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%XGJHW 3DSHU 1R� �

%XGJHW 6WUDWHJ\ DQG 2XWORRN �������

%XGJHW 3DSHU 1R� � LV FRPSULVHG RI �� 6WDWHPHQWV�

6WDWHPHQW �

�� 2YHUYLHZ RI EXGJHW DQG HFRQRPLF IRUHFDVWV�

�� 'LVFXVVLRQ RI WKH *RYHUQPHQW¶V PHGLXP�WHUP

ILVFDO VWUDWHJ\�

�� 7KH *RYHUQPHQW¶V NH\ %XGJHW SULRULWLHV�

6WDWHPHQW �

�� &KDQJHV WR WKH EXGJHW HVWLPDWHV VLQFH WKH

������� 0LG�<HDU (FRQRPLF DQG )LVFDO

2XWORRN �0<()2��

�� 6XPPDU\ RI UHYHQXH� H[SHQVHV� QHW GHEW DQG

QHW ZRUWK HVWLPDWHV�

�� $QDO\VLV RI WKH VHQVLWLYLW\ RI WKH EXGJHW

HVWLPDWHV WR FKDQJHV LQ NH\ HFRQRPLF

SDUDPHWHUV�

6WDWHPHQW �

�� (FRQRPLF GHYHORSPHQWV VLQFH 0<()2�

�� 7KH RXWORRN IRU WKH GRPHVWLF DQG LQWHUQDWLRQDO

HFRQRPLHV�

�� 5HYLVHG HFRQRPLF SDUDPHWHU IRUHFDVWV�

6WDWHPHQW �

�� 7KH UROH RI SURGXFWLYLW\ JURZWK DQG QHZ

WHFKQRORJ\ LQ HFRQRPLF JURZWK�

�� 7KH 8QLWHG 6WDWHV H[SHULHQFH�

�� 7KH $XVWUDOLDQ SURGXFWLYLW\ DFFHOHUDWLRQ�

�� 7KH RXWORRN IRU SURGXFWLYLW\ JURZWK DQG WKH

UROH RI JRYHUQPHQW�

6WDWHPHQW �

�� 'HYHORSPHQWV LQ WD[DWLRQ DQG QRQ�WD[DWLRQ

UHYHQXH VLQFH 0<()2�

�� )RUZDUG HVWLPDWHV RI UHYHQXH�

�� 6XPPDU\ RI UHYHQXH SROLF\ PHDVXUHV�

�� 5HYHQXH VWDWLVWLFV�

6WDWHPHQW �

�� 'HYHORSPHQWV LQ H[SHQVHV DQG QHW FDSLWDO

LQYHVWPHQW VLQFH 0<()2�

�� )RUZDUG HVWLPDWHV RI H[SHQVHV DQG QHW FDSLWDO

LQYHVWPHQW� SUHVHQWHG E\ JRYHUQPHQW IXQFWLRQ�

�� 6XPPDU\ RI H[SHQVHV DQG QHW FDSLWDO

LQYHVWPHQW SROLF\ GHFLVLRQV VLQFH 0<()2�

�� ([SHQVHV VWDWLVWLFV�

6WDWHPHQW �

�� 'HWDLOV RI WKH &RPPRQZHDOWK¶V EXGJHW IXQGLQJ

UHTXLUHPHQW�

�� %XGJHW IXQGLQJ SURJUDPPH�

6WDWHPHQW �

�� 7UHQGV LQ WKH ILQDQFHV RI WKH &RPPRQZHDOWK�

6WDWH DQG /RFDO OHYHOV RI JRYHUQPHQW�

�� 6L]H DQG VWUXFWXUH RI WKH $XVWUDOLDQ SXEOLF

VHFWRU�

6WDWHPHQW �

�� *RYHUQPHQW )LQDQFH 6WDWLVWLFV ILQDQFLDO

VWDWHPHQWV IRU WKH &RPPRQZHDOWK JRYHUQPHQW

VHFWRUV�

6WDWHPHQW ��

�� $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG ILQDQFLDO

VWDWHPHQWV IRU WKH &RPPRQZHDOWK JHQHUDO

JRYHUQPHQW VHFWRU�

�� 1RWHV WR WKH $FFRXQWLQJ 6WDQGDUG ILQDQFLDO

VWDWHPHQWV�

�� 6WDWHPHQW RI ILQDQFLDO ULVNV�

�� $GGLWLRQDO &RPPRQZHDOWK *RYHUQPHQW DJHQF\

VWDWLVWLFV�

6WDWHPHQW ��

�� 'LVFXVVLRQ RI H[WHUQDO EXGJHW UHSRUWLQJ

VWDQGDUGV�

�� +LVWRULFDO GDWD IRU WKH &RPPRQZHDOWK¶V NH\

ILVFDO DJJUHJDWHV�

�� 'LVFXVVLRQ RI EXGJHW FRQFHSWV�
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%XGJHW 3DSHU 1R� �

%XGJHW 0HDVXUHV

'HWDLOHG LQIRUPDWLRQ RQ WKH *RYHUQPHQW¶V EXGJHW

SROLF\ LQLWLDWLYHV

%XGJHW 3DSHU 1R� �

)HGHUDO )LQDQFLDO 5HODWLRQV

'HWDLOHG LQIRUPDWLRQ RQ WKH &RPPRQZHDOWK¶V

ILQDQFLDO UHODWLRQV ZLWK WKH 6WDWH� 7HUULWRU\ DQG

/RFDO *RYHUQPHQWV

%XGJHW 3DSHU 1R� �

$JHQF\ 5HVRXUFLQJ

,QIRUPDWLRQ RQ WKH UHVRXUFH UHTXLUHPHQWV DQG

UHVRXUFH ELGV RI &RPPRQZHDOWK JRYHUQPHQW

DJHQFLHV� LQFOXGLQJ WKH $SSURSULDWLRQ %LOOV�

%XGJHW 6SHHFK

$ WUDQVFULSW RI WKH 7UHDVXUHU¶V EXGJHW VSHHFK DV

GHOLYHUHG RQ �� 0D\�

%XGJHW 2YHUYLHZ

$Q RYHUYLHZ RI WKH ������� %XGJHW� SURYLGLQJ

VXPPDU\ LQIRUPDWLRQ RQ WKH *RYHUQPHQW¶V�

�� FXUUHQW DQG IRUHFDVW EXGJHW SRVLWLRQ�

�� HFRQRPLF IRUHFDVWV� DQG

�� EXGJHW SULRULWLHV DQG VWUDWHJ\�

%XGJHW 5HODWHG 3DSHUV

3RUWIROLR %XGJHW 6WDWHPHQWV

'HWDLOHG LQIRUPDWLRQ RQ WKH H[SHFWHG ILQDQFLDO

SRVLWLRQ RI HDFK &RPPRQZHDOWK JRYHUQPHQW

DJHQF\�

,QWHUQHW

7KH &RPPRQZHDOWK EXGJHW SDSHUV DQG EXGJHW UHODWHG LQIRUPDWLRQ DUH DYDLODEOH RQ WKH FHQWUDO %XGJHW

ZHEVLWH DW� ZZZ�EXGJHW�JRY�DX
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*XLGH WR WKH ������� %XGJHW 3DSHUV���������������������������������������������������������������������� LLL

6WDWHPHQW �� )LVFDO 6WUDWHJ\ DQG %XGJHW 3ULRULWLHV

3DUW ,� 2YHUYLHZ�����������������������������������������������������������������������������������������������������������������

3DUW ,,� )LVFDO VWUDWHJ\ ��������������������������������������������������������������������������������������������������������

3DUW ,,,� %XGJHW SULRULWLHV ���������������������������������������������������������������������������������������������������

6WDWHPHQW �� )LVFDO 2XWORRN

)LVFDO DJJUHJDWHV ����������������������������������������������������������������������������������������������������������������

9DULDWLRQV WR WKH ILVFDO EDODQFH HVWLPDWHV ������������������������������������������������������������������������������

1HW GHEW DQG QHW ZRUWK ������������������������������������������������������������������������������������������������������

&DVK IORZV�������������������������������������������������������������������������������������������������������������������������

$SSHQGL[ $� ([WHUQDO UHSRUWLQJ VWDQGDUGV����������������������������������������������������������������������������

$SSHQGL[ %� 6HQVLWLYLW\ RI ILVFDO DJJUHJDWHV WR HFRQRPLF GHYHORSPHQWV����������������������������������

6WDWHPHQW �� (FRQRPLF 2XWORRN

3DUW ,� 2YHUYLHZ�����������������������������������������������������������������������������������������������������������������

3DUW ,,� 7KH RXWORRN IRU WKH LQWHUQDWLRQDO HFRQRP\ ����������������������������������������������������������������

3DUW ,,,� 7KH RXWORRN IRU WKH GRPHVWLF HFRQRP\ �������������������������������������������������������������������

3DUW ,9� 8QFHUWDLQWLHV ��������������������������������������������������������������������������������������������������������

6WDWHPHQW �� $ 0RUH 3URGXFWLYH $XVWUDOLD ² 3ROLF\ DQG 7HFKQRORJ\

3DUW ,� ,QWURGXFWLRQ ������������������������������������������������������������������������������������������������������������

3DUW ,,� 7KH 8QLWHG 6WDWHV H[SHULHQFH�����������������������������������������������������������������������������������

3DUW ,,,� 7KH $XVWUDOLDQ SURGXFWLYLW\ DFFHOHUDWLRQ������������������������������������������������������������������

3DUW ,9� /RRNLQJ WR WKH IXWXUH���������������������������������������������������������������������������������������������

3DUW 9� &RQFOXVLRQ�������������������������������������������������������������������������������������������������������������

6WDWHPHQW �� 5HYHQXH

3DUW ,� 2YHUYLHZ�����������������������������������������������������������������������������������������������������������������

3DUW ,,� (VWLPDWHV RI UHYHQXH ����������������������������������������������������������������������������������������������

$SSHQGL[ $� &KDQJHV LQ UHYHQXH HVWLPDWHV VLQFH 0<()2 ������������������������������������������������������

$SSHQGL[ %� )RUZDUG HVWLPDWHV RI UHYHQXH��������������������������������������������������������������������������

$SSHQGL[ &� 5HYHQXH PHDVXUHV������������������������������������������������������������������������������������������

$SSHQGL[ '� 7D[ H[SHQGLWXUHV��������������������������������������������������������������������������������������������

$SSHQGL[ (� &DVK UHYHQXH VWDWLVWLFV DQG KLVWRU\ �������������������������������������������������������������������
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6WDWHPHQW �� ([SHQVHV DQG 1HW &DSLWDO ,QYHVWPHQW

,QWURGXFWLRQ �����������������������������������������������������������������������������������������������������������������������

3DUW ,� *HQHUDO JRYHUQPHQW H[SHQVHV ����������������������������������������������������������������������������������

3DUW ,,� *HQHUDO JRYHUQPHQW QHW FDSLWDO LQYHVWPHQW��������������������������������������������������������������

$SSHQGL[ $� ([SHQVHV 0HDVXUHV�����������������������������������������������������������������������������������������

$SSHQGL[ %� 1HW &DSLWDO ,QYHVWPHQW 0HDVXUHV ���������������������������������������������������������������������

$SSHQGL[ &� ([SHQVHV 6WDWLVWLFV������������������������������������������������������������������������������������������

6WDWHPHQW �� %XGJHW )XQGLQJ

1HW )XQGLQJ 5HTXLUHPHQW ����������������������������������������������������������������������������������������������������

'HEW ,VVXDQFH 3URJUDPPH ���������������������������������������������������������������������������������������������������

6WDWHPHQW �� 7UHQGV LQ 3XEOLF 6HFWRU )LQDQFHV

,QWURGXFWLRQ �����������������������������������������������������������������������������������������������������������������������

)LVFDO EDODQFH ���������������������������������������������������������������������������������������������������������������������

&DVK VXUSOXV �����������������������������������������������������������������������������������������������������������������������

1HW GHEW DQG QHW ZRUWK ������������������������������������������������������������������������������������������������������

$SSHQGL[ $� 6L]H DQG VWUXFWXUH RI WKH SXEOLF VHFWRU ��������������������������������������������������������������

$SSHQGL[ %� 1RQ�ILQDQFLDO SXEOLF VHFWRU ² VXSSOHPHQWDU\ FDVK WDEOHV�������������������������������������

6WDWHPHQW �� *RYHUQPHQW )LQDQFH 6WDWLVWLFV 6WDWHPHQWV

*RYHUQPHQW )LQDQFH 6WDWLVWLFV 6WDWHPHQWV�����������������������������������������������������������������������������

6WDWHPHQW ��� $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG 1R� �� %XGJHW

)LQDQFLDO 6WDWHPHQWV

%XGJHW )LQDQFLDO 6WDWHPHQWV �����������������������������������������������������������������������������������������������

6WDWLVWLFV� FRQFHSWV DQG QRWHV WR WKH $$6�� )LQDQFLDO 6WDWHPHQWV ������������������������������������������

$SSHQGL[ $� $GGLWLRQDO DJHQF\ VWDWLVWLFV ������������������������������������������������������������������������ �����

$SSHQGL[ %� 6WDWHPHQW RI 5LVNV������������������������������������������������������������������������������������ �����

6WDWHPHQW ��� %XGJHW &RQFHSWV DQG +LVWRULFDO 'DWD

3DUW ,� %XGJHW FRQFHSWV �����������������������������������������������������������������������������������������������������

3DUW ,,� +LVWRULFDO JHQHUDO JRYHUQPHQW GDWD ������������������������������������������������������������������� �����
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(a) The following definitions are used in this Budget Paper:

− ‘real’ means adjusted for the effect of inflation;

− real growth in expenses is measured by the non-farm Gross
Domestic Product deflator;

− Budget year refers to 2001-02, while the forward years refer to
2002-03, 2003-04 and 2004-05; and

− one billion is equal to one thousand million.

(b) Figures in tables and generally in the text have been rounded. Discrepancies in
tables between totals and sums of components are due to rounding:

− estimates under $100,000 are rounded to the nearest thousand;

− estimates $100,000 and over are generally rounded to the nearest
tenth of a million;

− estimates midway between rounding points are rounded up; and

− the percentage changes in statistical tables are calculated using
unrounded data.

(c) For the budget balance, a negative sign indicates a deficit while no sign indicates
a surplus.

(d) The following notations are used:

NEC/nec not elsewhere classified

AEST Australian Eastern Standard Time

- nil

.. not zero, but rounded to zero

na not applicable (unless otherwise specified)

nfp not for publication

$m $ million
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(e) References to the ‘States’ or ‘each State’ include the Territories, because from
1993-94 onwards, general purpose funding has been on the same basis for all
jurisdictions. The Australian Capital Territory and the Northern Territory are
referred to as ‘the Territories’. The following abbreviations are used for the
names of the States, where appropriate:

NSW New South Wales

VIC/Vic Victoria

QLD/Qld Queensland

WA Western Australia

SA South Australia

TAS/Tas Tasmania

ACT Australian Capital Territory

NT Northern Territory

Budget Strategy and Outlook 2001-02 is one of a series of Budget Papers, the purpose of
which is to provide information supplementary to that in the Budget Speech. A guide
to the series is printed on pages iii and iv of this Paper.
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3DUW ,� 2YHUYLHZ ����������������������������������������������������������������������������������������������������������

)LVFDO RXWORRN����������������������������������������������������������������������������������������������������������������������

(FRQRPLF RXWORRN����������������������������������������������������������������������������������������������������������������

3DUW ,,� )LVFDO VWUDWHJ\ �����������������������������������������������������������������������������������������������

%HQHILWV RI WKH PHGLXP�WHUP ILVFDO VWUDWHJ\���������������������������������������������������������������������������

)LVFDO SROLF\ UHVSRQVH WR HFRQRPLF VKRFNV DQG WKH PHGLXP�WHUP ILVFDO VWUDWHJ\������������������������

)LVFDO SROLF\ EH\RQG ������������������������������������������������������������������������������������������������������

3DUW ,,,� %XGJHW SULRULWLHV ����������������������������������������������������������������������������������������

%XLOGLQJ D PRUH HIIHFWLYH ZHOIDUH V\VWHP������������������������������������������������������������������������������

0RUH DVVLVWDQFH ������������������������������������������������������������������������������������������������������������
$ ZHOIDUH V\VWHP WKDW UHZDUGV ZRUN �������������������������������������������������������������������������������

0RUH LQ UHWXUQ ��������������������������������������������������������������������������������������������������������������
7DUJHWLQJ LQFRPH VXSSRUW DUUDQJHPHQWV �������������������������������������������������������������������������

<RXWK WUDQVLWLRQ WR LQGHSHQGHQFH �����������������������������������������������������������������������������������

$FNQRZOHGJLQJ ROGHU $XVWUDOLDQV������������������������������������������������������������������������������������������

9HWHUDQV ����������������������������������������������������������������������������������������������������������������������

(QKDQFLQJ $XVWUDOLD¶V KHDOWK V\VWHP�������������������������������������������������������������������������������������
6WUHQJWKHQLQJ 0HGLFDUH �������������������������������������������������������������������������������������������������

5HVSRQGLQJ WR FRPPXQLW\ KHDOWK QHHGV ��������������������������������������������������������������������������

$GGUHVVLQJ LQGLJHQRXV GLVDGYDQWDJH������������������������������������������������������������������������������������

-XVWLFH ������������������������������������������������������������������������������������������������������������������������������

6DIHJXDUGLQJ $XVWUDOLD¶V QDWXUDO UHVRXUFHV����������������������������������������������������������������������������

$VVLVWLQJ UXUDO DQG UHJLRQDO $XVWUDOLDQV ��������������������������������������������������������������������������������

,PSURYLQJ WHOHFRPPXQLFDWLRQV VHUYLFHV��������������������������������������������������������������������������������

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ �������������������������������������������������������������������������������

,PSURYLQJ $XVWUDOLD
V WUDQVSRUW V\VWHP���������������������������������������������������������������������������������

,QQRYDWLRQ DQG HGXFDWLRQ ���������������������������������������������������������������������������������������������������
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The 2001-02 Budget provides for a fifth consecutive underlying cash surplus
establishing the longest run of budget surpluses for almost thirty years. The Budget
also delivers additional funding for national priority initiatives, including measures to
assist older Australians and to build a more effective welfare system. The significant
tax reductions provided in the Budget will help promote an early return to strong
growth in the year ahead following a temporary slowdown in 2000-01.
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The budget projections, presented in Table 1, have been revised down from the
corresponding estimates published in the 2000-01 Mid-Year Economic and Fiscal
Outlook (MYEFO). This primarily reflects new policy measures and the impact of a
slowdown in economic growth in the second half of 2000. Nevertheless, an underlying
cash surplus of $1.5 billion is expected in 2001-02, and cash surpluses are projected for
each of the forward years (Chart 1).
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In accrual terms, the fiscal balance is expected to move into a small deficit over the next
two years, before returning to surplus. The divergence between the cash and accrual
budget measures is principally due to the impact of transitional arrangements
implemented for the introduction of the new Pay As You Go system of company tax
collections in 2000-01. In accrual terms, the revenue is shown against 2000-01 even
though it is not actually paid until subsequent years; in 2001-02 and following. As a
result the outcome for 2000-01 is abnormally high as compared to the actual cash
outcome and the fiscal outcome lower in subsequent years as a consequence.

The Government’s fiscal policy continues to be guided by the primary objective of
maintaining budget balance, on average, over the course of the economic cycle. This
objective allows fiscal policy to respond to variations in economic growth, while
ensuring that sound government finances are maintained over time.
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The fiscal outlook reflects the Government’s decision to support economic growth
through an appropriate level of further tax reductions and targeted spending on
priority areas. This builds on the fiscal stimulus from the personal income tax cuts
delivered on 1 July 2000 under The New Tax System. Tax cuts provided in this Budget
include the forthcoming further reduction in the company tax rate to 30 per cent and
the abolition of State and Territory Financial Institutions Duty (FID) on 1 July 2001. In
addition, State stamp duties on marketable securities will be abolished and full input
tax credits for motor vehicles will be brought forward from 1 July 2002, allowing GST
registered businesses to claim full input tax credits for motor vehicles acquired on or
after 23 May 2001.
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The significant fiscal consolidation achieved in recent years has provided the scope for
fiscal policy to be supportive of growth in 2001-02. The underlying strength of the
fiscal position is demonstrated by the reduction in the Commonwealth’s net debt. In
June 1996, Commonwealth general government net debt stood at $96 billion, after an
increase of around $80 billion over the previous five years. From June 1996 to
June 2002 $58 billion of Commonwealth general government net debt will be repaid.
This will lead to an annual interest saving of $4 billion compared with 1996-97. The net
debt to GDP ratio will fall from its peak in 1995-96 of 18.9 per cent to 5.4 per cent by
June 2002.
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Slower than expected growth in the second half of 2000 and a weaker outlook for the
world economy in 2001, have led to downward revisions to the MYEFO growth
forecasts for 2000-01 and 2001-02.
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The slower growth in the second half of 2000 was concentrated in the residential
construction sector. In part, this reflected an unwinding of the bring-forward of
residential construction into the first half of 2000, ahead of the introduction of The New
Tax System. The downturn in this sector had flow-on effects to other parts of the
economy through its impact on employment, consumer spending and business
sentiment.

Conversely, net exports have been contributing strongly to growth in 2000-01, buoyed
by the lower exchange rate and the Olympics, despite a deteriorating international
outlook and adverse seasonal conditions in the farm sector. Overall economic growth
is now expected to be around 2 per cent in year-average terms, and around 1 per cent
in through-the-year terms in 2000-01. Growth is expected to rebound in 2001-02 to
around 3 ¼ per cent in year-average terms and around 4 per cent in through-the-year
terms.

7DEOH �� 0DMRU HFRQRPLF SDUDPHWHUV �SHUFHQWDJH FKDQJH IURP

SUHYLRXV \HDU�
)RUHFDVWV

������� ������� ������� ������� �������

5HDO *'3 � � ��� � ��� � ��� � ���

(PSOR\PHQW�D� � � � � �

:DJHV�E� � ��� � ��� � ��� � ��� � ���

&3,�F� � � � ��� � ��� � ���

3URMHFWLRQV

�D� /DERXU IRUFH VXUYH\ EDVLV�

�E� $YHUDJH HDUQLQJV �QDWLRQDO DFFRXQWV EDVLV��

�F� 7KH &RQVXPHU 3ULFH ,QGH[ �&3,� SURMHFWLRQV DUH VHW DV WKH PLG�SRLQW RI WKH PHGLXP�WHUP LQIODWLRQ

WDUJHW DQG DV VXFK PDNH QR DOORZDQFH IRU DQ\ IXUWKHU LPSDFW RI 7KH 1HZ 7D[ 6\VWHP�

Following the sharp downturn in the second half of 2000, residential construction is
expected to contribute strongly to growth in 2001-02, adding to moderate growth in
household consumption, business investment and net exports. While employment
growth is expected to strengthen in the second half of the year, average unemployment
rates are forecast to be slightly higher than recent levels, at around 7 per cent. In
addition, it is expected that inflation will decline as the one-off effect of tax changes
washes out of the index and the current account deficit as a per cent of GDP will fall
well below its average level of the last decade.

Australia’s growth performance over the second half of the 1990s has been
exceptionally strong, underpinned by a sustained productivity surge. This strongly
improved productivity performance is the result of substantial macroeconomic and
structural reforms.

Sustainable fiscal and monetary policies set transparently in a medium-term
framework, more flexible labour markets, more intense competition and, in particular,
important reforms to government business enterprises have created a good investment
climate and strong competitive incentives to seek higher productivity.

Looking ahead, there is clear potential for a second wave of productivity growth in
Australia as advances in information and communication technology are harnessed —
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a process supported by highly competitive markets and a favourable investment
climate.

More information on the fiscal strategy is provided in Part II of this statement, and on
budget priorities in Part III. Information on the fiscal outlook is provided in
Statement 2, Statement 3 discusses the economic outlook and Statement 4 the role of
new technology in productivity growth.
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This year marks the centenary of Australian federation and of the presentation of
Commonwealth Budgets. The Commonwealth Budget has grown from being
largely a bookkeeping exercise to a major annual statement with a significant
influence on the direction of national policy. The following extract from the first
Budget speech illustrates the fiscal philosophy of the time:

‘(we are) animated by but one desire — to do that which is best for Australia,
and fair, just, and equitable to all the States, and to all classes and sections of
our community. Another grave responsibility which rests upon us at this
particular time is to take the utmost care that there shall be no extravagant
expenditure. While we should spend all that is reasonably necessary for the
purpose of defending and developing our country we must see … that there
is no extravagance, because the money we spend is money which comes from
the States, and if we do anything which may put them into a difficult position
they will feel inclined to curse rather than to bless federation.’

6LU *HRUJH 7XUQHU� .&0*� 7UHDVXUHU� $XVWUDOLD� +RXVH RI 5HSUHVHQWDWLYHV �������� 'HEDWHV�
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The increasing importance of Commonwealth Budgets over the succeeding
100 years arose largely from the demands of World War II and changes in
community expectations of the role of government. In response to the latter, the
range of issues that the budget addresses has expanded over time, now including
most areas of economic and social activity.

The need for care remains a priority for the Government and is put into practice
through the objective of budget balance over the medium term.
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The 2001-02 Budget has been framed against the Government’s medium-term fiscal
strategy. The primary objective of the strategy is to achieve budget balance on average
over the course of the economic cycle. The supplementary objectives of the fiscal
strategy are:

•  maintaining surpluses over the forward estimates period while economic growth
prospects remain sound;

•  no increase in the overall tax burden from its 1996-97 level; and

•  improving the Commonwealth net worth1 position over the medium to longer term.

The 2001-02 Budget continues to meet these objectives.

�(1(),76 2) 7+( 0(',80�7(50 ),6&$/ 675$7(*<

The Government’s medium-term fiscal strategy provides a number of benefits to the
Australian economy. These benefits were discussed in detail in Budget Statement 1 of
the 2000-01 Budget. The benefits include:

•  ensuring public finances are sustainable by requiring government spending to be
covered by government revenue over the medium-term;

•  improving the Government’s net worth position (assuming positive net investment)
and reducing the burden of net interest payments relative to the tax base over time;

•  helping to maintain intergenerational equity by ensuring that current taxpayers
meet the cost of current spending and do not pass on an inequitable burden to
future generations;

•  promoting strong and sustainable growth in the Australian economy by removing
the Government’s call on private savings (and the current account deficit) over the
medium-term and creating the conditions for low interest rates; and

•  allowing fiscal policy to react to short-term fluctuations in the economy to support
economic growth.

Adherence to the medium-term fiscal objective of budget balance on average over the
course of the economic cycle also ensures that, abstracting from asset sales, nominal
net debt will remain constant over time (as GDP increases over time, the ratio of net
debt to GDP would fall). Net debt as a per cent of GDP has fallen considerably

1 Net worth is defined as general government assets less liabilities and discussed in more
detail in Budget Statement 2 and Budget Statement 8.
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since 1996, from its peak of around 19 per cent in 1995-96 to under 6 per cent projected
for 2001-02.

Australia’s total general government net debt level is much lower than in most other
industrial countries (Chart 2). It is among the lowest in the OECD and compares well
to the OECD average of around 40 per cent of GDP.
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6RXUFH� OECD Economic Outlook 68, Reserve Bank of New Zealand, Monetary Policy Statement
March 2001, ABS Public Sector Financial Assets and Liabilities, 1998 (Cat. No. 5513.0), ABS 1999-2000
Government Financial Estimates (Cat. No. 5501.0), ABS 2000-01 Government Financial Estimates
(Cat. No. 5501.0), State and Territory 1999-2000 budget outcomes, 2000-01 mid-year reports, 2001-02
Budgets where available and Treasury estimates.
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Within its inflation targeting framework, monetary policy can be adjusted much more
quickly to respond to short-term variation in economic activity than can fiscal policy.

That said, a key strength of the medium-term fiscal strategy is that it allows fiscal
policy to respond to short-term fluctuations in economic activity while providing an
anchor to ensure that fiscal discipline is maintained over time. In the present situation
of a temporary slowdown in economic growth, an easing in the fiscal position is
appropriate as it helps to support demand growth in the economy.
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The Government has provided a moderate stimulus in the 2001-02 Budget through
targeted tax reductions, discretionary spending and by allowing the Budget to respond
to the temporary slowdown in economic growth (through the operation of the
‘automatic stabilisers’ which reduce tax revenues and increase expenditure). This is an
appropriate policy response to recent economic developments. It is consistent with the
medium-term fiscal strategy.

The easing in the fiscal position in 2001-02 builds on the stimulus already provided in
the 2000-01 Budget. Discretionary policy action in the form of significant personal
income tax cuts associated with The New Tax System, the further reduction in the
company tax rate, the abolition of the Financial Institutions Duty (FID) levied by the
States and Territories and the bring forward of full input tax credits for motor vehicles
acquired by GST registered businesses will support economic growth.

However, as noted in the Fiscal Strategy statement of the 2000-01 Budget, the scope to
use fiscal policy to ‘fine-tune’ demand should not be overstated. The impact of
significant changes in fiscal policy are likely to lag underlying changes in economic
activity, and be offset, to some extent, by changes in private saving, the ‘crowding out’
effects of increased competition for funds, and changes in the exchange rate.

The significant fiscal consolidation of recent years has achieved an average budget
surplus of around ½ per cent of GDP. This has provided sufficient scope for fiscal
policy to be accommodative of slower economic growth without threatening the
sustainability of public finances. Furthermore, consistent with the temporary nature of
the current economic slowdown, the fiscal easing is moderate and, as indicated in
projections for the forward years (2003-04), is expected to reverse in later years.

The sustainability of the current fiscal position is also demonstrated by the expected
continued improvement in the Government’s net worth and reduction in the ratio of
net debt to GDP over the budget and forward estimates period.

Commonwealth general government net debt as a proportion of GDP is expected to
further decline from 6.4 per cent of GDP in 2000-01 to 5.4 per cent of GDP
in 2001-02 (Budget Statement 2, Chart 3). On current policy settings, debt could be
eliminated in 2004-05.

Policy measures introduced in this and previous budgets, including reforms to the
welfare and taxation systems, deliver longer-term structural benefits to the economy.
Furthermore, the Government’s medium-term fiscal strategy also contributes to a
stable economic environment conducive to longer-term productive investment.
Together, these benefits will help to sustain stronger economic growth over the
medium-term and improve the economy’s flexibility to adjust to economic shocks. This
will yield significant dividends to the budget over time and assist with the future
achievement of fiscal objectives.
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The underlying cash balance will remain in surplus over the entire forward estimates
period.

A small fiscal deficit is currently projected for 2002-03 before the fiscal position returns
to surplus over the remainder of the forward estimates period, in line with projected
economic growth.

The small deficit in 2002-03 occurs as a result of accounting treatment which treats tax
accruing but unpaid as revenue in 2000-01 and consequently treats it as not accruing in
the later years when it is actually paid.

As always, the size of the projected surpluses in the forward years need to be treated
with some caution, given uncertainties associated with economic projections and the
‘no policy change’ assumptions on which they are based.

The Government will continue to assess economic developments as they occur and
will set fiscal policy each year according to the economic circumstances at that time
and the requirements of sound economic and fiscal management established by the
medium-term fiscal strategy.
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This Budget aims to promote a stronger and fairer Australia, including by addressing
the needs of those living in rural and regional areas. New initiatives are being
introduced to meet national priorities and funding is provided for identified areas of
need.

New spending is being announced for the welfare system, older Australians and
veterans, health, indigenous Australians, families, the environment, quarantine and
rural telecommunications.

The Government is introducing a number of measures to build a more effective
welfare system. The Government is also assisting older Australians through a range of
measures for people of age pension age. These measures include increasing the
effective tax-free threshold, providing a one-off $300 payment for income support
recipients and extending the telephone allowance of $17.20 per quarter to senior
Australians who qualify for a Commonwealth Seniors Health Care Card. Priority has
been given to improving health services by enhancing Medicare and targeting key
areas of community health concern. This Budget also addresses the needs of
indigenous Australians, providing funding for native title, housing, health and
employment.

Significant additional funding has been provided for the environment, with the
Government committing $1.0 billion over five years to extend the Natural Heritage
Trust.

The Government is responding to new risks faced in regional and rural areas by
providing funding to strengthen Australia’s quarantine operations against the entry of
foot and mouth disease and by providing assistance for flood mitigation. The
Government is also providing funding for additional practice nurses in rural areas and
extra regional university places. This Budget improves telecommunications services
available to regional and remote consumers. Further investment in roads and aviation
safety will promote an efficient and safe transport network.

This new funding builds on the additional funding committed since the Mid-Year
Economic and Fiscal Outlook (MYEFO) to defence, innovation, roads, sports and the
First Home Owners Scheme. In March and April this year, the Government reduced
excise on petroleum fuels and draught beer.

In December 2000, the Government announced in the Defence White Paper, Defence
2000: Our Future Defence Force, a clear strategy for the defence forces and their funding.
This Budget delivers on the funding commitment and associated enhancements to
Australia’s defence capabilities contained in the Defence White Paper.

The Government is encouraging innovation with Backing Australia’s Ability — An
Innovation Action Plan for the Future, announced in January 2001. This includes
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significant funding aimed at promoting the generation and commercial application of
ideas and the development and retention of Australian skills.

The additional funding allocated to these important areas has been made possible by
the Government’s ongoing sound economic management, and through ensuring that
Australia has a fair and efficient taxation system to fund essential services for
Australian communities.

The efficiency and fairness of the taxation system is enhanced by tax cuts and changes
to create a more competitive tax system. From 1 July 2001, Australians will benefit
from a further reduction in the company tax rate from 34 per cent to 30 per cent.
Revenue from the goods and services tax and the Commonwealth Budget Balancing
Assistance to the States will fund the abolition of the $1.2 billion Financial Institutions
Duty (FID).

�8,/',1* $ 025( ())(&7,9( :(/)$5( 6<67(0

In order to build a more active, participation based social safety net, this Budget
provides a substantial investment of $1.7 billion over four years to substantially
improve our welfare system.

The Australians Working Together package will build on our uniquely Australian social
safety net to provide more choices and opportunities to people on income support to
help them get a job wherever this is possible.

This up-front investment is designed to strike the right balance between incentives,
obligations and assistance. It aims to:

•  help more people achieve independence;

•  see more families with jobs;  and

•  promote stronger, more robust communities.

0RUH DVVLVWDQFH

More services will be provided to assist people to become job ready and find jobs. The
package provides for:

•  job search training to be made available to all unemployed people. An additional
30,000 places will be provided over four years;

•  a new transition to work programme, at a cost of $44 million, including redirected
funding, to provide additional help to people returning to paid employment who
have been absent from the workforce for a long period;
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•  an expansion of the assessment component of Intensive Assistance which will result
in a better identification of job seekers' needs, for up to 300,000 places;

•  a significant expansion of assistance available to people with disabilities for
additional education and employment opportunities;

•  more practical support for indigenous Australians through community capacity
building, increased education and training assistance and remote service delivery;
and

•  new Indigenous Employment Centres to offer work experience, job search support
and access to training.

As a complementary measure to help parents take on work obligations, the
Government will provide an additional 5,300 outside school hour child care places
from 1 July 2001. The funding will provide establishment grants to new outside school
hours care services and Child Care Benefits to eligible parents.

$ ZHOIDUH V\VWHP WKDW UHZDUGV ZRUN

The Government will improve financial incentives so that people will be better
rewarded when they undertake available work, even if the work is intermittent or
irregular. The package, Australians Working Together — Helping people to move forward,
includes:

•  the introduction of a Working Credit at a cost of $500 million over four years. The
Working Credit will allow people to accumulate, over time, a portion of the income
test free area up to a total value of $1,000. The accumulated balance can then be
offset against earnings when taking up part-time or full-time work;

•  Training Credits of up to $800 for job seekers undertaking Work for the Dole or
equivalent community work activities. Training Credits can be used to cover the
cost of accredited training, including that provided by employers;

•  a ‘Participation Pack’ to assist all Parenting Payment recipients which will include
information on financial assistance, return to work assistance and support services;
and

•  a Literacy and Numeracy Training Supplement to assist job seekers to improve
their skills in these areas.

0RUH LQ UHWXUQ

In return for this assistance, those receiving unemployment payments will be expected
to make the most of these new opportunities to participate in work and the
community. Many people are already making a major contribution to society as
parents, carers and volunteers. For many others, who have the capability, additional
responsibility will be expected.
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•  Unemployed people aged up to 39 years will be required to undertake Work for the
Dole or an equivalent amount of community service, part-time work or study every
six months. People aged 18 to 20 years will be required to undertake 24 hours per
week and people aged 21 to 39 years will be required to undertake 30 hours per
week.

•  Unemployed people aged 40 to 49 years will be expected to do some community
work, part-time work or study (but not Work for the Dole).

•  Parenting Payment recipients with children aged thirteen and over will be required
to undertake, on average, six hours a week of activities designed to help them
return to work (with flexibility for school holidays and illness). These activities will
include education and training, confidence building or community service.

•  Parenting Payment recipients with younger children (aged six and above) will be
required to attend an annual interview, to help prepare them for re-entry to work in
the future.

The rewards from the new welfare system will assist many people who currently rely
on welfare to move into employment and secure a better income. This in turn will
produce savings to welfare expenditure. This will have dividends for the whole of
Australia.
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The Budget introduces a number of measures to improve the provision of accurate and
up-to-date information from income support recipients to ensure correct payments and
to reduce fraud. These measures are expected to deliver savings of $143.1 million over
the next four years.

In addition, recently announced changes to social security arrangements with
New Zealand are expected to deliver savings of $438.9 million over four years.
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During 2001-02, the Government will consult with stakeholders regarding the report of
the Prime Minister’s Youth Pathways Action Plan Taskforce, Footprints to the Future, on
how to best advise and support young people in their transition through school, and
from school into further education, employment and independence. In the interim, the
Government will continue to provide around $84.4 million over four years to support
key programmes addressing youth transitions through school and beyond.

�&.12:/('*,1* 2/'(5 �8675$/,$16

The Government is introducing a number of measures to specifically address the needs
of older Australians.

For a single person of age pension age, the effective tax-free threshold will increase
to $20,000 per annum and for couples, the effective tax-free threshold will increase to
up to $32,612 per annum. People of age pension age who receive income support or,
with their partner, are outside the taxation and social security system will receive a
one-off payment of $300. This payment will not be subject to taxation or included in
social security assets tests. The Government will also increase Commonwealth
superannuation pensions in line with the Consumer Price Index twice yearly instead of
annually.

The Government will extend the telephone allowance of $17.20 per quarter and seek to
extend other State and Territory concessions to all people who hold a Commonwealth
Seniors Health Card.

The Commonwealth Seniors Health Card is currently available to single persons with
an income up to $41,000 per annum, couples with an income up to $68,676 per annum
and couples separated by illness or in respite care each with an income of up to $37,615
per annum.  The Government will increase these thresholds to $50,000 for singles,
$80,000 for couples and $45,000 each for couples separated by illness or in respite care.

Superannuation assets are to be exempted from social security means tests for people
aged between 55 years and the age pension age. This will provide assistance to
Australians seeking to maintain their superannuation savings in the years immediately
prior to their retirement.

This Budget provides $58.1 million over four years to improve aged care services. The
major initiatives include additional funding for Day Therapy Centres, which provide
rehabilitation services to older people, and for the Continence Aids Assistance Scheme.
Funding is also provided for specialised care for older people from ethnic backgrounds
and to finance 1,000 additional visitors for people in residential aged care who are
isolated or lonely. The Government has allocated an extra $10.0 million over two years
for the Aged Care Standards and Accreditation Agency to ensure that users of
residential aged care services receive quality care. In addition, the Government has
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increased funding by $5.0 million in 2001-02 to address the needs of residential aged
care homes in rural and urban fringe areas of Australia.

9HWHUDQV

In recognition of the unique circumstances of their captivity, the Government will
make a one-off payment of $25,000 to former Australian Defence Force members who
were Prisoners of War of the Japanese and to civilian internees and detainees of the
Japanese. For those who are no longer living payments will be made to their surviving
spouses.

Full access to the Repatriation Pharmaceutical Benefits Scheme will be provided to
British, other Commonwealth and Allied Veterans of World War II who are aged
seventy years or over and have qualifying service consistent with the requirements for
the service pension.
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This Budget provides significant additional funding to improve the health of
Australians by enhancing Medicare, targeting key health needs and encouraging the
appropriate use of medicines.

6WUHQJWKHQLQJ 0HGLFDUH

Medicare is the centrepiece of the health system and the Government is committed to
maintaining and improving Medicare for the benefit of all Australians.

This Budget delivers substantial additional funding to general practitioners (GPs) by
increasing patient rebates for GP services. This responds to the Relative Value
Study (RVS), undertaken jointly by the Australian Medical Association and the
Government. The study found that rebates for consultative work, primarily
undertaken by GPs, are underfunded relative to rebates for procedural work, primarily
undertaken by specialists. Consistent with this, the Government will increase rebates
under the Medical Benefits Schedule and provide financial incentive payments to GPs
so that the average (full time equivalent) GP will receive an extra $13,900 per annum.

The Government will provide $104.3 million over four years to assist GPs in rural
Australia and other areas of need to employ practice nurses. Practice nurses support
GPs by providing a range of medical services, including chronic disease management
and population health activities. In a related measure, 100 rural nursing scholarships
will be provided to increase the number of nurses working in rural and regional areas.
An additional ten scholarships will be provided for indigenous students or Aboriginal
health workers to undertake nursing education.

This Budget provides $43.4 million over four years to extend the availability of after
hours and emergency medical care. This measure will provide funding for up to
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32 new after hours service sites. After hours services may include GP/nurse telephone
call centres, joint GP arrangements, transport and home visits.

The Quality Use of Medicines Package includes funding for the National Prescribing
Service, a consumer education strategy and the safe disposal of medicines. The
National Prescribing Service seeks to improve the quality of prescribing while
reducing growth in the Pharmaceutical Benefits Scheme (PBS). The consumer
education strategy will encourage consumers to be more critical in their use of
medications and to ask their medical practitioner about potential side effects and
interactions with other drugs. The National Medicines Disposal Programme collects
expired medicines from consumers to reduce the risk of accidental poisoning and
medication misuse.

In a further pharmaceutical measure, the Government will clarify PBS instructions
issued to prescribers for the use of cholesterol lowering medicines to ensure that these
medicines are used by people most likely to benefit from them. These changes are
estimated to save $103.9 million over four years by reducing the unnecessary use of the
medicines.

5HVSRQGLQJ WR FRPPXQLW\ KHDOWK QHHGV

The Government is improving health services across Australia through additional
expenditure to address health needs in asthma, mental health, diabetes, cervical cancer
and alcohol education and rehabilitation. Funding is being provided for these priority
areas to improve the diagnosis and treatment of these conditions.

•  Asthma affects over two million Australians, including one in four primary school
children and one in seven teenagers. The Government will provide additional
funding of $48.4 million to GPs to proactively manage asthma with a three stage
consultation programme. These consultations are to diagnose asthma, develop a
care plan and review its management.

•  The Government will allocate $120.4 million over four years to improve the quality
of care provided by general practice to people with a mental illness. This funding
will be used for education and training for GPs on mental health issues and will
provide support for GPs to deliver quality mental health care.

•  This Budget provides $49.8 million over four years for an Integrated National
Diabetes Programme which will provide incentive payments to GPs to improve the
diagnosis and management of people with diabetes.

•  Additional funding of $71.9 million over four years will be provided to encourage
more women to be screened for cervical cancer. This funding will allow GPs to
increase the screening of high risk women and reward general practices which
reach overall screening targets.
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•  The Government will provide $115.7 million over four years for a new Alcohol
Education and Rehabilitation Foundation to help prevent alcohol and other legal
substance misuse.

�''5(66,1* ,1',*(1286 ',6$'9$17$*(

The Government is committed to reconciliation with indigenous Australians. This
Budget provides additional funding of $283.7 million over four years in the key areas
of the native title claim system, health, housing and employment.

New programmes for housing, health, employment and community capacity building
will be developed in accordance with the framework for advancing reconciliation,
agreed to by the Council of Australian Governments in November 2000. The Council
committed itself to an approach based on partnerships and shared responsibilities with
indigenous communities, programme flexibility and coordination between
government agencies, with a focus on local communities and outcomes.

The Government is providing additional funding of $85.9 million over four years to
the Commonwealth native title system. This will facilitate the recognition and
protection of native title in accordance with the Native Title Act 1993, and ensure that
the system can resolve native title issues within reasonable timeframes.

From 2003-04, funding for the Primary Health Care Access Programme will be
increased to allow for services to be delivered at a number of new sites. These services
include the provision of primary and clinical care, population health and education
activities. Additional services will be developed in a manner consistent with
collaboration and shared responsibility with local communities.

An extra $75.0  million over four years has been provided for upgrading indigenous
housing in rural and remote areas. This will fund the repair of existing houses to a safe
and healthy standard, build new homes and assist communities to better manage their
housing and tenancy services.

