, there is a gradual return
to normal operations. Client numbers are expected to increase to 38,000 with approximately
57,000 occasions of service.

Spectacle Supply Scheme

The Spectacle Supply Scheme (SSS) provides eligible Queensland residents with free access to
a comprehensive range of basic spectacles every 2 years including bifocals and trifocals.
Applicants must be holders of eligible concession cards and be deemed by a prescriber to have a
clinical need for spectacles.

The SSS provides around 90,000 items each year to approximately 70,000 clients (some clients
require more than one pair of spectacles due to clinical need). The average cost of services
provided to applicants is approximately $122 per item, including the costs of administering the
scheme through the Medical Aids Subsidy Scheme.

Hospital Car Parking Concession Scheme

The Hospital Car Parking Concession Scheme supports Hospital and Health Services (HHSs) to
provide affordable car parking for eligible patients and their carers at 14 Queensland public
hospitals with paid parking. Car parking concessions are available to eligible patients and their
carers who attend hospital frequently or for an extended period of time; patients and their carers
with special needs who require assistance; and patients and carers experiencing financial
hardship.

The scheme provides access to discounted parking with an average discount of approximately
54 per cent of the commercial cost of parking. In 2020-21, approximately 335,000 patients and
carers will benefit from the scheme receiving access to 482,000 concessions.
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A.3 Concessions by Government-owned corporation

Table A.3.1 Energy Queensland

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Regulated Service Charges - Ergon Energy 16.8 225
Regulated Service Charges - Energex 14.1 16.4
Total 30.9 38.9

Regulated Service Charges — Ergon Energy

Under Schedule 8 of the Electricity Regulation 2006, service charges for a range of services
provided by Ergon Energy Corporation Limited (Ergon Energy) to energy retailers, for example
disconnection and reconnection of supply, are capped. The maximum amount Ergon Energy is
able to charge for these services is, on average, less than the value which the Australian Energy
Regulator ascribes to the provision of these services by Ergon Energy, resulting in a concession
provided to energy retailers and in turn, to households.

Regulated Service Charges — Energex

Under Schedule 8 of the Electricity Regulation 2006, charges for a range of services provided by
Energex Limited (Energex) to energy retailers, for example disconnection and reconnection of
supply, are capped. The maximum amount Energex is able to charge for these services is, on
average, less than the value which the Australian Energy Regulator ascribes to the provision of
these services by Energex, resulting in a concession provided to energy retailers and in turn, to
households.

Table A.3.2 Gladstone Ports Corporation Limited

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Concessional Port Charges 39.3 36.6
Total 39.3 36.6

Concessional Port Charges

The Gladstone Ports Corporation Limited (GPC) is subject to a number of long-term major
industry contracts where port charges are significantly lower than market rates. These historical
contracts were entered into to support various industries and government initiatives from time to
time. The amounts shown are estimates of the revenue foregone by GPC as a result of being
unable to charge commercial rates.
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Table A.3.3 Sunwater Limited

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Water Supply Contracts 49.8 50.4
Total 49.8 50.4

Water Supply Contracts

Sunwater has a number of historic non-commercial water supply contracts that benefit specific
entities (including local governments). The amount shown represents the difference between the
estimated revenue under these contracts and that which could be recovered under a full cost
allocation model.

Table A.3.4 Concessional Leases (Industry, Commercial and Community) By Entity

2020-21 2021-22
Concession Est. Act. Estimate

$ million $ million
Port of Townsville Limited 6.1 6.3
Gladstone Ports Corporation Limited 2.9 3.0
Queensland Rail Limited 2.1 2.1
Far North Queensland Ports Corporation Limited 1.6 1.6
North Queensland Bulk Ports Corporation Limited 1.6 1.6
Total 14.3 14.6

Concessional Leases (Industry, Commercial and Community)

The above government-owned corporation entities provide leases to various community
organisations, local councils, government departments and industry participants at below
commercial rates. The amounts shown are estimates of the revenue foregone by not charging
commercial rates.
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Table A.3.5 COVID-19-Related Measures by Entity