Under the package Australians Working Together funding will be provided for:

•  the development of Community Participation Agreements in consultation with the
Aboriginal and Torres Strait Islander Commission, in which communities will
decide what people should do in return for their income support, and plan for
better delivery of services at the local level;

•  the establishment and operation of Indigenous Employment Centres which will
offer work experience, job search support and access to training for indigenous job
seekers;

•  the provision of education and training assistance to encourage indigenous
students to complete Year 12 and to progress to further education and training
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through Government promoted partnerships between communities, industry and
education providers; and

•  improved delivery of Centrelink services to remote areas.
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This Budget provides $110.5 million over four years for the continued targeting of
organised crime and illicit drugs activities. Stage 2 of the Australian Federal
Police (AFP) Reform Programme provides ongoing funding for the retention of
159 federal agents and enables re-equipment programmes to proceed.

Stage 1 of the programme, implemented in 1998, enhanced the operational capability
of the AFP through an increase in staff numbers, enhanced training and new
equipment. The programme has been successful in combating crime in the community.
Apprehensions of offenders have increased by 30 per cent, seizures of illicit drugs have
increased by 800 per cent for cocaine and 165 per cent for heroin, and the restraint and
recovery of criminal assets has increased by 140 per cent.

�$)(*8$5',1* �8675$/,$�6 1$785$/ 5(6285&(6

Environmental degradation poses a long-term threat to our agricultural and other
natural resource based industries, the quality of future water supplies and the
conservation of biodiversity.

In this Budget, the Government extends the Natural Heritage Trust (NHT) by
five years from 2002-03 with an injection of new funding of more than $1.0 billion.
The NHT will continue to provide a long-term, integrated and comprehensive
approach to the conservation of Australia’s land, vegetation, biodiversity, coasts and
oceans. Established in 1997, the NHT is the largest ever Government investment in
Australia’s natural resources.

The additional NHT funding builds on the Government’s previous investment,
announced in October 2000, of $700.0 million over seven years for the National Action
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Plan for dry land salinity and water quality. The National Action Plan is the first
comprehensive strategy to address salinity and water quality problems in Australia
and will involve collaboration between all levels of government.

The National Action Plan and the NHT foster community participation in
environmental management, with the aim of enhancing the skills, capabilities and
confidence of communities in tackling environmental challenges.

Over seven years from 2000-01, under these two programmes alone, the Government is
investing $130 for every Australian in safeguarding our natural resources.
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This Budget introduces measures to address the specific needs of those in rural and
regional areas. The Government is assisting farmers by ensuring that Australia’s
quarantine operations are best practice; by extending measures for dairy farmers and
by responding to the immediate needs of flood affected areas as well as by providing
pro-active flood mitigation funding. In addition, as discussed in other sections, the
Government is supporting rural and regional Australia by improving health services,
providing additional regional university places, safeguarding our natural resources
and improving transport and telecommunications.

In response to concerns over the recent outbreak of foot and mouth disease in Europe,
the Government will increase funding to the Australian Quarantine and Inspection
Service (AQIS), the Australian Customs Service (ACS), Australia Post and airports
corporations to strengthen Australia’s quarantine protection. An additional
$596.4 million over five years will be used to increase the inspection of passengers,
mail and cargo entering Australia. This will see funding of $287.1 million over
five years provided to AQIS to ensure that Australia’s quarantine policies and
practices are based on sound science and risk analysis consistent with Australia's
international obligations.

The Government has decided to increase the Passenger Movement Charge by $8 and
continue the policy of full cost recovery for AQIS and ACS programmes involving
cargo and seaports. These cost recovery items will provide around $400 million over
four years towards the cost of the initiative.

The Government has extended the Dairy Industry Adjustment Package announced last
year in recognition of the difficulties being experienced by dairy producers across the
country. An additional $142.4 million will be provided to assist those farmers and
communities most adversely affected by the fall in market milk prices. This will
include additional payments to regions under the Dairy Regional Assistance
Programme, increased entitlements under the Dairy Structural Adjustment
Programme, and discretionary payments in circumstances of extreme disadvantage.
The levy on drinking milk will be extended to fund the extension of the package.
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In December 2000, the Government announced an assistance package of up to
$216.0 million over two years for farmers and businesses in the flood-ravaged
cropping zones of New South Wales and southern Queensland. This package includes
cash grants for replanting crops, interest subsidies for farmers, income support for
farm families and grants to small and medium sized businesses to help them meet the
cost of flood repairs. It also includes $71.0 million under the Natural Disaster Relief
Arrangements for activities such as repairing roads and public facilities and ensuring
people’s emergency household needs are met. The Government is providing an
additional $30.8 million over four years to implement flood mitigation works and
measures to reduce the risk of damage caused by floods.

�03529,1* 7(/(&20081,&$7,216 6(59,&(6

This Budget addresses key concerns raised by the Telecommunications Service
Inquiry (TSI), which assessed telecommunications service levels to customers in
metropolitan, regional, rural and remote areas. The TSI found that the continued
increase in competition in telecommunications services throughout regional and
remote Australia, combined with key Government initiatives, is likely to materially
improve services available to consumers over the next few years. The Government will
address the recommendations of the TSI and its findings in relation to mobile phone
coverage at affordable prices, reliable access to the Internet, and the installation, repair
and reliability of basic telephone services, particularly in rural and remote areas.

The Government will improve access to mobile telephony services by extending
terrestrial coverage to smaller communities, improving coverage on key highways and
subsidising satellite mobile handsets at a cost of $79.2 million over three years.

Internet access issues identified by the TSI will be substantially addressed through the
establishment of an Online Technical Assistance Programme. This will comprise an
Online Help Service funded by the Commonwealth and a Technical Support Service
funded by Telstra to support a minimum data speed for dial-up Internet access over
the public switched network. The Government will provide $12.0 million over
three years towards the Online Help Service and to support the operation of an
independent advisory panel to oversee this programme. Telstra will provide up to
$38.0 million over three years towards the Technical Support Service.

Over four years, $52.2 million will be provided to establish a National
Communications Fund. This fund will award grants to assist significant
telecommunications projects targeted at regional communities, particularly in the
provision of health and education services. Other initiatives include improved
payphone and other services for indigenous communities in remote areas.

The Government will also amend the Customer Service Guarantee to reduce the
maximum new service connection time in rural and remote areas from twelve to
six months and to require temporary services to be provided where the standard
telephone service cannot be connected within 30 working days. In addition, the
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Australian Communications Authority will review whether the existing standards of
the Customer Service Guarantee are appropriate in a multicarrier, multiplatform
environment.
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The Government will increase funding for the Australian Broadcasting
Corporation (ABC) by $71.2 million over four years. The Government is providing this
funding in response to a request from the ABC to enable it to undertake further
regional and local initiatives, including additional local radio production and local
television production.
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The Government continues to fund investment in roads, rail, aviation and maritime, in
recognition of the economic and social importance of an efficient and safe transport
network.

In November 2000, the Government announced additional funding of $1.6 billion over
five years, beginning February 2001, for Australia’s road network. The majority of the
funding ($1.2 billion) is being distributed directly to local government, for councils to
spend according to local priorities. Funding of $400.0 million over five years will be
spent on National Highway and Roads of National Importance projects to develop key
arterial links in outer-metropolitan areas, such as the Scoresby freeway in Melbourne.

To improve aviation safety, this Budget provides increased funding of $36.0 million
over four years for the Civil Aviation Safety Authority. This funding will be used to
undertake an aviation safety regulatory improvement programme, meet increasing
demand for compliance and assist in the implementation of a single point of entry to
provide better quality and more timely regulatory services to its clients. Additional
funding of $5.4 million over four years will also be provided to the Australian
Maritime Safety Authority to improve search and rescue arrangements.

In this Budget, funding of $111.0 million for undertaking interstate railway initiatives
in New South Wales will be redirected to the Australian Rail Track Corporation
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(ARTC). The equity injection of $111.0 million for the ARTC is subject to a business
case being agreed with the Government.

In February 2001, the Government announced additional funding of up to
$26.4 million to be provided to the Alice Springs to Darwin railway link in the form of
a grant. The railway link will open up new opportunities for Australian industry. This
contribution is in addition to the $165.0 million previously committed to the project.

�1129$7,21 $1' ('8&$7,21

Innovation, the use of ideas in new and more effective ways, is a key to Australia’s
future economic and social prosperity. In recognition of this, the Government released
Backing Australia’s Ability — An Innovation Action Plan for the Future, in
January 2001. This package invests $3.0 billion over five years in three key elements of
Australia’s innovation system: generating ideas, commercially applying ideas, and
developing and retaining Australian skills.

*HQHUDWLQJ LGHDV

To strengthen Australia’s ability to generate ideas, the Government will double
funding for competitive research grants provided by the Australian Research Council,
with $736.4 million in additional funds over five years. A further $583.0 million over
five years will be provided to support university research infrastructure. In addition,
$155 million will be invested in major national research facilities, and $176 million
(including $85 million of the ARC funds) will finance the establishment of world-class
centres of excellence in biotechnology and information communications technology.

In addition, the Research and Development (R&D) Tax Concession arrangements will
be enhanced. There will be a premium concession rate of 175 per cent on additional
R&D expenditure and small companies will be eligible for a tax rebate. The R&D Start
Programme will be extended through additional funding of $534.9 million.

&RPPHUFLDOO\ DSSO\LQJ LGHDV

To accelerate the commercial application of ideas, an additional $227.0 million over
three years will be provided for Cooperative Research Centres. Funding for the
Commercialising Emerging Technologies (COMET) Programme will more than double
to provide early assistance to firms by improving their commercialisation skills. A
pre-seed fund will be available to universities and public sector research agencies to
take proposals to a venture capital-ready stage. In addition, an Innovation Access
Programme, involving $100.0 million over five years, will be introduced to increase
access to global research and technologies.
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Major initiatives to develop and retain Australian skills include an income-contingent
Postgraduate Education Loans Scheme for fee paying students and an additional
2,000 university places each year, with priority given to information and
communication technology, mathematics and science. An additional $184.3 million
will be provided to government schools, where the Enrolment Benchmark Adjustment
is triggered, to foster the foundational skills necessary for successful innovation.
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Complementing the initiatives in Backing Australia’s Ability, the Government will fund
additional undergraduate student places in regional higher education institutions and
campuses from 2002. This will address changing demographic patterns and the need to
increase access and participation in higher education in particular regions. In the first
year  670 new places will be provided, rising to 1,832 places in the fourth year.

�32576

Last month, the Government announced Backing Australia’s Sporting Ability —
A More Active Australia, the most comprehensive and well-funded sports policy
Australia has yet seen.
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The Government is investing an additional $161.6 million in Australian sport over the
next four years. This includes $32.0 million over four years for participation initiatives,
which will provide greater opportunities for Australians to participate in sport at the
grass roots level. As part of the policy, $122.2 million over four years will be provided
to continue Australia’s outstanding record of sporting achievements, particularly for
high performance sports. Additional funding is also being provided to enhance the
Government’s Tough on Drugs in Sport strategy.

Building upon the support given to the Sydney 2000 Olympic and Paralympic Games,
the Government will provide funding to support the staging of the Melbourne 2006
Commonwealth Games. The Government is providing $90.0 million in this Budget
towards redeveloping the Melbourne Cricket Ground for the 2006 Commonwealth
Games. The upgrade will provide for essential improvements for spectators’ stands.

�()(1&(�+,7( �$3(5

In December 2000, the Government released the Defence White Paper, Defence 2000,
the most specific and detailed defence plan in more than 25 years. The White Paper
followed a major review of Australia's defence requirements and maintains the
Government's strong commitment to national security through the development of
Australia's armed forces.

The military enhancements announced in the White Paper will significantly improve
Australia's ability to pursue the principal strategic objectives of defending Australia
and contributing to the security of our immediate neighbourhood. The White Paper
foreshadowed a number of major capital projects, including the acquisition of four
Airborne Early Warning and Control aircraft and the bringing of six Collins class
submarines to a high level of capability. The additional funding will also be used to
increase the responsiveness of land forces through the maintenance of six battalion
groups.

This Budget provides $5.1 billion over four years to begin implementing the capability
enhancements contained in the White Paper, including $507.0 million in 2001-02.

In addition to funding identified in the White Paper, Defence will retain proceeds from
asset sales, totaling $241.0 million in 2001-02. Proceeds from asset sales of
$263.2 million will be returned to the budget. Australia’s successful involvement in
INTERFET has resulted in an underspend of monies budgeted for the East Timor
operation. Out of this underspend, $100 million in 2001-02 and $70 million in 2002-03
will be allocated to Defence in addition to the White Paper funding increase.

The Government is committed to pursuing further improvements in Defence financial
and budgetary management to ensure this increased level of funding delivers value for
money. To further this aim, Defence has recently presented to the Government its first
Defence Financial and Management Plan which is built around the White Paper. For
national security reasons, this more detailed plan is not a public document.
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This Budget implements the next stage in the Government’s programme of tax reform.

)XUWKHU EHQHILWV IURP WD[ UHIRUP

The Government will bring forward full input tax credits for motor vehicles from
1 July 2002, allowing GST registered businesses to claim full input tax credits for motor
vehicles acquired on or after 23 May 2001.

On 1 July this year, further changes to the taxation system will be introduced.

•  The company tax rate will be reduced from 34 to 30 per cent, among the lowest
rates in the region.

•  Financial Institutions Duty (FID) applied by State and Territory governments will
be abolished, saving about $1.2 billion for individuals and companies.

•  State stamp duties on quoted marketable securities will be abolished, saving about
$675 million for investors and removing an impediment to investment and equity
market development in Australia.

•  Excess imputation credits (for dividends paid from 1 July 2000) will be refunded to
resident individuals, complying superannuation funds, endorsed charities and gift
deductible organisations. Shareholders will benefit by more than $2 billion over
four years.

•  The Simplified Tax System will provide eligible small businesses with a cash-based
approach to tax accounting, simpler depreciation and trading stock rules, and will
reduce tax payable by small businesses who enter the scheme, by over $1 billion in
the first three years.

•  The Uniform Capital Allowances system will simplify amortisation regimes and
reduce compliance costs, replacing over 27 separate write-off regimes with a
uniform approach.

•  New thin capitalisation arrangements will prevent multi-national corporations
from inappropriately minimising Australian taxation by allocating a
disproportionate amount of debt to their Australian operations.

Further business tax measures, including the proposed consolidation regime which
will allow groups of wholly owned companies to be treated as a single taxpaying
entity, are scheduled to commence from 1 July 2002. Other reform measures to further
improve the business taxation system are being developed for consideration.
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([FLVH DQG FXVWRPV GXW\

In March 2001, the excise and customs duty on petroleum fuels was reduced by
1.5 cents per litre for unleaded petrol, leaded petrol and other petroleum products that
attract equivalent rates of duty. Duty on aviation fuels and on those petroleum
products attracting concessional rates of duty was reduced by a proportional amount.
The automatic half-yearly indexation of fuel excise was also abolished. The cost of
these measures is approximately $4.6 billion over four  years. The Government has also
reduced the excise on draught beer. The estimated cost of this initiative is $630 million
over four years. The ACCC is monitoring draught beer and fuel prices to ensure that
the reductions in excise are being fully passed on to consumers.

)LUVW KRPH RZQHUV

In March 2001, the Prime Minister announced an additional $7,000 grant for first home
owners, bringing the total to $14,000, for those people who enter into contracts
between 9 March 2001 and 31 December 2001 inclusive to build or purchase new
homes. The grant, which is additional to the $7,000 grant available to first home
owners since 1 July 2000, is intended to provide a targeted, short-term stimulus to the
building sector. The measure is expected to cost $150.0 million.
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Following four consecutive underlying cash surpluses, the Commonwealth Budget is
again expected to be in surplus in 2001-02. The budget outlook for 2001-02 and the
forward years has moderated however, since the Mid-Year Economic and Fiscal
Outlook (MYEFO) 2000-01 was published   reflecting the impact of a temporary
slowdown in the economy on forecast revenue and expenses, and new spending and tax
reductions targeted at priority areas. This moderation in the fiscal outlook is consistent
with the Government’s medium-term fiscal strategy, which allows fiscal policy to
respond flexibly to changes in economic conditions.
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Table 1 provides details of the Commonwealth general government budget estimates
and projections for the five years from 2000-01.
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An underlying cash surplus of $1.5 billion is expected in 2001-02, around $0.8 billion
lower than the anticipated outcome for 2000-01. Underlying cash surpluses are also
expected throughout the forward years.
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In accrual terms, a deficit of $0.8 billion is expected in 2001-02, before returning to
surplus over the forward estimates period. This follows an estimated fiscal surplus of
$5.4 billion in 2000-01.

The divergence between the expected underlying cash and fiscal balances in 2000-01
and the following years is largely explained by the impact of transitional arrangements
associated with the introduction of the new Pay As You Go (PAYG) system of
company taxation.

From 2000-01, these PAYG arrangements better align company tax payments with the
period in which income is earned. This has created an overlap of company tax
payments for business, because payments of tax obligations for 1999-2000 and PAYG
instalments for 2000-01 both arise during 2000-01. However, under the PAYG
transitional arrangements, companies may reduce the cash impact of this overlap by
spreading their actual payments in interest free instalments over 2½ to 5 years (see
Box 1 in Statement 5 for further information).

Whilst both sets of obligations accrue in 2000-01, in fact payments are spread into the
following years. As a result of these transitional arrangements, revenues in 2000-01 are
shown as higher in accrual terms and correspondingly lower in subsequent years
when the payments are actually made.

&KDUW �� )LVFDO DQG XQGHUO\LQJ FDVK EDODQFHV

����

����

����

���

���

���

���

���

���

���

������� ������� ������� ������� ������� ������� ������� ������� �������

����

����

����

���

���

���

���

���

���

���

)LVFDO EDODQFH 8QGHUO\LQJ FDVK EDODQFH

2XWFRPHV (VWLPDWHV 3URMHFWLRQV

3HU FHQW RI *'3 3HU FHQW RI *'3

�$5,$7,216 72 7+( ),6&$/ %$/$1&( (67,0$7(6

Since MYEFO, the estimated fiscal balances for 2000-01 and the forward years have
been revised downwards. This is partly due to parameter variations, with the recent
slowdown in economic growth expected to result in lower revenue and higher
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expenses. In addition, new policy decisions in 2001-02 since MYEFO have increased
expenses by around $2.8 billion and reduced revenues by around $1.1 billion.

Table 2 provides a reconciliation of the fiscal balance estimates between those at the
time of the 2000-01 Budget, the 2000-01 MYEFO and the 2001-02 Budget.
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9DULDWLRQV LQ UHYHQXH HVWLPDWHV

Despite recent stronger than expected collections of non-GST taxation, forecast general
government revenue in 2001-02 has been revised down by $2.2 billion since MYEFO.
This is partly due to the lagged effect of the slowdown in economic growth in late
2000. In addition, policy measures since MYEFO have substantially reduced forecast
revenue in 2001-02.

However, consistent with stronger than expected non-GST taxation collections to
end-March 2001, estimated revenue for 2000-01 has been revised up by $3.4 billion
since MYEFO.

The recent strong collections of non-GST taxation revenue are partly explained by
one-off factors, including:

•  a change in the timing of some large petroleum resource rent taxation (PRRT)
payments;1 and

•  the lagged impact of strong profit growth in 1999-2000 (final company taxation
payments relating to the 1999-2000 income year are not received until 2000-01).

In addition, PAYG withholding tax collections from wages and salaries have been
stronger than was expected at MYEFO. This indicator of labour market performance is
somewhat stronger than other employment and job vacancy data. It is also possible
that some of the recent strength in PAYG withholding collections reflects increased
compliance by taxpayers following the introduction of The New Tax System, as well as a
possible trend away from remunerating employees through fringe benefits.

Looking ahead, the recent slowdown in economic growth will likely result in lower
revenue growth in 2001-02 and the forward years, relative to expectations at MYEFO.

•  Lower profit growth relative to expectations at MYEFO, is expected to lead to a
reduction in companies and other individuals tax revenue of around $1.6 billion in
2001-02 and around $2 billion through the forward years.

•  Estimated PAYG withholding revenue in 2001-02 is broadly unchanged from the
corresponding MYEFO estimate, with the positive base effect of stronger collections
in 2000-01 offsetting the negative impact of lower forecast growth in employment
and wages.

Partly offsetting the downwards revisions to forecast taxation revenue growth,
expected dividends from the Reserve Bank of Australia (RBA) and government
business enterprises (GBEs) in 2001-02 have been revised upwards since MYEFO by
$1.8 billion.

                                                          

1 Changes in the expected timing of PRRT payments since MYEFO are expected to boost PRRT
revenue in 2000-01 by around $400 million, but reduce revenue by a similar amount in
2001-02.
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Policy decisions taken since MYEFO are expected to reduce revenue by around
$1.1 billion in 2001-02, growing to around $2.2 billion in 2003-04. The major policy
decisions include:

•  a 1.5 cents per litre reduction in petrol and diesel excise from 2 March 2001, and the
decision to abolish the semi-annual consumer price index (CPI) indexation of
petroleum excise (estimated to cost revenue around $4.6 billion over the four years
2001-02 to 2004-05);

•  an increase in the effective tax-free threshold and Medicare levy threshold for
senior Australians and pensioners (estimated to cost around $1.5 billion over the
four years from 2001-02);

•  the withdrawal of entity tax exposure draft legislation in response to concerns
raised in public consultations that the existing draft legislation did not strike an
appropriate balance between protecting legitimate small business and farming
arrangements while addressing tax abuse in the trust area (at a cost to revenue of
$1.1 billion over the four years 2001-02 through 2004-05);

•  a reduction in draught beer excise (estimated to cost $630 million over the four
years from 2001-02);

•  cost recovery arrangements that will partially fund measures to prevent foot and
mouth disease and other quarantine risks, involving an increase in the passenger
movement charge to $38 and full cost recovery for containers (estimated to raise
around $400 million over the four years from 2001-02);

•  the initiative announced in Backing Australia’s Ability to introduce a 175 per cent tax
concession for companies that improve their research and development effort (at an
estimated cost to revenue of $335 million over 2001-02 through 2004-05);

•  changes to simplify the Business Activity Statement (BAS) to allow eligible
taxpayers the choice of paying their PAYG instalments annually, or use the
instalment rate times instalment income method (at an estimated cost to revenue of
$230 million over the four years from 2001-02); and

•  an increase in GSM 900 licence fees to align the licence fees more closely with the
market value of the mobile phone spectrum (estimated to raise $128 million over
the four years from 2001-02).

Further details on variations in taxation and non-taxation revenue since MYEFO are
provided in Statement 5. All revenue measures since MYEFO are described in detail in
Budget Paper No. 2 — Budget Measures 2001-02.
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9DULDWLRQV LQ H[SHQVHV HVWLPDWHV

Since MYEFO, estimated expenses have been revised upwards by around $2.7 billion
in 2001-02, increasing to $4.5 billion in 2003-04. These increases are largely explained
by the effect of policy decisions and economic parameter revisions.

Adjusting for the removal of a provision for increased Defence White Paper
expenditure, parameter and other revisions since MYEFO have led to an increase in
estimated expenses of around $470 million in 2001-02.2 This increase can be partly
attributed to the recent temporary slowdown in economic growth, with an upward
revision to the forecast number of unemployment benefit recipients increasing
estimated expenses by $970 million in 2001-02.

Other major variations in estimated expenses include:

•  an upward revision to interest expenses related to the Commonwealth’s public
sector and public trading enterprise superannuation liabilities ($440 million in
2001-02, increasing to over $700 million in 2003-04), following a recent review;

•  higher budget balancing assistance payments to the States due to lower than
previously anticipated collections of goods and services tax (GST) revenue
(see Box 1 for further information); and

•  higher forecast Pharmaceutical Benefits Scheme (PBS) expenses ($530 million in
2001-02, increasing to $1.2 billion in 2004-05), reflecting an increasing trend towards
the use of newly listed, high cost drugs such as Celebrex (used in the treatment of
arthritis) and Zyban (an anti-smoking drug).

These variations in estimated expenses since MYEFO are partly offset by the regular
draw-down of the conservative bias allowance,3 which reduces estimated expenses by
around $800 million each year from 2001-02.

Major new policy decisions since MYEFO include:

•  measures to build a more effective welfare system by providing new welfare
services, incentives and obligations, at a gross cost of $1.7 billion over four years;

                                                          

2 In Table 2, additional defence expenditure announced in the November 2000 Defence White
Paper, Defence 2000 ($507 million in 2001-02, increasing to over $2 billion in 2004-05) is
recorded as a policy decision since MYEFO. However, provision for this expenditure was
made at MYEFO. Therefore, the impact of this expenditure on the fiscal balance estimates is
fully offset by a corresponding negative 'parameter and other' variation.

3 The forward estimates include an allowance for the established tendency for actual spending
on existing government policy (particularly demand driven programmes) to be higher than
estimated in the forward years. This allowance, known as the conservative bias allowance, is
gradually reduced so that the budget year conservative bias allowance is zero.
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•  enhancements to quarantine and inspection arrangements in response to foot and
mouth disease and other quarantine risks, totaling around $500 million over
five years;

•  exempting superannuation assets from the social security means test for those aged
between 55 years and the age pension age, at a cost of around $360 million over
four years; and

•  an increase in budget balancing assistance payments of around $670 million over
the three years from 2000-01, largely as a result of lower GST revenue following the
decision to allow full input tax credits for motor vehicles purchased by business
from 23 May 2001.

A number of other major measures have been announced since MYEFO, including:

•  additional funding of $5.1 billion over four years to enhance Australia’s military
capabilities, as announced in the Defence White Paper;

•  additional funding of around $3 billion over five years, to fund the innovation
package, Backing Australia’s Ability; and

•  funding of $1.6 billion over five years for the Roads to Recovery and Roads to Outer
Metropolitan Areas Packages.

More detailed information on expenses can be found in Statement 6. A full description
of all policy decisions taken since the 2000-01 MYEFO can be found
in Budget Paper No. 2 — Budget Measures 2001-02.
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%R[ �� 7KH UHYLVHG RXWORRN IRU *67 FROOHFWLRQV DQG EXGJHW EDODQFLQJ

DVVLVWDQFH SD\PHQWV WR WKH 6WDWHV

Under The New Tax System, the Commonwealth has undertaken to ensure that the
States and Territories are not financially disadvantaged by their changed funding
arrangements. During the initial transitional period, the Commonwealth meets this
undertaking by providing budget balancing assistance (BBA) payments to the States.

Budget balancing assistance (BBA) is calculated as the difference between GST
revenue and the guaranteed minimum amount (GMA). The GMA ensures that the
States and Territories are not financially disadvantaged against earlier funding
arrangements and includes estimated revenues forgone by the States as well as
additional expenses that the States incur.

GST revenue is paid directly to the States and does not directly affect the
Commonwealth budget. However, during the transitional period, changes to GST
revenue affect the Commonwealth budget indirectly through variations to BBA
payments.

Estimated GST revenue in 2001-02 has been revised down by around $550 million
since MYEFO. This is primarily due to the impact of new policy decisions, including
the decision to allow full input tax credits for motor vehicles purchased by business
from 23 May 2001.

Forecast GST cash revenue in 2000-01 has been revised downwards even further, by
around $2.1 billion. This significant revision mainly reflects a reassessment of the net
effect of transitional factors on GST revenue in the first year.

Recent collections data suggests that the boost to first year GST revenue from
one-off transitional factors identified at MYEFO, while still substantial, will not be as
large as anticipated. In particular, the wholesale sales tax (WST) credits on existing
stock that taxpayers are entitled to claim in their initial GST returns have now
totaled almost $2 billion   around $1 billion higher than anticipated at MYEFO.

•  As part of the introduction of The New Tax System, businesses were able to claim
credits against GST for WST paid on goods acquired before 1 July 2000 and sold
from 1 July 2000. This credit could be used to offset a GST liability and could be
claimed until January 2001.

In addition, the estimated proportion of GST revenue relating to sales in 2000-01 but
collected in 2001-02 has been revised upwards since MYEFO. This arises mainly
because a greater share of GST revenue than originally expected is being paid by
quarterly rather than monthly payers, and only three quarterly payments are being
made in 2000-01. In addition, more GST collected on imports is being recognised in
activity statement collections than initially estimated. This overall revision has led to
a downwards revision to GST revenue in 2000-01, but has little impact on expected
GST revenue in 2001-02.
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%R[ �� 7KH UHYLVHG RXWORRN IRU *67 FROOHFWLRQV DQG EXGJHW EDODQFLQJ

DVVLVWDQFH SD\PHQWV WR WKH 6WDWHV �FRQWLQXHG�

Abstracting from transitional factors   which have been difficult to identify and
estimate   the underlying GST base appears to be very close to initial expectations.

As a result of changes in expected GST revenue, together with small upward
revisions to the GMA, the Budget estimates provide for increases in BBA payments
to the States in 2000-01 and throughout the forward estimates period. All of these
payments are expected to take the form of grants.

The table below shows the expected impact of revised GST collections and revisions
to the GMA on BBA grant payments. Further details are provided in
Budget Paper No. 3 — Federal Financial Relations 2001-02.
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9DULDWLRQV LQ QHW FDSLWDO LQYHVWPHQW HVWLPDWHV

In 2001-02, forecast net capital investment has fallen by around $860 million since
MYEFO, largely reflecting changes in Defence property sales. These include the delay
of $362 million of Defence property sales from 2000-01 into 2001-02 and the
acceleration of further Defence property sales into 2001-02 from later years (of around
$200 million)4.

The forecast increase in net capital investment in 2000-01 is largely due to reduced
proceeds from the sale of non-financial assets, including the delay in Defence property
sales noted above and lower than anticipated proceeds from the sale of third
generation (3G) telecommunications spectrum licenses. The cancellation of the digital
datacasting auction has also contributed to the increase in estimated net capital
investment in 2000-01.

Further details on net capital investment can be found in Statement 6.

�(7 '(%7 $1' 1(7 :257+

The level of Commonwealth general government net debt has fallen consistently since
the mid-1990s, from a peak of almost 19 per cent of gross domestic product (GDP) in
1995-96 to an expected 5.4 per cent in 2001-02. In dollar terms, around $58 billion of net
debt will have been repaid since 1995-96, reflecting the combined effect of budget
surpluses and asset sales (principally the sale of 49 per cent of the Commonwealth’s
shareholding in Telstra).

Net debt is expected to fall further through the forward estimates period, although at a
slower rate than anticipated at MYEFO. The slowing in the expected rate of debt
reduction reflects lower projected underlying cash surpluses, and the deferral of
further sales of the Commonwealth’s shareholding in Telstra to 2003-04 (see Box 2).
Consistent with further reductions in net debt, net interest outlays are also expected to
continue to fall. As a percentage of GDP, net interest outlays have been more than
halved since 1996-97, which in dollar terms, equates to a reduction of around
$4 billion.

Table 3 provides a summary of Commonwealth general government net worth, net
debt and net interest outlays.

                                                          

4 In the calculation of net capital investment, proceeds from the sale of non-financial assets are
subtracted from purchases of non-financial assets. Consequently, proceeds from the sale of
non-financial assets decrease net capital investment and increase the fiscal balance.
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Consistent with the move to accrual budgeting, net worth is reported in the
Commonwealth general government sector balance sheet. Net worth measures total
assets less total liabilities and is therefore a broader measure than net debt, which only
incorporates a subset of assets and liabilities.

Net worth is projected to fall in 2001-02 and 2002-03 reflecting accrual operating
deficits before improving later in the forward estimates period in line with the return
to accrual surpluses (see Chart 3). The overall improvement in net worth over the
period 2001-02 to 2004-05 is due to a greater reduction in expected liabilities compared
with the expected reduction in assets.
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%R[ �� 'HIHUUDO RI WKH IXUWKHU VDOH RI WKH &RPPRQZHDOWK¶V VKDUHKROGLQJ

LQ 7HOVWUD

In response to the Telecommunications Service Inquiry, the Budget includes a range
of measures to strengthen telecommunications services, particularly in rural and
regional Australia. To allow time for these measures to be implemented, the
Government has deferred the anticipated timetable for the sale of the
Commonwealth’s remaining equity in Telstra. Further sales of Telstra equity are
now included from 2003-04 (compared with 2001-02 at MYEFO).

The receipts from the sale of the Commonwealth’s shareholding in Telstra are not
included in the calculation of the fiscal or underlying cash balances. Nevertheless,
the sale does have some indirect effects on the budget surplus, in both cash and
accrual terms. These include sale cost expenses, changes in expected dividends from
Telstra, and ongoing savings in public net debt interest.

The estimated net effect of these changes since MYEFO on the fiscal and underlying
cash balances through the forward estimates period is shown in the table below.
Deferring the sale improves the budget balances in 2001-02, as higher dividends and
the elimination of sale costs in that year outweigh the effect of changes in public net
debt interest. From 2002-03 onwards, increases in estimated public net debt interest
outweigh increased dividends, leading to a reduction in the fiscal and underlying
cash balances.

(VWLPDWHG QHW LPSDFW RI UHYLVLRQV VLQFH 0<()2 WR WKH 7HOVWUD VDOH

DVVXPSWLRQV RQ WKH ILVFDO DQG XQGHUO\LQJ FDVK EDODQFHV�D��E�

������� ������� ������� ������� �������

�P �P �P �P �P

1HW HIIHFW RQ ILVFDO DQG

XQGHUO\LQJ FDVK EDODQFHV � �� ���� ���� ����

�D� 7KH HVWLPDWHV UHIOHFW FKDQJHV WR WKH VDOH WLPHWDEOH DQG HVWLPDWHG VDOH SURFHHGV�

�E� 7KH HVWLPDWHV DUH KLJKO\ GHSHQGHQW RQ WKH DVVXPSWLRQV PDGH UHJDUGLQJ� WKH VWUXFWXUH� WLPLQJ DQG

SURFHHGV RI WKH VDOH� H[SHFWHG VDOH FRVWV� IXWXUH GLYLGHQGV IURP 7HOVWUD� LQWHUHVW UDWH DVVXPSWLRQV�

DQG ILQDQFLDO PDQDJHPHQW VWUDWHJLHV�

Net worth is only marginally affected by the later sale timetable because the sale is
effectively a reallocation of items in the balance sheet. The deferred sale increases
net debt in the forward estimates, but also increases equity assets by an equivalent
amount, leaving net worth broadly unchanged.
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Table 4 provides a summary of Commonwealth general government cash flows.
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The underlying cash balance is forecast to remain in surplus over the forward
estimates period, although the magnitude of the surpluses has fallen compared with
those expected at the 2000-01 MYEFO. However, the declines in the underlying cash
balance since MYEFO have not been as great as those in the fiscal balance estimates.

In most instances, government transactions have very similar effects on the accrual and
cash budget aggregates. Therefore, most of the change to the underlying cash balance
estimates since MYEFO is explained by corresponding variations in the fiscal balance
estimates described earlier in this Statement.

However, there are a small number of variations that have significantly different cash
and accrual effects (because of the different basis of recording transactions).

•  Superannuation cash payments have fallen by around $700 million in 2001-02 (with
smaller falls in the forward years), compared with a $630 million increase in accrual
expenses. Lump sum cash payments have fallen in line with a lower expected rate
of redundancies from the Australian Public Service. In addition, the start date for
the choice of superannuation fund legislation5 has been deferred (Commonwealth
employees will be able to direct their employer’s superannuation contributions on

                                                          

5 The Government's choice of superannuation fund legislation will give employees greater
choice as to the superannuation fund or retirement savings account into which their
employer superannuation contributions are paid.
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their behalf into funds outside the Commonwealth general government sector once
the legislation is in place, with a consequent reduction in the underlying cash
balance, compared with current arrangements).

•  A change to military superannuation estimates made at MYEFO has been reversed,
reflecting a reassessment of the appropriate accounting treatment that has the effect
of reducing aggregate cash payments by around $500 million in all years (with no
impact on accrual expenses).

•  There has been a lower than expected take-up of the PAYG transitional
arrangements to defer company and superannuation tax payments. This boosts
cash estimates of company and superannuation tax revenue in 2000-01 by around
$1.1 billion but reduces cash revenue estimates in the forward years. There is no
effect on accrual revenue estimates.

The headline cash balance is estimated to be in surplus in 2001-02, although smaller
than forecast at MYEFO. This mainly reflects changes in the Commonwealth’s asset
sales programme. In particular, the sale of the Commonwealth’s remaining equity in
Telstra has been deferred (as outlined in Box 2), significantly reducing expected ‘cash
flows from investments in financial assets for policy purposes’ in 2001-02 and 2002-03.
The incorporation of the estimated proceeds from the sale of the Sydney Airports
Corporation partially offsets the loss of Telstra sale proceeds in 2001-02.
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The Commonwealth Charter of Budget Honesty Act 1998 requires that the budget be
based on external reporting standards, and that departures from applicable external
reporting standards be identified.

The major external standards used in the budget are the Australian Bureau of
Statistics (ABS) accrual Government Finance Statistics (GFS) framework and
Australian accounting standards, including Australian Accounting Standard No. 31
Financial Reporting by Governments (AAS31).

Estimates presented in Budget Paper No. 1 are prepared on a GFS basis unless
otherwise indicated. AAS31 estimates are provided in Statement 10.

The GFS framework requires that flows and stocks are valued at current market prices
(or where these are not observable, a suitable proxy indicator). While this is the case
for flows in the operating statement and the cash flow statement, not all assets and
liabilities in the GFS balance sheet are currently valued at current market prices. This is
principally because Australian accounting standards allow reporting entities to elect to
value their assets at either cost or fair value (current market value). The accounting
profession is considering general valuation issues relating to liabilities. In the early
years of accrual budgeting the focus has been on preparing robust GFS operating and
cash flow statements. Refinements to the GFS balance sheet valuations of assets and
liabilities will be considered over time, in consultation with the ABS, as the new
framework is bedded down.

The Commonwealth revenue and expenses estimates in Statement 5 and Statement 6
do not include goods and services tax (GST) collections and equivalent payments to
the States. Under the Intergovernmental Agreement on the Reform of Commonwealth-State
Financial Relations (the IGA), all GST receipts are appropriated to the States and
Territories and thus are not available for expenditure by the Commonwealth. Because
the Commonwealth collects GST as an agent for the States and Territories, GST receipts
are not shown as Commonwealth revenue. Estimates of GST receipts are provided in
Box 1 in this Statement and in Table 2 of Statement 11.

In order to ensure the reporting of reliable budget estimates and outcomes, taxation
revenue is recognised the earlier of when an assessment of a tax liability is made or
cash payment is received by the Australian Tax Office (ATO) or the Australian
Customs Service (ACS). Accordingly, for most categories of taxation revenue, there is a
short lag between when the revenue is recognised and the time at which the
underlying income (or economic activity) giving rise to the tax liability occurs. Longer
lags, of up to a year, occur for some elements of company and superannuation funds
taxation.

Additional information on the external reporting standards and budget concepts is
provided in Statement 11.
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Table B1 provides a guide to the sensitivity of the forward estimates of expenses and
revenue to variations in economic parameters in 2001-02. It is important to recognise
that such guides provide only a ‘rule of thumb’ indication of the impact on the budget
of changes in prices, wages and other parameters.
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On the expenses side, the sensitivity analysis of the estimates provides for the
following assumptions about changes to four broad groups of parameters.

3ULFHV

All price deflators are assumed to change by one percentage point at the start of the
September quarter 2001, with wage deflators left unchanged.

•  The effect of a change in prices on Commonwealth expenses has increased since the
2000-01 MYEFO reflecting a change to the methodology for indexing
superannuation liabilities and defence expenditures.

:DJHV

All wage and salary growth rates are assumed to change by one percentage point from
the beginning of the September quarter 2001, with price deflators left unchanged.

•  The wages effect resulting from a change in wage and salary growth rates is largely
determined by the effect of the Government’s commitment to maintain selected
pensions at 25 per cent of Male Total Average Weekly Earnings (MTAWE). The
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wages effect in Table B1 above does not include changes to wage and salary
payments in Commonwealth departmental expenses.

8QHPSOR\PHQW EHQHILW UHFLSLHQWV �LQFOXGHV 1HZVWDUW $OORZDQFH DQG XQHPSOR\HG <RXWK

$OORZDQFH UHFLSLHQWV�

The total number of recipients is assumed to change by 5 per cent in the Budget year
and in all the forward years.

6DIHW\ 1HW $GMXVWPHQW

The Safety Net Adjustment (SNA) determined by the Australian Industrial Relations
Commission is assumed to change by $2 per week, taking effect from the beginning of
the September quarter 2001, and each year after that.

•  About $45 billion of expenses, comprising agency departmental expenses, other
Commonwealth own purpose expenses and Specific Purpose Payments to the
States of a departmental expense nature, are indexed to weighted averages of
movements in inflation and the SNA.

5HYHQXH

The assumptions underlying the sensitivity of the revenue estimates to changes in
prices and wages are similar to those used for expenses. In each case, the analysis
presents the estimated effects of a change in one economic variable only, and does not
attempt to capture the linkages between economic variables that characterise changes
in the economy more broadly.

The revenue effects of changes in employment and private final demand show the
impact of the following assumed changes:

•  employment — the level of employment is assumed to change by one percentage
point from the beginning of the September quarter 2001, with no change in the
composition of demand; and

•  private final demand (consumption plus investment) — the level of private final
demand is assumed to change by one percentage point from the beginning of the
September quarter 2001, with no change in the composition of demand.

For the purposes of this analysis:

•  changes in prices affect revenue primarily through changes in excise revenue;

•  changes in wages and employment feed through into tax revenue largely through
increases in PAYG withholding tax collections; and

•  changes in private final demand affect revenue predominantly through changes in
excise and customs collections.
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An increase in any of the parameters considered will lead to an increase in revenue,
and a decrease in any of the parameters will lead to a reduction in revenue.

Relative to the 2000-01 Budget, the sensitivity of revenue to prices has fallen. This is
attributable to the decision to abolish petroleum excise indexation. Hence, changes in
the price deflator from the beginning of the September quarter 2001 no longer affect
the petroleum excise revenue estimates.
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Economic growth in Australia in 2001-02 is forecast to rebound quite strongly, driven
by a turn around in residential construction. Employment growth is expected to be
subdued with the unemployment rate averaging around 7 per cent, while inflation is
forecast to decline and the current account deficit to be well below the average of the
last decade. World growth is expected to weaken in 2001 to a little below historical
averages, although there are significant downside risks.

In 2001-02, economic growth in Australia is forecast to be around 3¼ per cent in
year-average terms and a strong 4 per cent through the year to the June quarter 2002.
Residential construction is expected to contribute strongly to growth in 2001-02, with
moderate growth in household consumption, business investment and net exports.
Average unemployment rates are forecast to be slightly higher than recent levels, with
inflation declining and the current account deficit well below its decade average.

Following three years of very strong economic growth in excess of 4 per cent
per annum, the Australian economy slowed sharply in the second half of 2000. The
weakness was concentrated in the residential construction sector, in part reflecting an
unwinding of the bring-forward of residential construction into the first half of 2000,
ahead of the introduction of The New Tax System. The downturn in this sector had
flow-on effects to other parts of the economy through its impact on employment,
consumer spending and consumer and business sentiment. At the same time,
net exports contributed strongly to growth in 2000-01, buoyed by the lower exchange
rate and the Olympics, despite a deteriorating international outlook and adverse
seasonal conditions in the farm sector.

Given the weakness in the second half of 2000 and subdued growth expected in the
first half of 2001, economic growth is now expected to be around 2 per cent in 2000-01
in year-average terms, and around 1 per cent in through-the-year terms.

The outlook for world growth has deteriorated since late 2000, led by a sharp
slowdown in the United States (US) and weaker conditions in Japan. The outlook for
growth in countries with close linkages to the US — such as the non-Japan East Asian
economies — has also weakened. Europe is likely to be less affected by a slowdown in
the US and is expected to continue to grow at a solid pace. Overall, the global economy
is expected to grow by around 3¼ per cent in 2001, down sharply from 4.8 per cent in
2000, although only a little below the long-run historical average. Nevertheless, there
are significant downside risks to growth in the US and Japan. Slower than forecast
growth in these countries would result in weaker growth in East Asia and a more
broadly based global slowdown.

Despite the slower world growth expected in 2001, net exports are estimated to
contribute strongly to overall economic growth in Australia in 2000-01, with a further
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modest positive contribution expected in 2001-02. The exchange rate has helped boost
the competitiveness of many of Australia’s export and import competing industries.
Australia’s current account deficit (CAD) is forecast to be around 3 per cent of gross
domestic product (GDP) in both 2000-01 and 2001-02. At these forecast levels, the CAD
will be down markedly from 5.3 per cent of GDP in 1999-2000 and well below its
average of the 1990s. In addition to the stronger balance of trade, the lower CAD also
reflects a decline in the net income deficit (NID) in response to lower world and
domestic interest rates and reduced margins between Australian and world
investment returns.

Gross national expenditure is forecast to grow at a moderate rate of around 3 per cent
in 2001-02, compared with less than 1 per cent in 2000-01. Residential construction is
expected to grow by around 5 per cent in year-average terms in 2001-02, following a
marked decline of around 25 per cent in 2000-01, with the turn around supported by
recent reductions in interest rates and the Government’s more generous First Home
Owners Scheme. The recovery in this sector is expected to gather strength as 2001-02
proceeds, with through-the-year growth of around 14 per cent. Modest growth is also
expected to resume in non-residential construction, particularly engineering
construction, following several years of decline since the recent peak in 1998-99.

Household consumption expenditure is forecast to increase by around 3 per cent in
2001-02, a little faster than in 2000-01 but well below the very rapid growth
experienced in the latter part of the 1990s (which was buoyed by strong growth in
asset prices and household wealth). Household consumption will be supported by
lower interest rates and a forecast gradual easing in petrol prices.

Employment growth in 2001-02 is expected to be slower than in recent years but grow
at around 1 per cent in year-average terms and around 1½ per cent through the year.
This largely reflects the lagged effects of slower overall economic growth in 2000-01,
particularly the downturn in the labour intensive construction sector. The
unemployment rate is expected to increase slightly, to average around 7 per cent in
2001-02 and in the June quarter 2002. This follows a period of declining unemployment
which carried the unemployment rate down to around decade lows. Prospects are
sound for a resumption in the downward trend in unemployment over the medium
term as the construction sector recovers and overall economic growth strengthens.

Inflation is forecast to decline in 2001-02, with the headline consumer price index
(CPI) rising by around 2 per cent in both year-average and through-the-year terms.
The abolition of Financial Institutions Duty and other elements of The New Tax System
will put downward pressure on consumer prices in 2001-02 and the forecasts also
incorporate a slight easing in petrol prices in line with an expected downward trend in
world oil prices.

From a domestic perspective, a key uncertainty relates to the possibility that the recent
downward trend in business and consumer sentiment is sustained over coming
quarters. This poses a downside risk to the forecasts for business investment and
consumption. On the other hand, there is a possibility that the lower exchange rate and
reductions in interest rates will provide a greater stimulus to economic growth than
has been incorporated into the forecasts.
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The world economy grew by an estimated 4.8 per cent in 2000, up from 3.5 per cent
growth in 1999 and well above long-term average growth rates. However, economic
growth slowed through the second half of 2000 and is expected to be significantly
weaker in 2001 at about 3¼ per cent, although this is only a little below the long-run
historical average. The pace of growth is expected to pick up later in 2001 and increase
to around 4 per cent in 2002 (Chart 1).
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The slowing in world economic growth in the second half of 2000 reflected the
restraining influence of earlier monetary tightenings, the rise in oil prices that reduced
business and household purchasing power, and falls in equity prices, particularly in
high-technology stocks.

The slowing in growth was particularly pronounced in the US. Following very rapid
growth in the first half of 2000, household consumption slowed and production and
investment eased in manufacturing industries following the build-up of inventories
and capacity earlier in the year. Growth also softened in Europe, and the nascent
recovery in Japan stalled. Activity in non-Japan East Asia was adversely affected by
slowing US growth as the year ended.

World growth is expected to pick up as 2001 progresses, supported by a recovery in
the US economy over the course of the year, solid growth in Europe and continued,
albeit slower, growth in East Asian economies, particularly China. With the Japanese
economy remaining sluggish, economic growth in Australia’s main export markets is
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expected to be around 2¾ per cent in 2001, down sharply from 5 per cent in 2000, but
well above the fall of 0.5 per cent recorded in 1998, during the Asian financial crisis.

In 2002, world growth is expected to rise to around 4 per cent, underpinned by
gathering momentum in the US and stronger growth in the East Asian economies.
However, the slow pace of growth expected in Japan points to Australia’s export
market growth being around 3½ per cent.

World inflation is expected to remain subdued with slower growth in the major
economies easing capacity constraints and moderating price pressures. Ongoing
productivity gains and increasingly competitive trading environments should also
help contain inflation as growth picks up in 2002.

World oil prices have declined significantly over the past six months, suggesting that
the risks to world activity and inflation from this source have abated somewhat. Prices
are expected to continue to ease, in line with the weaker outlook for the world
economy in 2001. Crude oil prices are now expected to decline from a world trade
weighted1 average of US$27.6 per barrel in 2000 to around US$23¼ per barrel in 2001,
and US$22 per barrel in 2002.

Oil prices are likely to remain volatile in the short term, reflecting uncertainty about
the action of key producers and the strength of world demand. In particular, the
actions of the Organisation of Petroleum Exporting Countries — which has already cut
production by 2.5 million barrels per day thus far in 2001 — in the face of falling
demand and prices, create some uncertainty around the forecast.

Growth in the United States was 5 per cent in 2000, although the rapid growth of the
first half gave way abruptly to very modest rates in the second half of the year. Growth
is expected to average around 1½ per cent in 2001 before rising to around 3¼ per cent
in 2002.

The first half of 2000 was marked by a surge in business and consumer spending and a
continuation of the same supply-side forces that have propelled the economy over the
past few years: ongoing realisation of synergies from new technology and improved
business practices, high levels of investment and elevated rates of productivity growth.
In the second half of 2000, the situation changed. Equity markets adjusted downwards
(particularly in high technology), consumption slowed, inventories grew, production
weakened particularly in the manufacturing sector, and some capital spending was
put on hold. The new technologies and business practices, which had underpinned the
expansion, appeared to contribute to a more rapid pass through of the change in
conditions than in the past.

The extent and duration of the slowdown in the US is expected to be mild compared
with previous episodes, moderated by relatively sound underlying macroeconomic
conditions and supportive policy settings. Growth is expected to be weak in the first

                                                          

1 The world trade weighted oil price is the average of the contract price of different types of
oil, weighted by their share of the world oil trade (that is, between countries).
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half of 2001 as inventories and excess capacity in some industries are worked off, but
should recover quickly in the second half of the year and into 2002. Consumer
spending is expected to be supported by ongoing growth in income, still relatively
high levels of consumer confidence, and by recent interest rate cuts and the prospect of
tax cuts later in the year. Investment in housing appears to have picked up in the first
part of 2001 and other investment should be supported in the longer term by
productivity growth and prospects of attractive returns on high-tech investment.
Nevertheless, risks around the US growth forecasts are substantial, with any
significant deviations in US growth from the forecast levels having the potential to
markedly affect overall world growth (Box 1).

7DEOH �� $QQXDO JURZWK LQ *'3 IRU VHOHFWHG FRXQWULHV DQG JURXSLQJV�D��E�

���� ���� ���� �����F� ���� ����

$FWXDO $FWXDO $FWXDO (VWLPDWH )RUHFDVW 3URMHFWLRQ

:RUOG ��� ��� ��� ��� � ��� �

2(&'�G� ��� ��� ��� ��� � ��� �

0DLQ 7UDGLQJ 3DUWQHUV�H� ��� ���� ��� ��� � ��� � ���

8QLWHG 6WDWHV ��� ��� ��� ��� � ��� � ���

-DSDQ ��� ���� ��� ��� ��� � ���

(XURSHDQ 8QLRQ ��� ��� ��� ��� � ��� � ���

1RQ�-DSDQ (DVW $VLD�I� ��� ��� ��� ��� � ��� � ���

�D� 3HUFHQWDJH FKDQJH RQ SUHYLRXV \HDU�

�E� *URZWK UDWHV IRU WKH :RUOG� WKH 2UJDQLVDWLRQ IRU (FRQRPLF &R�RSHUDWLRQ DQG 'HYHORSPHQW �2(&'�� WKH

(XURSHDQ 8QLRQ �(8�� DQG QRQ�-DSDQ (DVW $VLD DUH FDOFXODWHG XVLQJ *'3 ZHLJKWV EDVHG RQ SXUFKDVLQJ

SRZHU SDULW\�

�F� 7UHDVXU\ HVWLPDWHV RI :RUOG� 2(&' DQG (8 JURZWK UDWHV�

�G� 7KH 2(&' FRPSULVHV WKH 8QLWHG 6WDWHV� -DSDQ� *HUPDQ\� )UDQFH� ,WDO\� WKH 8QLWHG .LQJGRP� &DQDGD�

$XVWUDOLD� $XVWULD� %HOJLXP� WKH &]HFK 5HSXEOLF� 'HQPDUN� )LQODQG� *UHHFH� +XQJDU\� ,FHODQG� ,UHODQG�

.RUHD� /X[HPERXUJ� 0H[LFR� WKH 1HWKHUODQGV� 1HZ =HDODQG� 1RUZD\� 3RODQG� 3RUWXJDO� 6SDLQ� 6ZHGHQ�

6ZLW]HUODQG� 7XUNH\ DQG LQFOXGHV 6ORYDNLD IURP �����

�H� ([SRUW WUDGH�ZHLJKWHG EDVLV�

�I� 1RQ�-DSDQ (DVW $VLD FRPSULVHV .RUHD� 6LQJDSRUH� 7DLZDQ� +RQJ .RQJ� &KLQD� ,QGRQHVLD� 0DOD\VLD�

7KDLODQG� DQG WKH 3KLOLSSLQHV�

6RXUFH� 9DULRXV QDWLRQDO VWDWLVWLFDO SXEOLFDWLRQV� ,0) DQG 7UHDVXU\�

Japan’s economy grew by 1.7 per cent in 2000, although uncertainty about the
sustainability of the expansion remains. Growth is expected to be uneven in 2001 with
last year’s fiscal package likely to raise public investment during the first half of the
year, but with the boost to activity tapering off in the second half of the year as public
spending declines. Consumption is likely to remain subdued and investment is
expected to ease through 2001 as slower world growth and weaker demand for
high-tech products reduce exports and weaken the outlook for corporate profits. The
sharp decline in equity prices over the past year is also likely to undermine business
confidence and the investment outlook. For 2001 as a whole, growth is expected to
average around ¾ per cent, before picking up to around 1½ per cent in 2002 as the
global economy strengthens. Sustained recovery in Japan continues to be constrained
by high levels of bad debts in the banking system. The new Government has expressed
a commitment to progressing further reforms, including in the financial sector.
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Growth in the euro area strengthened in 2000, rising to 3.4 per cent, buoyed by strong
domestic and external demand. For 2001, growth is expected to moderate in the face of
a less supportive global environment. However, the euro area appears to be less
affected by the downturn in the US than some other regions and the effects are likely
to be more muted. Consumption is expected to be underpinned by rising incomes,
recent tax cuts and relatively high levels of consumer confidence. Investment, although
adversely affected by weaker export earnings and higher energy prices, is likely to be
supported by recent corporate tax cuts and relatively high levels of capacity utilisation.
In 2001, growth in the euro area is expected to be around 2½ per cent, with slightly
higher growth expected in 2002 at around 2¾ per cent, as world economic conditions
improve. Growth in the United Kingdom is expected to be more affected by the
slowdown in the US and problems associated with foot and mouth disease, with
growth slowing to 2¼ per cent in 2001, before picking up to 2¾ per cent in 2002 on the
back of stronger world growth and supportive macroeconomic policy.

The non-Japan East Asia region grew strongly in 2000, supported by strong export
demand and rising domestic demand. The region benefited from the strong growth in
the world economy and particularly from the upturn in demand for electronics in the
US, Europe and Japan.

Growth is expected to slow in 2001 with the slowdown in the US and continued
weakness in Japan expected to reduce demand for exports, particularly electronics,
industrial machinery and automobiles which have been a cornerstone of the
expansion. The impact is likely to be more pronounced for countries such as Taiwan,
Singapore and Korea which have a high electronics component in their export base.

Unfavourable domestic factors are also likely to weigh heavily on the immediate
outlook for the region, particularly in Indonesia, Thailand and the Philippines.
However, foreign exchange reserves are generally higher than immediately preceding
the Asian crisis, external positions have improved, and speculative capital inflow has
been limited, leaving countries less vulnerable to unfavourable shifts of sentiment and
capital flight.

Growth in non-Japan East Asia is forecast to decline from 7.4 per cent in 2000 to
around 5¾ per cent in 2001 before picking up to 6½ per cent in 2002, in line with the
expected recovery in the US. Excluding China (which continues to grow strongly),
growth in the region is forecast to be 3½ per cent in 2001 before rising to 4¾ per cent
in 2002.

Other emerging market economies grew strongly in 2000, but growth is likely to
moderate in 2001. Financial and economic conditions remain fragile and they remain
vulnerable to any further weakening in global conditions and/or a deterioration in
sentiment towards emerging markets.
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The path of the global economy over the next year depends heavily on
developments in the US economy. The most likely outcome in the US is that growth
will slow through the first half of 2001 as excess inventories are reduced and surplus
capital stock is unwound through lower investment and modest growth, but pick up
strongly in the latter part of the year. This relatively benign outcome would be
consistent with the generally sound underlying fundamentals of the US economy
and the stimulative impact of lower interest rates and foreshadowed tax cuts.

It is possible, however, that business conditions and business and consumer
confidence will fall further during the adjustment process leading to a deeper and
more prolonged slowdown than currently envisaged. Energy prices have risen
sharply in the US reflecting in part domestic capacity constraints in the energy sector
which could put further pressure on prices and incomes. Other factors, including a
reassessment of the wealth and income gains from investment in new technology
areas, could also adversely affect incomes and sentiment.

In these circumstances, there would likely be a sharp reduction in consumption and
investment spending. Increased uncertainty with respect to employment and
incomes would see consumption weaken, and this would be reflected in lower profit
prospects and a further decline in equity prices. With household debt already at
high levels and savings rates low, household consumption would likely be pared
back further. Reduced sales and earnings prospects and increased risk would also
likely see firms delay investment, using funds to repair extended balance sheets
instead. In this scenario, equity returns would fall, capital inflows would ease, the
large current account deficit would unwind, and the exchange rate would
depreciate.

A weaker US economy accompanied by a rapid adjustment in financial markets
would adversely affect other countries, including East Asian economies. The outlook
for Japan has already deteriorated, partly as a result of weaker global conditions, but
also due to domestic factors including weak consumer and business confidence and
unresolved problems in the financial sector. Further deterioration in the economy
and weaker confidence would expose vulnerabilities in the financial and corporate
sectors, exacerbating the adverse affects of weaker external conditions. Both Japan
and other East Asian economies are particularly vulnerable to a more severe
downturn in the US because of their specialisation in electronic products. However,
there could be some offsetting effects from lower interest rates, lower exchange
rates, and increased capital inflow where attractive investment opportunities arise.

Other countries would also be adversely affected by further weakness in the US and
Japan, through the usual trade linkages and through confidence effects.

On the upside, recent policy adjustments in several countries may forestall a further
downturn. If confidence were to turn up quickly there may be some upside risks to
the forecasts.
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In framing the forecasts for the domestic economy the exchange rate is assumed, as is
usual practice, to remain unchanged from the average levels reached in recent months,
at around US52½c and around 50 against the trade weighted index (TWI). On the basis
of these assumptions, the exchange rate would be lower on average in 2001-02 than in
2000-01, and significantly lower than its average level of around US63c and 55 against
the TWI in 1999-2000, helping to produce a solid net export performance in the face of
slower world growth.

The forecasts take into account the reductions in official interest rates since
February 2001. The reductions in interest rates are expected to be supportive of
domestic demand, especially residential investment and household consumption
spending (in particular, on consumer durables). Although the timing and magnitude
of this effect is uncertain, most of the impact from lower interest rates is expected to be
felt in 2001-02.

The forecast fall in farm production in 2000-01 largely reflects a combination of very
dry conditions in some areas and severe flooding in others. An assumed return to
normal seasonal conditions in 2001-02 would see stronger farm production
contributing to overall economic growth.

�(0$1' $1' 287387

In 2001-02, economic growth in Australia is forecast to be around 3¼ per cent in
year-average terms and a strong 4 per cent through the year to the June quarter 2002.
Average unemployment rates are forecast to be slightly higher than recent levels at
around 7 per cent, with inflation declining relative to 2000-01 and the CAD well below
its average level of the 1990s.

Gross national expenditure is forecast to grow at a moderate rate of around 3 per cent
in 2001-02, following growth of less than 1 per cent in 2000-01. Residential construction
is expected to contribute strongly to growth, with moderate growth in household
consumption, business investment and net exports (Chart 2).

Residential construction is expected to grow by around 5 per cent in year-average
terms in 2001-02, following a large decline of around 25 per cent in 2000-01, with the
turn around supported by recent reductions in interest rates and the Government’s
more generous First Home Owners Scheme. The recovery in this sector is expected to
gather strength as 2001-02 proceeds, with through-the-year growth of around
14 per cent. Modest growth is also expected to resume in non-residential construction,
particularly engineering construction, following several years of decline since the
recent peak in 1998-99.
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Following the weakness in the second half of 2000 and subdued growth expected in
the first half of 2001, economic growth is now expected to be around 2 per cent in
2000-01 in year-average terms and around 1 per cent in through-the-year terms.
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+RXVHKROG FRQVXPSWLRQ

Household consumption is forecast to increase by around 3 per cent in 2001-02, a little
stronger than the estimate of 2¾ per cent for 2000-01 (Chart 3). This follows a six year
period where consumption growth averaged a very strong 4½ per cent per annum.
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Real household disposable income in 2000-01 has been boosted by the income tax cuts
and increases in benefits flowing from The New Tax System (after an allowance for the
associated increases in indirect taxes). However, the beneficial impact of these tax cuts
on consumption expenditure was offset to some extent in the latter part of 2000 by the
effects of rising interest rates during 2000 and rising petrol prices. Slower employment
growth in 2000-01 also had a moderating effect on the growth in real household
income and consumption. In addition, the strong accumulation of wealth experienced
over recent years (Chart 4) did not continue to the same extent in 2000-01, with
relatively steady share prices, and with house prices declining in some areas and rising
less quickly than previously in other areas.
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The significant interest rate reductions since early 2001 are likely to give some boost to
consumption growth in 2001-02, as will the expected gradual downward trend in
petrol prices. On the other hand, subdued employment growth will continue to have a
moderating effect on the growth in real household income in 2001-02.
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There are few signs of major imbalances in the balance sheet of the household sector,
suggesting that the household sector’s net financial position should not act as a major
constraint on consumption growth over the forecast horizon. Household borrowing
has been strong in recent years, partially reflecting the continuing impact of financial
deregulation on the availability of credit and lower interest rates. This has increased
the debt-to-disposable income ratio to a little over 100 per cent, close to the average of
other developed economies. However, the growth in household debt has been broadly
matched by an increase in assets held by households, with the household
debt-to-assets ratio showing only a gradual increase over recent years. Further, the
household debt servicing ratio remains at a relatively modest level by historical
standards (see Chart 5), well below the peak in the late 1980s, and is likely to fall
during 2001 in response to recent declines in interest rates.

Measures of consumer sentiment have been particularly volatile over the last year,
with the Westpac-Melbourne Institute index falling by around 15 per cent prior to the
introduction of The New Tax System and then rebounding to previous levels, as the
uncertainty surrounding the introduction of The New Tax System abated. The consumer
sentiment index has trended lower over recent months, although with a significant
rebound in May. Nevertheless, it is too early yet for the full impact of lower interest
rates to be reflected in the survey responses. It is also noteworthy that retail sales
increased strongly in the March quarter 2001 (by around 1.9 per cent in real terms), at a
time when measures of consumer sentiment were declining.
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An extended period of low consumer sentiment represents a downside risk to the
consumption growth forecasts, although the recent reductions in interest rates should
be supportive of higher confidence levels.
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Following several years of strong growth, dwelling investment is expected to fall by
around 25 per cent in 2000-01 in year-average terms, before returning to a positive rate
of growth later in 2001.

In 1999-2000, building activity rose strongly to its highest level as a share of GDP in
almost 20 years, as home builders and renovators brought forward activity ahead of
the introduction of The New Tax System. This bring-forward of activity was unwound
in the second half of 2000 which, combined with the effects of higher interest rates, saw
activity in this sector decline by around 35 per cent over the September and December
quarters of 2000 (Chart 6). This decline in building activity, in turn, contributed to
weaker employment and household consumption spending.

In 2001-02, dwelling investment is expected to rebound significantly, with forecast
growth of around 5 per cent in year-average terms and around 14 per cent in
through-the-year terms. Strong growth is expected to be driven largely by improved
housing affordability and by the Government’s more generous First Home Owners
Scheme. Recent declines in interest rates should see housing affordability improve
through 2001. The First Home Owners Scheme, which encourages the construction of
new dwellings through the payment of a $14,000 grant to first home buyers, should
also provide a targeted, short-term boost to building activity in 2001-02.



����

There is a greater than normal degree of uncertainty surrounding the timing and
extent of the recovery in dwelling investment. The Government’s more generous First
Home Owners Scheme and the recent reductions in interest rates should provide a
significant boost to activity in the sector, although the timing and magnitude of this
boost is difficult to assess. Early indications suggest strong interest from home buyers
resulting from the First Home Owners Scheme.
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New business investment2 is expected to grow by around 5 per cent in 2001-02,
following approximately zero growth in 2000-01 (Chart 7). Through the year to the
June quarter 2002, new business investment is expected to grow by around 9 per cent.
The solid outlook for business investment reflects sound fundamentals: short and
long-term interest rates are near historical lows; corporate profitability (despite recent
declines) remains around historically high levels as a share of GDP, and is particularly
strong in the mining sector which is highly capital intensive; and the decline in the
exchange rate over recent quarters will give many Australian industries an important
buffer against the effects of slower world growth. Despite the forecast solid increase in
business investment in 2001-02, the level of business investment would remain slightly
below longer run averages as a share of GDP, following a small fall in 2000-01.

                                                          

2 Private sector net purchases of second-hand public sector assets can have a significant impact
on estimates of business investment and public final demand, despite the fact that these asset
purchases have no impact on aggregate economic activity. Accordingly, the forecasts of new
business investment abstract from these transactions.
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New investment in plant and equipment is expected to grow by around 3 per cent in
2001-02, and a strong 7 per cent through the year to the June quarter 2002, following
estimated growth of around 5 per cent in 2000-01. The outlook for investment in plant
and equipment is partially underpinned by expected investment in the mining sector.
After a couple of very weak years during and immediately following the Asian crisis,
conditions in the mining sector are conducive to investment, with record levels of
profitability boosted by higher prices for a range of commodities and the decline in the
exchange rate. Firms’ first investment intentions for 2001-02, as reported in the
ABS capital expenditure survey, were quite strong, although early estimates only
provide a broad indication of likely outcomes. Allowing for some impact from lower
levels of business confidence experienced over recent quarters on realisation ratios
applied to investment intentions, the investment intentions data point to solid growth
in plant and equipment investment in 2001-02.
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The risks around the outlook for plant and equipment investment in 2001-02 appear to
be balanced. On the one hand, slower domestic and world growth may point to a
weaker outlook than forecast, particularly if business confidence falls in response to
this uncertain outlook. While profits in aggregate have been around historically high
levels, there is anecdotal evidence that margins in some sectors may have been affected
by the lower Australian dollar, high energy and fuel costs, new tax payment
arrangements and weaker demand. On the other hand, relatively low short and
long-term interest rates, lower plant and equipment prices as a result of the
introduction of The New Tax System, and the potential for investment by the mining
and resource sectors over the medium term are supportive of strong investment. There



����

is also some potential for stronger than forecast investment in 2001-02 if business
confidence rebounds sharply from its current level.

New investment in buildings and structures is expected to grow by around 6 per cent
in 2001-02 and a strong 10 per cent through the year to the June quarter 2002. This
follows an estimated decline of 22 per cent in 2000-01, mainly associated with the
completion of Olympics-related projects. Strong growth in engineering construction is
expected to underpin growth in investment in buildings and structures in 2001-02, as a
number of new projects in the mining and resource sectors, and several power
generation projects, commence during the year. A stabilisation in the level of
non-residential building approvals, commencements and work-yet-to-be-done
suggests that activity in this sector may have bottomed, following two years of decline.

Investment in intangible fixed assets (that is, computer software, mineral exploration
rights and artistic originals) is expected to grow strongly in 2001-02, although at a
slower rate than in 1999-2000 and 2000-01. The outlook for intangible fixed assets is
dominated by expected strong growth in software investment, which now comprises
over 10 per cent of total new business investment. Some easing in growth of software
investment is expected in 2001-02, following the completion of work relating to the
new tax arrangements in 2000, and Y2K-related work in 1999.

,QYHQWRULHV

Private non-farm inventories are expected to contribute around a ¼ of a percentage
point to growth in 2000-01. In the first half of 2000, there appears to have been an
unanticipated run-down in inventories, especially in the retail sector, as sales were
brought forward ahead of the introduction of The New Tax System. In turn, there was
some rebuilding of inventory levels in the second half of 2000 as this net bring-forward
of sales was unwound. However, after making an allowance for this effect, there
appears to have been a modest build-up in inventory levels in the second half of 2000,
due to weaker than expected growth in sales.

Private non-farm inventories are expected to subtract around a ¼ of a percentage point
from GDP growth in 2001-02, as the modest build-up in inventories in the second half
of 2000 is gradually unwound over 2001, and more generally as firms continue to
manage down inventory-to-sales ratios to increase profitability. However, there is a
risk that the build-up in inventories may be unwound more quickly, especially if the
recent falls in business sentiment are sustained.

3XEOLF ILQDO GHPDQG

In 2001-02, real public final expenditure3 is anticipated to grow by around 2¼ per cent
in year-average terms, similar to the outcome expected in 2000-01, but well below the
5.6 per cent growth recorded in 1999-2000. The moderation relative to 1999-2000

                                                          

3 The forecasts of public final expenditure abstract from private sector net purchases of
second-hand public sector assets — see footnote 2.
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reflects the winding down of expenditure related to the peacekeeping mission in East
Timor; the start-up costs associated with tax reform; and the completion of large
infrastructure projects in some States (including the Olympics). This has been partially
offset at the Commonwealth level by the new spending initiatives on research and
development, roads and defence that are expected to commence in 2001-02.

Growth in consumption at the State level is expected to be steady, with a fall in
consumption following the Olympics offset by increased spending on roads and wage
costs. An expected fall in State underlying investment reflects the completion of a large
number of infrastructure projects in 2000-01 and decreased investment spending in
2001-02.

�(7 (;32576 $1' 7+( &855(17 $&&2817 %$/$1&(

The CAD is forecast to decline sharply from 5.3 per cent of GDP in 1999-2000 to around
3 per cent of GDP in 2000-01 and 2001-02. The decline in the CAD relative to 1999-2000
is expected to be driven by a stronger trading performance in volume terms, a rise in
the terms of trade and a lower NID. At these levels, the CAD would be well below its
average level as a share of GDP during the 1990s, and around half its earlier peaks.

1HW H[SRUWV

Net exports are expected to contribute a large 1¼ percentage points to GDP growth in
2000-01, but slower world growth in 2001 will have a significant impact on exports in
2001-02. However, net exports are still expected to contribute around ¼ of a percentage
point to GDP growth in 2001-02, reflecting the assumed lower average exchange rate in
2001-02 and the impact of modest growth in domestic demand on imports.

In 2001-02, export volume growth is expected to be a solid 5 per cent, following an
estimated 6 per cent growth in 2000-01. These growth rates are only a little below
trend, reflecting the impact of slower world growth in 2001 on Australia’s export
volumes being substantially offset by a lower average exchange rate. Export growth in
2001-02 is expected to be underpinned by strong growth in non-rural commodity
exports, reflecting the continued ramp-up of production from recently completed
projects.

Farm production is expected to fall by around 6 per cent in 2000-01 due to adverse
seasonal conditions. In 2001-02, farm production is expected to grow strongly, by
around 7 per cent (well above trend), due to the assumed return to average seasonal
conditions. Rural export volumes are not expected to fall by as much as farm
production in 2000-01, as stocks — particularly wool and wheat — are drawn down to
meet demand. As a result, rural export volumes are not expected to rebound as
strongly as farm production in 2001-02.

The impact of slower world growth — in particular in Australia’s major trading
partners — is expected to be most apparent in lower growth in elaborately
transformed manufactures (ETMs) and services exports. However, the lower average
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exchange rate should partially offset this by providing a boost to Australia’s
competitiveness, enabling Australian exporters to increase their market share. As a
result, both services (abstracting from the Olympics) and ETM export volumes are
expected to continue to grow solidly in 2001-02, albeit at rates somewhat below trend.

Import volumes are expected to grow by 4 per cent in 2001-02, up from around zero
growth in 2000-01, reflecting strengthening — but still below trend — domestic
demand growth and more modest growth in import prices in Australian dollar terms
than in 2000-01. Nevertheless, in both years, import volume growth is expected to be
well below trend growth rates.

7KH WHUPV RI WUDGH

The terms of trade are expected to increase by a strong 4 per cent in 2000-01, to be
around the highest level in a decade. Only a slight decline (¾ per cent) from these
levels is forecast in 2001-02, despite slower expected world growth. This slight decline
reflects a modest fall in the world price of Australia’s exports, partly offset by
continued weakness in the world price of Australia’s imports.

In currency neutral (Special Drawing Rights (SDR)) terms, Australia’s non-rural
commodity export prices — as measured by the Reserve Bank of
Australia’s commodity price index — are expected to continue to grow in 2001-02,
following strong growth in 2000-01. Underlying this forecast are strong increases in
negotiated contract prices for bulk commodities being partially offset by weaker prices
for base metals and mineral fuels. Contract prices for steaming coal have recently
increased by around 20 per cent in US dollar terms, coking coal by around 11 per cent
and iron ore by around 4 per cent.

Some moderation in aggregate rural prices in SDR terms from recent high levels is
anticipated, reflecting an expected rise in world agricultural production in 2001-02 (in
part driven by the continued high level of agricultural subsidies in developed
countries) and continued high levels of world stocks. This points to subdued world
prices in 2001-02, particularly for wheat and cotton. Nevertheless, world prices for beef
and wool — two of Australia’s key rural exports — are expected to increase slightly in
2001-02, building on strong gains in 2000-01, to be at their highest level in two decades
in Australian dollar terms. This reflects a relatively tight supply/demand balance in
both markets.

In Australian dollar terms, rural commodity prices are expected to remain around
historically high levels over the forecast period. While adverse seasonal conditions
have seen farm production fall by around 6 per cent in 2000-01, a return to average
seasonal conditions is expected to see farm production increase by 7 per cent in
2001-02. The relatively unusual combination of high prices and strong production
should see farm incomes increase to historically high levels in 2001-02.
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7KH FXUUHQW DFFRXQW GHILFLW

The CAD is forecast to decline sharply in 2000-01, to 3 per cent of GDP, down from
5.3 per cent of GDP in 1999-2000. The decline in the CAD is expected to be driven by a
stronger trading performance in volume terms, a rise in the terms of trade and a lower
NID. In 2001-02, the CAD is expected to remain around 3 per cent of GDP.
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The NID is forecast to remain a little below 3 per cent of GDP, despite a continued
(albeit more moderate) build up in Australia’s net foreign liabilities as a share of GDP.
This outcome reflects lower Australian and world interest rates, and the significant
narrowing in the difference between the yield on foreign investment in Australia and
the yield on Australian investment abroad over recent years. Recent trends in the NID
are discussed in more detail in the Centenary edition of the Economic Roundup.

�+( /$%285 0$5.(7

Employment growth in 2001-02 is expected to be slower than in recent years at around
1 per cent in year-average terms and around 1½ per cent through the year. This largely
reflects the lagged effects of slower overall economic growth in 2000-01, particularly
the downturn in the labour intensive construction sector (Box 2).
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Employment in the construction sector declined by around 55,000 in total over the
December 2000 and March 2001 quarters, with likely flow-on effects to other sectors,
including employment in parts of the manufacturing sector involved in the production
of building materials. These effects are expected to be reversed gradually as the
construction sector recovers during the course of 2001-02, with the turn around likely
to be most apparent in the second half of the year.
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The unemployment rate is expected to increase slightly from recent levels, to average
around 7 per cent in 2001-02 as a whole and in the June quarter 2002. Monthly data are
likely to vary significantly around these averages. Recent falls in the various job
vacancy series suggest that weak employment outcomes are likely over coming
months, which is expected to put some upward pressure on the unemployment rate.
However, as in previous short periods of slower GDP growth (identified by the circled
periods in Chart 9), the increase in the unemployment rate is expected to be relatively
small and quite brief. Continued moderate growth in wages will help to limit the
extent and duration of the rise in unemployment. Prospects are sound for a
resumption of the downward trend in unemployment over the medium term as the
construction sector recovers, overall economic growth strengthens and the benefits
from earlier labour market reforms and more general microeconomic reforms,
including taxation reform, continue to accrue.

Productivity growth (on a heads basis) is forecast to reach a cyclical low in 2000-01
before rebounding solidly in 2001-02 to 2¼ per cent. Some of the factors likely to
influence the medium-term trends in productivity are discussed in Budget Paper No. 1,
Statement 4.
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Industries in Australia differ markedly in terms of their labour intensity and
therefore their levels of labour productivity (Chart 10). For example, mining
accounts for around 5 per cent of total output, but employs just 1 per cent of the
workforce and therefore has a high level of labour productivity (output of around
$300,000 per person employed in the industry) and is relatively capital intensive. In
contrast, construction is relatively labour intensive with levels of labour
productivity (output of around $50,000 per person employed in the industry) a little
below the economy-wide average.
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In 2000-01, as the composition of economic activity shifted away from relatively
labour intensive industries such as construction, and towards relatively capital
intensive industries such as mining, the impact of the slower overall economic
growth on the labour market was more pronounced. As the construction industry
recovers during 2001-02, this effect will be unwound gradually.

                                                          

4 The following industries are aggregations of ‘similar’ ABS standard industry classifications:
distributional services include wholesale trade, retail trade and transport and storage;
business and investment-related services include finance and insurance, and property and
business services;  consumer services include accommodation, cafes and restaurants, cultural
and recreational services, and personal and other services; and human capital services
include government administration and defence, education, and health and community
services.
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Wages have continued to grow at a moderate pace in 2000-01, consistent with slower
economic and employment growth and the moderate increase in unemployment.
Importantly, there has been little evidence to date of widespread wage increases in
response to price changes following the introduction of The New Tax System.

Average earnings growth on a national accounts basis (AENA) is expected to be a
moderate 3½ per cent in 2000-01. Abstracting from the increase in the superannuation
guarantee charge on 1 July 2000, AENA is expected to grow by 3 per cent in 2000-01.

In 2001-02, growth in AENA is expected to increase to 3¾ per cent, as economic growth
strengthens and is reflected in slightly firmer labour market outcomes as the year
progresses. The forecast incorporates the recent ‘Living Wage Case’ decision.

The pace of the pick up in economic activity and the timing of its impact on the labour
market represent a key source of uncertainty around the wages outlook.

While the introduction of The New Tax System does not appear to have influenced
wages growth to date, there remains a residual risk to wages over the forecast period
(for example, if union campaigns were to be successful). Recent enterprise bargaining
data indicate that the proportion of employees covered by agreements that include
inflation-related clauses has increased. However, there is no rationale for higher wages
to compensate for the price effects of The New Tax System, given the significant
personal income tax cuts and increases in benefits contained in the package.

�5,&(6

In 2000-01, ‘ongoing’ inflation (that is, inflation excluding the impact of The New Tax
System) is expected to be around 3¼ per cent in both year-average and
through-the-year terms. The increase in ‘ongoing’ inflation relative to the 1999-2000
outcome of 2.4 per cent in year-average terms largely reflects the effect of the increase
in petrol prices over calendar year 2000.

The New Tax System is expected to increase the CPI by around 2½ per cent through the
year to the June quarter 2001, with this effect having been felt largely in the September
quarter 2000. Taking together the estimates of ‘ongoing’ inflation and the impact of
The New Tax System, the CPI is expected to increase by 6 per cent in year-average terms
in 2000-01 and by 5¾ per cent through the year to the June quarter 2001.

The CPI increased by 1.1 per cent in the March quarter of 2001. This higher than
expected outcome largely reflected the effect of flooding in northern New South Wales
and southern Queensland on fruit and vegetable prices and the effect of increased
world demand for Australian meat products. The sharp rise in fruit and vegetable
prices is likely to be at least partly reversed in coming quarters as supply returns to
more normal levels. There were also the usual seasonal increases in the price of
education, pharmaceuticals and childcare. Petrol prices fell 3.7 per cent in the quarter,
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in response to lower world oil prices and the Government’s decision to reduce excise
on petrol (and abolish indexation) in early March. Looking through these influences,
the CPI increased by a moderate 0.6 per cent in the March quarter, following the very
low increase of 0.3 per cent in the December quarter.

Inflation is forecast to decline in 2001-02, with the headline CPI rising by around
2 per cent in both year-average and through-the-year terms. The abolition of Financial
Institutions Duty (FID) and other elements of The New Tax System will put downward
pressure on consumer prices in 2001-02 and the forecasts also incorporate an allowance
for a slight easing in petrol prices in line with an expected downward trend in world
oil prices. Wages growth is expected to remain moderate, at around 3¾ per cent,
helping to ensure that growth in labour costs remains well contained. The inflation
forecasts also make an allowance for some impact on consumer prices of the decline in
the Australian dollar over recent quarters.

Measures introduced as part of The New Tax System (including the abolition of FID and
stamp duty on marketable securities from 1 July 2001, as well as the early introduction
of input tax credits for motor vehicles) are expected to reduce the CPI by between a ¼
and a ½ of a percentage point in both year-average and through-the-year terms.
Leaving aside this effect, ‘ongoing’ inflation is expected to be around 2¼ per cent in the
year to the June quarter 2002.

A number of key uncertainties surround the inflation outlook, particularly for 2001-02.
If world oil prices or the value of the Australian dollar differ substantially from their
assumed levels, this could pose risks to the inflation forecasts on both sides. The
inflation forecasts are also based on the historical pass-through from exchange rates
into the CPI. However, in recent years, exchange rate movements appear to have had
less impact on the CPI than was the case on average over recent decades. If this
reduced pass-through from the exchange rate to the CPI were to continue, inflation
could be lower than forecast.
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From a domestic perspective, a key uncertainty relates to the possibility that the recent
downward trend in business and consumer sentiment is sustained over coming
quarters. While the relationship between business and consumer sentiment measures
and actual growth outcomes can be loose, if the recent falls in these measures were
sustained there may be downside risk to the forecasts for business investment and
consumption.

On the other hand, there is a possibility that the lower dollar and lower interest rates
will provide a greater stimulus to economic growth than has been incorporated into
the forecasts. There is also the potential for stronger than forecast investment and
consumption in 2001-02 if business and consumer confidence were to rebound sharply
from their current levels.

The dwelling sector is expected to rebound strongly in 2001-02, although, there is a
greater than normal degree of uncertainty surrounding the timing and extent of this
recovery. In particular, while the Government’s more generous First Home Owners
Scheme and the recent reductions in interest rates should provide a significant boost to
activity in the sector, the timing and magnitude of this boost is difficult to assess.

The key international uncertainty is how the US economy will evolve over the next few
quarters. The most likely outcome is that growth will slow in the first half of 2001 as
excess inventories are unwound and excess capacity is pared back, but will pick up
quickly once the adjustment is complete. In this case the impact on the rest of the
world would be relatively mild and transitory. However, if falls in consumer and
business confidence were to translate into weaker demand then the deterioration in
confidence would likely become self-reinforcing and the outcome would be a deeper
and more prolonged period of weakness than currently envisaged.

Japan and the non-Japan East Asian region would be adversely affected if a sharp and
severe downturn in the US were to occur. The Japanese economy has been weak for
some time, unable to gather momentum despite substantial fiscal stimulus. With
short-term policy options now limited and unresolved problems in the financial and
corporate sectors continuing to weigh heavily on consumer and business sentiment,
Japan is exposed to any further deterioration in global economic conditions. Weaker
external demand would see a further erosion of confidence and increase the chance
that the economy would fall back into recession.

A sharper than forecast slowdown in the US and in Japan would adversely affect
several regions, but especially non-Japan East Asia. Asian economies have relied
heavily on export-led growth to support recovery over the past few years and are
vulnerable to a broad based slowdown in global demand. The Asian economies have
also become increasingly integrated with the US economy through the information
technology production chain, and are exposed to a weaker US economy through this
channel. With several Asian economies facing domestic problems and further progress
on structural reforms necessary to strengthen their resilience to external shocks, there
is a risk of substantial spillover effects in the region if economic conditions either in the
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US or Japan were to deteriorate substantially. However, the lower interest rates
provide some relief and the gradual decline in oil prices is also helpful for oil
importing countries.

A significant slowdown in the US economy, combined with weaker growth in
East Asia would result in a more broadly based global slowdown. This would translate
into some downside risk to the outlook for Australia’s export growth, especially in
2001-02 and hence represents a downside risk to the outlook for Australia’s GDP
growth in that year.
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There is mounting evidence that the exceptional lift in productivity growth in the
United States (US) economy in the late-1990s was largely the result of the productive
diffusion of information and communication technology (ICT) throughout the
economy. In Australia, a sound macroeconomic policy framework has encouraged
competition and created a strong incentive to apply productivity-enhancing ICT
advances in the Australian economy. This has created the potential for Australia to
experience an extended period of strong productivity growth in coming years.
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Productivity growth underpins economic and social advance.

In the second half of the 1990s, the US economy achieved a significant lift in
productivity and gross domestic product (GDP) growth, together with unusually low
levels of both inflation and unemployment. There is evidence that this exceptional
performance was substantially the result of the productive diffusion of ICT throughout
the economy supported by highly competitive markets and a favourable investment
climate. The US has been able to take advantage of this capital investment — often
substituting labour — because of extremely flexible labour markets and the absence of
rigidity in employment laws.

Computers and the means to link them in networks have been available for almost half
a century, and have long been perceived as the next major ‘general purpose
technology’, capable of pervasive application throughout the economy. However, it is
only in the 1990s that these technologies have become cheap enough, and have been
deployed widely enough in open, low-cost, Internet-based networks, to provide
significant benefits to businesses and consumers. Although much of the discussion
surrounding this general purpose technology has focused on the production of ICT,
historically the greatest benefits of such technologies have come not from their
production but from their use throughout the economy.

In the second half of the 1990s, Australia also experienced very strong economic
growth by historical and international standards, combined with low inflation and
falling unemployment. As with the US, this performance was underpinned by high
productivity growth rates, allowing the economy to grow faster without inflationary
pressures emerging.

Despite these broad similarities, the initial improvement in Australian productivity
growth in the early-1990s preceded the ICT triggers at work in the US. Australian
productivity growth during the early-1990s appears to have largely reflected structural
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reforms, particularly to improve the performance of government business
enterprises (GBEs), many of which were not previously subject to competition.

More recently, the Government has established a sound and responsible
macroeconomic policy framework favourable to low inflation, low interest rates and
high investment, and continued to implement further major structural reforms,
including more flexible labour markets. This has encouraged competition and created
a strong incentive to apply productivity-enhancing ICT advances throughout the
economy. Indeed, Australia is now among the most extensive users of ICT in the
world.

The Government has also promoted the efficient use of ICT directly through a range of
policies and institutions, including the recently announced Backing Australia’s Ability —
An Innovation Action Plan for the Future, the largest group of measures ever proposed
by an Australian government to foster innovation.

Given Australia’s rapid adoption of ICT and sound macroeconomic policy framework,
there is strong potential for a further wave of productivity growth in coming years.
Such sustained high productivity growth would provide a firm foundation for solid
economic growth and rising living standards in Australia over the longer term.

The recent slowdowns in growth in Australia and the US are likely to cause some
cyclical slowing in productivity growth. But despite this, and despite the recent falls in
equity prices of ICT companies in the US, the potential productivity gains to the entire
economy from utilising the recent wave of Internet-based computer applications
remains high. As the Organisation for Economic Cooperation and
Development (OECD) noted in its May 2001 Report on The OECD Growth Project1,
analysing the reasons for improved performance in the US, Australia and a few other
OECD economies:

‘… it would be wrong to conclude that there was nothing particularly
exceptional about the recent US experience or that of other countries whose
potential growth has been lifted.’2

Realising that potential will require maintenance of a good investment climate and
further structural reforms. In particular, vibrant competition will need to be
maintained and labour markets will need to continue to become more flexible to
facilitate corporate re-design and the creation of new jobs from productivity-enhancing
applications of the new technologies.

1 OECD (2001), The New Economy: Beyond the Hype, Final report on the OECD Growth Project,
Meeting of the OECD Council at Ministerial Level.

2 OECD (2001), p 5.
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Following almost sixty years of strong growth since 1913, US labour productivity
growth slowed significantly to a little over 1 per cent a year from the early 1970s to the
early-1990s. The earlier productivity surge from deploying the great inventions of the
late 19th century seemed exhausted.

However, since 1995 the US has experienced a sustained return to very rapid
productivity growth, rising incomes, low unemployment, and low inflation.

Economic analysts attribute an important role in the acceleration of US productivity
growth to the diffusion throughout the economy of computer and related
communication technologies. Economic historians identify ICT as a ‘general purpose
technology’ with the potential for pervasive, productivity-enhancing applications
throughout the entire economy, analogous to the application of electricity at the
beginning of the last century — see Box 1.

These developments represented such significant changes in economic trends that
US economic commentators, academics and officials speak of a ‘new economy’.

%R[ �� +LVWRULFDO H[SHULHQFHV RI QHZ WHFKQRORJLHV DQG SURGXFWLYLW\
JURZWK VXUJHV

Most innovations are incremental, involving steady improvements within the
framework of existing technologies. But there is a special class of ‘radical
technologies’, which could not have evolved through incremental improvements in
the technology that they displace (for example, synthetic fabrics or the transistor).
Within the category of radical technologies, economic historians have identified a
very small group of ‘general purpose technologies’ that have great economic
significance because they can be applied to a broad range of sectors within the
economy, and have many complementarities with other, existing technologies.

Identification of general purpose technologies is in part subjective, but on one
reckoning, there have been only about a dozen general purpose technologies in the
history of modern humans (that is, about 40,000 years): the domestication of crops;
the domestication of animals; bronze; iron; the water wheel and windmill; the
three-masted sailing ship; the printing press; automated textile machinery; the
steam engine; electricity; the internal combustion engine; and the computer.