2020-21 2021-22
Concession Est. Act. Estimate
$ million $ million
Far North Queensland Ports Corporation Limited 7.0 2.1
Queensland Rail Limited 6.0
Port of Townsville Limited 0.9
Gladstone Ports Corporation Limited 0.4
Seqwater 0.4
North Queensland Bulk Ports Corporation Limited 0.1
Energy Queensland 0.1
Total 14.9 2.1

COVID-19-Related Measures (Industry, Commercial and Community)

As part of the Queensland Government’'s COVID-19 response, the above government-owned
businesses provided relief measures to support community organisations and businesses
adversely affected by COVID-19.

Relief measures include temporary reductions to commercial leases, fees and other charges. The
amounts shown are estimates of the revenue foregone by not charging commercial rates. To be
included in the above table, concessions must meet the minimum materiality threshold of
estimated revenue foregone of $50,000. Some government-owned businesses provided
COVID-19 relief measures below this threshold including Sunwater, CS Energy, Stanwell and
CleanCo.
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Appendix B: Tax expenditure statement

Context

Governments employ a range of policy tools to achieve social and economic objectives. These
include the use of direct budgetary outlays, regulatory mechanisms and taxation.

This Tax Expenditure Statement (TES) details revenue forgone as a result of Queensland
Government decisions relating to the provision of tax exemptions or concessions. The TES is
designed to improve transparency in the use of tax expenditures and increase public
understanding of the fiscal process.

Tax expenditures are reductions in tax revenue that result from the use of the taxation system as
a policy tool to deliver government policy objectives. Tax expenditures are provided through a
range of measures, including:

e tax exemptions, rebates or deductions

e the application of reduced tax rates to certain groups or sectors of the community

e provisions, which defer payment of a tax liability to a future period.

Labelling an exemption or concession as a tax expenditure does not necessarily imply any
judgement as to its appropriateness. It merely makes the amount of the exemption or concession
explicit and thereby facilitates its scrutiny as part of the annual budget process.

COVID-19 and implications for tax expenditure

The impact of the COVID-19 pandemic on Queensland businesses has been significant and the
Queensland Government moved quickly to introduce substantial tax relief measures to support
Queensland businesses, particularly small to medium businesses. These initiatives were primarily
aimed at supporting the cashflow and viability of Queensland businesses, landlords, tenants, and
the state’s pubs and clubs.

The key relief measures fell under 3 categories:

o direct refunds, holidays, rebates or waivers of tax liabilities — refunds, holidays and waivers of
payroll tax liabilities; and a 25 per cent rebate and waiver of foreign surcharge on land tax

o deferrals of tax liabilities — various deferrals of payroll tax, land tax, gaming machine tax and
lotteries tax

e exemptions — eligible JobKeeper payments were exempted from payroll tax.

The impact of these measures has resulted in a significant increase in forgone revenue, most
notably in 2019-20, although some measures continue to impact revenue in 2020-21.
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Methodology

Revenue forgone approach

The method used almost exclusively by governments to quantify the value of their tax
expenditures is the revenue forgone approach. This method estimates the revenue forgone
through use of the concession by applying the benchmark rate of taxation to the volume of
activities or assets affected by the concession.

One of the deficiencies of the revenue forgone approach is that effects on taxpayer behaviour
resulting from tax expenditures are not factored into the estimate. Consequently, the aggregation
of costings for individual tax expenditure items presented in the TES will not necessarily provide
an accurate estimate of the total level of assistance provided through tax expenditures.

Additionally, while total COVID-19 relief is included in the TES, some relief was treated as a grant
expense, for example in relation to rebates of already-paid tax liabilities. In these cases, the
associated tax expenditure did not reduce revenues.