   Continued…
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The first industrial revolution, the then-unprecedented burst of high productivity
growth in the United Kingdom (UK) from 1760 to 1830, arose in part from the
diffusion of two general purpose technologies, the steam engine and automated
textile machinery. The second industrial revolution in the US from 1913 to 1972 also
arose in part from the diffusion of two more general purpose technologies,
electricity and the internal combustion engine, together with other major inventions
of the late 19th  century. (Economic historians have used the label of ‘industrial
revolution’ to refer to any great acceleration of output and productivity growth that
is pervasive and economy-wide.)3

Getting the most from general purpose technologies requires extensive corporate
re-design, often involving extended trial and error and ‘learning by doing’. For
example, the full benefits from the electrification of factories required a completely
new conception of factory layout, of job design, of training to convey relevant skills,
and of management of workers and workflow, as epitomised in Henry Ford’s
production line.4 So slow and demanding was the process of diffusion that the
productivity pay-offs from the application of electricity and the internal combustion
engine, both general purpose technologies of the late 19th century, were still being
felt in the middle of the 20th century.

The computer (used here as shorthand for the related group of ICTs including the
Internet and the World Wide Web (WWW)) has been the 20th century’s only new
general purpose technology.

�+( �1,7(' �7$7(6 ‘1(: (&2120<’

The US achieved a major lift in economic performance in the second half of the 1990s:5

•  Productivity growth accelerated considerably, averaging over 3 per cent per year
compared to 1.4 per cent for the previous 20 years. In contrast, labour productivity
growth in the other G-7 economies slowed over the same period.

3 Gordon, R.J. (2000), Does the ‘New Economy’ Measure up to the Great Inventions of the Past?
NBER Working Paper No. W7833, p 17.

4 David, Paul, A. (1990), The Dynamo and the Computer: an Historical perspective on the Modern
Productivity Paradox, American Economic Review, Vol 80, No. 2, pp 355-361.

5 The Annual Report of the Council of Economic Advisers (CEA), Economic Report of the
President,  January 2001
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•  Real GDP growth rates averaged above 4 per cent per annum, almost half as fast
again as in the previous 20 years.

•  The unemployment rate fell to below 4 per cent — the lowest level in a generation.
Disadvantaged groups have shared in the improvement.

− African-American unemployment has fallen from 13 per cent in the early-1990s
to under 8 per cent in 2000, and Hispanic unemployment fell from almost
11 per cent to under 6 per cent. In both cases, these are the lowest rates since
separate statistics began to be collected in the early-1970s.

•  Real hourly wages in the private sector rose (after a period of contraction in the
late-1980s and early-1990s).

•  Poverty rates fell across the board, with the largest improvements for the most
disadvantaged groups. The incomes of the poorest 20 per cent of households grew
slightly faster than the incomes of the richest 20 per cent.

Changes of just a percentage point or two in single-digit growth rates in productivity
and GDP might seem small. But their compounded effects on American real incomes
and wealth have already been significant.

‘Thus the United States today is some 10-15 per cent richer than mainstream
economists would have dared to forecast a decade ago. It has an unemployment
rate — a hair more than 4 per cent — that is two percentage points lower than
mainstream economists would have dared to forecast a decade ago. And it has a
much more favourable short-term inflation-unemployment trade-off than the
US economy had a decade ago, when a decline in unemployment below
6 per cent set off increases in inflationary pressures reminiscent of the late 1960s
or the late 1970s.’6

�+( 52/( 2) ,1)250$7,21 $1' &20081,&$7,21 7(&+12/2*<

The technological key to this strong US performance in the second half of the 1990s has
been the rapid rise in ICT investment, together with the intense competition that
created the incentive for that investment, and the macroeconomic policy framework
that created a favourable investment environment and low interest rates.

This rapid investment in new technology was made possible by the highly flexible
nature of product and labour markets in the US. The lack of labour market rigidities in
the US, particularly in relation to employment dismissal laws, has allowed existing

6 Delong, J. B. (2000), What Went Right in the 1990s? Sources of American and Prospects for World
Economic Growth, Paper to Reserve Bank of Australia 2000 Conference ‘The Australian
Economy in the 1990s’, p 13.
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firms to freely and efficiently substitute labour for capital in areas where there is
potential for such decisions to improve the production process. This regulatory
framework sends a clear signal that innovation and risk taking is encouraged by
reducing unnecessary administrative regulations and instilling positive attitudes
towards entrepreneurship. This has been a major factor behind the emergence of the
US as a centre for ICT development. In turn, this creates an environment conducive to
the creation of innovative startup firms, which contributed to the rapid employment
growth seen over the same period.

New technologies that permitted the personal computer (PC), cheaper
telecommunications and the Internet have been available for many years. However it
was only in the 1990s that diffusion of the Internet and the WWW, accelerating falls in
ICT prices and the emergence of user-friendly computer software, has allowed these
technologies to interact on an unprecedented scale, and has allowed ordinary people
and small businesses to use them productively — see Box 2.



���

%R[ �� 7KH HYROXWLRQ RI LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJLHV

From at least the onset of the 1972 to 1995 productivity slowdown in the US,
economists had pondered what became known as the ‘Solow paradox’: the impact of
computers could be seen everywhere except in the productivity statistics.7

A timeline of significant commercial computer and ICT developments helps explain
the technological basis to the very slow economic process of diffusion of ICT
throughout the economy. The technological foundations were laid in the 1950s for
commercial computing, and even for business-to-business (B2B) e-commerce (albeit
through expensive, closed and inherently anti-competitive proprietary systems,
rather than the cheap and open Internet). But the economic diffusion of ICTs in
large, valuable networks that could link most businesses and many households,
awaited the remarkably recent development of low-cost, high-powered computers,
low cost telecommunications, the Internet and the WWW, and — perhaps most
importantly of all — software that made it easy for ordinary people to use
computers:

1951 UNIVAC I, first commercial mainframe computer goes on sale.

1957 SABRE, first proprietary B2B (originally airline reservations within
American Airlines, subsequently made available to other airlines).

1980 First spreadsheet software.

1981 First IBM personal computer.

1983 Transition to TCP/IP protocols create the current Internet.

1984 Apple Macintosh ‘point and click’ interface.

1992 WWW software and protocols launched.

1995 Microsoft Windows 95 makes ‘point and click’ available to PC users.
Use of Internet for commercial transactions starts to gain momentum.

The melding of all these advances into large networks was critical to their economic
value. Economists analyse e-commerce and the Internet in terms of ‘direct network
economies’. A direct network economy arises in two-way communications
networks, where each new customer increases the value of the network to all
previous customers. Users of the network receive increasing returns in
consumption. For example, the English language is a communications network, and
every additional speaker of English increases the value of the language to all
existing speakers. So are the TCP/IP protocols on which the Internet rests. So are all
applications of the Internet, such as B2B exchanges.

7 Solow, R. (1997), We’d Better Watch Out, The New York Times Book Review, 12 July 1987,
p 36.
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The 2001 Annual Report of the Council of Economic Advisers (CEA)8 marshals analysis
of the last few years in attributing the pick-up in productivity growth to a combination
of mutually reinforcing advances in ICT, business practices and economic policies.
This need for competitive pressures and good policies to create a positive investment
climate has also been important in the previous diffusion of other general purpose
technologies.

For example, the original spread of electric power and light through the US economy
did not acquire real momentum until the 1920s, although central generating systems
for electric power appeared in New York and London in the 1880s. The diffusion of
electric technology did not proceed until the fall in regional utility rates for electricity
which followed deregulation in 1914 to 1917 (analogous to the accelerated fall in the
prices for computers in the mid-1990s). Large investments in both equipment and new
human skills were necessary to reap the ultimate advantages of electrification, so a
good overall investment climate and a low cost of capital was necessary. This was
provided in the expansionary macroeconomic climate of the 1920s.

As with many new general purpose technologies, there was a long initial period of
business ‘learning by doing’ and trial and error in getting the most out of electricity,
and the first lessons from isolated successes could not be communicated efficiently to
the diffuse range of potential beneficiaries.

Competition has been an important factor in driving economic advances from ICT,
both within the ICT-using industries and in the ICT industries themselves:

‘… in 1999, some 60 per cent of US spending on computers was sourced from
imports, while some 50 per cent of domestically produced computers were
exported. International competition has reinforced competition at home.
… Antitrust laws limit corporate conduct that undermines competition and
consequently harms consumers. … Regulatory policies have also promoted
competition.’9

US research has extensively explored the extent to which accelerated productivity
growth has arisen within the ICT sectors themselves, compared to the productivity
gains from the use of ICT in the broader economy. Estimates differ in detail because
some are constructed from the production side of the national accounts, some from the
consumption side and some from the average of the two. Estimates also differ in the
amount of the overall productivity acceleration they estimate to be structural, rather
than cyclical. But almost all tell the same broad story. The CEA Report is
representative in estimating that, of the 1.6 percentage point acceleration in annual
productivity growth:

8 CEA (2001).
9 CEA (2001), p 47.
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•  Around 11 per cent can be attributed to total factor productivity (TFP) growth in
computer producing industries.

•  Around 63 per cent can be attributed to TFP improvements throughout the rest of
the economy. This implies that improvements in the ways capital and labour are
used throughout the economy are central to the recent acceleration in productivity.
Some of these gains have likely resulted as firms learn to apply innovative
information technology to their particular business and production methods.

•  Most of the remainder can be attributed to capital deepening, as the non-ICT sectors
invested more in ICT.

So the US productivity surge has largely been the result of the productivity-enhancing
application of ICT breakthroughs by rapidly restructuring companies, driven by
competitive markets and a macroeconomic environment supportive of high
investment and low interest rates.
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Between March 2000 and April 2001, the ICT-heavy NASDAQ index fell by around
two-thirds of its total value. This extraordinary volatility bears the hallmark of
previous stock market ‘bubbles’ with a rapid run-up in values beyond any supporting
data on earnings potential, followed by an equally rapid collapse without any obvious
trigger. Has the ICT boom run its course, and might its contribution to the
US productivity acceleration already have passed?

Some bubbles in asset markets arise merely from excesses of credit, of greed or of both.
But most have at their base some plausible hope for profit from burgeoning demand
for a new product (such as for tulips in 17th century Holland), or profits from
resources from a new frontier, or a new politically-guaranteed monopoly (such as the
South Sea bubble in 18th century England), or from a new technology. In short,
bubbles frequently arise when the fundamentals become difficult to assess — see
Box 3.
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Most major technological innovations have caused a ‘bubble’ in the prices of equities
in associated companies.

There are similarities in the recent enthusiasm for ICT stocks to the railway age from
the 1840s to the 1890s. In the UK, vast sums were raised on the stock market to
finance new railway lines, but ‘…most railway companies never paid a penny to
shareholders, and many went bust, largely because over-investment created excess
capacity. The Great Western Railway was for decades the most admired railway
company in Britain, yet anyone who had bought shares at its launch in 1835 (at a
fraction of their peak in 1845) and held them until 1913 would have seen an annual
return of only 5 per cent. Even so, the railways brought huge economic benefits to
the economy long after share prices crashed.’10

In the US alone, there were once 5,000 railway firms, almost all of which have now
disappeared. The real beneficiaries of the US railway boom were the small firms and
farmers who benefited from the opening up of the continent.

There are also similarities to the more recent productivity surge from the 1890s to
the 1950s driven by the diffusion of the late-19th century’s two general purpose
technologies, electricity and the internal combustion engine, together with other
radical technologies such as radio, sound recording and movies, aeroplanes and
industrial chemistry.

Profits and share prices of the early electricity firms were disappointing. During the
electrification of American industry, profits actually fell slightly as a share of GDP,
as competition drove manufacturers to pass cost savings through to consumers.
A few of the ‘new economy’ firms at the beginning of the last century, producing the
technologies of the electric age, prospered and have survived into the computer
age (such as the archetypical ‘General Electric’, the only company listed in the Dow
Jones Industrial Index today that was also included in the original index in 1896).
But references to many other firms and their brand names are now to be found only
in the Smithsonian museums. In contrast, the whole-of-economy beneficiaries of the
electric age are everywhere.

In the US alone, there were initially 2,000 automobile firms; now there are three, all
with ownership links or corporate collaborations beyond US borders. The other
firms were all driven out, over the years, through consolidations, while the quality,
diversity and cost of motor transport options has improved rapidly.

10 Economist, The New Economy: Untangling E-conomics, Survey, 23 September 2000.
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The more radical or potentially pervasive the new technology, the more difficult it is to
reasonably foresee just which firms might profit from it, when, or by how much.

With a radical or a general purpose technology, it is likely that the initial production of
the key goods and services embodying the new technology will be undertaken by
a specially created firm with no previous history or earnings from any other source.
Existing firms in competing areas using earlier technologies typically have a vested
interest in maintaining that technology, and are burdened with the cost of servicing the
capital tied up in those technologies.

So, frequently the firms exploiting new technologies defy benchmarking by historical
record or the usual tools of the equity market analyst. For example, their share price
might reasonably be positive — they have some prospect of producing a future stream
of earnings — but their actual earnings are zero or negative, so their current
price-earnings ratio is undefined, and their effect on the average price-earning ratio for
the equities market as a whole is to move it towards new heights, as has been observed
of the US market over recent years.11

With the recent slowdown in the US economy, some slowdown in productivity growth
has occurred, as usual cyclical ‘labour hoarding’ occurs. However, that should not be
interpreted as the end of ICT-driven productivity growth. There seems to be abundant
scope for future ICT efficiencies throughout the economy. For example, e-commerce
efficiencies have not yet made much of a contribution to productivity growth. On one
estimate of the value of business-to-consumer (B2C) and B2B commerce in the US
in 1999, and assuming such sales were 10 per cent cheaper than if they had taken place
thorough traditional channels, those resource savings may only have accounted for
less than 0.1 of a percentage point of the increase in multifactor productivity (MFP)
growth in the second half of the 1990s.

As with earlier radical and general purpose technologies, the greatest gains from
future ICT applications are likely to flow to the users, not the producers. As noted in
the OECD’s Report on the Growth Project:

‘ICT is important for growth, but having an ICT-producing sector is not a
prerequisite. … Moreover, only a few countries will have the necessary
comparative advantages to succeed in ICT output. The key to benefiting
from ICT is to focus on policies to foster its use, rather than its production.’12

11 Shiller, R. J., Irrational Exuberance (2000).
12 OECD (2001), p 9.
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For tomorrow’s Internet-driven ICT applications in particular, it should be
remembered that the Internet is an open system which inherently tends to lower entry
barriers and intensify competition. That will be good for companies, workers and
consumers who can flexibly change their practices to use the new technologies, but it is
unlikely to be a path to riches for many of the investors in the production of the
technologies themselves.
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Australia’s economic performance in the 1990s and particularly in the second half of
the decade was as remarkable as that of the US. Economic growth was strong and
sustained, the unemployment rate fell to around the lowest level in a decade, yet
inflationary and wage pressures remained subdued.

•  Following the recession of the early-1990s, gross domestic product (GDP) growth
strengthened, with nine years of positive growth. This strong performance included
thirteen consecutive quarters of through-the-year growth above 4 per cent — the
longest run of such growth recorded in the history of the quarterly National
Accounts (since September 1959).

•  The unemployment rate fell from an historic high of 11.2 per cent in December 1992
to 6.0 per cent in September 2000 — the lowest level in over 10 years.

•  Inflation averaged 2.3 per cent in the 1990s, compared to over 8 per cent in
the 1980s and over 10 per cent in the 1970s.

As was the case in the US, this exceptional performance was underpinned by very
strong productivity growth rates.

During the 1990s, productivity growth rates in Australia returned to levels not seen
since the late 1960s. The pick-up in productivity growth has been particularly
noteworthy because it has occurred across all measures of productivity: labour, capital
and MFP — Table 1.

7DEOH �� 3URGXFWLYLW\ JURZWK UDWHV LQ $XVWUDOLD �DQQXDO DYHUDJH�

/DERXU &DSLWDO 0XOWLIDFWRU

6HFRQG KDOI RI ����V ��� ���� ���

����V ��� ���� ���

����V ��� ���� ���

����V ��� ���� ���

/RQJ WHUP DYHUDJH �VLQFH �������� ��� ���� ���

6RXUFH� $%6 &DW� 1R� �������

Capital productivity in any modern economy is usually in secular decline, as new
investments are added to a slowly growing labour supply. But Australia’s capital
productivity fell very rapidly from the 1960s to the 1980s, because of inefficiency in
allocating and operating investments. In the 1990s, capital productivity declined at a
much slower rate than previously, as sharpened competition and more flexible
markets (including labour markets) permitted more efficient resource allocation and
more intensive use of the existing capital stock — see Box 4.
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Traditionally, capital productivity has declined due to increasing capital intensity.
The capital-to-labour ratio has increased in all but a few years since the mid-1960s,
reflecting a greater reliance on the use of machinery in the production process.
By definition, this has the effect of increasing the relative productivity of workers
and lowering the relative productivity of capital.
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However, in the 1990s capital productivity growth has been relatively stable, a clear
break from the downward trend of previous decades.

This moderation in the decline of capital productivity can be attributed to the
widespread structural reform that has been implemented since the mid-1980s.
It provides evidence that resources are now being directed into more productive
and efficient areas, increasing economic returns to investment within the Australian
economy, with economic benefits to all Australians.



����

This strong productivity performance has gained both domestic and international
recognition. The May 2001 OECD Report of the Growth Project highlighted Australia
as one of only three countries (together with the Netherlands and Ireland), to
experience markedly stronger trend growth of GDP per capita in the 1990s, largely as a
result of improvements in productivity.

The strong growth in MFP in the 1990s also highlights the fact that Australia’s
productivity surge did not simply reflect an increase in capital investment —
commonly referred to as capital deepening — Chart 2. Instead, it reflected underlying
improvements in the overall efficiency of the economy: the skill with which capital and
labour were combined and managed.
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Despite the similarities between the magnitudes of the Australian and US productivity
accelerations, there are important differences. Following a period of weak growth in
the 1980s, Australian productivity growth accelerated strongly in the early-1990s. This
initial surge began too early to have been initiated by the diffusion throughout the
economy of those recent ICT breakthroughs that powered the US surge. Instead the
Australian productivity improvement was triggered by a wide-ranging structural
reform programme.

Reforms such as the reduction of external barriers to trade and increased access to
essential infrastructure through the National Competition Policy (NCP), began the
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process of increasing competition and improving the underlying efficiency of the
Australian economy.

The effects of this reform can be seen by examining an industry breakdown of labour
productivity growth rates in the early 1990s. Those sectors that were the primary focus
of reform, including financial services and those sectors previously dominated by
government owned monopolies, experienced very rapid productivity growth — see
Chart 3.
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In the second half of the 1990s, Australia stepped up the reform process. The New Tax
System replaced a range of narrowly-based indirect taxes, reducing the distortion of
production and consumption choices. Enterprise bargaining replaced the centralised
setting of wages and conditions of employment, with wage rises now set in a more
competitive, flexible environment and more dependent on productivity improvements
in particular workplaces.

The  Government also established a transparent, medium-term macroeconomic policy
framework. In August 1996, the Statement on the Conduct of Monetary Policy formalised
the objective of ‘keeping underlying inflation between 2 and 3 per cent, on average,
over the cycle’ and gave the Reserve Bank of Australia (RBA) operational
independence in meeting that objective. The Government also adopted a medium-term
fiscal objective of achieving underlying budget balance, on average, over the economic
cycle. The credibility of fiscal policy was also enhanced through accrual accounting
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and superior transparency arrangements legislated into the Charter of Budget
Honesty.

This combination of a sound and responsible macroeconomic policy framework and
ongoing structural reform has continued to directly improve the underlying
productivity of the Australian economy by creating a more dynamic and competitive
environment.

�+( 52/( 2) 1(: 7(&+12/2*< ,1 �8675$/,$

In pursuing productivity improvements within this highly competitive environment,
Australian firms have applied new technology. Indeed, Australia is now amongst the
most intensive and sophisticated users of new technology in the world, with recent
OECD estimates ranking Australian spending on ICT as a percentage of GDP amongst
the highest in the OECD — see Chart 4.
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The OECD noted that Australia trails only the US and Iceland in the density and rate
of growth of secure servers (a measure of preparedness for encrypted e-commerce).
Of seven leading economies reviewed by the OECD, Australia had the second highest
home Internet access among the richest quartile of household incomes, and the highest
access among the poorest quartile.

More generally, ICT investment has also been growing rapidly, with the shares of
capital income accruing to software and hardware owners in Australia — a measure of
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the importance of ICT investment in the capital stock — rising rapidly in the 1990s,
towards US levels.

In Australia’s case, as a result of the reform-driven increases in domestic and
international competition, investments in ICT have been practically and commercially
focused. Indeed there has been a fundamental interplay between improved
competition and the efficient adoption of new technology.

This rapid and efficient adoption of new technology by world standards, combined
with Australia’s long history of innovation, makes Australia very well placed to
experience a second wave of productivity growth, as all sectors of the economy
harness the benefits of new technology. As an example of Australia’s ability to focus
scientific research on new innovations, Australia is third to only the US and Canada
within the OECD in the citation rates of research in patents taken in the US. As the
OECD’s Report on the Growth Project notes:

‘In the United States, Canada and Australia, innovation draws more strongly on
scientific research than in France, Germany and Japan.’13

Early evidence of this can be seen in those industries where ICT has been adopted
most heavily. Both the wholesale and retail trade industries experienced very strong
productivity growth in the second half of the 1990s. These industries have been quick
to adopt new management and ICT techniques (drawing on computers and bar code
scanners) in order to cut down on inventories and improve customer service.14

The benefits of ICT are also being felt in traditional industries such as mining and
agriculture. By the end of March 1999, close to half of all farms in Australia owned or
used a computer.15 This technology is being used to help overcome the communication
and distribution problems posed by the isolated geographic nature of many of
Australia’s rural industries. It is also being used to access and compete effectively in
new markets, particularly overseas.

These examples of a range of industries across the economy effectively harnessing the
benefits of new technology, again highlight the long-run differences between the use
and the production of new technology. Australia’s small ICT-producing sector is not
competing in the ‘commoditised’ chip production and PC assembling end of the
market, but rather in specialised software applications that build on Australia’s other

13 OECD (2001), p 12.
14 The application of the ubiquitous bar code scanner together with the computer is another

example of how competition drives innovation in unpredictable directions through
unforeseeable linkages, with application rather than production being the key. Bar code
scanners use lasers. When Bell Laboratories invented the laser in 1957, it did not bother
patenting it, regarding it as only a specialised scientific and potentially military tool. The
barcode scanner (and other commonplace applications, such as the Compact Disc) awaited
the pairing of the laser with complementary developments in the semiconductor industry.

15 Use of Information Technology on Farms, 1998-99, ABS Cat. No. 8134.0.
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commercial comparative advantages. Australia is also benefiting from our openness
with the world’s best in this intrinsically globalised industry, as illustrated in the
recent success of ‘Radiata’, whose alertness to the world potential for wireless LAN
applications would be hard to envisage without its key Australian personnel’s own
experience in US academia and Silicon Valley.

Australian firms will continue to benefit from applying ICT productively throughout a
competitive and flexible economy long after the apparent obsession with Internet
start-up companies has faded away. This is the true test of a so-called ‘new economy’,
and in the long-run Australia is well placed to compete in this new global arena.
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Following the record growth recorded in the second half of the 1990s, labour
productivity growth has slowed somewhat in recent quarters, in line with the pause in
overall economic growth (see Statement 3).

Employment growth was particularly strong in the two years leading up to the Sydney
Olympics, with this growth focused largely in highly labour intensive sectors of the
economy, particularly construction. By nature, these are relatively low labour
productivity sectors when compared with highly capital intensive areas such as
mining. Combined with the recent pause in economic growth, this has led to lower
productivity growth in the short term.

However, despite this cyclical slowing in productivity growth, prospects for
productivity growth over the medium to longer term remain sound. As highlighted,
the combination of stable macroeconomic policies, ongoing structural reform and the
increased usage of new technology should all contribute to a resumption of strong
productivity growth.

�+( 52/( 2) �29(510(17

Government has a key role in providing a policy framework for the private sector, to
foster the efficient and practical adoption of new technology. The essential framework
involves a vigorous national competition policy and flexible labour markets, in a stable
macroeconomic context to create a favourable investment environment.

The Government has initiated technology and educational policies that support
Australia’s transformation to a modern technology-based economy. The Government
released Backing Australia’s Ability — An Innovation Action Plan for the Future on
29 January 2001. The package invests $3 billion over five years in a wide range of
measures designed to further encourage innovation. This builds on the Government’s
investment of around $4.5 billion in major programmes of science and innovation
in 2000-01 and on broader support provided in other areas of the innovation system
such as education and training. These additional investments demonstrate the
Government’s recognition of the importance of innovation to national prosperity —
see also Budget Paper No. 2 and at http://www.innovation.gov.au.

In 1997 the Government also established the National Office for the Information
Economy (NOIE). NOIE is helping Australians create a world-class online economy
and society through its work developing, overseeing, and coordinating
Commonwealth Government policy on electronic commerce, online services and the
Internet.
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But applying better education and scientific skills are ultimately labour market issues.
As the OECD observes in the Report on the Growth Project:

‘Improving skills is not enough — human capital needs to be used efficiently
and its interactions with new technology [must] be enhanced. This means a
reorganisation of work, since firms that introduce new work practices such as
employee involvement, flatter management structures and teamwork tend to
enjoy higher productivity gains than other firms. It is essential here to give
workers greater voice in the process of change and institutions of
labour-management cooperation should be strengthened. This calls for
modernisation of traditional systems of collective bargaining and wage
formation. In addition, regulation should provide for more flexibility in working
hours, allowing new forms of work to flourish.’16

16 OECD (2001), p15.
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This Statement has explored in both the United States (US) and Australia the recent
experience of, and the potential for, a sustained period of accelerated productivity
growth from exploiting innovation in ICTs through maintaining a good
macroeconomic climate for investment, competitive and flexible markets, and open,
outward looking trade and investment policies.

The experience of the US and Australia with ICTs, and broader global experience with
earlier waves of general purpose technologies, shows that technological advance is not
a deus ex machina. It does not automatically deliver its benefits as a windfall to the
leading producers of the goods or services embodying the new technology.

Inappropriate policies and structural rigidities can hobble powerful new technologies.
To give a distant example, by 1400 China had already invented moveable-type
printing, the blast furnace and the water-powered spinning machine. If China had then
had the right system of property rights and public policies to support the financing,
efficient allocation and management of investments in the new technologies, the first
industrial revolution could conceivably have occurred in China, 350 years earlier than
its actual birth in the UK. Instead, it took until the 18th century for the UK to provide
the first conjunction of powerful, general purpose technologies with the social
attitudes, policies and institutions that allowed the confidence to invest, the ability to
profit, and the ‘gales of creative destruction’ necessary to displace earlier technologies
and change work practices.

Through history, the rewards of major new technologies have repeatedly gone to
productive users of new technologies, not to the early producers of them. Productive
deployment of new technologies requires large investments and extensive structural
changes, both of which depend on a supportive policy framework and in particular,
open flexible product and labour markets.

With general purpose technologies such as ICTs, and their potential to raise
productivity throughout the economy, the early international winners will be those
who can harness the technology through competition in a good investment climate to
finance the most competitive, productivity-enhancing uses of the new technologies. If
Australia can sustain a supportive macroeconomic environment and vibrantly
competitive markets while creating more flexible labour markets, it will be well placed
for a second wave of sustained high productivity growth and consequently broader
social opportunities.
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Relative to the Mid-Year Economic and Fiscal Outlook (MYEFO), the expected
revenue outlook for 2000-01 has been revised upwards. This is consistent with recent
strong collections of non-GST taxation revenue. Looking ahead, the temporary
economic slowdown in 2000-01 is anticipated to result in lower revenue in 2001-02
than previously forecast.

�27$/ 5(9(18(

Revenue estimates1 for the period from 2000-01 to 2004-05 are provided in Table 1.

7DEOH �� (VWLPDWHV RI WRWDO &RPPRQZHDOWK JHQHUDO JRYHUQPHQW UHYHQXH

������� ������� ������� �������

%XGJHW�D� 5HYLVHG (VWLPDWH 3URMHFWLRQ 3URMHFWLRQ 3URMHFWLRQ

7RWDO WD[ UHYHQXH ��E� ����� ����� ����� ����� ����� �����

5HDO JURZWK RQ SUHYLRXV \HDU ��� ���� ���� ���� ��� ��� ���

3HU FHQW RI *'3 ���� ���� ���� ���� ���� ����

1RQ�WD[ UHYHQXH ��E� ��� ���� ���� ���� ���� ����

5HDO JURZWK RQ SUHYLRXV \HDU ��� ����� ����� ���� ����� ���� ���

3HU FHQW RI *'3 ��� ��� ��� ��� ��� ���

7RWDO UHYHQXH ��E� ����� ����� ����� ����� ����� �����

5HDO JURZWK RQ SUHYLRXV \HDU ��� ����� ���� ���� ��� ��� ���

3HU FHQW RI *'3 ���� ���� ���� ���� ���� ����
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�D� $V SXEOLVKHG LQ WKH ������� 0<()2 RQ D *RYHUQPHQW )LQDQFLDO 6WDWLVWLFV �*)6� EDVLV� 7KH
FRUUHVSRQGLQJ HVWLPDWHV UHSRUWHG LQ WKH ������� %XGJHW ZHUH RQ DQ $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG
1R� �� �$$6��� EDVLV�

Over the period from 2000-01 to 2002-03, total revenue as a percentage of gross
domestic product (GDP) is projected to fall from 24.0 per cent to 22.1 per cent. Total
revenue as a share of GDP remains broadly unchanged from 2002-03 to 2004-05.

•  The sizeable reduction in total Commonwealth general government revenue in
2001-02, relative to 2000-01, is due to a bring-forward in the timing of company and

                                                          

1 All revenue estimates in this Statement are reported on an accrual basis unless otherwise
specified. (Revenue estimates on a cash basis can be found in Box 1 and Appendix E.) The
revenue estimates exclude GST revenue, which is collected by the Commonwealth and
passed in full to the States and Territories. A discussion of GST revenue can be found in
Statement 2 and Budget Paper No. 3.
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superannuation tax liabilities under the new Pay As You Go (PAYG) system. This
provides a once-off boost to revenue in 2000-01. (See Box 1 for further information.)

•  The fall in the total revenue to GDP ratio in 2002-03 reflects lower non-tax revenue
and continuing restrained tax revenue growth. Non-tax revenue is expected to
decline from 2001-02 to 2002-03, due to a reduction in projected dividends from
Government Business Enterprises (GBEs) and other associated entities.

•  Tax revenue as a proportion of GDP is expected to remain broadly unchanged from
2001-02 to 2004-05 at around 20.9 per cent.
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Table 2 reconciles this Budget’s revenue estimates with those at the 2000-01 MYEFO
and the 2000-01 Budget in terms of policy decisions, and economic parameter and
other variations.

7DEOH �� 5HFRQFLOLDWLRQ RI WRWDO &RPPRQZHDOWK JHQHUDO JRYHUQPHQW

UHYHQXH HVWLPDWHV IURP ������� %XGJHW WR ������� %XGJHW�D�

������� ������� ������� �������

�P �P �P �P

5HYHQXH DW ������� %XGJHW ������� ������� ������� �������

&KDQJHV IURP ������� %XGJHW WR 0<()2

(IIHFW RI SROLF\ GHFLVLRQV �� ��� ���� ����

(IIHFW RI HFRQRPLF SDUDPHWHU

DQG RWKHU YDULDWLRQV ����� ����� ����� �����

7RWDO YDULDWLRQV ����� ����� ����� �����

5HYHQXH DW ������� 0<()2 ������� ������� ������� �������

&KDQJHV IURP 0<()2 WR ������� %XGJHW

(IIHFW RI SROLF\ GHFLVLRQV ���� ������ ������ ������

(IIHFW RI HFRQRPLF SDUDPHWHU

DQG RWKHU YDULDWLRQV ����� ������ ������ ������

7RWDO YDULDWLRQV ����� ������ ������ ������

5HYHQXH DW ������� %XGJHW ������� ������� ������� �������

�D� 7KH FKDQJHV LQ WKH UHYHQXH HVWLPDWHV IRU ������� DQG ������� VLQFH WKH ������� 0<()2 DUH
VXPPDULVHG E\ KHDG RI UHYHQXH DW $SSHQGL[ $�

Since MYEFO, estimated total Commonwealth general government revenue has been
revised up in 2000-01, largely due to stronger collections of PAYG withholding
revenue and company tax revenue. Estimated revenue in 2001-02 and the forward
years has been revised down since MYEFO, largely as a result of lower expected profit
growth, lower expected excise revenue and policy decisions.
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Policy decisions taken since MYEFO are expected to reduce revenue by around
$1.1 billion in 2001-02, growing to around $2.2 billion in 2003-04. The major policy
decisions include:

•  a 1.5 cents per litre reduction in petrol and diesel excise from 2 March 2001, and the
abolition of the semi-annual consumer price index (CPI) indexation of petroleum
excise (estimated to cost around $4.6 billion over the four years from 2001-02 to
2004-05);

•  an increase in the effective tax free threshold and Medicare levy threshold for senior
Australians and pensioners (estimated to cost around $1.5 billion over the four
years from 2001-02);

•  the withdrawal of the entity tax exposure draft legislation — in response to
concerns raised in public consultations that the existing draft legislation did not
strike an appropriate balance between protecting legitimate small business and
farming arrangements while addressing tax abuse in the trust area (estimated to
cost $1.1 billion over the four years from 2001-02);

•  a reduction in draught beer excise (estimated to cost $630 million over the
four years from 2001-02);

•  cost recovery arrangements that will partially fund measures to prevent foot and
mouth disease and other quarantine risks, involving an increase in the passenger
movement charge to $38 and full cost recovery for containers (estimated to raise
around $400 million over the four years from 2001-02);

•  the initiative announced in Backing Australia’s Ability to introduce a 175 per cent tax
concession for companies that improve their research and development effort
(estimated to cost $335 million over the four years from 2001-02);

•  changes to simplify the Business Activity Statement (BAS) to allow eligible
taxpayers the choice of paying their PAYG instalments annually, or use the
instalment rate times instalment income method (estimated to cost $230 million
over the four years from 2001-02); and

•  an increase in annual GSM 900 licence fees to align the license fees more closely
with the market value of the mobile phone spectrum (estimated to raise
$128 million over the four years from 2001-02).
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The revenue estimate for 2000-01 has been revised up by around $3.6 billion since
MYEFO as a result of economic parameter and other variations. This is driven
principally by:

•  higher than anticipated collections of PAYG withholding revenue to
end-March 2001 of around $1.3 billion. This indicator of labour market performance
is somewhat stronger than other employment and job vacancy data. It is also
possible that some of the recent strength in PAYG withholding collections reflects
increased compliance by taxpayers following the introduction of The New Tax
System, as well as a possible trend away from remunerating employees through
fringe benefits;

•  higher than anticipated collections of company tax revenue to end-March 2001 of
around $0.6 billion and significantly higher expected collections for the remainder
of 2000-01; and

•  a higher estimate of petroleum resource rent tax (PRRT) revenue, which in part
reflects timing factors relating to the utilisation of deductions, boosts revenue in
2000-01 and reduces revenue in 2001-02.

However, this increase to revenue in 2000-01 is partly offset by a lower estimate of
petroleum excise revenue, reflecting weaker than expected collections since MYEFO
(collections were around $0.4 billion below expectations to end-March 2001).

In 2001-02, economic parameter and other variations have reduced estimated revenue
by around $1.2 billion since MYEFO. The major factors contributing to this overall
decrease are:

•  a lower estimate of gross other individuals revenue, reflecting downward revisions
to unincorporated business profit growth and reduced dividend payments to
individuals (consistent with downward revisions to forecast company profit
growth);

•  a reduction in estimated company tax revenue, mainly reflecting the lagged effect
of expected weaker profit growth in 2000-01;

•  a reduction in estimated PRRT revenue, due to the timing factors discussed above;
and

•  a lower estimate of tobacco excise revenue, reflecting both a revised outlook for
tobacco consumption in the light of continued weakness in collections through
2000-01 and the increased use of the new anti-smoking drug Zyban.

These downwards revisions to forecast taxation revenue in 2001-02 are partly offset by
an upwards revision of around $1.8 billion to expected dividend revenue from GBEs
and other associated entities.
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Furthermore, estimated PAYG withholding revenue in 2001-02 is broadly unchanged
from MYEFO, with the positive effect of stronger collections in 2000-01 offsetting the
negative impact of lower forecast growth in employment and wages.

%R[ �� &DVK WD[DWLRQ UHYHQXH HVWLPDWHV

A comparison of taxation revenue on cash and accrual bases is provided in the table
below.

7RWDO WD[DWLRQ UHYHQXH RQ FDVK DQG DFFUXDO EDVHV

������� ������� ������� ������� �������

�E �E �E �E �E

7D[ UHYHQXH �DFFUXDO� ����� ����� ����� ����� �����

7D[ UHFHLSWV �FDVK� ����� ����� ����� ����� �����

'LIIHUHQFH �DFFUXDO OHVV FDVK� ��� ���� ���� ��� ���

Accrual estimates are prepared using the Tax Liability Method (TLM) of revenue
recognition, under which revenue is recognised when an assessment of a tax liability
is made or cash payment is received by the Australian Tax Office (ATO). This
method retains some elements of cash revenue recognition, for example, when
assessment and payment occur at the same time.

The difference between the cash and accrual estimates of taxation revenue can be
largely explained by the deferral of company and superannuation tax payments
during the transition to the new PAYG system from 2000-01.

The new PAYG arrangements seek to better align company tax payments with the
period in which income is earned. This has created an overlap of company tax
payments for business, because payments of tax obligations for 1999-2000 and
PAYG instalments for 2000-01 both arise during 2000-01.

•  For a medium-sized company, for example, there would have been six payments
due, instead of the usual four. However, the Government has implemented
transitional arrangements to assist companies to move to the new system over a
number of years.

Continued…
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•  The transitional arrangements reduce the cash impact of this overlap by allowing
companies to spread some payments of the 1999-2000 tax obligations over the
following 2½ to 5 years.

•  The full amount of the overlap of company tax obligations is reflected in the
accrual revenue estimate for 2000-01, as this is the year in which the liabilities are
assessed. However, the same overlap is not fully reflected in the cash estimates
for 2000-01 since companies do not have to actually pay the entire liability in that
year. Companies can spread cash payments of the overlapping liabilities in
interest free instalments over the following 2½ to 5 years.

Relative to expectations at MYEFO, there has been a lower take-up of the
transitional arrangements to defer company and superannuation tax payments. This
has boosted cash estimates of company and superannuation tax revenue in 2000-01
but has reduced cash revenue estimates in 2001-02 and the forward years. However,
a lower than expected take-up of the option to defer company and superannuation
tax payments has no effect on estimates of accrual revenue.
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Table 3 compares revenue estimates by head of revenue for 2001-02 with the
corresponding estimates for 2000-01.

7DEOH �� 'HWDLOHG HVWLPDWHV RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW UHYHQXH

������� �������

(VWLPDWH (VWLPDWH

�P �P �P �

7D[DWLRQ UHYHQXH

,QFRPH WD[

,QGLYLGXDOV�D�

*URVV 3$<* ZLWKKROGLQJ ������ ������ ����� ���

*URVV RWKHU LQGLYLGXDOV ������ ������ ����� ����

OHVV� 5HIXQGV ������ ������ �� ���

7RWDO LQGLYLGXDOV ������ ������ ����� ���

&RPSDQLHV ������ ������ ������ �����

6XSHUDQQXDWLRQ IXQGV�E� ����� ����� ���� �����

2WKHU ZLWKKROGLQJ WD[�F� ����� ����� �� ���

3HWUROHXP UHVRXUFH UHQW WD[ ����� ����� ���� �����

7RWDO LQFRPH WD[ ������� ������� ������ ����

,QGLUHFW WD[�G�

([FLVH GXW\

3HWUROHXP SURGXFWV DQG FUXGH RLO ������ ������ ��� ���

2WKHU H[FLVH ����� ����� ��� ����

7RWDO H[FLVH GXW\ ������ ������ �� ���

&XVWRPV GXW\ ����� ����� ��� ���

2WKHU LQGLUHFW WD[HV�H� ����� ��� ����� �����

7RWDO LQGLUHFW WD[ ������ ������ ���� ����

)ULQJH EHQHILWV WD[�I� ����� ����� ��� ���

$JULFXOWXUDO OHYLHV ��� ��� �� ���

2WKHU WD[HV ��� ��� �� ���

7RWDO WD[ UHYHQXH ������� ������� ������ ����

1RQ�WD[ UHYHQXH ������ ������ ����� ����

7RWDO UHYHQXH ������� ������� ������ ����

&KDQJH RQ �������

�D� ,QFOXGHV 0HGLFDUH OHY\ UHYHQXH�
�E� ,QFOXGHV WKH VXSHUDQQXDWLRQ FRQWULEXWLRQV VXUFKDUJH�
�F� ,QFOXGHV DPRXQWV ZLWKKHOG IRU IDLOXUH WR TXRWH D 7D[ )LOH 1XPEHU �7)1� RU DQ $XVWUDOLDQ %XVLQHVV

1XPEHU �$%1��
�G� ,QGLUHFW WD[HV H[FOXGH VXUFKDUJH UHYHQXH UDLVHG E\ WKH &RPPRQZHDOWK RQ DQ DJHQF\ EDVLV DQG SDLG WR

WKH 6WDWHV DQG 7HUULWRULHV DV 5HYHQXH 5HSODFHPHQW 3D\PHQWV �553V� LQ �������� :KLOH 553V ZHUH
DEROLVKHG RQ � -XO\ ����� WKH ILQDO 553 OLDELOLW\ LV FROOHFWHG DQG SDLG WR WKH 6WDWHV LQ ��������

�H� ,QFOXGHV WKH ZLQH HTXDOLVDWLRQ WD[� OX[XU\ FDU WD[ DQG WKH ILQDO ZKROHVDOH VDOHV WD[ OLDELOLW\�
�I� &RQVLVWHQW ZLWK *)6 UHSRUWLQJ VWDQGDUGV� H[FOXGHV IULQJH EHQHILWV WD[ FROOHFWHG IURP &RPPRQZHDOWK

JRYHUQPHQW DJHQFLHV �HVWLPDWHG DW ���� PLOOLRQ LQ ������� DQG ���� PLOOLRQ LQ ���������
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In 2001-02 total revenue is expected to decrease by $2.2 billion, while taxation revenue
is expected to decrease by $3.9 billion, relative to estimated revenue in 2000-01. These
decreases are primarily attributable to the bring forward of company and
superannuation tax payments following the introduction of the new Pay As You
Go (PAYG) system in 2000-01, which provide a one-off boost to revenue in 2000-01 (see
Box 1 in Part I).

The major movements in taxation revenue heads between 2000-01 and 2001-02 include:

•  a decrease in company tax revenue of around $7.5 billion (or 22 per cent), largely
reflecting the bring-forward of tax payments under the PAYG system in 2000-01
and a cut to the company tax rate to 30 per cent in 2001-02;

•  an increase in PAYG withholding revenue from wages and salaries of around
$3.9 billion (or 5 per cent) which, while high in absolute terms, grows broadly in
line with underlying growth in wages and employment;

•  an increase in gross other individuals revenue of around $2.2 billion (or
16 per cent), largely reflecting temporarily low collections in 2000-01 as a result of
the introduction of the PAYG system;

•  a decrease in PRRT revenue of around $0.9 billion (or 39 per cent), mainly reflecting
timing factors relating to the utilisation of deductions, which boost revenue in
2000-01 and reduce revenue in 2001-02;

•  a decrease in superannuation tax revenue of around $0.9 billion (or 17 per cent),
largely reflecting the bring-forward of tax payments under the PAYG system in
2000-01; and

•  significantly lower revenue from other indirect taxes, due to the abolition of
wholesale sales tax (WST) from 1 July 2000 (the final WST tax liability of around
$1.3 billion is recognised in 2000-01).

The Budget revenue estimates are strongly influenced by forecast growth and the
expected composition of economic activity. The 2001-02 revenue estimates are based
on the following major economic assumptions:

•  growth in nominal GDP of around 4½ per cent (revenue tends to be more sensitive
to growth in nominal GDP than to growth in real GDP);

•  average earnings growth of around 3¾ per cent;

•  growth in wage and salary employment of around 1 per cent; and

•  growth in company income of around 3½ per cent.

An analysis of the sensitivity of the revenue estimates to changes in the major
economic parameters is provided at Statement 2, Appendix B.
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,QGLYLGXDOV LQFRPH WD[

Table 4 provides estimates for 2000-01 and 2001-02 for the various income tax
categories applying to individuals.

7DEOH �� ,QGLYLGXDOV LQFRPH WD[

������� �������

(VWLPDWH (VWLPDWH

�P �P �

,QGLYLGXDOV UHYHQXH

*URVV 3$<* ZLWKKROGLQJ ������ ������ ���

*URVV RWKHU LQGLYLGXDOV ������ ������ ����

OHVV� 5HIXQGV ������ ������ ���

7RWDO LQGLYLGXDOV ������ ������ ���

,QFOXGHV 0HGLFDUH OHY\ UHYHQXH RI�

*URVV 3$<* ZLWKKROGLQJ ����� ����� ���

*URVV RWKHU LQGLYLGXDOV ��� ��� ����

OHVV� 5HIXQGV ��� ��� ���

0HGLFDUH OHY\ FRPSRQHQW ����� ����� ���

&KDQJH RQ �������

*URVV 3$<* ZLWKKROGLQJ

Gross PAYG withholding includes all taxes withheld from payments under the PAYG
system, aside from amounts withheld because no TFN or ABN has been quoted. The
bulk of gross PAYG withholding revenue arises from tax withheld from salary and
wage income.

From 1 July 2000, the former Pay As You Earn (PAYE) system, prescribed payments
system (PPS) and reportable payments system (RPS) were replaced by the integrated
PAYG system.

Under the PAYG system, individuals who were in the PPS and qualified for an ABN
could choose to enter into voluntary withholding arrangements. Tax withheld from
such individuals (estimated to be around $800 million in 2001-02) is recorded under
gross PAYG withholding.

The remaining tax that would have been collected under the PPS is now being
collected through the PAYG instalment system or as payment on assessment. These
payments (estimated to be around $1.9 billion in 2001-02) are recorded under the gross
other individuals head of revenue.

Gross PAYG withholding revenue, inclusive of revenue from the Medicare levy, is
expected to increase by around $3.9 billion or 5 per cent in 2001-02, consistent with the
combined effect of growth in wages and employment of around 5 per cent.
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*URVV RWKHU LQGLYLGXDOV

The gross other individuals category consists of income tax paid by individuals other
than that collected through the PAYG withholding system. It comprises:

•  PAYG instalments (from individuals); and

•  debit assessments on income tax returns (that is, where tax credits are insufficient to
meet the tax liability on assessment).

Taxpayers in this category derive their income from a number of sources, including
unincorporated businesses, primary production, investments, salaries and wages
(when PAYG withholding credits are insufficient) and capital gains.

Under The New Tax System, most gross other individuals revenue is collected through
the PAYG instalment system. Individuals who are registered for the goods and
services tax (GST) and individuals with tax liabilities of $8,000 or more will generally
make quarterly payments. Individuals who are not registered for the GST with
liabilities of less than $8,000 have the choice of making quarterly payments or an
annual payment in April.

Most tax payments formerly made under the PPS or RPS are now made as PAYG
instalments, with the remainder expected to fall under PAYG withholding.

Gross other individuals revenue, inclusive of revenue from the Medicare levy, is
expected to increase by $2.2 billion (or 16 per cent) in 2001-02. This is largely
attributable to revenue in 2000-01 being temporarily reduced as a result of the
introduction of the PAYG system.

•  The introduction of the PAYG system resulted in only three quarterly instalments
in 2000-01 because the due date for the final payment falls into 2001-02.

Abstracting from the impact of the introduction of the PAYG system, underlying other
individuals taxation revenue is expected to increase by around $0.3 billion in 2001-02.
(This estimate in part reflects expected growth in small business income of around
2.7 per cent.)

,QGLYLGXDO LQFRPH WD[ UHIXQGV

 A final assessment of the tax liabilities of individual taxpayers is made on the basis of
returns lodged after the end of a financial year. Refunds are made where tax credits
exceed the final assessment. Where tax credits are insufficient to meet the final tax
liability, taxpayers make an additional payment, which is recorded under the gross
other individuals income tax category.

Refunds to individuals are expected to increase by around 1 per cent in 2001-02, a little
lower than underlying growth in gross individuals taxation revenue, due to the impact
of the substantial personal income tax cuts delivered on 1 July 2000. (Lower income
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taxes paid by individuals in 2000-01 will begin to impact on refunds in 2001-02 when
individuals lodge their tax returns for the 2000-01 income year.)

0HGLFDUH OHY\

Revenue from the Medicare levy is expected to rise from $4,605 million in 2000-01
to $4,855 million in 2001-02, mainly reflecting higher taxable incomes of individuals.
(In Table 3, this revenue is included in the estimates of gross PAYG withholding, gross
other individuals and refunds.)

&RPSDQ\ DQG RWKHU LQFRPH WD[

Table 5 provides estimates for 2000-01 and 2001-02 for company and other income tax
categories.

7DEOH �� &RPSDQ\ DQG RWKHU LQFRPH WD[

������� �������

(VWLPDWH (VWLPDWH

�P �P

&RPSDQLHV ������ ������ �����

6XSHUDQQXDWLRQ IXQGV�D� ����� ����� �����

2WKHU ZLWKKROGLQJ WD[

5HVLGHQW�E� ��� ��� ���

1RQ�UHVLGHQW

,QWHUHVW ��� ��� ���

'LYLGHQG ��� ��� ����

5R\DOW\ ��� ��� ���

0LQLQJ � � ���

7RWDO RWKHU ZLWKKROGLQJ WD[ ����� ����� ���

3HWUROHXP UHVRXUFH UHQW WD[ ����� ����� �����

7RWDO ������ ������ �����

&KDQJH RQ �������

�

�D� ,QFOXGHV WKH VXSHUDQQXDWLRQ FRQWULEXWLRQV VXUFKDUJH�
�E� 7KLV LWHP LQFOXGHV DPRXQWV ZLWKKHOG IRU IDLOXUH WR TXRWH D 7)1 RU DQ $%1�

&RPSDQ\ LQFRPH WD[

 As part of The New Tax System, the general tax rate for companies was reduced from
36 per cent to 34 per cent for the 2000-01 income year, with concessional rates applying
to certain income of life insurance companies, registered organisations, pooled
development funds, small credit unions and offshore banking units. This rate will fall
further to 30 per cent in the 2001-02 income year. The further reduction in the company
tax rate is estimated to reduce revenue by around $2 billion per annum from 2001-02.

 Commencing in the 2000-01 income year, the new company tax payment arrangements
under the PAYG system have brought forward payments of company tax. This has
created an overlap of company tax payments relating to obligations for 1999-2000 and
PAYG instalments for 2000-01. While the Government has allowed companies to defer
some of the liabilities arising from the overlap of the new and existing payment
arrangements, the full liability is recorded as having accrued as revenue in 2000-01.
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Accordingly, the introduction of PAYG results in a one-off boost to company tax
revenue in 2000-01.

 Abstracting from this one-off factor, forecast growth in company profits is expected to
add around $210 million to company tax revenue In 2001-02.  Consistent with lower
forecast company profit growth, particularly in 2000-01, this increase is lower than
forecast at MYEFO.

6XSHUDQQXDWLRQ IXQGV WD[

Superannuation funds are taxed at a concessional rate of 15 per cent in relation to
investment income and contributions received. The tax payments of superannuation
funds are made according to the schedule that applies to company income tax.

As for company tax, the decline in estimated superannuation tax revenue in 2001-02
largely reflects the bring-forward of superannuation tax payments under PAYG. This
aside, expected growth in earnings is expected to add around $30 million to
superannuation tax revenue in 2001-02. Consistent with lower expected earnings
growth, this increase is lower than forecast at MYEFO.

2WKHU ZLWKKROGLQJ WD[

 Other withholding tax is levied on:

•  income payments to residents who, when making an investment, do not supply the
investment body with a TFN;

•  business-to-business transactions where an ABN is not quoted by the supplier from
1 July 2000;

•  certain interest, dividend and royalty payments to non-residents; and

•  payments made to Aboriginal groups for the use of Aboriginal land for mineral
exploration and mining.

Total other withholding tax revenue is expected to increase in 2001-02 by 4 per cent.

3HWUROHXP UHVRXUFH UHQW WD[

Petroleum resource rent tax (PRRT)2 applies to offshore areas other than the North
West Shelf production and associated exploration areas, which are subject to excise
and royalty arrangements. PRRT is levied at the rate of 40 per cent of taxable profit
from a petroleum project. A liability arises when a project’s assessable receipts exceed
deductible expenditure.

                                                          

2 PRRT is levied under the Commonwealth’s Resource Rent Tax Assessment Act 1987.
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A company involved in a petroleum project is able to deduct exploration expenditure,
plant and equipment spending and the direct administration costs associated with the
project. (Provisions also allow for exploration expenditure incurred in the
development of one project to be offset against the assessable receipts of another
PRRT-liable project.)

PRRT revenue is expected to decrease by around 39 per cent in 2001-02. This is
primarily due to timing factors relating to the utilisation of deductions, which boost
revenue in 2000-01 and reduce revenue in 2001-02. To a lesser extent, the decrease in
PRRT revenue also reflects the impact of recent declines in world oil prices and an
anticipated decrease in domestic oil production in 2001-02. The world price of crude oil
is assumed to be US$26¼ per barrel in 2000-01 and US$22½ per barrel in 2001-02.

,QGLUHFW WD[

Table 6 provides estimates for 2000-01 and 2001-02 for the various categories of
indirect taxation.

7DEOH �� ,QGLUHFW WD[
�D�

������� �������

(VWLPDWH (VWLPDWH

�P �P

([FLVH GXW\

3HWUROHXP SURGXFWV

8QOHDGHG SHWURO ����� ����� ���

/HDGHG SHWURO ��� � �����

'LHVHO ����� ����� ���

2WKHU�E� ��� ��� ����

7RWDO SHWUROHXP SURGXFWV ������ ������ ���

&UXGH RLO ��� ��� �����

2WKHU H[FLVH

%HHU ����� ����� ����

3RWDEOH VSLULWV ��� ��� ���

7REDFFR SURGXFWV ����� ����� ����

7RWDO RWKHU H[FLVH ����� ����� ����

7RWDO H[FLVH ������ ������ ���

&XVWRPV GXW\�F� ����� ����� ���

2WKHU LQGLUHFW WD[HV

:LQH HTXDOLVDWLRQ WD[�G� ��� ��� ����

/X[XU\ FDU WD[ ��� ��� ����

:KROHVDOH VDOHV WD[ �H� ����� � ������

7RWDO RWKHU LQGLUHFW WD[HV ����� ��� �����

7RWDO ������ ������ ����

&KDQJH RQ �������

�

�D� ([FOXGHV VXUFKDUJH UHYHQXH UDLVHG E\ WKH &RPPRQZHDOWK RQ DQ DJHQF\ EDVLV DQG SDLG WR WKH 6WDWHV
DQG 7HUULWRULHV DV 553V LQ �������� :KLOH 553V ZHUH DEROLVKHG RQ � -XO\ ����� WKH ILQDO 553 OLDELOLW\ LV
FROOHFWHG DQG SDLG WR WKH 6WDWHV LQ ��������

�E� ,QFOXGHV DYLDWLRQ JDVROLQH� DYLDWLRQ WXUELQH IXHO� IXHO RLO� KHDWLQJ RLO DQG NHURVHQH�
�F� &XVWRPV GXW\ LQFOXGHV GXWLHV LPSRVHG RQ LPSRUWHG SHWUROHXP SURGXFWV� WREDFFR� EHHU DQG VSLULWV�

ZKLFK DUH DQDORJRXV WR H[FLVH GXW\ RQ WKHVH LWHPV�
�G� (VWLPDWHV RI :(7 UHYHQXH LQFOXGH WKH RIIVHWWLQJ UHYHQXH HIIHFWV RI WKH :(7 UHEDWH IRU FHOODU GRRU DQG

RWKHU VDOHV�
�H� :67 ZDV DEROLVKHG RQ � -XO\ ����� KRZHYHU� WKH ILQDO OLDELOLW\ LV UHFRJQLVHG LQ ��������
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([FLVH

The major categories of excise revenue include petroleum products excise, crude oil
excise, tobacco excise, and excise on certain alcoholic beverages.

Petroleum products excise includes excise on motor spirit (petrol), diesel fuel, aviation
gasoline, aviation turbine fuel, fuel oil, heating oil and kerosene. It is imposed at
specific rates per litre of product.

The growth in excise revenue from unleaded petrol in 2001-02 of around 10 per cent
principally reflects the continued substitution of unleaded petrol for leaded petrol
together with the phase-out of leaded petrol.

Leaded petrol has been largely phased out between December 2000 and February 2001
with the introduction of lead replacement petrol. As lead replacement petrol is
classified as unleaded petrol, the contribution to excise revenue from leaded petrol is
expected to be negligible in 2001-02.

Growth in the consumption of petrol (leaded and unleaded) in 2001-02 is expected to
be 2.7 per cent.

Excise revenue from diesel is expected to grow moderately in 2001-02 relative to
previous years, reflecting the decision of the Government to abolish excise indexation
for petroleum products and the 1.5 cents per litre cut to the rate of diesel excise.

Other petroleum products excise includes excise revenue from aviation gasoline, aviation
turbine fuel, fuel oil, heating oil and kerosene. All revenue from the excise duty on
aviation gasoline and aviation turbine fuel contribute to the funding of aviation
programmes. The rates of excise applying to aviation fuels are adjusted, as necessary,
depending on the funding requirements of those programmes.

Crude oil excise includes excise collected from two sources: offshore fields in the North
West Shelf production licence areas that are not subject to PRRT, and onshore fields
and coastal waters. Crude oil excise is the only excise not to be levied on a volumetric
basis (that is, where excise is applied per unit of quantity). Instead, the calculation of
crude oil excise is based on both the quantity of crude oil sold and the sale price.

Estimated crude oil excise in 2000-01 has increased since MYEFO, reflecting strong
collections this financial year. However, revenue from crude oil excise is expected to
fall significantly in 2001-02 relative to 2000-01, due to lower world crude oil prices and
lower production.

Other excise is derived from beer, potable spirits and tobacco products. It is imposed:

•  on a per stick basis for cigarettes and a per kilogram basis for other tobacco
products;

•  on the alcohol content of draught and packaged beer; and
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•  on the alcohol content of other products, such as spirits and certain ready to drink
products.

Wine is exempt from excise and is instead subject to the wine equalisation tax (WET).

Other excise revenue is expected to decrease by around 1 per cent, reflecting the first
full year effect of the introduction of the concessional rate of excise for draught beer
and an expected decline in tobacco consumption of around 4 per cent.

Estimated excise revenue from tobacco in 2000-01 is broadly consistent with the
estimate at MYEFO. However, the tobacco estimate at MYEFO was revised down by in
excess of $500 million relative to the 2000-01 Budget. Collections of tobacco excise have
been weak since 1 July 2000, which reflects a number of influences including:

•  a possible consumer demand response to higher tobacco prices following the
introduction of The New Tax System; and

•  increased use of the anti-smoking drug Zyban.

There have been some suggestions that higher tobacco prices may have contributed to
a growing illicit tobacco market (known as chop-chop). However, the Government has
significantly increased the penalties for the sale of illicit product in 2000-01 and,
together with increased enforcement activity, these measures have limited the size of
any illegal activity.

([FLVH LQGH[DWLRQ

In the past, the rates of duty for excisable commodities (with the exception of crude oil)
have been adjusted each August and February in line with half-yearly consumer price
index (CPI) movements.

In March 2001, the Government announced that excise indexation would be abolished
for all petroleum products. Beer, spirit and tobacco excise rates will continue to be
indexed in line with half-yearly CPI movements.

If the change in the CPI is negative, the excise rate is not reduced but instead the
decline is carried forward to offset the next positive CPI movement.

Excise rates since 1 July 2000 are shown in Table 7.
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7DEOH �� ([FLVH UDWHV

5DWHV 5DWHV 5DWHV 5DWHV 5DWHV
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���� SHU FHQW�
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'UDXJKW EHHU� KLJK VWUHQJWK ����� ����� ����� ����� �����

2WKHU EHHU� ORZ VWUHQJWK ����� ����� ����� ����� �����

2WKHU EHHU� PLG VWUHQJWK ����� ����� ����� ����� �����

2WKHU EHHU� KLJK VWUHQJWK ����� ����� ����� ����� �����

3RWDEOH VSLULWV �SHU OLWUH RI DOFRKRO�

%UDQG\ ����� ����� ����� ����� �����

*HQHUDO UDWH IRU RWKHU VSLULWV ����� ����� ����� ����� �����

&LJDUHWWHV �SHU VWLFN� ������� ������� ������� ������� �������

7REDFFR SURGXFWV �SHU NJ� ������ ������ ������ ������ ������

&XVWRPV GXW\

Customs duty is imposed either as a percentage of the value of the imported good or
on a volumetric basis for excisable-like products (for example, dollars per litre).

Tariffs on passenger motor vehicles, and textile, clothing and footwear account for
around one-third  of the total duty collected. A further one-third of customs duty is
duty imposed on imports of petroleum products, tobacco, beer and spirits, which is
analogous to excise duty on these items. Other dutiable goods currently attract a
general tariff rate of 5 per cent.

Customs duty revenue in 2001-02 is estimated to grow by around $200 million or
around 5 per cent.

2WKHU LQGLUHFW WD[HV

Wholesale sales tax (WST) was imposed on a range of goods destined for consumption
in Australia and levied at the last wholesale or import point on the wholesale sales
value of taxable goods. From 1 July 2000, WST was abolished as part of The New Tax
System.
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Consistent with the tax liability method of revenue recognition, the 2000-01 WST
estimate (see Table 6) reflects the final WST liability.

In the absence of the two specific indirect tax measures outlined below, the abolition
of WST would have meant that the price of certain goods would have fallen more than
was intended by general indirect tax reform. To counter this, from 1 July 2000, all
grape wine, wine products, fruit and vegetable wine, cider, perry, mead and sake
became subject to the wine equalisation tax (WET). The WET is levied at a rate of
29 per cent, with tax being paid on the value of the goods at the last wholesale sale, or
equivalent value.

Similarly, a luxury car tax (LCT) of 25 per cent was introduced from 1 July 2000.
The LCT applies to the GST exclusive price of a car above the LCT threshold
($55,134 in 2000-01). This was put in place to ensure that, when the higher WST rate of
45 per cent was removed from luxury cars and the GST was introduced, the price of
luxury cars fell by about the same amount as other cars.

WET revenue is expected to increase by around 19 per cent in 2001-02, to a level
reflecting the first full year effect of the tax. Most revenue from the WET is paid upon
lodgement of the quarterly Business Activity Statement (BAS), of which there were
only three in 2000-01. Luxury car tax revenue is expected to increase by around
16 per cent in 2001-02 for similar reasons.

�5,1*( %(1(),76 7$; $1' 27+(5 7$;(6

)ULQJH EHQHILWV WD[

Fringe benefits tax (FBT) applies to a range of benefits provided by employers to their
employees or associates of their employees. Fringe benefits tax revenue is expected to
increase by around 6 per cent in 2001-02, largely due to ongoing remuneration growth
(see Table 3). FBT revenue is also expected to be boosted in 2001-02 by the modification
of the FBT gross-up rate (to ensure neutrality of treatment between fringe benefits and
cash salaries following the introduction of the GST on 1 July 2000), which has its first
full year effect in 2001-02.
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$JULFXOWXUDO OHYLHV DQG RWKHU WD[HV

Table 8 shows estimates of agricultural levies and other taxes for 2000-01 and 2001-02.

7DEOH �� $JULFXOWXUDO OHYLHV DQG RWKHU WD[HV
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�D� ,QFOXGHV DOO RWKHU WD[ UHYHQXH FROOHFWHG E\ &RPPRQZHDOWK DJHQFLHV�

Total revenue from agricultural levies and other taxes is forecast to increase in 2001-02
by about 4 per cent. This is largely due to an increase in Agricultural production taxes —
domestic revenue administered by the Department of Agriculture, Forestry and
Fisheries. These taxes are projected to increase from $473 million in 2000-01 to
$512 million in 2001-02, largely due to expected growth in collections from the retail
milk levy.

Wool tax revenue is estimated to fall in 2001-02 by around 29 per cent, due to the
reduction in the wool tax rate. Revenue from Agricultural production taxes — export and
non-agricultural levies are forecast to remain broadly unchanged. Broadcasting licence
fees are forecast to increase by 5 per cent, due to the increase in mobile telephony
licence fees for carriers.

The remaining category of other taxes, which is expected to increase by around
5 per cent, includes the coalmining long service leave levy, child support fees and
fines, and a range of levies administered by the Department of Transport and Regional
Services including aircraft noise, stevedoring and marine navigation levies.
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Table 9 provides estimates for 2000-01 and 2001-02 of the various categories of
non-taxation revenue.

7DEOH �� 1RQ�WD[DWLRQ UHYHQXH

������� ������� &KDQJH RQ �������

(VWLPDWH (VWLPDWH

�P �P �

6DOHV RI JRRGV DQG VHUYLFHV ����� ����� ���

,QWHUHVW

,QWHUHVW IURP RWKHU JRYHUQPHQWV ��� ��� ����

,QWHUHVW IURP RWKHU VRXUFHV ��� ��� �����

7RWDO LQWHUHVW ����� ��� �����

'LYLGHQGV

'LYLGHQGV IURP DVVRFLDWHG HQWLWLHV ����� ����� �����

'LYLGHQGV IURP RWKHU VRXUFHV �� �� ����

7RWDO GLYLGHQGV ����� ����� �����

3HWUROHXP UR\DOWLHV ��� ��� �����

2WKHU QRQ�WD[ UHYHQXH�D� ����� ����� �����

7RWDO ������ ������ ����

�D� ,QFOXGHV DOO RWKHU QRQ�WD[ UHYHQXH FROOHFWHG E\ &RPPRQZHDOWK DJHQFLHV�

6DOHV RI JRRGV DQG VHUYLFHV

This category consists of revenue from the direct provision of goods and services by
the general government sector.

The expected increase in sales of goods and services in 2001-02 is largely due to an
increase in the passenger movement charge from $30 to $38.  This will fund the
increased cost of inspecting passengers, mail and cargo at Australia’s borders to
mitigate the risks of introducing foot and mouth disease into Australia.

,QWHUHVW

,QWHUHVW IURP RWKHU *RYHUQPHQWV

This category mainly consists of revenue from the States and Territories on General
Purpose and Specific Purpose borrowings.

The Commonwealth receives interest payments from the States in respect of General
Purpose borrowings made on behalf of the States under the State Governments’ Loan
Council Programme (and from the Northern Territory in respect of advances made
under similar general purpose capital assistance arrangements). Payments relating to
these advances are made, in turn, by the Commonwealth to bond holders.

Interest from the States on General Purpose borrowings is declining as a result of the
June 1990 Loan Council decision that the States and Territories make additional
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payments to the Commonwealth each year to facilitate the redemption of all maturing
Commonwealth securities issued on their behalf. The reduction in interest revenue
from the States and Territories is matched by a reduction in public debt interest
expenses.

The Commonwealth also receives interest on Specific Purpose Borrowings to the
States, including on advances made under the Commonwealth-State Housing
Agreements, States (Works and Housing) Assistance Acts, Northern Territory Housing
Advances, and by the Australian Capital Territory on debts assumed upon
self-government. Interest from the States on Specific Purpose borrowings will be lower
in 2001-02 compared with 2000-01, reflecting the repayment of debt by the States in
2000-01.

Interest from other governments is expected to decrease in 2001-02, due to a reduction
in the remaining stock of debt issued by the Commonwealth on behalf of the State and
Territory governments.

,QWHUHVW IURP RWKHU VRXUFHV

This item includes interest income on Commonwealth cash balances and on other
financial assets. It excludes swap transactions entered into as part of the
Commonwealth’s debt management strategy, as they are classified as financing
transactions under Government Finance Statistics (GFS) standards. The Australian
Office of Financial Management (AOFM) is responsible for the management and
reporting of the Commonwealth’s net debt portfolio.

Interest from other sources is projected to decrease between 2000-01 to 2001-02 by
17 per cent. In part, this reflects a reduction in interest payments from the Snowy
Mountain Hydro Electricity Authority, following the decision to corporatise and
refinance the Authority.

'LYLGHQGV

The main sources of dividends are from the Commonwealth’s Government Business
Enterprises and the Reserve Bank of Australia (RBA). Dividend payments from the
RBA can be volatile, as they are sensitive to movements in interest rates and the
exchange rate.

The Royal Australian Mint also provides dividend revenue to the Commonwealth.
This includes royalties from numismatic coin sales and annual dividends from profits
the Mint makes as the manufacturer of these products.

Total dividends are projected to increase by around 112 per cent in 2001-02, largely
due to higher dividends from the RBA.
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3HWUROHXP UR\DOWLHV

Petroleum royalties are paid by producers operating in the North-West shelf oil and
gas fields off Western Australia.

These royalties are expected to decrease in 2001-02 by around 42 per cent, due to
falling petroleum production and a forecast reduction in world oil prices. A substantial
proportion of these royalties are paid to the Government of Western Australia.

2WKHU VRXUFHV RI QRQ�WD[ UHYHQXH

Other non-tax revenue includes Child Support Trust Revenue (collected by the Child
Support Agency) and revenue from the State and Territory governments (to meet the
cost to the ATO of administering the GST on their behalf). It also includes revenue
from Higher Education Contribution Scheme (HECS) student loans and seigniorage
from circulation coin production.

Other non-tax revenue is expected to decline by around 11 per cent in 2001-02.  This
mainly reflects a reduction in revenue from outstanding HECS debts owed to the
Commonwealth and a reduction in revenue received from the States to meet the cost of
administering the GST.
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7DEOH $�� 5HFRQFLOLDWLRQ RI ������� UHYHQXH HVWLPDWHV

&KDQJH RQ &KDQJH RQ

0<()2 %XGJHW 0<()2 0<()2

�P �P �P �

7D[DWLRQ UHYHQXH

,QFRPH WD[

,QGLYLGXDOV�D�

*URVV 3$<* ZLWKKROGLQJ�E� ������ ������ ���� ���

*URVV RWKHU LQGLYLGXDOV�E� ������ ������ ���� ����

OHVV� 5HIXQGV ������ ������ ��� ����

7RWDO LQGLYLGXDOV ������ ������ ����� ���

&RPSDQLHV ������ ������ ����� ���

6XSHUDQQXDWLRQ IXQGV ����� ����� ��� ���

2WKHU ZLWKKROGLQJ WD[ ����� ����� � ���

3HWUROHXP UHVRXUFH UHQW WD[ ����� ����� ��� ����

7RWDO LQFRPH WD[ ������� ������� ����� ���

,QGLUHFW WD[

([FLVH GXW\

3HWUROHXP SURGXFWV DQG FUXGH RLO ������ ������ ���� ����

2WKHU H[FLVH ����� ����� �� ���

7RWDO H[FLVH GXW\ ������ ������ ���� ����

&XVWRPV GXW\ ����� ����� ��� ���

2WKHU LQGLUHFW WD[HV ����� ����� �� ���

7RWDO LQGLUHFW WD[ ������ ������ ���� ����

)ULQJH EHQHILWV WD[ ����� ����� ���� ����

$JULFXOWXUDO OHYLHV ��� ��� ��� �����

2WKHU WD[HV ��� ��� �� ����

7RWDO WD[ UHYHQXH ������� ������� ����� ���

1RQ�WD[ UHYHQXH ������ ������ �� ���

7RWDO UHYHQXH ������� ������� ����� ���

�������

�D� ,QFOXGHV UHYHQXH IURP WKH 0HGLFDUH OHY\�
�E� 3DUW RI WKH FKDQJH VLQFH WKH 0LG�<HDU (FRQRPLF )LVFDO 2XWORRN �0<()2� LV GXH WR D UHDOORFDWLRQ RI

���� PLOOLRQ IURP JURVV RWKHU LQGLYLGXDOV UHYHQXH WR 3D\ $V <RX *R �3$<*� ZLWKKROGLQJ UHYHQXH� GXH WR
D UHDVVHVVPHQW RI WKH GLVWULEXWLRQ RI UHYHQXH IURP WKH IRUPHU SUHVFULEHG SD\PHQWV V\VWHP �336�
VFKHPH� $FFRUGLQJO\� IRU �������� WKH 0<()2 HVWLPDWHV RI 3$<* ZLWKKROGLQJ UHYHQXH VKRXOG EH
LQFUHDVHG E\ ���� PLOOLRQ� ZLWK D FRUUHVSRQGLQJ GHFUHDVH LQ JURVV RWKHU LQGLYLGXDOV UHYHQXH� WR EH RQ D
FRPSDUDEOH EDVLV WR WKH FXUUHQW %XGJHW HVWLPDWHV�
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7DEOH $�� 5HFRQFLOLDWLRQ RI ������� UHYHQXH HVWLPDWHV

&KDQJH RQ &KDQJH RQ

0<()2�D� %XGJHW 0<()2 0<()2

�P �P �P �

7D[DWLRQ UHYHQXH

,QFRPH WD[

,QGLYLGXDOV�E�

*URVV 3$<* ZLWKKROGLQJ ������ ������ ��� ���

*URVV RWKHU LQGLYLGXDOV ������ ������ ����� ����

OHVV� 5HIXQGV ������ ������ ��� ���

7RWDO LQGLYLGXDOV ������ ������ ������ ����

&RPSDQLHV ������ ������ ���� ����

6XSHUDQQXDWLRQ IXQGV ����� ����� �� ���

2WKHU ZLWKKROGLQJ WD[ ����� ����� �� ���

3HWUROHXP UHVRXUFH UHQW WD[ ����� ����� ���� �����

7RWDO LQFRPH WD[ ������� ������� ������ ����

,QGLUHFW WD[

([FLVH GXW\

3HWUROHXP SURGXFWV DQG FUXGH RLO ������ ������ ���� ����

2WKHU H[FLVH ����� ����� ���� ����

7RWDO H[FLVH GXW\ ������ ������ ����� ����

&XVWRPV GXW\ ����� ����� �� ���

2WKHU LQGLUHFW WD[HV ��� ��� �� ����

7RWDO LQGLUHFW WD[ ������ ������ ������ ����

)ULQJH EHQHILWV WD[ ����� ����� ���� ����

$JULFXOWXUDO OHYLHV ��� ��� ��� ����

2WKHU WD[HV ��� ��� �� ����

7RWDO WD[ UHYHQXH ������� ������� ������ ����

1RQ�WD[ UHYHQXH ������ ������ ����� ����

7RWDO UHYHQXH ������� ������� ������ ����

�������

�D� $GMXVWHG VLQFH 0<()2 WR UHIOHFW D UHDOORFDWLRQ RI UHYHQXH DFURVV FRPSDQ\ WD[� JURVV RWKHU LQGLYLGXDOV�
VXSHUDQQXDWLRQ IXQGV WD[ DQG LQGLYLGXDO UHIXQGV� +RZHYHU� WKH 0<()2 HVWLPDWH IRU WRWDO LQFRPH WD[
KDV QRW FKDQJHG�

�E� ,QFOXGHV UHYHQXH IURP WKH 0HGLFDUH OHY\�
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Forward estimates of the major categories of revenue, for the period from 2001-02 to
2004-05 are provided in Table B1.

7DEOH %�� )RUZDUG HVWLPDWHV RI UHYHQXH

&KDQJH &KDQJH &KDQJH &KDQJH

RQ RQ RQ RQ

(VWLPDWH ������� (VWLPDWH ������� (VWLPDWH ������� (VWLPDWH �������

�P � �P � �P � �P �

,QGLYLGXDOV WD[ ������ ��� ������ ��� ������ ��� ������� ���

3HU FHQW RI *'3 ���� ���� ���� ����

2WKHU LQFRPH WD[ ������ ����� ������ ��� ������ ��� ������ ���

3HU FHQW RI *'3 ��� ��� ��� ���

7RWDO LQFRPH WD[ ������� ���� ������� ��� ������� ��� ������� ���

3HU FHQW RI *'3 ���� ���� ���� ����

,QGLUHFW WD[ ������ ���� ������ ��� ������ ��� ������ ���

3HU FHQW RI *'3 ��� ��� ��� ���

7RWDO WD[�D� ������� ���� ������� ��� ������� ��� ������� ���

3HU FHQW RI *'3 ���� ���� ���� ����

1RQ�WD[ UHYHQXH ������ ���� ������ ����� ������ ��� ������ ���

3HU FHQW RI *'3 ��� ��� ��� ���

7RWDO UHYHQXH ������� ���� ������� ��� ������� ��� ������� ���

3HU FHQW RI *'3 ���� ���� ���� ����

������� ������� ��������������

�D� ,QFOXGHV )%7� DJULFXOWXUDO OHYLHV DQG RWKHU WD[HV�

The forward estimates of revenue are underpinned by the conventional assumption of
no change in current policy. Consequently, the forward estimates of revenue only
reflect projected growth in economic parameters and policy measures contained in this
and previous budgets, including those associated with The New Tax System.

Taxation revenue generally moves in line with economic activity during periods of
steady economic growth (as depicted by the economic projections in this Budget), but
tends to swing more sharply during periods of economic contraction and rapid
expansion (in particular, more sharply than nominal GDP growth).

Total revenue is expected to remain at around 22.1 per cent of GDP from 2002-03 to
2004-05. (Growth in all categories of total revenue in 2001-02 are explained in detail in
Part II of this Statement.)
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Total tax revenue is expected to remain at around 20.9 per cent of GDP across the
forward estimates, with a slightly lower estimate in 2002-03. Lower tax revenue in
2002-03 in part reflects a one-off deferral in the timing of tax payments from annual
Pay As You Go (PAYG) taxpayers that are not registered for the GST.

•  A projected increase in income tax as a proportion of GDP over the forward years is
offset, in contrast to last year, by a decline in indirect tax as a proportion of GDP,
mostly reflecting the decision to abolish petroleum excise indexation.

Non-tax revenue is expected to decrease in 2002-03, reflecting lower projected
dividends from GBEs and other associated entities (including the Reserve Bank of
Australia). Non-tax revenue is expected to remain at around 1.3 per cent of GDP in
2003-04 and 2004-05.
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Table C1 provides a summary of the revenue measures introduced since the MYEFO.
A full description of all 2001-02 Budget revenue measures can be found in Part I of
Budget Paper No. 2, Budget Measures 2001-02.

7DEOH &�� 5HYHQXH PHDVXUHV VLQFH WKH ������� 0<()2
�D�

������� ������� ������� �������

�P �P �P �P

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

$XVWUDOLD
V UHVSRQVH WR IRRW DQG PRXWK GLVHDVH DQG

RWKHU TXDUDQWLQH ULVNV ���� ���� ���� ����

([WHQVLRQ RI GDLU\ LQGXVWU\ DGMXVWPHQW OHY\ � � � �

3RUIROLR WRWDO ���� ���� ���� ����

$WWRUQH\�*HQHUDO
V

$XVWUDOLD
V UHVSRQVH WR IRRW DQG PRXWK GLVHDVH DQG

RWKHU TXDUDQWLQH ULVNV ���� ���� ���� ����

*RYHUQPHQW UHVSRQVH WR WKH 3URGXFWLYLW\

&RPPLVVLRQ UHSRUW RQ JHQHUDO WDULIIV � ����� ����� �����

3RUWIROLR WRWDO ���� ���� ���� ����

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV

,QFUHDVH LQ *60 ��� OLFHQFH IHHV ���� ���� ���� ����

5DGLRFRPPXQLFDWLRQV OLFHQVLQJ DUUDQJHPHQWV ���� ���� ���� ����

6WUDWHJ\ RQ HOHFWURPDJQHWLF SXEOLF KHDOWK LVVXHV ��� ��� ��� ���

3RUWIROLR WRWDO ���� ���� ���� ����

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ����� DGGLWLRQDO WDUJHWHG

XQLYHUVLW\ SODFHV � ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 3RVWJUDGXDWH (GXFDWLRQ

/RDQV 6FKHPH � ��� ��� ����

+LJKHU HGXFDWLRQ SODFHV IRU UHJLRQDO XQLYHUVLWLHV

DQG FDPSXVHV � �� ��� ���

,QFRPH�FRQWLQJHQW ORDQV IRU EULGJLQJ FRXUVHV IRU

RYHUVHDV WUDLQHG SURIHVVLRQDOV � � ��� ���

3RUWIROLR WRWDO � ��� ��� ����

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

1HZ VRFLDO VHFXULW\ DUUDQJHPHQWV EHWZHHQ

$XVWUDOLD DQG 1HZ =HDODQG � ����� ����� �����

3RUWIROLR WRWDO � ����� ����� �����

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

%DFNLQJ $XVWUDOLD
V $ELOLW\ � DWWUDFWLQJ LQIRUPDWLRQ

DQG FRPPXQLFDWLRQV WHFKQRORJ\ ZRUNHUV ��� ��� ��� ���

,QFUHDVH LQ WKH SHUPDQHQW PLJUDQW LQWDNH ��� ��� ��� ���

1HZ VRFLDO VHFXULW\ DUUDQJHPHQWV EHWZHHQ

$XVWUDOLD DQG 1HZ =HDODQG ���� ���� ���� ����

2QVKRUH SURFHVVLQJ RI VWXGHQWV LQ SRLQWV WHVWHG

FDWHJRULHV ��� ��� ��� ���
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7DEOH &�� 5HYHQXH PHDVXUHV VLQFH WKH ������� 0<()2�D� �FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

�FRQWLQXHG�

5HIRUP RI LQGHSHQGHQW H[HFXWLYHV YLVD

DUUDQJHPHQWV ��� ��� ��� ���

6WUDWHJ\ WR VWUHQJWKHQ $XVWUDOLD
V LPPLJUDWLRQ

VHUYLFHV WR SULRULW\ DUHDV � H[WHQVLRQ RI

(OHFWURQLF 7UDYHO $XWKRULW\ DUUDQJHPHQWV ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

7UHDVXU\

,QFRPH WD[

$OORZLQJ SDUWLFLSDQWV LQ WKH 6LPSOLILHG 7D[ 6\VWHP

WR DFFRXQW IRU WKH YDOXH RI VWRFN XQGHU H[LVWLQJ

PHWKRGV 
 
 
 


$SSRUWLRQPHQW RI GHGXFWLRQV IRU GRQDWLRQV RI

SURSHUW\ � � ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ��� SHU FHQW 
SUHPLXP


WD[ FRQFHVVLRQ IRU DGGLWLRQDO UHVHDUFK DQG

GHYHORSPHQW H[SHQGLWXUH ����� ����� ������ ������

%DFNLQJ $XVWUDOLD
V $ELOLW\ � FKDQJHV WR WKH GHILQLWLRQ

RI UHVHDUFK DQG GHYHORSPHQW DFWLYLWLHV 
 
 
 


%DFNLQJ $XVWUDOLD
V $ELOLW\ � HIIHFWLYH OLIH ZULWH�RII

IRU UHVHDUFK DQG GHYHORSPHQW SODQW ���� ���� ����� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � UHVHDUFK DQG

GHYHORSPHQW WD[ RIIVHW IRU VPDOO FRPSDQLHV � ���� ���� ����

&DSLWDO JDLQV WD[ UHOLHI IRU VKDUHKROGHUV RI OLVWHG

LQYHVWPHQW FRPSDQLHV ���� ����� ����� �����

&DSLWDO JDLQV WD[ UROORYHU UHOLHI IRU VKDUHV IURP

LQVXUDQFH FRPSDQ\ GHPXWXDOLVDWLRQV � � � �

&DSLWDO JDLQV WD[ WUHDWPHQW RI VKDUHV KHOG LQ WUXVW

XQGHU HPSOR\HH VKDUH VFKHPHV 
 
 
 


&KDQJHV WR SUHSD\PHQW DUUDQJHPHQWV IRU

QRQ�EXVLQHVV DQG VPDOO EXVLQHVV WD[SD\HUV ����� � � �

&KDQJHV WR WKH RYHUVHDV GHIHQFH IRUFHV UHEDWH DQG

WKH 8QLWHG 1DWLRQV �81� DUPHG IRUFHV UHEDWH 
 
 
 


'HGXFWLELOLW\ RI FHUWDLQ JLIWV 
 
 
 


'HSUHFLDWLRQ RI VHFRQG KDQG DVVHWV ZKHUH WKH HQG

XVHU GRHV QRW FKDQJH ���� ���� ���� ����

([WHQGHG ORGJHPHQW GDWH IRU %XVLQHVV $FWLYLW\

6WDWHPHQWV � � � �

([WHQVLRQ RI LQFRPH WD[ H[HPSWLRQ IRU QRW�IRU�SURILW

RUJDQLVDWLRQV WR LQFOXGH WKH LQIRUPDWLRQ DQG

FRPPXQLFDWLRQV WHFKQRORJ\ LQGXVWU\ �� �� �� ��

)RUHLJQ EUDQFK DFFHVV WR IXQGV IUHH RI LQWHUHVW

ZLWKKROGLQJ WD[ ���� ���� ���� ����

)ULQJH EHQHILWV UHSRUWLQJ � H[FOXVLRQ RI EHQHILWV

DVVRFLDWHG ZLWK $XVWUDOLDQ 'HIHQFH )RUFH �$')�

UHPRYDOV 
 
 
 


*'3�DGMXVWHG PHWKRG IRU 3$<* LQVWDOPHQWV IRU

LQGLYLGXDOV DQG VRPH FRPSDQLHV DQG

VXSHUDQQXDWLRQ IXQGV ������ ����� ����� �����
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7DEOH &�� 5HYHQXH PHDVXUHV VLQFH WKH ������� 0<()2�D� �FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

7UHDVXU\ �FRQWLQXHG�

,QFUHDVH LQ WKH 0HGLFDUH OHY\ ORZ LQFRPH WKUHVKROGV ����� ����� ����� �����

,QFUHDVLQJ WKH GHSUHFLDWLQJ DVVHWV WKUHVKROG IRU

WKH 6LPSOLILHG 7D[ 6\VWHP ���� ���� ���� �����

1RW SURFHHGLQJ ZLWK WKH HDUO\ UHIXQGLQJ RI H[FHVV

LPSXWDWLRQ FUHGLWV ����� � ���� ����

3HQVLRQHUV EHORZ VHQLRUV DJH� LQFUHDVH LQ UHEDWHV ����� ����� ����� �����

5HGXFWLRQ LQ VXUFKDUJH RQ FHUWDLQ WHUPLQDWLRQ

SD\PHQWV ����� ����� ����� �����

5HILQLQJ WKH XQLIRUP FDSLWDO DOORZDQFH V\VWHP 
 
 
 


5HIRUPHG GHEW�HTXLW\ WD[ ERUGHUOLQH 
 
 
 


5HIRUP RI WKLQ FDSLWDOLVDWLRQ � DPHQGPHQWV WR WKH

SURSRVHG UXOHV ����� ����� ����� �����

5HOD[LQJ WKH 
JURXSLQJ
 UXOH IRU WKH 6LPSOLILHG 7D[

6\VWHP 
 
 
 


5HWURVSHFWLYH FKDQJHV WR WKH H[FOXVLYH XVH LQWHQWLRQ

WHVW IRU UHVHDUFK DQG GHYHORSPHQW 
 
 
 


5HYLVHG EXVLQHVV WD[ UHIRUP LPSOHPHQWDWLRQ

WLPHWDEOH ����� ����� ������ �����

6HQLRU $XVWUDOLDQV DQG SHQVLRQHUV� LQFUHDVH LQ

0HGLFDUH OHY\ WKUHVKROG ����� ����� ����� �����

6HQLRU $XVWUDOLDQV� LQFUHDVH LQ UHEDWHV ������ ������ ������ ������

7D[DWLRQ WUHDWPHQW RI GDWDFDVWLQJ WUDQVPLWWHU

OLFHQFHV 
 
 
 


:LWKGUDZDO RI HQWLW\ WD[DWLRQ H[SRVXUH GUDIW

OHJLVODWLRQ ������ ������ ������ ������

,QGLUHFW WD[

$EROLWLRQ RI SHWUROHXP IXHOV H[FLVH LQGH[DWLRQ ������ ������ ������ �������

)XQGLQJ IRU $LUVHUYLFHV $XVWUDOLD DQG DYLDWLRQ

LQGXVWU\ FRPSOLDQFH ���� ���� ��� ���

5HGXFHG H[FLVH DQG FXVWRPV GXW\ RQ SHWUROHXP IXHOV ������ ������ ������ ������

5HGXFWLRQ RI H[FLVH RQ GUDXJKW EHHU ������ ������ ������ ������

1RQ�WD[ UHYHQXH

,QFUHDVH LQ ILQDQFLDO VHFWRU OHY\ IRU WKH

6XSHUDQQXDWLRQ &RPSODLQWV 7ULEXQDO ��� ��� ��� ���

3RUWIROLR WRWDO ������� ������� ������� �������

7RWDO LPSDFW RI UHYHQXH PHDVXUHV�E� ������� ������� ������� �������


 7KH QDWXUH RI WKH PHDVXUH LV VXFK WKDW D UHOLDEOH HVWLPDWH FDQQRW EH SURYLGHG�
�D� $ PLQXV VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D UHGXFWLRQ LQ UHYHQXH� QR VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV

D JDLQ WR UHYHQXH�
�E� 0HDVXUHV PD\ QRW DGG WR WRWDO GXH WR URXQGLQJ�
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$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

:RRO ,QGXVWU\ � FKDQJHV LQ ZRRO OHY\

DUUDQJHPHQWV ����� ����� ����� �����

3RUWIROLR 7RWDO ����� ����� ����� �����

$WWRUQH\�*HQHUDO
V

([WHQVLRQ RI WKH ,PSRUW &UHGLW 6FKHPH � � � �

3RUWIROLR 7RWDO � � � �

7UHDVXU\

,QFRPH WD[

$PHQGPHQW WR WUDQVLWLRQDO PHDVXUHV IRU WKH

PHUJLQJ RI VKDUH SUHPLXP DQG VKDUH

FDSLWDO DFFRXQWV � � � �

$PHQGPHQWV WR 3D\ $V <RX *R LQVWDOPHQWV

IRU FHUWDLQ EHQHILFLDULHV RI WUXVWV ��� ��� ��� ���

&KDQJH LQ WKH VWDWXV RI FRQVWLWXWLRQDOO\

SURWHFWHG VXSHUDQQXDWLRQ IXQGV QIS QIS QIS QIS

&KDQJHV WR WKH 6LPSOLILHG 7D[ 6\VWHP ��� ���� ���� ���

'HGXFWLELOLW\ RI FHUWDLQ JLIWV 
 
 
 


'RXEOH WD[DWLRQ DJUHHPHQWV 
 
 
 


(OLJLELOLW\ IRU LPPHGLDWH GHGXFWLELOLW\ IRU

*67�UHODWHG H[SHQGLWXUH � � � �

(QWLW\ WD[DWLRQ ���� ����� ����� �����

([HPSWLRQ IRU DUWLVWV IURP WKH QRQ�FRPPHUFLDO

ORVVHV PHDVXUHV ���� ���� ���� ����

,QFRPH WD[ H[HPSWLRQ IRU ORFDO JRYHUQPHQW

EXVLQHVVHV � � � �

0HGLFDUH OHY\ VXUFKDUJH � WUHDWPHQW RI KLJK

IURQW HQG GHGXFWLEOHV 
 
 
 


1R $XVWUDOLDQ %XVLQHVV 1XPEHU ZLWKKROGLQJ

RQ LQSXW WD[HG VXSSOLHV � � � �

5HPRYDO RI FDSLWDO JDLQV WD[ FKDQJHV IRU OLIH

LQVXUHUV DQG VXSHUDQQXDWLRQ IXQGV ����� ����� ����� ������

5ROORYHU UHOLHI IRU PHUJHU RI FRPSDQLHV XQGHU
3DUW � RI WKH /LIH ,QVXUDQFH $FW ���� � � � �

7D[DWLRQ DVSHFWV RI WKH UHVWUXFWXUH RI WKH

$XVWUDOLDQ :RRO 5HVHDUFK DQG 3URPRWLRQ

2UJDQLVDWLRQ � � � �

7D[ EHQHILWV IRU RUJDQLVDWLRQV SURPRWLQJ

SUHYHQWLRQ RU FRQWURO RI GLVHDVH RU LOOQHVV

LQ SHRSOH 
 
 
 


,QGLUHFW WD[

([FLVH FRQFHVVLRQ IRU PLFUR�EUHZHULHV ���� ���� ���� ����

3HWURO DQG GLHVHO H[FLVH UHGXFWLRQ � LQFUHDVH

LQ UHGXFWLRQ WR ��� FHQWV SHU OLWUH ������ ������ ������ ������

5HPRYLQJ FDPSHUYDQV� PRWRU KRPHV DQG

FRPPHUFLDO YHKLFOHV IURP OX[XU\ FDU WD[ ���� ���� ���� ����

5HPRYLQJ WKH H[FLVH�IUHH VWDWXV RI PHWKDQRO

EOHQGHG ZLWK SHWURO � � � �
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7UHDVXU\ �FRQWLQXHG�

)ULQJH EHQHILWV WD[

&RQYHUWLQJ UHEDWHV WR D IULQJH EHQHILWV WD[

H[HPSWLRQ IRU QRQ�SURILW KRVSLWDOV ����� ����� ����� �����

)ULQJH EHQHILWV UHSRUWLQJ � H[FOXVLRQ IRU

HPHUJHQF\ YHKLFOHV 
 
 
 


)ULQJH EHQHILWV WD[ H[HPSWLRQ IRU SROLFH

KRXVLQJ LQ UHJLRQDO DUHDV 
 
 
 


)ULQJH EHQHILWV WD[ H[HPSWLRQ IRU IUHH WUDYHO

RQ SXEOLF WUDQVSRUW E\ SROLFH RIILFHUV ���� ���� ���� ����

1RQ�WD[ UHYHQXH

$GGLWLRQDO SD\PHQWV IURP WKH 6WDWHV DQG

7HUULWRULHV IRU *67 DGPLQLVWUDWLRQ ����� � � �

6XSHUDQQXDWLRQ &RPSODLQWV 7ULEXQDO � � � �

3RUWIROLR WRWDO ����� ������ ������ ������

'HFLVLRQV WDNHQ EXW QRW UHSRUWHG LQ 0<()2 QIS QIS QIS QIS

7RWDO LPSDFW RI UHYHQXH PHDVXUH�F� ����� ������ ������ ������


 7KH QDWXUH RI WKH PHDVXUH LV VXFK WKDW D UHOLDEOH HVWLPDWH FDQQRW EH SURYLGHG�
�D� $ PLQXV VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV D UHGXFWLRQ LQ UHYHQXH� QR VLJQ EHIRUH DQ HVWLPDWH LQGLFDWHV

D JDLQ WR UHYHQXH�
�E� 7KHVH HVWLPDWHV DUH DV SXEOLVKHG LQ ������� 0<()2� 'HVFULSWLRQV RI WKH PHDVXUHV DUH SURYLGHG LQ WKH

0<()2 SXEOLFDWLRQ�
�F� 0HDVXUHV PD\ QRW DGG WR WRWDO GXH WR URXQGLQJ�
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This appendix provides a brief overview of the cost of tax concessions provided by the
concessional tax treatment of specific activities and/or groups.