Measuring tax expenditures requires the identification of:

e abenchmark tax base

e concessionally taxed components of the benchmark tax base such as a specific activity or
class of taxpayer

e abenchmark tax rate to apply to the concessionally taxed components of the tax base.
Defining the tax benchmark

The most important step in the preparation of a TES is the establishment of a benchmark for each
tax included in the statement. The benchmark provides a basis against which each tax
concession can be evaluated. The aim of the benchmark is to determine which concessions are
tax expenditures as opposed to structural elements of the tax. The key features of a tax
benchmark are:

e the tax rate structure

e any specific accounting conventions applicable to the tax
e the deductibility of compulsory payments

e any provisions to facilitate administration

e provisions relating to any fiscal obligations.

By definition, tax expenditures are those tax concessions not included as part of the tax
benchmark.

Identification of benchmark revenue bases and rates requires a degree of judgement and is not
definitive. Furthermore, data limitations mean that the tax expenditures are approximations and
are not exhaustive. This statement does not include estimates of revenue forgone from
exemptions or concessions provided to government agencies. Very small exemptions or
concessions are also excluded.
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The tax expenditure statement

This year’s statement includes estimates of tax expenditures in 2019-20 and 2020-21 for payroll
tax, land tax, duties, the waste disposal levy and gambling taxes. A summary of the major tax
expenditures valued on the basis of revenue forgone is presented in Table B.1. Not all
expenditures can be quantified at this time. Accordingly, the total value of tax expenditures should
be considered as indicative only.
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Table B.1 Tax expenditure summary?

2019-20? 2020-21
$ million $ million
Payroll tax
Exemption threshold 898 882
Graduated tax scale 41 41
Deduction scheme 436 429
Regional discount 90 88
COVID-19 relief 254 233
Section 14 exemptions 747 748
Local government 165 168
Education 189 193
Hospitals (excluding public hospitals) 61 62
Charities 331 325
Apprentice and trainee exemption 57 56
Apprentice and trainee rebate 27 27
Employee growth rebate 0 12
Total payroll tax 2,549 2,516
Land tax
Liability threshold* 794 859
Graduated land tax scale 1,430 1,523
Principal place of residence exemption 301 319
Primary production exemption 123 133
Part 6 Divisions 2 and 3 exemptions not included elsewhere® 151 152
Land developers’ concession 21 20
COVID-19 relief 181 60
Total land tax 3,000 3,066
Duties
Transfer duty
Home concession 381 527
First home concession 216 294
First home vacant land 21 63
AFAD exemption/ex gratia 8 6
Insurance duty
WorkCover 70 70
Health insurance 466 488
Compulsory third party (CTP)® 86 89
Total duties 1,248 1,537
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Queensland waste levy

Exempt waste — general 127 129
Approved exemptions 72 88
Approved discounts 13 14
Total waste levy 212 231
Taxes on gambling
Gaming machine taxes 85 121
Casino taxes 7 6
Total gambling tax 92 127
Total 7,101 7,477
Notes:

1. Numbers may not add due to rounding.

2. 2019-20 estimates may have been revised since the 2020-21 Queensland Budget.
3. Significant relief was provided after revenue had already been accrued and therefore the funding provided
for these measures were treated as refunds via grant expenses. This expense, along with any interest cost

of deferred payments, has not been included in this table.

4. Land tax is payable only on the value of taxable land above a threshold, depending on ownership structure.
5. Applicable, but not limited to; religious bodies, public benevolent institutions, and other exempt charitable

institutions.
6. CTP duty is levied at a rate of 10 cents per policy.
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Discussion of individual taxes

Payroll tax

The benchmark tax base for payroll tax is assumed to be all taxable wages, salaries and
supplements (including employer superannuation contributions) paid in Queensland, as defined in
the Payroll Tax Act 1971.

Payroll tax exemption threshold

From 1 July 2019, employers who employ in Queensland with an annual Australian payroll of
$1.3 million or less are exempt from payroll tax. On the basis of November 2020 average weekly
adult total earnings, the new threshold corresponded to businesses with payrolls equivalent to
employing approximately 15 full-time equivalent employees. This exemption is designed to assist
small and medium sized businesses.

Graduated payroll tax scale

Queensland employers with Australian payrolls between $1.3 million and $6.5 million are liable for
payroll tax at a rate of 4.75 per cent, and those with payrolls above $6.5 million are liable at a rate
of 4.95 per cent. The benchmark tax rate for payroll tax is assumed to be 4.95 per cent.