Tax concessions provide a benefit to a specified activity or class of taxpayer. Tax
concessions can be delivered in a variety of ways, for example by a tax exemption, tax
deduction, tax rebate, reduced tax rate or by deferring a tax liability. The Government
can use tax concessions to allocate resources to different activities in much the same
way that it can use direct expenditure programmes. For this reason, and noting their
direct impact on the fiscal balance, these tax concessions are generally called tax
expenditures.

The data reported in this appendix are consistent with tax expenditure data reported in
the 2000 Tax Expenditures Statement. The Tax Expenditures Statement (TES) is an
annual statement of Commonwealth tax expenditures.

Table D1 provides estimates of total tax expenditures for the period 1997-98 to 2004-05.
There are several major considerations that need to be taken into account when
analysing these data.

•  These figures may understate the total cost of tax expenditures, as some identified
tax expenditures have not been estimated due to a lack of data and the TES does not
necessarily provide a comprehensive listing of all tax expenditures.

•  Some caution should be exercised when using these tax expenditure estimates to
measure the amount of tax revenue forgone. Tax expenditure estimates measure the
benefit of the tax concession to the recipient, not the impact on the fiscal balance
from the removal of that tax expenditure. The two might differ due to behavioural
responses or for other reasons (see chapters 1.4 and 2.3 of the 2000 Tax Expenditures
Statement).

•  Trends in aggregate tax expenditures over time will reflect both changes to the cost
of individual tax expenditures and changes in the coverage of tax expenditures
being costed.

•  Tax expenditure aggregates are net aggregates as they include the offsetting effects
of negative tax expenditures.

•  Changes over time in methodology and data used to calculate the value of
particular tax expenditures can result in large revisions to tax expenditure
estimates. Therefore estimates that were provided in previous editions of the TES or
in previous Budgets may not be strictly comparable to figures reported here.
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5HWLUHPHQW DQG

RWKHU HPSOR\PHQW 2WKHU WD[ 7D[ H[SHQGLWXUHV

WHUPLQDWLRQ EHQHILWV H[SHQGLWXUHV 7RWDO DV D SURSRUWLRQ
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Measured tax expenditures are projected to decline as a proportion of GDP from
4.5 per cent in 1997-98 to around 4.0 per cent in 2004-05. The largest single contributing
factor to the decline in total measured tax expenditures is the removal of accelerated
depreciation under The New Tax System.
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7D[ UHYHQXH

,QFRPH WD[

,QGLYLGXDOV�F�

*URVV 3$<*: ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

*URVV RWKHU LQGLYLGXDOV ����� ���� ���� ���� ���� ����� ����� ����� ����� ����� ����� �����

*URVV 336�G� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� � �

OHVV� 5HIXQGV ���� ���� ���� ���� ���� ���� ���� ���� ����� ����� ����� �����

7RWDO LQGLYLGXDOV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

&RPSDQLHV ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����

6XSHUDQQXDWLRQ IXQGV ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

:LWKKROGLQJ WD[ ��� ��� ��� ��� ��� ���� ���� ���� ���� ���� ���� ����

3HWUROHXP UHVRXUFH UHQW WD[ ��� ��� ���� ���� ��� ��� ���� ��� ��� ���� ���� ����

7RWDO LQFRPH WD[ ����� ����� ����� ����� ����� ����� ����� ����� ������ ������ ������ ������

,QGLUHFW WD[�H�

([FLVH GXW\

&UXGH RLO DQG /3* ���� �� ��� �� �� �� � �� �� ��� ��� ���

3HWUROHXP SURGXFWV�I� ���� ���� ���� ���� ���� ����� ����� ����� ����� ����� ����� �����

2WKHU H[FLVH GXW\ ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

7RWDO H[FLVH GXW\ ����� ���� ���� ����� ����� ����� ����� ����� ����� ����� ����� �����

&XVWRPV GXW\ ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

6DOHV WD[HV�J� ���� ���� ���� ����� ����� ����� ����� ����� ����� ����� ���� ���

7RWDO LQGLUHFW WD[ ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� ����� �����
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1RQ�WD[ UHYHQXH

,QWHUHVW UHFHLYHG ���� ���� ���� ���� ���� ���� ���� ���� ��� ��� ���� ���

'LYLGHQGV DQG RWKHU ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� ����� �����

7RWDO QRQ�WD[ UHYHQXH ���� ���� ���� ���� ���� ���� ���� ���� ���� ����� ����� �����

7RWDO UHYHQXH ����� ����� ����� ������ ������ ������ ������ ������ ������ ������ ������ ������

0HPRUDQGXP LWHPV�

0HGLFDUH OHY\ UHFHLSWV�L� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

'LHVHO IXHO UHEDWH H[SHQVH�M� ��� ��� ��� ���� ���� ���� ���� ���� ���� ���� ���� ����

�D� )LJXUHV XS WR DQG LQFOXGLQJ ������� DUH EDVHG RQ WKH ROG &RPPRQZHDOWK %XGJHW 6HFWRU FDVK DFFRXQWLQJ IUDPHZRUN� )LJXUHV IURP ��������� DUH RQ D
&RPPRQZHDOWK JHQHUDO JRYHUQPHQW *)6 EDVLV� FRQVLVWHQW ZLWK WKH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN �83)�� $V D UHVXOW� WKH FDWHJRU\ µ'LYLGHQGV DQG RWKHU¶ QRZ
LQFOXGHV PDQ\ ODUJH LWHPV WKDW ZHUH QHWWHG RII UHYHQXH LQ RXWFRPHV SULRU ���������� QDPHO\ µ5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV¶ �DURXQG �� ELOOLRQ IURP
����������� µ5HFHLSWV IURP VDOHV RI QRQ�ILQDQFLDO DVVHWV¶ �DURXQG ���� ELOOLRQ LQ ��������� DQG ������� DQG DURXQG ���� ELOOLRQ LQ ��������� µ2WKHU UHFHLSWV¶
�DURXQG �� ELOOLRQ IURP ���������� DQG µ*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV¶ �DURXQG �� ELOOLRQ IURP ���������

�E� (VWLPDWHV�
�F� 3UHVHQWHG RQ D EDVLV LQFOXVLYH RI WKH 0HGLFDUH OHY\� 6HH PHPRUDQGXP LWHP IRU 0HGLFDUH OHY\ RXWFRPHV DQG HVWLPDWHV�
�G� 336 GHQRWHV SUHVFULEHG SD\PHQWV V\VWHP �ZKLFK ZDV UHSODFHG E\ WKH QHZ 3$<* V\VWHP IURP � -XO\ ������
�H� 7KHVH LWHPV DUH UHSRUWHG QHW RI 5HYHQXH 5HSODFHPHQW 3D\PHQWV �553V� WR WKH 6WDWHV�
�I� ([FOXGHV WKH GLHVHO IXHO UHEDWH �')5� RIIVHW WR UHYHQXH� ZKLFK LV FODVVLILHG DV DQ H[SHQVH�
�J� 7KLV LWHP LQFOXGHV WKH ZLQH HTXDOLVDWLRQ WD[ DQG WKH OX[XU\ FDU WD[ IURP ��������
�K� &RQVLVWHQW ZLWK *)6 UHSRUWLQJ VWDQGDUGV� )%7 LV QR ORQJHU FODVVLILHG DV DQ LQFRPH WD[�
�L� 7KH 0HGLFDUH OHY\ ZDV LQFUHDVHG IURP ��� WR ��� SHU FHQW IRU WKH SHULRG IURP � -XO\ ���� WR �� -XQH ���� WR IXQG WKH JXQV EX\�EDFN VFKHPH�
�M� 2XWFRPHV DQG HVWLPDWHV RI WKH ')5 H[SHQVH� 5HSRUWHG IRU LQIRUPDWLRQDO SXUSRVHV RQO\�
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,QGLYLGXDOV ([FLVHV

7D[DWLRQ UHYHQXH 1RQ�WD[DWLRQ UHYHQXH

2WKHU WD[DWLRQ UHYHQXH,QFRPH WD[

�D� )LJXUHV XS WR DQG LQFOXGLQJ ������� DUH EDVHG RQ WKH ROG &RPPRQZHDOWK %XGJHW 6HFWRU FDVK DFFRXQWLQJ IUDPHZRUN� )LJXUHV IURP ��������� DUH RQ D
&RPPRQZHDOWK JHQHUDO JRYHUQPHQW *)6 EDVLV� FRQVLVWHQW ZLWK WKH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN �83)�� $V D UHVXOW� WKH FDWHJRU\ µ'LYLGHQGV DQG RWKHU¶ QRZ
LQFOXGHV PDQ\ ODUJH LWHPV WKDW ZHUH QHWWHG RII UHYHQXH LQ RXWFRPHV SULRU ���������� QDPHO\ µ5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV¶ �DURXQG �� ELOOLRQ IURP
����������� µ5HFHLSWV IURP VDOHV RI QRQ�ILQDQFLDO DVVHWV¶ �DURXQG ���� ELOOLRQ LQ ��������� DQG ������� DQG DURXQG ���� ELOOLRQ LQ ��������� µ2WKHU UHFHLSWV¶
�DURXQG �� ELOOLRQ IURP ���������� DQG µ*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV¶ �DURXQG �� ELOOLRQ IURP ���������

�E� 7KH WRWDO IRU WKH LQGLYLGXDOV FDWHJRU\ DOVR LQFOXGHV UHIXQGV�
�F� 7KH WRWDO IRU WKH LQFRPH WD[ FDWHJRU\ DOVR LQFOXGHV UHIXQGV� 3557 DQG RWKHU ZLWKKROGLQJ WD[�
�G� 3HWUROHXP SURGXFWV H[FLVH LQFOXGHV FUXGH RLO DQG OLTXLG SHWUROHXP JDV �/3*� H[FLVH� EXW H[FOXGHV WKH ')5 RIIVHW WR UHYHQXH� ZKLFK LV QRZ FODVVLILHG DV DQ H[SHQVH�
�H� 2WKHU H[FLVH FRPSULVHV H[FLVH IURP EHHU� SRWDEOH VSLULWV DQG WREDFFR�
�I� 7KLV LWHP DOVR LQFOXGHV WKH ZLQH HTXDOLVDWLRQ WD[ DQG WKH OX[XU\ FDU WD[ IURP ��������
�J� &RQVLVWHQW ZLWK *)6 UHSRUWLQJ VWDQGDUGV� )%7 LV QR ORQJHU FODVVLILHG DV DQ LQFRPH WD[�
�K� 7KH WRWDO IRU µRWKHU WD[DWLRQ UHYHQXH¶ DOVR LQFOXGHV DJULFXOWXUDO OHYLHV DQG RWKHU WD[HV�
�L� (VWLPDWHV�
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7DEOH (�� 0DMRU FDWHJRULHV RI UHYHQXH DV D SURSRUWLRQ RI WRWDO UHYHQXH �FDVK EDVLV��D�

7RWDO

3HWUROHXP RWKHU 'LYLGHQGV 7RWDO

*URVV *URVV *URVV 7RWDO 6XSHU 7RWDO SURGXFWV 2WKHU 7RWDO &XVWRPV 6DOHV )%7 WD[ 7RWDO WD[ DQG QRQ�WD[

3$<*: RWKHU 336 �E� &RPSDQLHV IXQGV �F� �G� �H� H[FLVHV GXW\ WD[�I� �J� �K� UHYHQXH ,QWHUHVW RWKHU UHYHQXH
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������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ���� ��� ���� ��� ���� ���� ��� ��� ���

������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ���� ��� ���� ��� ���� ���� ��� ��� ���

������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ���� ��� ���� ��� ���� ���� ��� ��� ���

������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ��� ��� ���� ��� ���� ���� ��� ��� ���

������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ��� ��� ���� ��� ���� ���� ��� ��� ���

������� ���� ��� ��� ���� ���� ��� ���� ��� ��� ��� ��� ��� ��� ���� ���� ��� ��� ���

��������L� ���� ��� ��� ���� ���� ��� ���� ��� ��� ���� ��� ��� ��� ���� ���� ��� ��� ���

��������L� ���� ��� ��� ���� ���� ��� ���� ��� ��� ���� ��� ��� ��� ���� ���� ��� ��� ���

([FLVHV,QGLYLGXDOV

1RQ�WD[DWLRQ UHYHQXH7D[DWLRQ UHYHQXH

,QFRPH WD[ 2WKHU WD[DWLRQ UHYHQXH

�D� )LJXUHV XS WR DQG LQFOXGLQJ ������� DUH EDVHG RQ WKH ROG &RPPRQZHDOWK %XGJHW 6HFWRU FDVK DFFRXQWLQJ IUDPHZRUN� )LJXUHV IURP ��������� DUH RQ D
&RPPRQZHDOWK JHQHUDO JRYHUQPHQW *)6 EDVLV� FRQVLVWHQW ZLWK WKH 8QLIRUP 3UHVHQWDWLRQ )UDPHZRUN �83)�� $V D UHVXOW� WKH FDWHJRU\ µ'LYLGHQGV DQG RWKHU¶ QRZ
LQFOXGHV PDQ\ ODUJH LWHPV WKDW ZHUH QHWWHG RII UHYHQXH LQ RXWFRPHV SULRU ���������� QDPHO\ µ5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV¶ �DURXQG �� ELOOLRQ IURP
����������� µ5HFHLSWV IURP VDOHV RI QRQ�ILQDQFLDO DVVHWV¶ �DURXQG ���� ELOOLRQ LQ ��������� DQG ������� DQG DURXQG ���� ELOOLRQ LQ ��������� µ2WKHU UHFHLSWV¶
�DURXQG �� ELOOLRQ IURP ���������� DQG µ*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV¶ �DURXQG �� ELOOLRQ IURP ���������

�E� 7KH WRWDO IRU WKH LQGLYLGXDOV FDWHJRU\ DOVR LQFOXGHV UHIXQGV�
�F� 7KH WRWDO IRU WKH LQFRPH WD[ FDWHJRU\ DOVR LQFOXGHV UHIXQGV� 3557 DQG RWKHU ZLWKKROGLQJ WD[�
�G� 3HWUROHXP SURGXFWV H[FLVH LQFOXGHV FUXGH RLO DQG OLTXLG SHWUROHXP JDV �/3*� H[FLVH� EXW H[FOXGHV WKH ')5 RIIVHW WR UHYHQXH� ZKLFK LV QRZ FODVVLILHG DV DQ H[SHQVH�
�H� 2WKHU H[FLVH FRPSULVHV H[FLVH IURP EHHU� SRWDEOH VSLULWV DQG WREDFFR�
�I� 7KLV LWHP DOVR LQFOXGHV WKH ZLQH HTXDOLVDWLRQ WD[ DQG WKH OX[XU\ FDU WD[ IURP ��������
�J� &RQVLVWHQW ZLWK *)6 UHSRUWLQJ VWDQGDUGV� )%7 LV QR ORQJHU FODVVLILHG DV DQ LQFRPH WD[�
�K� $V ZHOO DV H[FLVHV� FXVWRPV GXW\� VDOHV WD[ DQG )%7� µRWKHU WD[DWLRQ UHYHQXH¶ LQFOXGHV DJULFXOWXUDO OHYLHV DQG RWKHU WD[HV�
�L� (VWLPDWHV�
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5HFRQFLOLDWLRQ RI H[SHQVHV VLQFH WKH ������� %XGJHW �������������������������������������������������������������
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+HDOWK�������������������������������������������������������������������������������������������������������������������������������

6RFLDO VHFXULW\ DQG ZHOIDUH��������������������������������������������������������������������������������������������������

+RXVLQJ DQG FRPPXQLW\ DPHQLWLHV���������������������������������������������������������������������������������������

5HFUHDWLRQ DQG FXOWXUH��������������������������������������������������������������������������������������������������������

)XHO DQG HQHUJ\ �����������������������������������������������������������������������������������������������������������������

$JULFXOWXUH� IRUHVWU\ DQG ILVKLQJ�������������������������������������������������������������������������������������������

0LQLQJ DQG PLQHUDO UHVRXUFHV ����������������������������������������������������������������������������������������������

7UDQVSRUW DQG FRPPXQLFDWLRQ ���������������������������������������������������������������������������������������������

2WKHU HFRQRPLF DIIDLUV��������������������������������������������������������������������������������������������������������

2WKHU SXUSRVHV ������������������������������������������������������������������������������������������������������������������

3DUW ,,� *HQHUDO JRYHUQPHQW QHW FDSLWDO LQYHVWPHQW �����������������������������������

2YHUYLHZ���������������������������������������������������������������������������������������������������������������������������

5HFRQFLOLDWLRQ RI QHW FDSLWDO LQYHVWPHQW VLQFH WKH ������� %XGJHW������������������������������������������

1HW FDSLWDO LQYHVWPHQW E\ IXQFWLRQ���������������������������������������������������������������������������������������

$SSHQGLFHV

$SSHQGL[ $� ([SHQVH 0HDVXUHV ������������������������������������������������������������������������������������������

$SSHQGL[ %� 1HW &DSLWDO ,QYHVWPHQW 0HDVXUHV ���������������������������������������������������������������������

$SSHQGL[ &� ([SHQVHV 6WDWLVWLFV������������������������������������������������������������������������������������������





���

�����������	���
����������

����
�����������������

�����	
�����

Statement 6 presents the 2001-02 Budget year and forward estimates of general government
expenses and net capital investment on a Government Finance Statistics (GFS) accrual
accounting basis. The Statement this year includes information on the allocation of
Commonwealth funds to the various functions of government.

The GFS framework is a specialised statistical system designed to support economic
analysis of the public sector. The framework allows comprehensive assessments to be
made of the economic impact of government.

The functional classification system brings together expenses and net capital
investment directed towards like objectives or purposes. It facilitates presentation of
information on the basic purposes of government activities and of the resources
devoted by the Commonwealth to those purposes.

Expenses represent the full costs of an activity, as opposed to the direct cash costs.
Recording estimated expenses is in accord with international practice in government
budgeting and consistent with worldwide private sector practices.

Part I provides information on trends in expenses whilst Part II presents trends in net
capital investment estimates. Expense and net capital investment measures by
portfolio are listed, in Appendices A and B, with estimates of Commonwealth general
government expenses by function and sub-function, and by economic type in
Appendix C.

Further information on portfolios’ and agencies’ expenses, capital movements, major
outputs and administered items may be found in the respective Portfolio Budget
Statements.
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Expenses are estimated to increase by 0.7 per cent in real terms between 2000-01 and
2001-02, with an increase of 1.1 per cent in 2002-03, 1.3 per cent in 2003-04 and
0.9 per cent in 2004-05. These increases are largely due to policy decisions and
economic parameter variations.

7DEOH �� (VWLPDWHV RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW H[SHQVHV

������� ������� ������� �������

0<()2�D� 5HYLVHG (VWLPDWH 3URMHFWLRQ 3URMHFWLRQ 3URMHFWLRQ

7RWDO H[SHQVHV ��E� ����� ����� ����� ����� ����� �����

5HDO JURZWK RQ SUHYLRXV \HDU ��� �E� ��� ��� ��� ���

3HU FHQW RI *'3 ���� ���� ���� ���� ���� ����

�������

�D� $V SXEOLVKHG LQ WKH 0LG�<HDU (FRQRPLF DQG )LVFDO 2XWORRN ������� RQ D *)6 EDVLV� 7KH FRUUHVSRQGLQJ

HVWLPDWHV UHSRUWHG LQ WKH ������� %XGJHW ZHUH RQ DQ $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG 1R� �� �$$6���

EDVLV�

�E� 5HDO JURZWK LV FDOFXODWHG XVLQJ WKH QRQ�IDUP JURVV GRPHVWLF SURGXFW �*'3� GHIODWRU�

�(&21&,/,$7,21 2) (;3(16(6 6,1&( 7+( ���������8'*(7

Table 2 provides a reconciliation of the 2001-02 Budget, Mid-Year Economic and Fiscal
Outlook (MYEFO) 2000-2001 and 2000-01 Budget expenses estimates, showing the effect
of policy decisions and economic parameter and other variations since the estimates
were published in the 2000-01 Budget.
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7DEOH �� 5HFRQFLOLDWLRQ RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW H[SHQVH

HVWLPDWHV

������� ������� ������� �������

�P �P �P �P

([SHQVHV DW ������� %XGJHW ������� ������� ������� �������

&KDQJHV IURP ������� %XGJHW WR 0<()2

(IIHFW RI SROLF\ GHFLVLRQV�D� ��� ��� ��� ���

(IIHFW RI HFRQRPLF SDUDPHWHU YDULDWLRQV

8QHPSOR\PHQW EHQHILWV ��� ���� ���� ����

3ULFHV DQG ZDJHV � ��� ��� ���

,QWHUHVW DQG H[FKDQJH UDWHV �� �� �� ��

7RWDO HFRQRPLF SDUDPHWHU YDULDWLRQV � ��� ��� ���

3XEOLF GHEW LQWHUHVW ���� ���� ���� ����

3URJUDPPH VSHFLILF SDUDPHWHU YDULDWLRQV ����� ��� ��� ���

6OLSSDJH LQ ��������� %XGJHW GHFLVLRQV �� � � �

'HIHQFH ZHDSRQV SODWIRUPV UHFODVVLILFDWLRQ ����� ����� ��� ���

2WKHU YDULDWLRQV ��� ���� ����� �����

7RWDO YDULDWLRQV ����� ����� ����� �����

([SHQVHV DW ������� 0<()2 ������� ������� ������� �������

&KDQJHV IURP 0<()2 WR ������� %XGJHW

(IIHFW RI SROLF\ GHFLVLRQV�D��E� ����� ����� ����� �����

(IIHFW RI HFRQRPLF SDUDPHWHU YDULDWLRQV

8QHPSOR\PHQW EHQHILWV ��� ��� ��� ���

3ULFHV DQG ZDJHV ��� �� ��� ���

,QWHUHVW DQG H[FKDQJH UDWHV ��� ��� ��� ���

7RWDO HFRQRPLF SDUDPHWHU YDULDWLRQV ��� ����� ����� �����

3XEOLF GHEW LQWHUHVW ��� ���� ���� ����

3URJUDPPH VSHFLILF SDUDPHWHU YDULDWLRQV ��� ��� ����� �����

6OLSSDJH LQ ��������� %XGJHW GHFLVLRQV ��� ��� � �

2WKHU YDULDWLRQV�F� ����� ������ ������ ������

7RWDO YDULDWLRQV ����� ����� ����� �����

([SHQVHV DW ������� %XGJHW ������� ������� ������� �������

�D� ([FOXGLQJ WKH SXEOLF GHEW QHW LQWHUHVW HIIHFW RI SROLF\ PHDVXUHV�
�E� ,QFOXGHV DGGLWLRQDO GHIHQFH H[SHQGLWXUH DQQRXQFHG LQ WKH 'HFHPEHU ���� 'HIHQFH :KLWH 3DSHU �����

PLOOLRQ LQ �������� LQFUHDVLQJ WR RYHU �� ELOOLRQ LQ ��������� 3URYLVLRQ IRU WKLV H[SHQGLWXUH ZDV ODUJHO\
PDGH LQ WKH &RQWLQJHQF\ 5HVHUYH DW WKH ������� 0<()2� 7KH LPSDFW RI WKLV H[SHQGLWXUH RQ WKH ILVFDO
EDODQFH HVWLPDWHV LV RIIVHW E\ D FRUUHVSRQGLQJ QHJDWLYH µ2WKHU YDULDWLRQV¶�

�F� ,QFOXGHV WKH LPSDFW RI WKH UHPRYDO RI DGGLWLRQDO 'HIHQFH :KLWH 3DSHU IXQGLQJ IURP WKH &RQWLQJHQF\
5HVHUYH� $GMXVWLQJ IRU WKLV HIIHFW� RWKHU YDULDWLRQV VLQFH WKH ������� 0<()2 UHGXFH H[SHQVHV E\
���� ELOOLRQ LQ ������� DQG E\ DURXQG ���� ELOOLRQ LQ ��������
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3ROLF\ GHFLVLRQV

The effect of decisions taken since the 2000-01 MYEFO has been to increase estimated
expenses across all years. The increase is largely due to:

•  the Australians Working Together Package of measures to build a more effective
welfare system by providing new welfare services, incentives and obligations, at a
gross cost of $1.7 billion over four years;

•  a decision to exempt superannuation assets from the Social Security means test for
those aged over 55 but under pension age, at a cost of around $400 million over
four years;

•  enhancements to quarantine and inspection arrangements in response to foot and
mouth disease and other quarantine risks, totalling around $600 million over five
years;

•  the Government’s decision to extend the operation of the Natural Heritage Trust
(NHT) by five years to 2006-07 with an additional allocation of over $1 billion;

•  an increase in budget balancing assistance payments of around $670 million for the
three years from 2000-01, largely as a result of lower goods and services tax (GST)
revenue following the decision to allow full input tax credits for motor vehicles
purchased by business from 23 May 2001;

•  funding of $1.6 billion over five years for the Roads to Recovery and Roads to Outer
Metropolitan Areas Packages;

•  additional funding of $5.1 billion over four years to enhance Australia’s military
capabilities, as announced in the Defence White Paper; and

•  the Backing Australia’s Ability — An Innovation Action Plan for the Future Package of
measures.

Offsetting these increases are:

•  a package to prevent fraud and abuse of the social welfare system providing
savings of $143 million over the Budget and forward years; and

•  $104 million in savings from improving the use of cholesterol lowering medicines
on the Pharmaceutical Benefits Scheme (PBS).

3DUDPHWHU DQG RWKHU YDULDWLRQV

Parameter and other variations since the 2000-01 MYEFO have increased estimated
expenses across the Budget and forward years. The primary drivers include:
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•  increases in estimated unemployment benefit expenses due to an upward revision
to the forecast number of unemployment benefit recipients in 2001-02;

•  strong growth in estimated PBS expenses, driven by the increased use of newer and
more expensive drugs;

•  higher budget balancing assistance payments to the States and Territories due to
lower than previously anticipated collections of GST revenue (see Box 1 in
Statement 2 for further information);

•  indexation of expenses on schools, higher education and vocational and other
education; and

•  increases in interest expenses related to the Commonwealth’s public sector
superannuation, following a review.

These increases in expenses are partially offset by the regular draw down of the
conservative bias allowance.

�;3(16(6 %< )81&7,21

Table 3 sets out the estimates of Commonwealth general government expenses by
function for the period 2000-01 to 2004-05. As previously mentioned, expenses are
estimated to increase in real terms from 2000-01 to 2001-02 and over the forward years.

7DEOH �� (VWLPDWHV RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW H[SHQVHV E\

IXQFWLRQ

������� ������� ������� ������� �������

�P �P �P �P �P

*HQHUDO SXEOLF VHUYLFHV ����� ����� ����� ����� �����

'HIHQFH ������ ������ ������ ������ ������

3XEOLF RUGHU DQG VDIHW\ ����� ����� ����� ����� �����

(GXFDWLRQ ������ ������ ������ ������ ������

+HDOWK�D� ������ ������ ������ ������ ������

6RFLDO VHFXULW\ DQG ZHOIDUH�D� ������ ������ ������ ������ ������

+RXVLQJ DQG FRPPXQLW\ DPHQLWLHV�E� ����� ����� ����� ����� �����

5HFUHDWLRQ DQG FXOWXUH�E� ����� ����� ����� ����� �����

)XHO DQG HQHUJ\ ����� ����� ����� ����� �����

$JULFXOWXUH� IRUHVWU\ DQG ILVKLQJ�E� ����� ����� ����� ����� �����

0LQLQJ DQG PLQHUDO UHVRXUFHV �RWKHU

WKDQ IXHOV�� PDQXIDFWXULQJ
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7RWDO H[SHQVHV ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV

�D� ([SHQVHV IRU DVVLVWDQFH WR WKH DJHG KDYH EHHQ UHFODVVLILHG IURP +HDOWK WR 6RFLDO VHFXULW\ DQG ZHOIDUH�
�E� 7KH HVWLPDWHV IRU WKH H[WHQVLRQ RI WKH 1+7� ZKLOVW IRUPDOO\ LQ &RQWLQJHQF\ 5HVHUYH H[SHQVHV� KDYH

EHHQ DOORFDWHG WR WKH +RXVLQJ DQG FRPPXQLW\ DPHQLWLHV� 5HFUHDWLRQ DQG FXOWXUH DQG $JULFXOWXUH�

IRUHVWU\ DQG ILVKLQJ IXQFWLRQV�
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Major movements within the estimates of expenses by function include increases in the
following functions:

•  Defence, due to the additional funding commitment identified in the Government’s
White Paper;

•  Health, due to a steady increase in the use of medical and pharmaceutical services
over the period, increasing costs for the provision of medical services, and a drift
toward the use of newer and more expensive drugs under the PBS;

•  Social security and welfare, largely due to the Government’s Australians Working
Together initiatives; and

•  Education in Budget and forward years, due to the effects of indexation on the
funding for schools, the introduction of a new funding arrangement for
non-government schools announced in the 1999-2000 Budget, and initiatives from
the Backing Australia’s Ability Package.

These effects have been partially offset by decreases in expenses for the following
functions:

•  General public services in 2002-03, following the one-off additional funding provided
to the Australian Taxation Office (ATO) to meet the start-up costs of administering
The New Tax System;

•  Agriculture, forestry and fishing, in 2001-02 as a result of the Commonwealth’s
divestment of its interest in the Australian Wool Research and Promotion
Organisation (AWRAP) to Australian wool growers, a planned reduction in the
wool levy from 1 July 2001 and cessation of programmes funded by the
Agriculture — Advancing Australia Package in 2003-04; and

•  Transport and communications from 2002-03, mainly due to the conclusion of the
Upgrade of the Mainline Interstate Rail Track Programme in 2001-02. However, the
Government will provide an equity injection for the Australian Rail Track
Corporation subject to a business case being agreed.

Estimates presented in Table 3 above are more fully explained by individual functions
later in this part of the Statement.
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*HQHUDO UHVHDUFK ����� ����� ����� ����� �����
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This function includes expenses from the following portfolios:

•  Attorney-General’s;

•  Education, Training and Youth Affairs;

•  Finance and Administration;

•  Foreign Affairs and Trade;

•  Health and Aged Care;

•  Industry, Science and Resources;

•  Parliamentary Departments; and

•  Treasury.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

General public services include expenses on activities concerned with the organisation
and operation of government. The function covers legislative and executive affairs,
financial and fiscal affairs, foreign economic aid, general research, general services and
government superannuation benefits.

The increase in expenses over the forward years is largely due to the recently
announced Backing Australia’s Ability — An Innovation Action Plan for the Future, which
provides increased support for research and innovation.

The increase is partially offset by a fall in expenses following the one-off additional
funding provided to the ATO to meet the start-up costs of administering The New Tax
System.
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/HJLVODWLYH DQG H[HFXWLYH DIIDLUV

Expenses under this sub-function cover: support services for Senators and Members;
the funding of elections; drafting of Bills by the Office of Parliamentary Counsel; and
expenses of the Department of the Prime Minister and Cabinet (including support
services for former Governors-General and the Prime Minister's official residences), the
Commonwealth Ombudsman, the Office of the Official Secretary to the
Governor-General and the Public Service and Merit Protection Commission.

Expenses for the Parliamentary Departments’ component of this sub-function are
expected to remain stable from 2001-02 to 2004-05.

The higher estimates in 2001-02 and 2004-05 reflect the expenses of the Australian
Electoral Commission in relation to the cost of Federal elections expected in these
years.

The Department of Prime Minister and Cabinet’s expenses decline in 2002-03 and
2003-04 reflecting the conclusion of the Commonwealth Heads of Government
Meeting, and the current Partnership Against Domestic Violence Programme,
respectively.

)LQDQFLDO DQG ILVFDO DIIDLUV

These expenses are related to the collection of taxes, including customs duties,
management of public funds and public debt, monetary and fiscal policy, and
formulation and review of government budgets. They exclude expenses related to the
collection of licenses, fees and fines that are associated with a specific function, and
interest payments classified to the Public debt interest sub-function.

Expenses are projected to decrease in 2002-03, mainly following the one-off additional
funding provided to the ATO to meet the start-up costs of administering The New Tax
System ($324 million over 2000-01 and 2001-02). Expenses over the remainder of the
forward years are projected to be relatively steady.

)RUHLJQ HFRQRPLF DLG

Foreign economic aid expenses include both aid and non-aid components. The overseas
aid component covers expenses for which the primary purpose is to fund concessional
and non-concessional assistance to other countries. The Foreign Affairs non-aid
component covers expenses used for the conduct of foreign and international trade
relations (excluding trade promotion activities), contributions to international
organisations such as the United Nations (UN) not resulting in the recognition of a
financial asset, including for its peacekeeping operations, and the operations of the
foreign service.

The fall in expenses in 2001-02 arises from a one-off increase in contributions to the
UN in 2000-01.
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The increase in Foreign economic aid between 2001-02 and 2002-03 results from expected
commitments to be made by the Commonwealth to the Global Environment Facility.
The Facility is designed to meet growing environmental concerns in developing
countries, such as the conservation of biological diversity, ozone layer depletion and
the protection of international waters. The smaller variations in expenses in 2003-04
and 2004-05 result from a revision to the accounting treatment applied to payments to
the International Development Association and Asian Development Fund, and
indexation of the aid budget by movements in non-farm GDP, respectively.

*HQHUDO UHVHDUFK

The General research sub-function covers expenses associated with scientific knowledge
and its application. This includes the expenses incurred by Commonwealth research
authorities such as the Commonwealth Scientific and Industrial Research
Organisation (CSIRO) and the Australian Nuclear Science and Technology
Organisation (ANSTO). Also included are elements of the national research
infrastructure and general research programmes, including grants for higher education
research, both directly and through the Australian Research Council, and contributions
to Cooperative Research Centres.

General research expenses increase by $1.2 billion cumulated over the next four years,
which represents an average annual real growth of 4.9 per cent. This increase is
primarily attributable to Backing Australia's Ability — An Innovation Action Plan for the
Future — a plan announced in January 2001 to foster research and enhance the
commercialisation and diffusion of applied research to improve business productivity.
The major components of the increase in research expenses, as a result of Backing
Australia’s Ability, are an additional:

•  $460 million for competitive research grants administered by the Australian
Research Council;

•  $233 million for Project Specific Research Infrastructure;

•  $105 million for Major National Research Facilities; and

•  $112 million for Cooperative Research Centres.

The balance of the increase in this sub-function is due to increases in the expenses of
CSIRO and ANSTO of $183 million and $39 million, respectively, over the next four
years. These increases maintain expenses in real terms. They reflect the impact of price
adjustments negotiated under triennial funding agreements and efforts to increase
revenues from commercial sources.

Programmes supporting research in specific sectors are generally included under the
relevant function, for example health research is included in the Health function.
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*HQHUDO VHUYLFHV

The General services sub-function covers expenses relating to the administrative
processes of government not classified elsewhere including the provision of real
property, centralised employee compensation (provided by Comcare) and centralised
insurance arrangements for Commonwealth departments and agencies.

Comcare’s expenses relate to the management of occupational health and safety,
compensation claims management and rehabilitation. Annual premiums collected are
expected to cover the full cost of all compensation liabilities expected to be incurred in
that premium year for the full life of each claim. Expenses increase marginally in real
terms over the forward years to reflect a small increase in expected workers’
compensation claim costs.

The Department of Finance and Administration’s management of Australian real
property owned by the Commonwealth for non-defence purposes is included in the
General services sub-function. The fall in expenses in 2001-02 reflects the decline in
expenses of the Department of Finance and Administration arising from reduced
interest on borrowings, reduced operating lease costs and some one-off payments in
2000-01. Estimates from 2001-02 onward are fairly stable.

This sub-function also covers expenses relating to the provision of services and
infrastructure to Christmas Island and Cocos (Keeling) Island in the Indian Ocean
Territories. These expenses are relatively stable over the forward years with the small
increase reflecting adjustments for price changes.

*RYHUQPHQW VXSHUDQQXDWLRQ EHQHILWV

This Government superannuation benefits sub-function covers the Commonwealth's
superannuation schemes for its employees, military personnel and Senators and
Members of Parliament. The expenses include the accruing liability in relation to
current year employment and the administration of the schemes.

The major Commonwealth civilian superannuation schemes are the Public Sector
Superannuation Scheme (PSS) and the Commonwealth Superannuation Scheme (CSS),
and the Parliamentary Contributory Superannuation Scheme for Parliamentarians. The
Military Superannuation and Benefits Scheme and the Defence Force Retirement and
Death Benefits Scheme cover military personnel. The movement in expenses between
2000-01 and 2001-02 represents an increase in superannuation costs in line with general
growth in Commonwealth employee costs.
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Expenses under this sub-function are estimated to decline in 2002-03 based on the
assumed start date for the closure of the PSS to new entrants and the introduction of
choice for existing contributors to Commonwealth civilian schemes who may elect to
transfer to private sector superannuation arrangements.

This sub-function does not include the nominal interest on the unfunded liabilities of
the superannuation schemes. These expenses are included under the Other purposes
function, Nominal superannuation interest sub-function.
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This function includes expenses from the following portfolio:

•  Defence

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Expenses in this function are within the Defence portfolio and support the specific
portfolio outcome of ‘The defence of Australia and its National Interests’. Real growth
of 3.8 per cent from 2000-01 to 2001-02 reflects the provision of the first phase of the
additional funding commitment identified in the Government’s White Paper: Defence
2000 — Our Future Defence Force. In 2001-02 and the three forward years there is a
projected average real growth of 3.3 per cent per annum associated with further
capability enhancements arising from the White Paper commitment. This commitment
is projected to average approximately 3 per cent per annum in real growth over the
next decade.

The main contribution to real growth is employee expenses that average an increase of
1.3 per cent per annum over the period, largely due to increasing per capita salary
costs and the flow-on effect of increased superannuation.

The Defence Capability Plan for the development of the armed forces over this period
provides for an additional two permanent army battalion groups, maintenance of an
air combat capability comparable with any in the region and maintenance of a naval
fleet capable of securing our maritime approaches and beyond. The real growth in
resourcing will allow Defence to commence implementation of the Capability Plan by
investing in: an initial four Airborne Early Warning and Control Aircraft with the
possibility of acquiring a further three later in the decade; an increase in the number of
battalions at high readiness from four to six, the introduction of two extra squadrons of
Armed Reconnaissance Helicopters by 2004-05; and an upgrade of the ANZAC ships
to provide a reasonable level of anti-ship missile defences. In addition, all six Collins
class submarines will be brought to a high level of capability through major
improvements to both the platform and combat systems.

'HIHQFH

The Defence function covers expenses on personnel and related benefits, military
equipment and technology, stores and Defence administration.
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The main components of these expenses are:

•  personnel costs, which include the payments of salaries and allowances to Defence
military and civilian staff (totaling $5.5 billion in 2001-02). Expenses related to the
accruing superannuation liability in relation to current year employment for staff
are shown in the General public services function, Government superannuation benefits
sub-function;

•  a capital acquisition programme that complements the priorities of the Defence
Capability Plan. Broadly, these acquisitions are intended to deliver a capability to
protect our regional interests, ensure the defence of Australia, promote stability in
the immediate region and contribute to the maintenance of stability in the broader
Asia Pacific region;

•  the acquisition of stores, including ammunition and fuel, required to maintain the
operations of the Australian Defence Force (ADF); and

•  the development of bases, airfields, communications, training and other facilities
including housing for eligible ADF personnel and their families, largely through
payment of rent to the Defence Housing Authority.
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This function includes expenses from the following portfolio:

•  Attorney-General’s.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Expenses for Public order and safety support the administration of the Federal legal
system and the provision of legal services, including legal aid, to the community.
Public order and safety expenses also include law enforcement activities and the
protection of Commonwealth property. Expenses are forecast to remain relatively
constant from 2001-02 to 2004-05.

Expenses increase in 2001-02 as a result of the expansion of the activities of the
Australian Customs Service (ACS) to combat the introduction and spread of foot and
mouth disease in Australia.