Deduction scheme

Queensland employers with Australian payrolls between $1.3 million and $6.5 million benefit from
a deduction of $1.3 million, which reduces by $1 for every $4 by which the annual payroll exceeds
$1.3 million, with no deduction for employers or groups that have annual payroll in excess of

$6.5 million.

Regional discount

Employers who are based in regional Queensland and pay over 85 per cent of taxable wages to
regional areas may be entitled to a discount on the rate of payroll tax imposed on their taxable
wages. The discounted payroll tax rates for regional businesses are 3.75 per cent for employers
who pay $6.5 million or less in Australian taxable wages, or 3.95 per cent for employers who pay
more than $6.5 million in Australian taxable wages.

COVID-19 relief — payroll tax

In response to the COVID-19 pandemic, a number of payroll tax relief measures were
implemented to assist Queensland businesses that resulted in forgone revenue in 2019-20 and
2020-21, including:

e A 3-month payroll tax holiday for small businesses

o Exemption from payroll tax of the subsidised component of the Australian Government's
JobKeeper payment

e A 2-month payroll tax waiver for small businesses.
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Section 14 exemptions

A number of organisations are provided with exemptions from payroll tax under Section 14 of the
Payroll Tax Act 1971. The activities for which estimates have been calculated are wages paid by
charities for employees working in hospitals, non-tertiary private educational institutions and for
other qualifying exempt purposes, and for local governments (excluding commercial activities).

Apprentice and trainee exemptions

Most apprentice and trainee wages are exempt from payroll tax. To be eligible the employee must
sign a training contract with their employer to undertake an apprenticeship or traineeship declared
under the Further Education and Training Act 2014.

Apprentice and trainee rebate

In addition to being exempt wages for payroll tax, a rebate can be claimed that reduces the
overall payroll tax liability of an employer. The rebate is calculated by multiplying 50 per cent of
the apprentice and trainee wages by the applicable payroll tax rate for each return period.

Employment growth rebate

For 2019-20 and 2020-21, a payroll tax rebate of up to $20,000 is available to eligible employers
who demonstrate a net employment increase in the number of new Queensland full-time positions
over a full financial year. The rebates are calculated as part of annual returns due in July of each
year, with the 2019-20 rebate reflected as a tax expenditure in 2020-21.

Land tax

The benchmark tax base is assumed to be all freehold land within Queensland. The benchmark
tax rate for land tax is either the top rate of land tax applicable in Queensland (excluding
surcharges) in each financial year, or the effective rate under the graduated scale of land tax
rates.

Liability threshold

Land tax is payable on the value of taxable land equal to or above a threshold which depends on
the land’s ownership. The threshold for companies, trusts and absentees is $350,000 and for
resident individuals the threshold is $600,000.

Graduated land tax scale

A graduated (concessional) scale of land tax rates is applicable to land holdings with a taxable
value of less than $10 million for resident individuals and companies, trustees and absentees.
The benchmark rates used for estimating the tax expenditures were 2.25 per cent for individuals,
2.5 per cent for absentees and 2.75 per cent for companies and trustees.

Principal place of residence exemption

Land owned by resident individuals as their principal place of residence is excluded from the
estimate of taxable land value in calculating land tax.

248


https://www.legislation.qld.gov.au/view/html/inforce/current/act-2014-025

Budget Strategy and Outlook 2021-22

Primary production deduction

The taxable value of land owned by a resident individual, trustee or some absentees and
companies does not include all or part of their land that is used for the business of agriculture,
pasturage or dairy farming.

Part 6 Divisions 2 and 3 exemptions (not elsewhere included)

A number of land tax exemptions are granted in Part 6 Divisions 2 and 3 of the Land Tax

Act 2010 to eligible organisations. These include, but are not limited to, public benevolent
institutions, religious institutions and other exempt charitable institutions, retirement villages, trade
unions and showgrounds.

Land developers’ concession

Land tax payable by land developers is calculated on the basis that the unimproved value of
undeveloped land subdivided in the previous financial year and which remains unsold at 30 June
of that year is 60 per cent of the Valuer-General’s value. This concession is outlined in Section 30
of the Land Tax Act 2010.

COVID-19 relief — land tax

In response to the COVID-19 pandemic, a number of relief measures were implemented to assist
landowners and tenants that resulted in forgone revenue in 2019-20 and 2020-21, including:

e a 25 per cent rebate on the 2019-20 and 2020-21 land tax liability for eligible land owners
that provided commensurate rent relief to COVID-19 impacted tenants, or that are unable to
secure tenants due to COVID-19.

o the waiver of the 2 per cent foreign land tax surcharge in 2019-20.

Duties
Home concession

A concessional rate of duty applies to purchases of a principal place of residence. A

one per cent concessional rate applies on dutiable values up to $350,000, rather than the normal
schedule of rates between 1.5 per cent and 3.5 per cent. For properties valued over $350,000,
the scheduled rates of transfer duty apply on the excess.

First home concession

Where a purchaser has not previously owned a residence in Queensland or elsewhere, the
purchaser of a home receives a more generous concession on duty. This concession comprises a
rebate in addition to the home concession on properties (this concession may not be applicable if
the purchase price is less than the full market value of the property). The size of the rebate
depends on the value of the property. A full concession is provided to purchases of a first
principal place of residence valued up to $500,000, phasing out at $550,000.

First home vacant land concession

A first home concession is available for the purchase of certain vacant land up to the value of
$400,000, with a full concession available on certain vacant land up to the value of $250,000.
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Additional foreign acquirer duty exemption

An Australian-based foreign corporation or trust whose commercial activities involve significant
development by adding to the supply of housing stock in Queensland, where such development is
primarily residential, may be eligible for ex-gratia relief from the additional 7 per cent additional
foreign acquirer duty.

Insurance duty

The benchmark tax base is assumed to be all premiums for general insurance policies (not for life
insurance). The benchmark tax rate is 9 per cent.

Queensland Waste Levy

The Queensland Waste Levy is payable by landfill operators on waste disposed to landfill, except
waste generated and disposed in the non-levy zone. The benchmark levy rate was $75 per tonne
from July 2020 to December 2020 and $80 per tonne from January 2021 to June 2021 (higher for
regulated wastes).

General levy exemptions exist for particular wastes, such as those from declared disasters and
severe local weather events. Also, levy exemptions are available on application for other
particular wastes, such as waste from charitable recycling organisations and community clean-up
events. Levy discounts of 50 per cent are available on application for residue wastes from
particular recycling activities.

Gambling taxes
Gaming machine tax concessions for licensed clubs

The benchmark tax base is assumed to be all gaming machines operated by licensed clubs and
hotels in Queensland. The benchmark tax rate is assumed to be the highest marginal tax rate
(as is applied to hotels) that actually applied in each financial year.

A progressive tax rate scale applies to gaming machines operated by licensed clubs. The tax rate
is calculated monthly on the gaming machine taxable metered win and the top tax rate is only
applied to the portion of gaming machine revenue where the monthly metered win exceeds

$1.4 million for any licensed club.

Casino tax concessions

The benchmark tax base is assumed to be all casinos operating in Queensland. The benchmark
tax rate is assumed to be the highest tax rate that is actually applied in each financial year.

A tax rate of 20 per cent of gross revenue applies for standard transactions in the Brisbane and
Gold Coast casinos. A concessional tax rate of 10 per cent applies for gross revenue from
standard transactions in the Cairns and Townsville casinos. The tax rate applicable to gaming
machines in casinos is 30 per cent of gross revenue in the Brisbane and Gold Coast casinos, and
20 per cent in the Cairns and Townsville casinos.

In addition, concessional rates of 10 per cent also apply for revenue from high rollers table game
play in all casinos. A GST credit is provided to casinos that approximates a reduction in the above
tax rates of 9.09 per cent.
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Appendix C. Revenue and expense
assumptions and sensitivity analysis

The 2021-22 Queensland Budget, similar to all other jurisdictions, is based in part on
assumptions made about parameters, both internal and external to Queensland, which can
impact directly on economic and fiscal forecasts.