&RXUWV DQG OHJDO VHUYLFHV

Expenses under this sub-function include payments for the Federal courts and
tribunals. They also include expenses for the administration of bankruptcies by the
Insolvency and Trustee Service Australia, and operational expenses of the Australian
Government Solicitor, the Office of the Director of Public Prosecutions and the
Commonwealth's contribution to funding for State legal aid commissions.

An increase in expenses between 2001-02 and 2002-03 reflects additional funds for the
Native Title Tribunal and the Federal Court to improve the processing of native title
claims, the anticipated implementation of the Administrative Review Tribunal and
accrued expenses for legal aid including Expensive Commonwealth Criminal Cases.

Expenses for the Courts and legal services sub-function remain steady from 2002-03
to 2004-05.

2WKHU SXEOLF RUGHU DQG VDIHW\

This sub-function incorporates all other expenses on public order and safety activities.
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Included under this sub-function are the operations of the Australian Security
Intelligence Organisation, the Australian Secret Intelligence Service, the Office of
National Assessments, and the operations of the Office of the Inspector-General of
Intelligence and Security. These agencies collect and assess information relevant to
protect Australia against threats to its national interests and provide security at
overseas posts, counter-terrorist training and equipment.

Other activities which are part of this sub-function are the Australian Federal Police,
the Bureau of Criminal Intelligence, the Australian Institute of Criminology, the
National Crime Authority and the Australian Transaction Reports and Analysis
Centre.

Other public order and safety also incorporates the Coastwatch unit of the ACS which is
responsible for the aerial surveillance of Australian Coastal and Fishing Zone areas to
enable detection of smuggling, illegal entry, unauthorised fishing and quarantine
breaches.

Expenses increase in 2001-02 as a result of the expansion of the activities of the ACS to
combat the introduction and spread of foot and mouth disease in Australia. This
expanded activity will enable the increased inspection of passengers, cargo and mail at
Australia’s borders.

The decline in expenses between 2001-02 and 2002-03 is a result of deferred funding for
both crime prevention and for CrimTrac, an initiative that will enable the
establishment of a range of national databases to enhance police capacity.

Expenses between 2002-03 and 2003-04 remain relatively stable. A decline in expenses
is expected in 2004-05 due primarily to the completion of a programme related to the
Continued Australian Police Presence in The United Nations Transitional
Administration in East Timor.
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This function includes expenses from the following portfolios:

•  Education, Training and Youth Affairs;

•  Family and Community Services;

•  Immigration and Multicultural Affairs; and

•  Veteran’s Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Education expenses support the delivery of education services through higher
education institutions; vocational education and training providers including technical
and further education institutions; and government (State and Territory) and
non-government schools.

Expenses under this function also include the ABSTUDY scheme, Assistance for
Isolated Children, income support for students aged twenty-five years and over
through Austudy and departmental costs associated with the Education function within
the Education, Training and Youth Affairs portfolio.

Total expenses under the Education function are estimated to increase by 15.2 per cent
in nominal terms over the period from 2001-02 to 2004-05; that is by over $0.5 billion or
4.8 per cent annually on average. The major drivers of this growth are:

•  indexation of Commonwealth Government spending on schools (both government
and non-government), vocational education and training and higher
education (further explained under individual sub-functions);
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•  the effect of previously announced decisions, in particular the introduction of a new
funding arrangement for non-government schools announced in the 1999-2000
Budget context (which provided an additional $800 million over a five year period
from 2000-01 to 2004-05);

•  the effect of new decisions, contained in Backing Australia’s Ability — An Innovation
Action Plan for the Future (of which approximately $505 million over a five-year
period from 2000-01 to 2004-05 relates to the Education function); and

•  growth funding under the Australian National Training Authority Agreement
($231 million over three years from 2001-02).

+LJKHU HGXFDWLRQ

Higher education funding rises by about 8.9 per cent from 2001-02 to 2004-05. This
primarily reflects indexation of Commonwealth funding, using a Cost Adjustment
Factor that takes account of movement in both salary (Safety Net Adjustment) and
non-salary (CPI) costs, and increased funding arising from measures in Backing
Australia’s Ability. This package commences in 2001-02, and includes additional
funding for research and training infrastructure in universities, funding for
2,000 additional targeted university places and a new loans scheme for postgraduates.

9RFDWLRQDO DQG RWKHU HGXFDWLRQ

The Commonwealth’s funding for vocational education and training is primarily
provided to the States and Territories through the Australian National Training
Authority under the Commonwealth, State and Territory Australian National Training
Authority Agreement.

Growth in this sub-function (averaging about 4.1 per cent per annum) is driven by
additional funding associated with a proposed new Australian National Training
Authority Agreement. The additional funding will be available to those States and
Territories that endorse the proposed agreement, including a requirement that States
and Territories match additional Commonwealth funding on a dollar-for-dollar basis.
Growth in this sub-function is also driven by indexation of Commonwealth funding to
the Authority to maintain real base funding levels over time. The indexation takes
account of movement in both salary (Safety Net Adjustment) and non-salary (CPI)
costs. Australians Working Together, announced in the 2001-02 Budget, also contributes
to growth in this sub-function. It provides for additional vocational education and
training places, including around 5,200 additional places for people with disabilities.

6FKRROV

Commonwealth specific purpose grants represent about 12 per cent of total spending
on government schools with the balance being met by State and Territory governments
from their own revenue sources. The Commonwealth provides about 40 per cent of
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total support for non-government schools with the balance being met by other
governments (17 per cent) and private sources (43 per cent).

Commonwealth targeted programmes for government and non-government schools
are grouped into two priority areas:

•  improving learning outcomes for educationally disadvantaged students. For
example, the Strategic Assistance for Improving Student Outcomes Programme
aims to improve learning outcomes for educationally disadvantaged students,
particularly in literacy and numeracy, and the educational participation and
outcomes of students with disabilities; and

•  improving outcomes in specific targeted teaching and learning areas. For example,
the Languages Other Than English Programme seeks to help schools and school
communities to improve the learning outcomes of students who are learning
languages other than English.

The other major element within the sub-function is the Indigenous Education Strategic
Initiatives Programme which provides supplementary funding assistance to
pre-schools, government and non-government school systems, vocational education
and training authorities and independent indigenous education providers to improve
educational outcomes for indigenous people.

Expenses under the Schools sub-function rise by more than 6 per cent a year in nominal
terms over the period to 2004-05, reflecting primarily the impact of new needs-based
funding arrangements (based on the socio-economic status of the school community)
for non-government schools recurrent funding announced in the 1999-2000 Budget
context, and the effects of indexation arrangements for both government and
non-government schools. Since 1993, government and non-government schools’
funding has been indexed by a sector-specific index, the Average Government Schools
Recurrent Cost Index, which is based on the year-on-year change in the recurrent cost
of educating a child in a government school. Additional funding of $184 million over
the period from 2001-02 to 2005-06 has been provided to foster scientific, mathematical
and technological skills and innovation in government schools, as part of Backing
Australia’s Ability.

6WXGHQW DVVLVWDQFH

Expenses under the Student assistance sub-function include payments for
Austudy (income support for students aged twenty-five years and over), the Student
Financial Supplement Scheme (a voluntary loan scheme which gives some tertiary
students the option of borrowing money to help cover expenses while studying),
ABSTUDY (assistance to Aboriginal and Torres Strait Islander full-time secondary and
tertiary students and some primary school students), and the Assistance to Isolated
Children programme (assistance to the families of students who do not have
reasonable daily access to an appropriate government school).
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The one-off reduction in expenses in 2001-02 relative to 2000-01 is due to an adjustment
to the Student Financial Supplement Scheme of $15 million reflecting a change in the
method by which the expenses associated with the scheme are estimated to more
accurately reflect the financial transactions of the scheme. Expenses rise from 2002-03
as a result of indexation.

*HQHUDO DGPLQLVWUDWLRQ

Expenses under this sub-function consist almost entirely of departmental expenses
associated with the administration of the Department of Education, Training and
Youth Affairs. Expenses are relatively stable over the forward years.

6FKRRO HGXFDWLRQ ² VSHFLILF IXQGLQJ

Expenses under this sub-function consist of programmes that target specific initiatives
or are designed specifically for the benefit of certain groups, such as grants to primary
school libraries and text book subsidies under the Book Industry Assistance Plan,
information for indigenous students and/or their parents on career and education
options and activities aimed at improving access, participation and outcomes for
indigenous school and pre-school students.

The majority of expenses arise from the Quality Outcomes Programme, which seeks to
improve student learning outcomes in schools, for example through the National
School Drug Education Strategy, civics and citizenship education, and training to
enhance the professional role of principals and teachers. The rise in expenses in
2002-03 is a consequence of a delayed start-up for the Quality Teacher Programme
contained in the 1999-2000 Budget.
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�D� ([SHQVHV IRU DVVLVWDQFH WR WKH DJHG KDYH EHHQ UHFODVVLILHG IURP +HDOWK WR 6RFLDO VHFXULW\ DQG ZHOIDUH�

This function includes expenses from the following portfolios:

•  Health and Aged Care; and

•  Veterans’ Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

The major purpose of Commonwealth health expenditure is to ensure that all
Australians have access to necessary health services through a choice of providers and
without excessive price barriers.

Health function expenses are expected to total around $27 billion in 2001-02 and grow
on average by around 3.6 per cent per annum in real terms over the forward years.
This growth reflects a steady per capita increase in use of medical and pharmaceutical
services over the period, increasing costs for the provision of medical services, and a
drift toward the use of newer and more expensive drugs under the Pharmaceutical
Benefits Scheme (PBS). It also reflects increased funding from major Government
initiatives including the Regional Health Package announced in the 2000-01 Budget, and
the Health and Medical Research Boost in response to the Wills Review announced in the
1999-2000 Budget.

0HGLFDO VHUYLFHV DQG EHQHILWV

This sub-function includes Medicare Benefits Schedule (MBS) rebates for general
practitioner (GP) and specialist attendances ($7.7 billion in 2001-02) and the 30 per cent
Private Health Insurance Rebate  ($1.9 billion in 2001-02). It also includes
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funding ($0.9 billion in 2001-02) for the provision of health services to veterans and
their dependants by the Department of Veterans’ Affairs (DVA). Commonwealth
programmes under this sub-function are intended to provide high quality health
outcomes for people by enabling access to timely and appropriate health care services
at reasonable cost (or, in the case of eligible veterans and their dependants, no cost).

Expenses for this sub-function are forecast to increase from $10.9 billion in 2001-02 to
$12.7 billion in 2004-05 or just over 2.9 per cent per annum in real terms. This growth is
largely explained by the increasing costs of medical services funded through Medicare,
increasing per capita utilisation of medical services and general population growth.
Measures announced in the 2001-02 Budget, in response to the MBS Relative Value
Study, increase expenses by $645 million ($613 million in this function) over the
Budget and forward years. In combination with other measures affecting GPs
announced in this Budget, these initiatives will increase the income of a full-time GP
by an average of around $13,900 per annum.

The underlying growth in veteran expenditure in this sub-function is largely driven by
the ageing of the veteran population and the resultant increase in demand for
specialist and dental services as well as rehabilitation and surgical aids. This growth is
masked to some extent in 2000-01 and 2001-02 by the gradual increase in flow-on
savings as a result of the 2000-01 Veterans’ home care measure which peak in 2002-03
and plateau thereafter.

+HDOWK FDUH DJUHHPHQWV

To support free public hospital care under Medicare, the Commonwealth will provide
$6.7 billion in 2001-02 to the States and Territories under the Australian Health Care
Agreements (AHCA). The current Agreements cover the period 1 July 1998 to
30 June 2003, and focus on increasing public patient access and improving the
efficiency and effectiveness of service delivery. AHCA funding is forecast to grow by
around 3.4 per cent per annum in real terms as a result of expected movements in the
cost of medical services, growth in hospital utilisation, and expected population
changes. Ongoing adjustments to funding resulting from movements in these cost
drivers are incorporated in the current Agreements with the States and Territories.

+RVSLWDO VHUYLFHV

The Hospital services sub-function includes funding for the provision of in-hospital
treatment to eligible veterans and their dependants, and grants to public and not-for
profit hospitals to ease the costs of transition to new FBT arrangements (announced in
the 2000-01 Budget). Expenses are forecast to be relatively stable over the Budget and
forward years.

The moderate increase in expenses under this sub-function in 2001-02 is explained by a
one-off payment by DVA of around $27 million to eliminate accumulated liabilities
against a hospital as well as an increase in projected demand for hospital services
driven by the ageing and increased frailty of the veteran population. The decline from
2002-03 to 2003-04 reflects the cessation of the FBT transitional arrangements.
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3KDUPDFHXWLFDO VHUYLFHV DQG EHQHILWV

Expenses for this sub-function include the PBS administered by the Department of
Health and Aged Care (DHAC), and the Repatriation Pharmaceutical Benefits
Scheme (RPBS) administered by DVA. Under these schemes, the Commonwealth
provides assistance towards the cost of a wide range of pharmaceuticals.

Expenses for this sub-function are forecast to grow from $5.1 billion to $6.7 billion over
the forward years or an average of around 6.6 per cent per annum in real terms. This
strong growth is driven primarily by the increased availability and utilisation of newer
and more expensive drugs. While these factors have been evident for some time their
impact has become more pronounced in recent years, and is expected to continue to be
significant over the forward years. This growth has been driven by increases in
expenses for the following five categories of drugs in particular:
musculo-skeletal (mainly arthritis); antineoplastics (cancer and chemotherapy); blood
and blood forming organs (mainly anti-stroke); cardiovascular; and central nervous
system.

Significant patient demand for new classes of drugs is also a major contributor to
increasing expenses for this sub-function. Recent examples include Celebrex, a drug
for the treatment of arthritis and Zyban, an anti-smoking drug. The introduction of
new classes of drugs has exacerbated the general trend towards the use of newer and
more expensive drugs.

A number of initiatives have been implemented to reduce growth in expenses for this
sub-function. Changes to the package size and unit price of Celebrex are estimated to
reduce expenses by around $20 million per annum. The Government has also decided
to clarify and improve the wording of the prescribing conditions for
cholesterol-lowering drugs (statins), which is estimated to save $104 million over
four years.

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU KHDOWK

The Commonwealth funds a network of community controlled primary health care
services for Aboriginal and Torres Strait Islander people. Commonwealth funding also
supports a range of specialist services including mental and sexual health, and hearing
services. The Commonwealth also works with State and Territory Governments and
other stakeholders in the planning and funding of Aboriginal and Torres Strait
Islander specific health services.

Building on increases to funding announced in the 1999-2000 Budget, the
Commonwealth is providing additional resources for Aboriginal and Torres Strait
Islander primary health care initiatives in this Budget. An additional $20 million will
be provided on an ongoing basis from 2003-04, taking total Commonwealth funding in
this area to $259 million in 2004-05.
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+HDOWK VHUYLFHV

Expenses under the Health services sub-function include funding for the provision of
blood and blood products through the Australian Red Cross Blood Service (ARCBS)
and Commonwealth Serum Laboratories Limited, population health programmes, and
development of Mental Health Care strategies.

The increase in funding from 2001-02 reflects increased funding to the ARCBS,
spending on the Q Fever vaccination programme and an increase in funding for the
Victorian Cytology Service. The increasing expenses across the forward years are due
in part to new spending on mental health initiatives announced as part of the response
to the MBS Relative Value Study. Increases in expenses are in part offset by savings
resulting from clarifying the funding arrangements for the provision of methadone to
private patients.

2WKHU KHDOWK VHUYLFHV

Expenses under the Other health services sub-function include medical research grants
administered by the National Health and Medical Research Council (NHMRC), and
funding for promotion of public health under the Public Health Outcome Funding
Agreements between the Commonwealth and the States and Territories.

The increase in expenses for this sub-function is largely due to increased funding for
health and medical research through the NHMRC. The increase arises from the
Government’s response to the Wills Review contained in the 1999-2000 Budget, in
which the Government committed an additional $600 million over six years to health
and medical research.

*HQHUDO DGPLQLVWUDWLRQ ² KHDOWK

Expenses under this sub-function include programmes to support training and
education of health workers and the development of acute and primary care strategies
administered by DHAC, as well as part of the general departmental expenses of
DHAC, DVA, and the Health Insurance Commission (HIC).

The HIC operates under a purchaser-provider relationship with DHAC, DVA and
other client agencies. It is responsible for the management of Medicare and other
payments to the public, and collates and publishes data on the MBS, PBS and RPBS.
The HIC also has a monitoring and enforcement role, for example ensuring that
providers of services are billing Medicare correctly, or that pharmaceuticals are being
prescribed in accordance with PBS criteria.

Expenses under this sub-function increase significantly from 2000-01 to 2001-02 largely
reflecting the stepping-up of funding under the Regional Health Package announced in
the 2000-01 Budget, and new spending on nurse education and after-hours medical
services in the 2001-02 Budget.
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+HDOWK DVVLVWDQFH WR WKH DJHG

Expenses under this sub-function include the Community Nursing Programme and
Community Care Seeding Grants administered by DVA. The Community Nursing
Programme provides support for veterans, war widow(er)s and their dependants in
improving their health and in regaining and maintaining an optimal level of
independence in their homes. The growth in expenses reflects increasing demand due
to the frailty of the veteran population, and the trend towards shorter hospital stays.

Expenses previously reported against this sub-function for residential aged care
subsidies for DVA and DHAC are reported under the Assistance to the aged
sub-function in the Social security and welfare function.
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This function includes expenses from the following portfolios:

•  Attorney-General’s;

•  Family and Community Services;

•  Health and Aged Care;

•  Immigration and Multicultural Affairs;

•  Prime Minister and Cabinet;

•  Reconciliation, Aboriginal and Torres Strait Islander Affairs; and

•  Veterans’ Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Social security and welfare expenses primarily support the promotion of a fair and
cohesive society while improving the capacity of families, communities and
individuals to support themselves. The function includes services to the aged,
assistance to people with disabilities, a variety of assistance to families with children,
income support and compensation for veterans and their dependants, and
advancement programmes for reconciliation and more generally for Aboriginal and
Torres Strait Islander people.

Priorities within the Social security and welfare function have moved away from
universal provision of benefits to developing an approach to welfare assistance that
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emphasises prevention, early intervention, and mutual obligation in the provision of
assistance to recipients.

The Australians Working Together Package announced in this Budget continues the move
to a more active system tailored to addressing individual circumstances and
maintaining participation in work, education and training.

Social security and welfare expenses are expected to total around $68 billion in 2001-02
and grow moderately (around 3.5 per cent per annum) over the forward years. The
major factors contributing to this growth are assistance to the aged, assistance to
veterans and their dependants, assistance to families with children and assistance to
people with disabilities. Growth in these expense categories is due primarily to the
indexation of payments, such as maintaining the single rate of age pension and
disability pension at 25 per cent of MTAWE. To a lesser extent, growth is also driven
by demographic and social factors that are altering the age, family and community
profile and affecting demand-driven programmes.

$VVLVWDQFH WR WKH DJHG

Expenses within this sub-function provide income support for aged people and their
dependants as well as funding for residential aged care, community care for older
Australians, support for carers and flexible care services for older Australians who live
in regional, rural or remote areas.

The main contributor to growth in this sub-function is the Age Pension, with smaller
growth in residential and community care expenses. The substantial annual growth in
Age Pension is primarily due to the Government’s commitment to maintain the single
pension rates to at least 25 per cent of MTAWE and, to a lesser extent, increases in
recipient numbers. The estimates for 2000-01 include the Acknowledging older
Australians — one-off payment to the aged measure announced in this Budget. The
estimates for 2000-01 and 2001-02 also include the one-off Aged Persons Savings Bonus
and Self-Funded Retirees Supplementary Bonus paid in those years. These payments
were provided to help maintain the value of older Australians’ investments following
the introduction of The New Tax System in July 2000. The combination of these
payments in 2000-01 drives the higher expenses in that year. The growth in residential
care expenses is driven by the ageing of the population and associated costs of
providing appropriate care for older Australians in a range of care settings.

$VVLVWDQFH WR YHWHUDQV DQG GHSHQGDQWV

The expenses in this sub-function provide income support and compensation, in the
form of pensions, to veterans and their dependants for incapacity or death resulting
from war or defence service. The main contributors to expenses in this sub-function are
the Service Pension, War Widows Pension and the Disability Pension administered by
the Department of Veterans’ Affairs.

Expenses for this sub-function exhibit small growth over the forward years to 2003-04
and a subsequent decline in expenses from 2004-05 onwards. This is consistent with
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the increase in War Widows and Disability Pensions expenses which more than offset
the fall in Service Pension expenses in the short term, as more widows become eligible
due to increased mortality of the veteran population and as Disability Pension
recipients move to higher rates of disability due to ageing and increased frailty. In
2004-05 this trend is reversed as the effects of higher expected rates of mortality impact
on expenses.

The higher expenses in 2000-01 are driven by the inclusion of measures announced in
this Budget, in particular, Make a one-off payment of $25,000 to those former PoWs and,
civilian internees and detainees of the Japanese or their surviving widows/ers and
Acknowledging older Australians — one-off payment to the aged measures.

For other significant expenses on veterans see the Health function.

$VVLVWDQFH WR SHRSOH ZLWK GLVDELOLWLHV

Expenses under this sub-function provide means-tested income support to people with
disabilities as well as partners, parents and other carers of people with disabilities,
assistance with employment-related transport costs, and services which increase the
independence and employment opportunities of people with disabilities. This
sub-function includes payments such as the Disability Support Pension, the Wife
Disability Support Pension, disability employment assistance and contributions to the
States under the Commonwealth State Disability Agreement.

The expenses in this sub-function grow steadily over the Budget and forward years
due largely to Disability Support Pension expenses increasing moderately. This is
driven largely by increases in the number of recipients and indexation to 25 per cent of
MTAWE. This pension payment has historically experienced strong growth in the
number of recipients, which continues at a moderate level across the forward years, in
line with the ageing of the population, as the incidence of disability increases with age.

$VVLVWDQFH WR IDPLOLHV ZLWK FKLOGUHQ

Expenses under this sub-function ensure that families with children receive financial
assistance towards the support of their children. The majority of these expenses are
paid through the Family Tax Benefit Parts A and B, Parenting Payments and Child
Care Benefit.

Family Tax Benefit Parts A and B provide means-tested financial assistance to families
with the cost of raising children while the Parenting Payment provides means-tested
financial assistance for people who are primary carers of children. The Child Care
Benefit payment provides assistance with the cost of child care for long day care,
family day care, occasional care, outside school hours care, vacation care and
registered care.

The $0.9 billion (5.3 per cent) growth in expenses from 2000-01 to 2001-02 is due to
indexation of Family Tax Benefit and Child Care Benefits by the CPI. The growth in
later years (2001-02 onwards) is driven by increasing Parenting Payment (Single)
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expenses. These expenses are increasing due to indexation of the payment in line with
the 25 per cent of MTAWE commitment, and growth in new claims for this payment,
which is partially offset by the expected impact of the Helping parents return to work
measure in Australians Working Together.

$VVLVWDQFH WR WKH XQHPSOR\HG DQG WKH VLFN

Income support is provided to persons who are unemployed, or unable to work
because of temporary incapacity, and who have limited alternative means of support.
The major payments made under this sub-function are Newstart Allowance, Partner
Allowance Benefit, Mature Age Allowance and Sickness Allowance.

Expenses increase in 2001-02 relative to 2000-01 due to changes in the forecast number
of unemployment beneficiaries, consistent with forecast economic conditions. These
increases are partially offset by the impact of previous Budget measures reducing
unemployment benefit expenses (for example Introduction of a preparing for work
agreement and the Compliance strategy from the 2000-01 Budget).

Expenses fall from 2002-03 onwards, as the weaker labour market conditions in
2001-02 are expected to be temporary, with labour demand expected to strengthen in
2002-03, reducing the number of unemployment recipients. The full reduction in
expenses associated with this trend is not evident in the estimates, as they are partly
offset by increases in payment rates in line with the CPI and growth in recipients of
Mature Age Allowance and Partner Allowance Benefit.

Expenses in 2003-04 and 2004-05 are also affected by changes in payment structure due
to the Australians Working Together Package. The consolidation of payments for income
support recipients over 50 years old results in some people moving from Partner
Allowance Pension (located in the Assistance to the aged sub-function) to Newstart
Allowance.

&RPPRQ \RXWK DOORZDQFH

Expenses under this sub-function relate to the Youth Allowance, which is designed to
provide income support payments to students under twenty-five years of age and
unemployed people under twenty-one years of age and requires recipients to engage
in education, training, job search or other activities that contribute to society.

The increase in expense growth for this sub-function in 2001-02 is driven primarily by
indexation of the Youth Allowance by the CPI as well as forecasts of youth
unemployment for 2001-02. Unemployment numbers are estimated to increase
marginally in 2001-02 and decline from 2002-03 onwards, consistent with current
economic forecasts.

The small growth in Youth Allowance expenses over the forward years is again due to
indexation as well as changes in the composition of the student population. As more
students over time meet employment and income criteria they move in to the
'independent' category, which does not require parental means testing, increasing the
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average rate of payment. The forecasts of the number of students receiving payments,
on average, are relatively flat over the forward years.

2WKHU ZHOIDUH SURJUDPPHV

The major expenses for this sub-function relate to Special Benefit payments, Widow B
Pension and Emergency Relief payments. Widow B Pension is payable to previously
married women who do not have dependent children and who were aged 50 years or
more, or were sole parent pensioners aged 45 years or more, at 1 July 1987. The
Emergency Relief Programme provides grants to non-government community welfare
agencies for distribution as short-term emergency assistance to people in financial
crisis.

Increases in 2001-02 and across the forward years are due to increased expenses for
Special Benefit, which provides income support payments to those in severe financial
need who do not satisfy eligibility requirements for other payments. The number of
Special Benefit recipients is expected to increase strongly over the forward years, as
residency requirements are tightened for other payments and as the number of
temporary protection visa holders increases.

This increase is partially offset by the trend in expenses for Widow B Pension, which
was closed to new claims in 1997, as existing recipients become eligible for other
payments such as Age Pension.

$ERULJLQDO DGYDQFHPHQW �QHF�

A wide range of programmes targeting economic, social and cultural outcomes for
indigenous people are delivered within this sub-function. Many of the programmes
are intended to supplement, support or accelerate the delivery of services to
indigenous people where prime responsibility for service delivery rests within
Commonwealth agencies and/or State, Territory and local governments.

The majority of expenses relate to programmes delivered by the Aboriginal and Torres
Strait Islander Commission, in particular the Community Development Employment
Projects scheme ($466 million in 2001-02) and the Community Housing and
Infrastructure Programme ($230 million in 2001-02).

Expenses are expected to increase over the Budget and forward years. Measures
announced in the 2001-02 Budget targeting housing, native title and FBT
supplementation for Aboriginal and Torres Strait Islander organisations are a driver
for much of the increase in the forward years. Growth within the Community
Development Employment Projects Scheme of 550 participants per annum, together
with the addition of 1,500 participant places provided in the 2000-01 Budget,
contributes to approximately half of the increased expenses within this sub-function.

For other significant expenses on Aboriginal programmes see the following
sub-functions: Schools, Aboriginal and Torres Strait Islander health, Housing, and Labour
market assistance to jobseekers.
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*HQHUDO DGPLQLVWUDWLRQ

Expenses within this sub-function consists almost entirely of administration costs
associated with the Social security and welfare function spread across agencies, mainly
Centrelink, Family and Community Services, and a proportion of the Health and Aged
Care and Veterans’ Affairs portfolios.

The Government’s Australians Working Together Package announced in this Budget will
be implemented predominantly through the Department of Family and Community
Services and Centrelink over the 2001-02 and 2002-03 period. The increased expenses
in those years are related to one-off implementation costs.
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This function includes expenses from the following portfolios:

•  Agriculture, Fisheries and Forestry;

•  Defence;

•  Environment and Heritage;

•  Family and Community Services;

•  Industry, Science and Resources;

•  Transport and Regional Services;

•  Treasury; and

•  Veterans’ Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Housing and community amenities expenses support the Commonwealth’s housing
policies, regional development and environmental protection.

Total expenses are projected to peak at $1.9 billion in 2001-02, reflecting the one-off
increase in grants under the First Home Owners Scheme in the Housing sub-function.
The Environment protection sub-function also contributes to the high level of total
expenses in 2001-02 due to NHT expenses in this year and the peak in expenses for the
Measures for a Better Environment Package.

The contraction in expenses from this peak in the forward years results from the
completion of several programmes within the sub-functions, such as the Flood
Recovery Programme under the Urban and regional development sub-function.
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+RXVLQJ

This sub-function includes grants under the Commonwealth State Housing
Agreements (CSHA) as well as the operations of the Defence Housing Authority
(DHA). For 2001-02 this sub-function will include the additional component of the
grant paid to first homeowners who purchase or build a new dwelling. The CSHA, in
conjunction with contributions from the States, assists in the expansion and
maintenance of the public rental housing stock by State governments. The DHA
provides housing services for members of the Australian Defence Force and their
families to meet operational requirements.

Expenses on Housing are projected to increase in 2001-02 as a result of the
Government's decision to temporarily increase the First Home Owners Scheme grants
from $7,000 per eligible recipient to $14,000 per eligible recipient if they purchase or
build a new dwelling. The increased grant is available until 31 December 2001.
Expenses in 2003-04 and onwards are projected to decline moderately overall due to
the lapsing agreements for GST compensation to the States for the net increase in
public housing costs as a result of taxation reform.

8UEDQ DQG UHJLRQDO GHYHORSPHQW

This sub-function covers programmes that aim to support sustainable economic
development of communities. It also includes the Federal Flood Mitigation Programme
and the Flood Recovery Fund.

Expenses increase in 2001-02 from 2000-01 mainly due to additional expenses of
$11 million for the Regional Solutions Programme and $8 million for the Rural
Transaction Centre Programme. The Regional Solutions Programme will provide
targeted support to regional, rural and remote areas experiencing high unemployment
and social and economic dislocation. Under the Rural Transaction Centre Programme,
assistance is available to communities to establish centres that provide access to basic
transaction services such as banking, postal services, Medicare Easyclaim facilities,
telephone and fax. The $10 million Flood Recovery Fund, established in 2000-01, was
extended into 2001-02 to provide assistance to communities in the flood affected
regions of north-eastern New South Wales.

Expenses decline in 2002-03 onwards mainly due to the completion of a number of
programmes including the Flood Recovery Fund, the Structural Adjustment Package for
the South-West Forests Region of Western Australia and the clean-up of the Maralinga
nuclear test site in 2001-02, and the Regional Solutions Programme and the Rural
Transaction Centres Programme in 2003-04.

(QYLURQPHQW SURWHFWLRQ

This sub-function includes funding for the environment primarily provided through
the Measures for a Better Environment Package, which commenced in 2000-01, and
through the NHT. Programmes within the Environment protection sub-function are
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administered by the Department of Agriculture, Fisheries and Forestry, the
Department of the Environment and Heritage and the Australian Greenhouse Office
and provide for the sustainable management of the environment including greenhouse
gas abatement, protection of the marine environment and promotion of sustainable
development of environmental resources.

The investment of $250 million from the second partial sale of Telstra extended the
operation of the NHT an additional year to 2001-02. Examples of major programmes
funded through the NHT include the Bushcare programme which is addressing the
decline in the quality and extent of vegetation cover and the Coasts and Clean Seas
programme which is targeting waterways and the marine environment as well as the
implementation of the Government’s Ocean Policy.

Expenses in 2002-03 show a decline from 2001-02 before increasing again reflecting the
Government’s decision to further extend the operation of the NHT by five years to
2006-07. The current estimates for this sub-function allocate $49 million in 2002-03 and
$114 million in 2003-04 to 2006-07 for NHT-related expenditure. This increase in
expenditure is partially offset by the conclusion of the Measures for a Better Environment
Package at the end of 2003-04.

For other significant expenses on conservation and sustainable use and repair of
Australia's natural environment see the National estate and parks and Natural resources
development sub-functions.
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This function includes expenses from the following portfolios:

•  Communication, Information Technology and the Arts;

•  Environment and Heritage;

•  Industry, Science and Resources; and

•  Veterans’ Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Recreation and culture expenses support public broadcasting, the regulatory framework
for Australia’s broadcasting sector, cultural institutions, funding for the arts and the
film industry, assistance to sport and recreation activities, and the protection of the
natural environment. Expenses are expected to decline in 2001-02, due mainly to
falling expenses in the Arts and cultural heritage and Sport and recreation sub-functions,
and then remain relatively stable over the forward years.

�������� !"#

The majority of expenses on broadcasting fund the Australian Broadcasting
Corporation (ABC) and the Special Broadcasting Service (SBS). The ABC ($745 million
in 2001-02) provides domestic and overseas radio services and a national television
network. The SBS ($133 million in 2001-02) provides a multilingual radio network and
a multicultural television service. The Australian Broadcasting Authority ($16 million
in 2001-02) issues radio and television broadcast licences, and formulates and monitors
broadcast standards.

Expenses in the Broadcasting sub-function are essentially stable, largely as a result of
three-year funding agreements with the ABC and SBS, which began in 2000-01.
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$UWV DQG FXOWXUDO KHULWDJH

The most significant component of this sub-function is the funding provided for the
collecting institutions such as the National Library of Australia, the National Gallery of
Australia, the Australian National Maritime Museum, the National Museum of
Australia and the Australian War Memorial.

The Government also provides direct financial support for a wide range of arts,
cultural and heritage organisations. These include the Australia Council, the
Australian National Opera, the Symphony Orchestras, the Australian Film, Television
and Radio School, the Office of Australian War Graves, the Australian Film Finance
Corporation Limited, the Australian Film Commission and Film Australia Pty Limited.

The level of expenses for the Arts and cultural heritage sub-function will decline
in 2001-02 following the cessation of the Federation Fund expenditure. The slight
decline in funding over the forward years reflects the conclusion of a number of small
arts and cultural support programmes.

6SRUW DQG UHFUHDWLRQ

The Commonwealth provides financial assistance to encourage community interest
and participation in sport and recreational activities and to facilitate preparation by
Australian athletes for major sporting events such as the Olympic Games, Paralympic
Games and Commonwealth Games. The Australian Sports Commission, which
incorporates the Australian Institute of Sport, promotes and facilitates the pursuit of
excellence in sport, sports development and participation.

Funding for Backing Australia’s Sporting Ability — A More Active Australia will maintain
expenses at above pre-Olympic levels. The increased base funding will promote
continued achievement in high performance sport, greater grass roots participation in
sport for all ages, excellence in sport management and new anti-drugs research and
increased drug testing. Expenses are higher in 2003-04 and 2004-05 due to assistance
being provided for the redevelopment of the Melbourne Cricket Ground for the
2006 Commonwealth Games.

Expenses in 2000-01 were higher due to the additional one-off funding associated with
the 2000 Sydney Olympic and Paralympic Games.

1DWLRQDO HVWDWH DQG SDUNV

This sub-function covers funding provided for the management and protection of
national parks and world heritage areas including Uluru-Kata Tjuta and Kakadu
National Parks and the Great Barrier Reef. These activities are delivered by agencies
within the Environment and Heritage portfolio, which include the Director of National
Parks, the Great Barrier Reef Marine Park Authority and the Australian Heritage
Commission. The NHT has provided additional funding for programmes addressing
the management and protection of national wetlands and reserve systems and world
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heritage areas above and beyond funds committed on an ongoing basis by the
Government for these activities.

Expenses in 2002-03 reflect the reduction in NHT funding from 2001-02 levels.
Expenses increase again in 2003-04 reflecting the Government’s decision to allocate
additional funding of over $1 billion to extend the operation of the NHT by five years
to 2006-07. The current estimates for this sub-function allocate $10 million in 2002-03
and $23 million in each year from 2003-04 to 2006-07 for NHT-related expenditure.

For other significant expenses on conservation and sustainable use and repair of
Australia's natural environment see the Environment protection and Natural resources
development sub-functions.
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7RWDO IXHO DQG HQHUJ\ ����� ����� ����� ����� �����

This function includes expenses from the following portfolios:

•  Environment and Heritage;

•  Industry, Science and Resources; and

•  Treasury.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

This function includes expenses on the Diesel Fuel Rebate Scheme, the Diesel and
Alternative Fuels Grant Scheme and the Fuels Sales Grants Scheme as administered by
the ATO. This function also includes a large portion of funding from the Measures for a
Better Environment Package.

Total expenses are projected to increase from 2001-02 to 2004-05 by $179 million. This
represents an average rate of growth of 1.6 per cent per annum in real terms, and
primarily reflects increased demand for diesel and alternative fuels, leading to
additional rebate payments.

)XHO DQG HQHUJ\

The Diesel Fuel Rebate Scheme provides a rebate to off-road users of diesel fuel.
Recipients of the grants include the farming and mining industries, rail and shipping
and remote power generation units that use diesel. The Diesel and Alternative Fuels
Grants Scheme pays grants for the business related, on-road users of diesel and
alternative fuels. The Fuel Sales Grants Scheme is a tiered grant scheme paid to
distributors and retailers of petrol and diesel in non-metropolitan and remote regions.
The grant scheme was introduced to address the difference in fuel prices between city
and regional areas.

Also included in this function is a large portion of funding from the Measures for a
Better Environment Package that commenced in 2000-01. This funding covers
programmes administered by the Australian Greenhouse Office, including the
Renewable Energy Commercialisation Programme, the Alternative Fuels Conversion
Programme, and the Renewable Remote Power Generation Programme and is forecast
to peak in 2001-02. These programmes are designed to assist in meeting national
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environmental objectives through promoting energy efficiency initiatives that will
benefit industry and the community, including research into and development of the
use of alternative fuels and renewable energy as well as energy conservation.
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7DEOH ��� 6XPPDU\ RI H[SHQVHV
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:RRO LQGXVWU\ ��� �� �� �� ��

*UDLQV LQGXVWU\ ��� ��� ��� ��� ���

'DLU\ LQGXVWU\ ��� ��� ��� ��� ���

&DWWOH� VKHHS DQG SLJ LQGXVWU\ ��� ��� ��� ��� ��

)LVKLQJ� KRUWLFXOWXUH DQG RWKHU DJULFXOWXUH ��� ��� ��� ��� ���

*HQHUDO DVVLVWDQFH QRW DOORFDWHG WR

VSHFLILF LQGXVWULHV ��� ��� ��� ��� ���

5XUDO DVVLVWDQFH ��� ��� ��� ��� ��

1DWXUDO UHVRXUFHV GHYHORSPHQW �D� ��� ��� ��� ��� ���

*HQHUDO DGPLQLVWUDWLRQ ��� ��� ��� ��� ���

7RWDO DJULFXOWXUH� IRUHVWU\ DQG ILVKLQJ ����� ����� ����� ����� �����

�D� (VWLPDWHV IRU WKH H[WHQVLRQ RI WKH 1+7� ZKLOVW IRUPDOO\ LQ &RQWLQJHQF\ 5HVHUYH H[SHQVHV� KDYH EHHQ
DOORFDWHG WR UHOHYDQW VXE�IXQFWLRQV LQ 6WDWHPHQW ��

This function includes expenses from the following portfolios:

•  Agriculture, Fisheries and Forestry; and

•  Environment and Heritage.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Agriculture, forestry and fishing expenses support forestry, fishing, land and water
resources management, quarantine services and contributions to research and
development. Approximately half of the expenses in this function are funded by levies
and charges collected by the Government on behalf of industry.

Expenses are projected to peak at approximately $1.9 billion in 2000-01 and then
decline progressively over the forward years primarily due to declining expenses
within the Wool industry and Rural assistance sub-functions.

:RRO LQGXVWU\

This sub-function consists of payments to Australian Wool Services Ltd for research
and development, commercial branding and technical assistance activities. These
expenses are funded by a wool levy on producers, with a matching Government
contribution for research and development of up to 0.5 per cent of the gross value of
wool production per annum.

The change in expenses from 2000-01 to 2001-02 is a result of the Commonwealth’s
divestment of its interest in the Australian Wool Research and Promotion
Organisation (AWRAP) to Australian wool growers (forming Australian Wool Service
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Ltd) in 2000-01 and a planned reduction in the wool levy from 1 July 2001. Expenses
gradually increase from 2001-02 due to a projected rise in production and the
subsequent increase in Government contributions for research and development.

*UDLQV LQGXVWU\

Expenses in this sub-function predominantly relate to Government support of the
wheat industry. The wheat levy funds the commercial and regulatory activities of the
Australian Wheat Board (International) Ltd, the Wheat Export Authority and the
Grains Research and Development Corporation (GRDC). The Government also
provides a matching contribution for research and development to the GRDC of up to
0.5 per cent of the gross value of wheat production per annum.

Expenses are forecast to remain relatively stable over the forward years.

'DLU\ LQGXVWU\

The Government supports dairy industry promotion, administration, market support,
and research and development. The bulk of the expenses in this sub-function relate to
levy-funded grants paid to the Australian Dairy Corporation (ADC) for the
$1.78 billion Dairy Structural Adjustment Package.

Expenses peak in 2000-01 due to residual payments of levies to the ADC associated
with the Commonwealth Domestic Market Support Scheme which concluded on
30 June 2000. Expenses are forecast to remain relatively stable over the forward years.

&DWWOH� VKHHS DQG SLJ LQGXVWU\

Expenses in this sub-function consist of contributions to the meat, livestock, lamb and
pork industries, through Meat and Livestock Australia and Australian Pork Limited,
for market promotion, research and development, and the control of cattle diseases.
These expenses are funded primarily through industry levies, with the Government
providing a matching contribution for research and development of up to 0.5 per cent
of the gross value of meat and livestock production per annum.

The decrease in expenses from 2000-01 to 2001-02 is mainly the result of the
Commonwealth’s divestment of its interest in the Australian Pork Corporation and the
Pig Research and Development Corporation to the Australian pork industry forming
Australian Pork Limited. Expenses gradually decrease from 2001-02 due to the
completion of a number of animal disease and industry development programmes.

)LVKLQJ� KRUWLFXOWXUH DQG RWKHU DJULFXOWXUH

This sub-function includes expenses associated with the Australian Fisheries
Management Authority (AFMA), the Fisheries Research and Development
Corporation, the Grape and Wine Research and Development Corporation, and



����

Horticulture Australia Limited. AFMA recovers costs attributable to the industry while
the Government funds community service obligations and fisheries research.

Industry levies fund the activities of the Fisheries Research and Development
Corporation, the Grape and Wine Research and Development Corporation and
Horticulture Australia Limited. The Government provides a matching contribution for
research and development activities in these industries.

The decrease in expenses from 2000-01 to 2001-02 is primarily driven by the
Commonwealth’s divestment of the Australian Horticultural Corporation, the
Horticultural Research and Development Corporation and the Australian Dried Fruits
Board to the Australian horticultural industry forming Horticulture Australia Limited.
Expenses also decline from 2000-01 to 2001-02 due to the conclusion of the Queensland
East Coast Trawl Restructure Programme. Research, development and promotional
expenses gradually increase from 2001-02, funded by a projected rise in
production-driven levy collections.

*HQHUDO DVVLVWDQFH QRW DOORFDWHG WR VSHFLILF LQGXVWULHV

The expenses in this sub-function predominately relate to the operations of the
Australian Quarantine and Inspection Service (AQIS). AQIS conducts inspection
services for the export and import of animals, animal products, plant and plant
products, and the quarantine surveillance of arriving vessels, persons and goods.

The increase in expenses from 2000-01 to 2001-02 reflects the recent Government
decision to implement a heightened quarantine inspection regime against foot and
mouth disease and other quarantine risks. Expenses are relatively stable over the
forward years.

5XUDO DVVLVWDQFH

This sub-function includes expenses for Government support of rural producers and
rural industry adjustment initiatives. The key expense in this sub-function are the
Agriculture — Advancing  Australia (AAA) programmes, complemented by rural
industry assistance programmes, which provide funding to address specific events
adversely affecting farmers. These programmes provide assistance to farmers through
a variety of means such as income support, interest rate subsidies, grants for structural
adjustment, financial counseling, training and innovation grants.

Expenses peak in 2000-01 because of the level of exceptional circumstance assistance to
rural communities in addition to the Flood Assistance and Sugar Industry Assistance
Packages. Further declines in the forward years for this sub-function are expected with
the conclusion of the AAA programmes in 2003-04.
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1DWXUDO UHVRXUFHV GHYHORSPHQW

Expenses in this sub-function include water, land and forest management
programmes, which are administered by the Department of Agriculture, Fisheries and
Forestry and largely funded through the NHT, such as the National Landcare
Programme, Murray-Darling Basin 2001 and the Farm Forestry Programme.

The increase in expenses from 2000-01 for this sub-function also reflects the
$700 million in funding provided over seven years for the National Action Plan for Dry
Land Salinity and Water Quality.

The investment of $250 million from the second partial sale of Telstra extended the life
of the NHT an additional year to 2001-02. The maintenance of high levels of funding
across the forward years reflects the Government’s decision to allocate additional
funding of over $1 billion to further extend the operation of the NHT by five years to
2006-07. The current estimates for this sub-function allocate $41 million in 2002-03 and
$96 million in each year from 2003-04 to 2006-07 for NHT-related expenditure.

The decrease in expenses in 2004-05 reflects the funding profile for the National Action
Plan for Dry Land Salinity and Water Quality.