The sensitivity of revenue and expense forecasts to movements in underlying assumptions is
particularly relevant given the almost unprecedented uncertainty in global and national economic
conditions and key economic parameters in the context of the COVID-19 crisis.

The forward estimates in the 2021-22 Budget are framed on a no-policy-change basis. That is,
the expenditure and revenue policies in place at the time of the budget (including those
announced in the budget) are applied consistently throughout the forward estimates period.

Table C.1 shows the main components of taxation and royalty revenue, and the forecast
revenues for each component across the forward estimates.

Table C.1 Taxation and royalty revenue?

2019-20  2020-21 2021-22 2022-23 2023-24 2024-25

Actual Est. Act. Budget Projection Projection  Projection
$ million  $ million $ million $ million $ million $ million

Payroll tax 4,211 4,192 4,484 4,741 5,011 5,263
Transfer duty 3,041 3,693 4,598 4,100 3,796 4,040
Other duties 1,583 1,771 1,830 1,839 1,917 1,999
gf/‘i'gg"”g taxes and 1,258 1,565 1,553 1,606 1,672 1,730
Land tax 1,406 1,493 1,617 1,686 1,802 1,931
mg:g;ng'e 1,910 1,087 2,044 2,103 2,169 2,242
Other taxes 1,175 1,206 1,273 1,322 1,365 1,403
rT;VtZ‘LLaga“O” 14,585 15,907 17,399 17,397 17,731 18,608
Royalties
Coal 3,517 1,745 2,048 2,550 2,778 2,943
Petroleum? 466 298 632 551 618 625
Other royalties® 549 479 487 466 485 480
Land rents 154 146 174 177 179 182
;‘;]tg"r;‘:ﬁ'“es and 4,686 2,667 3,341 3,743 4,060 4,229
Notes:

1. Numbers may not add due to rounding.
2. Includes liquefied natural gas (LNG).
3. Includes base and precious metal and other mineral royalties.
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This appendix outlines the assumptions underlying the revenue and expense estimates, and
analyses the sensitivity of the estimates to changes in key economic and other assumptions. This
analysis is provided to enhance the level of transparency and accountability of the government.

The following discussion provides details of some of the key assumptions, estimates and risks
associated with revenue and expenditure forecasts. Where a direct link can be established, the
indicative impact on forecasts resulting from a movement in those variables is provided.

Taxation revenue assumptions and revenue risks

The rate of growth in tax revenues is dependent on a range of factors linked to the rate of growth
in economic activity in the state. Some taxes are closely related to activity in specific sectors of
the economy, whilst others are broadly related to the general rate of economic growth,
employment, inflation or wages.

A change in the level of economic activity, resulting from economic growth differing from forecast
growth, would impact upon a broad range of taxation receipts.

Wages and employment growth — payroll tax collections

Wages and employment growth have a direct impact on payroll tax collections. In 2021-22,
wages in Queensland are forecast to increase by 2% per cent, while employment is forecast to
rise 3 per cent in 2021-22.

The composition of the payroll tax base is also important as businesses in sectors such as
tourism, retail and hospitality are often outside the tax base because they are below a threshold.
A one percentage point variation in either Queensland wages growth or employment would
change payroll tax collections by approximately $45 million in 2021-22.

Transfer duty estimates

Transfer duty collections in 2021-22 are expected to increase by 24.5 per cent compared with
2020-21 estimated actuals, supported by continued strength in residential housing transactions
and further growth in dwelling prices.

Across the 3 years ending 2024-25, an annual average decline of around 4 per cent is expected
in total transfer duty, primarily reflecting a moderation in the level of activity in the residential
sector beyond 2021-22.

A one percentage point variation in either the average value of property transactions or the
volume of transactions would change transfer duty collections by approximately $46 million in
2021-22.
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Royalty assumptions and revenue risks

Table C.2 below provides the 2021-22 Budget assumptions regarding coal royalties, which
represent the bulk of Queensland’s royalty revenue.

Table C.2 Coal royalty assumptions

2020-21 2021-22 2022-23 2023-24 2024-25
Est. Act. Budget  Projection Projection Projection

Tonnages - crown export® coal (Mt) 186 186 206 218 228
Exchange rate US$ per A$? 0.75 0.76 0.75 0.75 0.75
Year average coal prices (US$ per tonne)®

Hard coking 116 130 140 143 145
Semi-soft 95 104 109 110 111
Thermal 71 76 74 74 74
Year average oil price

Brent (US$ per barrel)* 41 60 58 60 60
Notes:

1. Excludes coal produced for domestic consumption and coal where royalties are not paid to the government,
that is, private royalties. The 2021-22 estimate for domestic coal volume is approximately 23.4 million tonnes
(Mt) and private coal is 14.9 Mt.

2. Year-average.

3. Price for highest quality coking and thermal coal. Lower quality coal can be sold below this price with indicative
average prices for 2021-22 as follows: hard coking US$122/t and thermal US$71/t.

4. Published Brent oil prices are lagged by 4 months to better align with royalty revenue.

Exchange rate and commodity prices and volumes

Estimates of mining royalties are sensitive to movements in the A$-US$ exchange rate and
commodity prices and volumes.

Contracts for the supply of commodities are generally written in US dollars. Accordingly, a change
in the exchange rate impacts on the Australian dollar price of commodities and, therefore,
expected royalty collections.

Potential impact on coal royalty revenue!

For each one cent movement in the A$-US$ exchange rate in 2021-22, the impact on royalty
revenue would be approximately $44 million.

A one per cent variation in export coking and thermal coal volumes would lead to a change in
royalty revenue of approximately $21 million. A one million tonne (Mt) variation would lead to a
change in royalty revenue of approximately $10 million.

A one per cent variation in the average price of export coal would lead to a change in royalty
revenue of approximately $33 million.

! Sensitivities represent the estimated change to royalty revenue accruing over the 2021-22 return period.

253




Budget Strategy and Outlook 2021-22

Parameters influencing Australian Government GST payments to
Queensland

The 2021-22 Budget incorporates estimates of GST revenue grants to Queensland based on
Australian Government estimates of national GST collections and Queensland Treasury
assumptions of Queensland’s share. The estimates of collections are primarily determined by the
value of national consumption subject to GST.

Since the Australian Government payments are based on the amount actually collected, it is the
Queensland Budget that bears the risks of fluctuations in GST collections. As with all other tax
estimates, there is a risk of lower collections than estimated if national economic growth and
consumption are weaker than expected.

Due to the complexities associated with the GST base, the information provided in the Australian
Government Budget Papers is insufficient to prepare indicative estimates of the sensitivity of GST
forecasts to key variables.

Sensitivity of expenditure estimates and expenditure risks

Public sector wage costs

Salaries and wages form a large proportion of General Government Sector operating expenses.
Increases in salaries and wages are negotiated through enterprise bargaining agreements.

The 2021-22 Budget and forward estimates reflect growth in full-time equivalent and wage
increases consistent with existing agreements and expectations of future bargaining agreements
where outcomes are yet to be finalised.

Interest rates

The General Government Sector has a total debt servicing cost forecast at $1.667 billion in
2021-22. The current average duration of General Government Sector borrowing with the
Queensland Treasury Corporation (QTC) is 6.7 years. The majority of General Government
Sector debt is held under fixed interest rates and, therefore, the impact of interest rate variations
on debt servicing costs in 2021-22 would be relatively modest, with the impact occurring
progressively across the forward estimates.

Actuarial estimates of superannuation and long service leave

Liabilities for superannuation and long service leave are estimated by the State Actuary with
reference to, among other things, assumed rates of investment returns, salary growth, inflation
and the discount rate. These liabilities are therefore subject to changes in these parameters.
Similarly, the long service leave liabilities are subject to the risk that the actual rates of employee
retention will vary from those assumed in the liability calculation.
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