*HQHUDO DGPLQLVWUDWLRQ

This sub-function comprises expenses relating to the administration of relevant
programmes in the Department of Agriculture, Fisheries and Forestry. The increase in
expenses from 2000-01 reflects an expansion of services delivered to industry including
the National Action Plan for Dry Land Salinity and Water Quality and enhanced
quarantine capabilities. Expenses remain relatively stable over the forward years.
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7RWDO PLQLQJ DQG PLQHUDO UHVRXUFHV ��� ����� ����� ����� ���

This function includes expenses from the following portfolios:

•  Foreign Affairs and Trade; and

•  Industry, Science and Resources.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Expenses under this function relate to the mining, manufacturing and export sectors,
and are designed to improve the efficiency and competitiveness of Australian
industries. Commonwealth assistance to exporters includes direct financial assistance
for the development of export markets, information and promotional assistance,
finance and insurance services, and the development of trade policy.

Expenses increase by 19 per cent in real terms in 2001-02 reflecting the commencement
of major funding under the Textile Clothing and Footwear Strategic Investment
Programme. Expenses are then stable until 2004-05 when there is a real reduction of
8 per cent due to the conclusion of the Pharmaceutical Industry Investment
Programme.

All activities relating to mineral fuels, and manufacturing relating to the production of
fuel and energy, are classified to the Fuel and energy function.
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0LQLQJ DQG PLQHUDO UHVRXUFHV �RWKHU WKDQ IXHO�� PDQXIDFWXULQJ DQG
FRQVWUXFWLRQ

The main drivers of change in these expenses are as follows:

•  The Textile Clothing and Footwear (TCF) post 2000 Development Package is designed to
promote investment and innovation in the industry and the development of
sustainable jobs. Payments to firms under the major element of the package, the
TCF Strategic Investment Programme, will increase from $10 million in 2000-01 to
around $140 million a year from 2001-02 to 2005-06.

•  The Pharmaceutical Industry Investment Programme is a competitive grants
programme designed to promote greater investment in pharmaceutical research
and development in Australia. This is a five year $300 million programme
operating from 1999-2000 to 2003-04.
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5DLO WUDQVSRUW ��� ��� � � �

$LU WUDQVSRUW ��� ��� ��� ��� ���

5RDG WUDQVSRUW ����� ����� ����� ����� �����

6HD WUDQVSRUW ��� ��� ��� ��� ���

2WKHU WUDQVSRUW DQG FRPPXQLFDWLRQ ��� ��� ��� ��� ���

7RWDO WUDQVSRUW DQG FRPPXQLFDWLRQ ����� ����� ����� ����� �����

This function includes expenses from the following portfolios:

•  Communication, Information Technology and the Arts; and

•  Transport and Regional Services.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

Transport and communication expenses support the infrastructure and regulatory
framework for Australia’s transport and communications sectors. Expenses are
expected to peak in 2001-02 and then decline over the forward years due mainly to
falling expenses in the Communication, Road transport, and Rail transport sub-functions.

&RPPXQLFDWLRQ

This sub-function includes grants from the Telstra Social Bonus programmes and the
operations of the Australian Communications Authority. Grants from the Telstra
Social Bonus programmes flow from the two sales of Telstra shares in 1996 and 1998.
Funding of $250 million was allocated to these programmes over five years from
1997-98 and a further $670 million over five years was allocated in 1999-2000. About
half of the total of $920 million will have been committed to projects by the end of
2000-01. These programmes are designed to improve telecommunications service
standards and broaden access to telephone and internet services in rural, regional and
remote Australia. The Australian Communications Authority is responsible for
telecommunications planning and regulation (apart from competition regulation) and
radiocommunications spectrum planning and allocation.

Communication expenses are forecast to increase in 2001-02, largely due to increased
expenses through Telstra Social Bonus programmes. In the years following 2001-02,
expenses on Communication are forecast to decline due to the conclusion of the
Regional Telecommunications Infrastructure Fund and a number of Telstra Social
Bonus programmes. This is partially offset by funding for new programmes
announced as part of Backing Australia’s Ability initiatives to improve innovation in
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information technology and through the Government’s response to the
Telecommunications Service Inquiry (Besley Report) which will further strengthen
telecommunications performance in Australia, particularly in rural and regional areas.

5DLO WUDQVSRUW

Expenses decline mainly due to the conclusion of the Upgrade of the Mainline
Interstate Rail Track Programme in 2001-02. However, the Government will provide an
equity injection for the Australian Rail Track Corporation for rail track initiatives
subject to a business case being agreed. The decline in expenses is also due to the initial
funding for the Alice Springs to Darwin Railway in 2000-01 and 2001-02. Further
funding of $26 million for the Alice Springs to Darwin Railway will be provided over
the period 2002-03 to 2006-07.

$LU WUDQVSRUW

This sub-function includes the operations of the Civil Aviation Safety Authority, the
provision of aviation infrastructure, and the implementation of environmental
standards.

Funding declines from 2001-02 onwards mainly due to the completion of the Sydney
Airport Noise Amelioration Programme in 2001-02 and the conclusion of the Adelaide
Airport Noise Amelioration Programme in 2003-04.

Air safety operations will be strengthened through additional funding of $24 million
from 2001-02 to 2004-05 to the Civil Aviation Safety Authority. A pricing subsidy for
the provision of location-specific air traffic control tower services will be continued in
2001-02 and 2002-03 to support affordable transport access in regional Australia.

5RDG WUDQVSRUW

The Government funds the National Highway System and contributes to the capital
cost of State/Territory roads that have been identified to be of national importance.

Expenses increase in 2001-02 mainly due to the provision of significant additional
funding for local roads and for outer metropolitan roads. Special assistance of
$1.2 billion over five years is being provided directly to local councils through the
Roads to Recovery Programme for the construction, upgrade and maintenance of local
roads. Funding of $440 million over four years will also be provided through the
National Highway and Roads of National Importance Programme to improve road
infrastructure in outer metropolitan areas.

Expenses decrease in 2002-03 mainly due to completion of the Road Safety Black Spot
Programme in 2001-02. The completion of a number of large projects funded by the
National Highway and Roads of National Importance Programme and the Federation
Fund in 2002-03 result in a fall in expenses in 2003-04. The decrease in expenses
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in 2004-05 is mainly due to the conclusion of the Roads to Recovery Programme in that
year.

The Government also provides local road grants to local government through
Financial Assistance Grants (see the General purpose inter-government transactions
sub-function).

6HD WUDQVSRUW

The key components of this sub-function include the Tasmanian Freight Equalisation
Scheme, the Bass Strait Passenger Vehicle Equalisation Scheme and funding for the
Australian Maritime Safety Authority. The slight increase over the forward years
reflects price indexation.

Expenses fall after 2001-02 following final Commonwealth contributions from the
Federation Fund for the development of marine facilities in Jervoise Bay, Western
Australia.

Additional funding of $4 million over four years will be provided to improve the
Australian Maritime Safety Authority’s capability to respond to search and rescue
incidents.

2WKHU WUDQVSRUW DQG FRPPXQLFDWLRQ

This sub-function covers expenses relating to the administration of relevant
programmes in the Transport and Regional Services and the Communications,
Information Technology and the Arts portfolio. Expenses are relatively stable over the
four years.
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/DERXU PDUNHW DVVLVWDQFH WR MRE VHHNHUV
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,QGXVWULDO UHODWLRQV ��� ��� ��� ��� ���

,PPLJUDWLRQ ��� ��� ��� ��� ���

7RWDO ODERXU DQG HPSOR\PHQW DIIDLUV ����� ����� ����� ����� �����

2WKHU HFRQRPLF DIIDLUV QHF ��� ��� ��� ��� ���

7RWDO RWKHU HFRQRPLF DIIDLUV ����� ����� ����� ����� �����

This function includes expenses from the following portfolios:

•  Education, Training and Youth Affairs;

•  Employment, Workplace Relation and Small Business;

•  Environment and Heritage;

•  Immigration and Multicultural Affairs;

•  Industry, Science and Resources;

•  Treasury; and

•  Veterans’ Affairs.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

The Other economic affairs function includes expenses on tourism and area promotion,
labour market assistance, immigration and other economic affairs not elsewhere
classified (nec). Expenses are projected to increase over the Budget and forward years
due mainly to increases in the Labour and employment affairs sub-function relating to
labour market assistance to job seekers and industry. Growth in this area is mainly
attributable to additional activity under the Job Network programme, the Dairy
Structural Adjustment Package and the Government’s Australians Working Together
initiatives.

7RXULVP DQG DUHD SURPRWLRQ

Commonwealth expenses contribute to tourism research and analysis, policy
development, international tourism marketing and funding for specific tourism
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programmes and projects. The decline in expenses is due to the completion in 2001-02
of the Australian Tourist Commission’s four-year marketing and promotions
campaign to maintain visitor numbers through the Asian economic crisis.

/DERXU DQG HPSOR\PHQW DIIDLUV

9RFDWLRQDO DQG LQGXVWU\ WUDLQLQJ

Expenses largely cover wage subsidies and incentive payments to employers, and
allowances to apprentices and trainees. Expenses also cover pre-apprenticeship and
traineeship training for people who are disadvantaged in the labour market.

The increase in expenses of 4.2 per cent in real terms in 2001-02 and 3.9 per cent in real
terms in 2002-03 is driven by a higher number of incentive payments to employers for
completions of apprenticeships/traineeships, reflecting the strong rise in
apprenticeship/traineeship commencements in 1997-98 and 1998-99. The increase in
commencements was due in part to the introduction of the New Apprenticeship
System from 1 January 1998, and the introduction of new flexibilities such as user
choice in training providers. Growth over subsequent years is driven by estimated
increases in New Apprentices commencements and the take-up by employers of
incentive payments.

Expenses on vocational education and training (mainly relating to the national
Technical and Further Education system) are recorded under the Education function.

/DERXU PDUNHW DVVLVWDQFH WR MRE VHHNHUV DQG LQGXVWU\

The majority of expenses under this sub-function covers programmes aimed at helping
people gain employment. This includes expenses under the following programmes:
Job Network, Work for the Dole, Regional Assistance, Indigenous Employment, Area
Consultative Committees and Return to Work.

The sub-function includes programmes to assist young people make the transition into
employment, including language, literacy and numeracy, Jobs Pathway Programme,
Green Corps, the Job Placement, Employment and Training Programme and Career
Counseling. It also includes expenses incurred in New Apprentice Centres that
provide information on New Apprenticeships options to job seekers and employers.

Overall expenses are expected to increase, in real terms, by 5.0 per cent in 2001-02 and
4.4 per cent in 2002-03. This growth is mainly attributable to additional activity under
the Job Network programme and the Dairy Structural Adjustment Package. The
Australians Working Together initiatives announced in this Budget, including Helping
people find jobs, A fair go for mature age workers and Promoting self reliance for indigenous
people, will add to this sub-function a net $12 million in 2001-02, $68 million in 2002-03,
$74 million in 2003-04 and $83 million in 2004-05.

Measures announced in this Budget as part of the Government’s initial response to the
Prime Minister’s Youth Pathways Action Plan Taskforce Report, Footprints to the
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Future, provide increased funding for the Jobs Pathway Programme and the Job Placement
Employment and Training Programme. These contribute $64 million to this sub-function
over four years from 2001-02.

,QGXVWULDO UHODWLRQV

The Industrial relations sub-function includes expenses associated with improving the
industrial framework and its operation. These include the costs of advice by the
Department of Employment, Workplace Relations and Small Business, and the
operations of the Australian Industrial Relations Commission and the Australian
Industrial Registry. The sub-function also includes levy-funded arrangements for
employee entitlements in the stevedoring and coal mining industries, and expenses
incurred by the National Occupational Health and Safety Commission.

The higher level of expenses in 2001-02 and 2002-03 reflects the estimated costs of the
Employee Entitlement Support Scheme, which was introduced in 2000-01 to assist
people who suffer a loss of employee entitlements due to employer insolvency.
Funding is to be reviewed in 2002-03.

,PPLJUDWLRQ

The Immigration sub-function covers a significant proportion of the expenses incurred
by the Department of Immigration and Multicultural Affairs (DIMA) in administering
Australia’s immigration programme. This includes the management of the Migration
and Humanitarian Programmes, temporary entry programmes, and the enforcement
of immigration law and citizenship programmes.

The decrease in expenses from 2000-01 to 2001-02 is predominantly due to the
carryover of expenses from 1999-2000 to 2000-01, the completion of the Safehaven
programme in 2000-01 and savings identified from the pricing review of DIMA's
departmental outputs. The increase in expenses from 2001-02 to 2002-03 is due mainly
to the commencement of operations of the Darwin and Brisbane detention centres.

Other expenses incurred by DIMA associated with migrant settlement and foreign aid
are reported under the Vocational and other education, Other welfare programmes and
Foreign economic aid sub-functions.

2WKHU HFRQRPLF DIIDLUV �QHF�

This sub-function covers economic services provided by the Commonwealth which are
not included in other function classifications. Expenses mainly comprise the
operational costs of a number of advisory and regulatory agencies, including the
Productivity Commission, the Australian Competition and Consumer Commission,
the Australian Securities and Investments Commission (ASIC), Standards Australia,
Australian Surveying and Land Information Group, Australian Government
Analytical Laboratories, IP Australia, the National Competition Council, the Bureau of
Meteorology, and the Ionospheric Prediction Service.
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Expenses in this sub-function increase between 2000-01 and 2001-02 as a result of the
additional funding the Government has provided to the Australian Securities and
Investments Commission (ASIC). These funds were provided to implement financial
sector regulatory reform, to continue transitional funding for the regulation of
managed investment schemes prior to a review of the Managed Investments Act 1998,
scheduled to occur during 2001-02.

Expenses are projected to be steady over the forward years. The expenses include
additional funding of $67 million over four years to allow the Australian Competition
and Consumer Commission to maintain service delivery standards and improve
service delivery in priority areas such as e-commerce and regional and rural issues.
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,QWHUHVW RQ &RPPRQZHDOWK EHKDOI ����� ����� ����� ����� �����

,QWHUHVW RQ EHKDOI RI 6WDWHV DQG 7HUULWRULHV �� �� �� �� ��

,QWHUHVW UHFHLYHG RQ &RPPRQZHDOWK VWRFN � � � � �

3XEOLF GHEW LQWHUHVW ����� ����� ����� ����� �����

1RPLQDO 6XSHUDQQXDWLRQ ,QWHUHVW ����� ����� ����� ����� �����

*HQHUDO UHYHQXH DVVLVWDQFH � 6WDWHV 	 7HUULWRULHV ����� ����� ����� ����� �����

*HQHUDO FDSLWDO DVVLVWDQFH � 6WDWHV 	 7HUULWRULHV � � � � �

'HEW DVVLVWDQFH � � � � �
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$VVLVWDQFH WR RWKHU JRYHUQPHQWV ��� ��� ��� ��� ���

*HQHUDO SXUSRVH LQWHU�JRYHUQPHQW WUDQVDFWLRQV ����� ����� ����� ����� �����

1DWXUDO GLVDVWHU UHOLHI ��� ��� �� �� ��

&RQWLQJHQF\ UHVHUYH�D� ��� ��� ����� ����� �����

$VVHW VDOHV �� �� � ��� ���

7RWDO RWKHU SXUSRVHV ������ ������ ������ ������ ������

0HPRUDQGXP LWHP�

1DWXUDO +HULWDJH 7UXVW ([WHQVLRQ�D� ��� ��� ����� ����� �����

�D� 7KH HVWLPDWHV IRU WKH H[WHQVLRQ RI WKH 1+7� ZKLOVW IRUPDOO\ LQ &RQWLQJHQF\ 5HVHUYH H[SHQVHV� KDYH
EHHQ DOORFDWHG WR WKH +RXVLQJ DQG FRPPXQLW\ DPHQLWLHV� 5HFUHDWLRQ DQG FXOWXUH DQG $JULFXOWXUH�

IRUHVWU\ DQG ILVKLQJ IXQFWLRQV LQ 6WDWHPHQW ��

This function includes expenses from the following portfolios:

•  Finance and Administration;

•  Industry, Science and Resources;

•  Transport and Regional Services; and

•  Treasury.

1DWXUH RI H[SHQVHV DQG PDMRU WUHQGV

The Other purposes function includes expenses incurred in the servicing of public debt
interest, and assistance to the States, the Northern Territory, the Australian Capital
Territory and local government. The function also includes items classified to natural
disaster relief, the Contingency Reserve, and costs of asset sales.

The decrease in expenses from 2000-01 to 2001-02 is largely due to reductions in
interest expenses on the Commonwealth’s public debt.
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The increase in expenses over the forward years is largely due to growth in the
Contingency Reserve sub-function expenses. The increase in the Contingency Reserve
from 2002-03 over the forward years is largely due to growth in the conservative bias
allowance — an allowance that compensates for the trend in expenses on existing
Commonwealth programmes to be underestimated by agencies in the forward years.

This increase is partially offset by reductions in interest expenses on the
Commonwealth’s public debt, due to projected reductions in the volume of public
debt, and by reductions in the Budget Balancing Assistance (BBA) payments to the
States to ensure their budgets are no worse off as a result of tax reform. The reductions
reflect projected increases to GST revenue that goes to the States and Territories.

3XEOLF GHEW LQWHUHVW

This sub-function includes expenses relating to the cost of servicing the stock of
Commonwealth debt incurred to meet budget financing and other borrowing
requirements. All expenses relating to public debt interest are expenses of the
Australian Office of Financial Management, which is responsible for managing and
reporting on the Commonwealth’s net debt portfolio. This sub-function does not
include interest on instalment purchase of buildings, overpayment of tax, and other
interest not associated with borrowings, which are included in the function relevant to
the associated borrowings.

Expenses on public debt interest are governed by the volume of outstanding
Commonwealth debt, and the average cost of debt service (the net effect of interest and
exchange rate movements), which is in turn influenced by the mix of debt instruments
and the term structure of the debt. The balance of influence of these factors on total
public debt interest expenses will vary over time.

Public debt interest expenses also include interest expenses on debt issued by the
Commonwealth on behalf of the State and Territory governments. Since 1990 the State
and Territory governments have been borrowing on their own behalf. These interest
expenses are offset by payments from the State and Territory governments. Interest
expenses on debt issued by the Commonwealth on behalf of the State and Territory
governments is projected to decline as the debt is extinguished.

Expenses in this sub-function are forecast to decrease over 2001-02 and the forward
years, due largely to projected reductions in the volume of Commonwealth debt on
issue.

1RPLQDO VXSHUDQQXDWLRQ LQWHUHVW

The Nominal superannuation interest sub-function includes expenses relating to the cost
of the accumulated unfunded liability of the superannuation schemes provided by the
Government for its civilian and defence personnel — including the PSS, the CSS, the
Military Superannuation and Benefits Scheme and the Defence Force Retirement and
Death Benefits Scheme. The interest expense reflects the cost of not fully funding the
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superannuation liability. The Government is viewed as compulsorily borrowing the
funds and incurs a nominal interest expense.

Nominal superannuation interest expenses are estimated to increase over time in line
increases in the unfunded liability of the superannuation schemes. Year-by-year
fluctuations reflect the nominal interest rate assumptions in the particular years.

Superannuation expenses relating to current year employment in relation to these
schemes are included in the General public services function, Government superannuation
benefits sub-function.

*HQHUDO SXUSRVH LQWHU�JRYHUQPHQW WUDQVDFWLRQV

This sub-function includes grants and advances to the States and Territories and local
government authorities, which are not classifiable to other functions. Detailed
information on the Commonwealth’s financial relations with State, Territory and local
governments is provided in Budget Paper No. 3, Federal Financial Relations 2001-02.

General revenue assistance to the States and Territories comprises payments made by
the Commonwealth to the State and Territory governments. These include BBA paid to
ensure that State and Territory budgets are no worse off as a result of taxation reform,
and National Competition Payments which are paid subject to satisfactory progress
with the implementation of specified National Competition Policy and related reforms.

The Government provides assistance to local government authorities through general
purpose Financial Assistance Grants and identified local road grants. The increase in
expenses for this sub-function each year reflects the application of an escalation factor
determined by the Treasurer in light of the underlying movements in the CPI and
population.

Revenue assistance to the States and Territories includes payments to compensate the
States and Territories for the loss of companies’ fees and fines that are now collected by
the Commonwealth.

Assistance to other governments consists primarily of the payment of Offshore Petroleum
Royalties/Fees to Western Australia for administration of petroleum exploration and
production leases within Commonwealth jurisdiction. This payment drops from
2000-01 to 2001-02 and has a slight decline thereafter, due to the forecast reduction in
world oil prices from 2001-02 and a gradual decline in petroleum production on the
North West Shelf.

The Commonwealth’s estimates do not include GST payments to the States and
Territories, as accrued GST revenues and associated payments to the States and
Territories are treated as a state tax.

This sub-function also includes compensation to the Australian Capital Territory for
municipal expenditure arising from Canberra’s status as the National Capital.
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Expenses for General purpose inter-government transactions are projected to decrease in
2001-02 and the forward years largely due to projected increases in GST revenue
causing corresponding decreases in Budget Balancing Assistance.

1DWXUDO GLVDVWHU UHOLHI

This sub-function comprises expenses of the Finance and Administration portfolio
associated with natural disaster relief.

Under the Natural Disaster Relief Arrangements (NDRA), the Commonwealth
reimburses part of the States' expenses on restoration payments and payments for
other eligible disaster relief measures where the expenses exceed certain funding
thresholds. A large part of NDRA payments is made as partial reimbursement for the
relief of personal hardship and distress and the repair and restoration of essential State
and local government assets.

Commonwealth assistance towards natural disaster relief reflects the unpredictability
of these events in terms of incidence and severity. Increases in expenses for 2000-01
and 2001-02 were driven by severe flooding in New South Wales and Queensland in
November 2000. The forward estimates are based on a broad average of annual net
payments over recent years.

Drought assistance is included within the Agriculture, forestry and fishing function,
General assistance not allocated to specific industries sub-function.

&RQWLQJHQF\ 5HVHUYH

The Contingency Reserve is an allowance, included in aggregate expenses figuring, to
reflect anticipated events that cannot be assigned to individual programmes in the
preparation of the Commonwealth Budget. The reserve is an estimating device used to
ensure that the Budget and forward estimates are based on the best information
available at the time of the Budget. It is not a policy reserve.

While the reserve ensures that aggregate estimates are as close as possible to expected
outcomes, it is not appropriated in the Budget. Allowances that are included in the
reserve can only be drawn upon once they have been appropriated by Parliament.

The Contingency Reserve makes allowance in the Budget and forward years for
anticipated events including the following:

•  an allowance for the tendency for Budget estimates of expenses for existing
government policy to be revised upwards in the forward years;

•  an allowance for the tendency for the estimates of administered expenses for some
specific agencies or functions to be overstated in the Budget year;

•  commercial-in-confidence and national security-in-confidence items that cannot be
disclosed separately;
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•  decisions made late in the budget process, of which by far the largest is:

− the Government’s decision to allocate additional funding of over $1 billion to
further extend the operation of the NHT by five years to 2006-07. Current
estimates of allocations to individual functions are:

: Housing and community amenities of $49 million in 2002-03 and $114 million
in each year from 2003-04 to 2006-07;

: Recreation and culture of $10 million in 2002-03 and $23 million in each year
from 2003-04 to 2006-07; and

: Agriculture, forestry and fishing of $41 million in 2002-03 and $96 million in
each year from 2003-04 to 2006-07;

− The estimates for the extension of the NHT, whilst formally in Contingency
Reserve expenses, have been allocated to the individual functions according to
this estimated allocation; and

•  the effect of economic parameter revisions for the Budget and forward estimates
received late in the process and hence not able to be allocated to individual agencies
or functions.

The increase in the Contingency Reserve largely reflects the conservative bias
allowance that is based on the trend for expenses on existing Commonwealth
programmes to be underestimated by agencies in the forward years.

$VVHW VDOHV

The Asset sales sub-function includes expenses associated with the Government’s major
asset sales and the administration costs of the Office of Asset Sales and Commercial
Support (previously known as the Office of Asset Sales and Information Technology
Outsourcing). Estimates for the forward years are not included until resources
required for specific sales are decided.

The estimates for 2000-01 and 2001-02 reflect funding for a range of previously
announced sales including Kingsford Smith Airport in Sydney and Essendon Airport
in Melbourne. The costs in the later years relate to the assumed timing of the proposed
sale of Telstra.
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In 2001-02, forecast net capital investment has fallen by $856 million since the 2000-01
MYEFO, largely reflecting delays in property sales of $362 million from 2000-01 into
2001-02 and a reallocation of capital expenditure to expenses by the Department of
Defence. New policy decisions since the 2000-01 MYEFO have led to a reduction in
estimated net capital investment of $136 million in 2001-02.

Net capital investment estimates for the period from 2000-01 to 2004-05 are provided in
Table 18.

Net capital investment reflects the change in the balance sheet value of non-financial
assets (for example: property, plant and equipment), excluding investment in specialist
military equipment which is disclosed as an expense.

7DEOH ��� (VWLPDWHV RI WRWDO &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW FDSLWDO

LQYHVWPHQW

������� ������� ������� �������

0<()2�D� 5HYLVHG (VWLPDWH 3URMHFWLRQ 3URMHFWLRQ 3URMHFWLRQ

7RWDO QHW FDSLWDO

LQYHVWPHQW ��P� ������ ������ ������ ���� ���� ����

5HDO JURZWK RQ SUHYLRXV \HDU����E� ��� ��� ��� ���

3HU FHQW RI *'3 ���� ���� ���� ��� ��� ���

�������

�D� $V SXEOLVKHG LQ WKH ������� 0<()2 RQ D *)6 EDVLV� 7KH FRUUHVSRQGLQJ HVWLPDWHV UHSRUWHG LQ WKH

������� %XGJHW ZHUH RQ DQ $XVWUDOLDQ $FFRXQWLQJ 6WDQGDUG 1R� �� �$$6��� EDVLV�

�E� 5HDO JURZWK LV FDOFXODWHG XVLQJ WKH QRQ�IDUP JURVV GRPHVWLF SURGXFW �*'3� GHIODWRU�

Net capital investment is expected to decrease by around $1.2 billion in 2001-02 and
fall by a further $866 million over the forward years, largely reflecting the Department
of Defence’s ongoing property sales programme.

The change in estimated net capital investment from 2000-01 to 2001-02 largely reflects
the sale of telecommunications spectrum licenses by the Australian Communications
Authority in 2000-01 partly offset by a slippage of Defence property sales from 2000-01
to 2001-02.

�(&21&,/,$7,21 2) 1(7 &$3,7$/ ,19(670(17 6,1&(
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Table 19 provides a reconciliation of the 2001-02 Budget, 2000-01 MYEFO and
2000-01 Budget net capital investment estimates, showing the effect of policy decisions
and economic parameter and other variations since the estimates were published in the
2000-01 Budget.
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7DEOH ��� 5HFRQFLOLDWLRQ RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW QHW FDSLWDO

LQYHVWPHQW
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�P �P �P �P

&KDQJH LQ QHW FDSLWDO LQYHVWPHQW DW

������� %XGJHW ������ ����� ��� �����

&KDQJHV EHWZHHQ ������� %XGJHW DQG 0<()2

(IIHFW RI SROLF\ GHFLVLRQV � � � �

(IIHFW RI HFRQRPLF SDUDPHWHU DQG RWKHU YDULDWLRQV ������ ������ ���� ����

7RWDO YDULDWLRQV ������ ������ ���� ����

&KDQJH LQ QHW FDSLWDO LQYHVWPHQW DW

������� 0<()2 ������ ���� ���� ���

&KDQJHV EHWZHHQ 0<()2 DQG ������� %XGJHW

(IIHFW RI SROLF\ GHFLVLRQV �� ���� ���� ���

(IIHFW RI HFRQRPLF SDUDPHWHU DQG RWKHU YDULDWLRQV ����� ���� �� ����

7RWDO YDULDWLRQV ����� ���� ��� ����

&KDQJH LQ QHW FDSLWDO LQYHVWPHQW DW

������� %XGJHW ������ ������ ���� ����

3ROLF\ GHFLVLRQV

Policy decisions since the 2000-01 MYEFO affecting net capital investment estimates
include: 1

•  $98 million to fund the Health Insurance Commission’s (HIC) modernisation of its
claims and payments business, ensuring the efficient operation of all government
health programmes administered by the HIC;

•  a $50 million loan to the Commonwealth Scientific and Industrial Research
Organisation (CSIRO) to facilitate the commercialisation of new production
technology for the light metals sector, in partnership with the Australian
Magnesium Corporation;

•  a loan to the Australian Broadcasting Corporation (ABC) to fund construction of a
new building in Perth at a total cost of $29 million. The building will accommodate
the ABC’s head office in Western Australia and television facilities;

•  the investment of $43 million by the National Gallery of Australia on building
refurbishment and enhancement;

                                                          

1 In the calculation of net capital investment, proceeds from the sale of non-financial assets are
subtracted from the purchases of non-financial assets. Consequently, an increase in the
proceeds from the sale of non-financial assets reduces net capital investment and increases
the fiscal balance.
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•  $16 million in 2001-02 to Centrelink for the development of software to support
Australians Working Together;

•  the Department of Finance and Administration construction of new chancery
facilities in Colombo and New Delhi at a cost of $25 million;

•  $36 million to the Department of Foreign Affairs and Trade to fund the replacement
of the existing diplomatic communications network with the proposed Secure
Australian Telecommunications and Information Network;

•  $12 million over the Budget and forward years to the Civil Aviation Safety
Authority for the development of new systems to implement updated regulations
that will improve aviation safety; and

•  $6 million in 2001-02 to the Australian Customs Service for infrastructure changes
to support risk mitigation of foot and mouth disease in Australia.

These new policy initiatives will be offset in 2001-02 by an expansion of the
Department of Defence’s property sales programme, which will increase sales revenue
in 2001-02. This additional sales revenue will be offset, in part, by rental
supplementation for those properties leased back by Defence.

3DUDPHWHU DQG RWKHU YDULDWLRQV

Since the 2000-01 MYEFO, parameter and other variations have led to a reduction in
estimated net capital investment of around $720 million in 2001-02. Variations in the
Budget and forward years are largely due to:

•  slippage in the Department of Defence’s Pre-existing Property Sales Programme,
which will increase sales revenue in 2001-02;

•  a reallocation of capital expenditure to expenses in Defence;

•  an extension in the Defence Housing Authority’s Sale and Leaseback Programme;

•  the removal of the capital conservative bias allowance;2 and

•  lower than estimated proceeds from the sale of telecommunications spectrum
licenses in 2000-01.

                                                          

2 An adjustment had previously been made in the Contingency Reserve to reflect an initial
conservative bias in agencies’ forward net capital investment. However, with the bedding
down of the accrual budgeting framework, agencies have now developed robust asset
replacement strategies that remove the need for this adjustment.
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Table 20 provides estimates of Commonwealth general government net capital
investment by function for the period 2000-01 to 2004-05.

7DEOH ��� (VWLPDWHV RI &RPPRQZHDOWK QHW FDSLWDO LQYHVWPHQW E\ IXQFWLRQ
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6RFLDO VHFXULW\ DQG ZHOIDUH �� �� � �� �
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$JULFXOWXUH� IRUHVWU\ DQG ILVKLQJ �� �� �� �� ��

0LQLQJ DQG PLQHUDO UHVRXUFHV �RWKHU WKDQ IXHOV��

QDQXIDFWXULQJ DQG FRQVWUXFWLRQ �� �� � �� �

7UDQVSRUW DQG FRPPXQLFDWLRQV ������ �� � � �

2WKHU HFRQRPLF DIIDLUV �� �� ��� ��� ��

2WKHU SXUSRVHV �� ���� ��� ��� ���

1HW FDSLWDO LQYHVWPHQW ������ ������ ���� ���� ����

(VWLPDWHV 3URMHFWLRQV

The movement in net capital investment from 2000-01 to 2001-02 largely reflects the
sale of telecommunications spectrum by the Australian Communications Authority in
2000-01 (Transport and communications) and a re-phasing and acceleration of Defence’s
property sale programme in 2001-02 (Defence). Other contributors to movements in net
capital investment include:

•  a number of largely offsetting movements in the General public services function
including:

− ANSTO’s investment in a new nuclear reactor at Lucas Heights; investment by
the Australian Taxation Office in IT infrastructure; and by Department of
Foreign Affairs and Trade in an updated secure communications system;
CSIRO’s investment in the commercialisation of new magnesium production
technology for the light metals sector; and the ABS’s fitout for its new
headquarters;

− offset by property sales by the Department of Finance and Administration and
the CSIRO;

•  Public order and safety, the purchase of border related technologies such as x-ray
equipment and software by the Australian Customs Service in 2000-01 and the
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establishment of the CrimTrac DNA database by the Attorney-General’s
Department;

•  Social security and welfare and Health, the investment in IT infrastructure by
Centrelink, the Department of Veterans’ Affairs and the Health Insurance
Commission;

•  Recreation and culture, the construction of additional purpose-built facilities at the
ABC headquarters at Ultimo, NSW, the National Museum of Australia, and the
ongoing digital TV conversion programme at the ABC and SBS, offset, in 2000-01,
by the sale of FM radio licenses by the Australian Broadcasting Authority;

•  Mining and mineral resources, a $30 million licence agreement between the
Department of Industry, Science and Resources and the Syntroleum Corporation
boosted investment in 2000-01; and

•  Other purposes, further telecommunications spectrum and FM radio license sales in
the forward years.
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3ULFLQJ UHYLHZ RI WKH 'HSDUWPHQW RI $JULFXOWXUH�

)LVKHULHV DQG )RUHVWU\ ��� � � �
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DQG WKH $UWV

$GGLWLRQDO IXQGLQJ IRU WKH 1DWLRQDO &RXQFLO IRU WKH

&HQWHQDU\ RI )HGHUDWLRQ IRU SURPRWLQJ )HGHUDWLRQ

)XQG SURMHFWV � � � �

$XVWUDOLDQ )LOP )LQDQFH &RUSRUDWLRQ � FRQWLQXDWLRQ

RI IXQGLQJ � � � �

$XVWUDOLD¶V UHVSRQVH WR )RRW DQG 0RXWK 'LVHDVH DQG

RWKHU TXDUDQWLQH ULVNV ���� ���� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ,QQRYDWLRQ $FFHVV

3URJUDPPH ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 1DWLRQDO ,QQRYDWLRQ

$ZDUHQHVV 6WUDWHJ\ ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � :RUOG &ODVV &HQWUHV

RI ([FHOOHQFH ��� ��� ���� ����

'HSDUWPHQW RI &RPPXQFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV � UHDOORFDWLRQ RI VXUSOXV IXQGV � ���� ���� ����

'LJLWDO LQWHUIHUHQFH VXEVLG\ ���� � � �

0DLQWHQDQFH RI WKH EDVH IXQGLQJ RI HOHPHQWV RI WKH

&XOWXUDO 'HYHORSPHQW 3URJUDPPH ��� ��� ��� ���

3ULFLQJ UHYLHZ RI WKH 'HSDUWPHQW RI &RPPXQLFDWLRQV�

,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV � � � �

6DYLQJV IURP WKH 1DWLRQDO 7UDQVPLVVLRQ 1HWZRUN

UHVLGXDO SRRO ���� ���� ���� ����
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&20081,&$7,216� ,1)250$7,21 7(&+12/2*<

$1' 7+( $576 �FRQWLQXHG�

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

&RQWULEXWLRQ WR D QDWLRQDO 2QOLQH 7HFKQLFDO

$VVLVWDQFH 3URJUDPPH ��� ��� ��� �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

H[WHQG PRELOH SKRQH FRYHUDJH WR FRPPXQLWLHV RI OHVV

WKDQ ��� SHRSOH ��� ���� ���� �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

([WHQG PRELOH SKRQH FRYHUDJH WR FRPPXQLWLHV RI PRUH

WKDQ ��� SHRSOH ���� ���� ���� �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

)XQGLQJ FRQVXPHU UHSUHVHQWDWLRQ DQG UHVHDUFK � ��� ��� ���

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

,PSURYLQJ FRPPXQLW\ DZDUHQHVV ��� ��� � �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

,PSURYLQJ 6HUYLFHV IRU $ERULJLQDO DQG 7RUUHV 6WUDLW

,VODQGHU &RPPXQLWLHV ��� � � �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

1DWLRQDO &RPPXQLFDWLRQV )XQG ��� ���� ���� ����

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

6DYLQJV IURP WKH 7HOVWUD 6RFLDO %RQXV QIS QIS QIS QIS

3RUWIROLR WRWDO ���� ���� ����� ����

'()(1&(

'HSDUWPHQW RI 'HIHQFH

'HIHQFH DQG VXUSOXV (DVW 7LPRU IXQGV ����� ���� � �

'HIHQFH &DSLWDO ,QYHVWPHQW 3URJUDPPH � � � �

'HIHQFH :KLWH 3DSHU ����� ������ ������ ������

(QKDQFHPHQW RI WKH $XVWUDOLDQ 'HIHQFH )RUFH &DGHWV � � � �

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

,QWHOOLJHQFH &RPPXQLW\ � � � �

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH ��� � � �

6XSSOHPHQWDWLRQ IRU FRPPHUFLDO UHQWV ���� ���� ���� ����

3RUWIROLR WRWDO ����� ������ ������ ������

('8&$7,21� 75$,1,1* $1' <287+ $))$,56

$XVWUDOLDQV :RUNLQJ 7RJHWKHU

$ EHWWHU GHDO IRU SHRSOH ZLWK GLVDELOLWLHV � %HWWHU DFFHVV

WR HGXFDWLRQ DQG WUDLQLQJ � ��� ���� ����

$ IDLU JR IRU PDWXUH DJH ZRUNHUV � 0RUH DVVLVWDQFH ��� ��� ��� ���

*HWWLQJ SHRSOH WKH ULJKW KHOS � ,PSURYHG LQIRUPDWLRQ

WHFKQRORJ\ ��� � � �

+HOSLQJ SDUHQWV UHWXUQ WR ZRUN ��� ��� ���� ����

+HOSLQJ SHRSOH WR ILQG MREV � %HWWHU HPSOR\PHQW

VHUYLFHV � ��� ��� ���

3URPRWLQJ VHOI�UHOLDQFH IRU LQGLJHQRXV SHRSOH �

,QFUHDVHG HGXFDWLRQDO DQG WUDLQLQJ DVVLVWDQFH ��� ��� ��� ���
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('8&$7,21� 75$,1,1* $1' <287+ $))$,56 �FRQWLQXHG�

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

$GMXVWPHQW WR 'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV UHVRXUFLQJ ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ����� DGGLWLRQDO

WDUJHWHG XQLYHUVLW\ SODFHV ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � $GGLWLRQDO IXQGLQJ

IRU SURMHFW�VSHFLILF UHVHDUFK LQIUDVWUXFWXUH ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � $GGLWLRQDO IXQGLQJ

IRU V\VWHPLF UHVHDUFK DQG UHVHDUFK WUDLQLQJ

LQIUDVWUXFWXUH LQ XQLYHUVLWLHV ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 'RXEOH IXQGLQJ IRU

QDWLRQDO FRPSHWLWLYH UHVHDUFK JUDQWV ���� ���� ����� �����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � )RVWHULQJ VFLHQWLILF�

PDWKHPDWLFDO DQG WHFKQRORJLFDO VNLOOV DQG

LQQRYDWLRQ LQ JRYHUQPHQW VFKRROV ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 2QOLQH FXUULFXOXP

FRQWHQW ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 3RVWJUDGXDWH

(GXFDWLRQ /RDQ 6FKHPH ��� ��� ��� ���

&DUHHU DQG 7UDQVLWLRQV SLORWV � HQKDQFLQJ \RXQJ

SHRSOHV
 WUDQVLWLRQ IURP VFKRRO WR IXUWKHU

HGXFDWLRQ RU ZRUN � � � �

([SDQG WKH JHRJUDSKLF FRYHUDJH RI HQWHUSULVH DQG

FDUHHU HGXFDWLRQ IRXQGDWLRQ ZRUN�SODFHPHQW

FRRUGLQDWRUV ��� ��� ��� ���

)ULQJH %HQHILWV 7D[ VXSSOHPHQWDWLRQ IRU $ERULJLQDO

DQG 7RUUHV 6WUDLW ,VODQGHU RUJDQLVDWLRQV ��� ��� ��� ���

+LJKHU (GXFDWLRQ SODFHV IRU UHJLRQDO 8QLYHUVLWLHV

DQG FDPSXVHV ��� ��� ���� ����

,PSURYLQJ VFKRROLQJ RXWFRPHV � � � �

,QFRPH�FRQWLQJHQW ORDQV IRU EULGJLQJ FRXUVHV IRU

RYHUVHDV WUDLQHG SURIHVVLRQDOV � ���� ���� ����

,QFUHDVH LQ WKH SHUPDQHQW PLJUDQW LQWDNH ���� ���� ���� ����

,QQRYDWLYH DQG FROODERUDWLYH SLORWV IRU

\RXWK�UHODWHG SURJUDPPHV � � � �

-RE 3ODFHPHQW� (PSOR\PHQW DQG 7UDLQLQJ 3URJUDPPH �

(PSOR\PHQW VXSSRUW IRU KRPHOHVV \RXQJ SHRSOH ��� ��� ��� ���

-REV 3DWKZD\ 3URJUDPPH � VXSSRUW IRU WKH WUDQVLWLRQ

IURP VFKRRO WR ZRUN ���� ���� ���� ����

7KH 0HQWRU 0DUNHWSODFH � � � �

7UDLQLQJ IRU ,QQRYDWLRQ � JURZWK IXQGLQJ IRU WKH

$XVWUDOLDQ 1DWLRQDO 7UDLQLQJ $XWKRULW\ $JUHHPHQW ���� ���� ����� �

3RUWIROLR WRWDO ����� ����� ����� �����
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(03/2<0(17� :25.3/$&( 5(/$7,216

$1' 60$// %86,1(66

$XVWUDOLDQV :RUNLQJ 7RJHWKHU

$ )DLU *R IRU 0DWXUH $JH :RUNHUV � 0RUH

HQFRXUDJHPHQW WR SDUWLFLSDWH ��� ��� � �

*HWWLQJ SHRSOH WKH ULJKW KHOS � ,PSURYHG LQIRUPDWLRQ

WHFKQRORJ\ ��� � � �

*HWWLQJ SHRSOH WKH ULJKW KHOS � 3HUVRQDO 6XSSRUW

3URJUDPPH � ����� ����� �����

+HOSLQJ SHRSOH WR ILQG MREV � %HWWHU HPSOR\PHQW

VHUYLFHV ��� ���� ���� ����

+HOSLQJ SHRSOH WR ILQG MREV � 7UDLQLQJ FUHGLWV ��� ���� ���� ����

3URPRWLQJ VHOI�UHOLDQFH IRU LQGLJHQRXV SHRSOH � %HWWHU

VXSSRUW WR JHW D MRE ��� ��� ��� ����

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH 5HODWLRQV

DQG 6PDOO %XVLQHVV

'HYHORSPHQW DQG HQKDQFHPHQW RI WKH %XVLQHVV (QWU\

3RLQW LQWHUQHW VLWH ��� ��� ��� ���

([SDQVLRQ RI WKH 'DLU\ 5HJLRQDO $VVLVWDQFH

3URJUDPPH ���� ���� � �

3ULFLQJ UHYLHZ RI WKH 'HSDUWPHQW RI (PSOR\PHQW�

:RUNSODFH 5HODWLRQV DQG 6PDOO %XVLQHVV ���� ���� ���� ����

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

RQ�OLQH VHUYLFHV ��� ��� ��� ���

1DWLRQDO 2FFXSDWLRQDO +HDOWK DQG 6DIHW\ &RPPLVVLRQ

5HORFDWLRQ RI WKH 1DWLRQDO 2FFXSDWLRQDO +HDOWK DQG

6DIHW\ &RPPLVVLRQ ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

(19,5210(17 $1' +(5,7$*(

$XVWUDOLDQ *UHHQKRXVH 2IILFH

'RPHVWLF JUHHQKRXVH SROLF\ GHYHORSPHQW � � � �

*UHHQKRXVH LQWHUQDWLRQDO SROLF\ DQG UHSRUWLQJ� DQG

JUHHQKRXVH VLQNV � � � �

3ULFLQJ UHYLHZ RI WKH $XVWUDOLDQ *UHHQKRXVH 2IILFH ���� ���� � �

'HSDUWPHQW RI WKH (QYLURQPHQW DQG +HULWDJH

$GPLQLVWUDWLRQ RI WKH IXHO TXDOLW\ OHJLVODWLRQ � � � �

&RQVHUYDWLRQ RI UXUDO DQG UHJLRQDO KLVWRULF KRWHOV ��� � � �

*RRQGLZLQGL 6HUSHQWLQH :DWHU 3DUN ��� � � �

*UHHQKRXVH *DV $EDWHPHQW 3URJUDPPH � � � �

1DWLRQDO 3ROOXWDQW ,QYHQWRU\ ��� ��� ��� ���

1DWXUDO +HULWDJH 7UXVW H[WHQVLRQ �D� � ����� ����� �����

3ULFLQJ UHYLHZ RI WKH $XVWUDOLDQ $QWDUFWLF 'LYLVLRQ � � � �

3ULFLQJ UHYLHZ RI WKH %XUHDX RI 0HWHURORJ\ � � � �

4XHHQVODQG (DVW &RDVW 7UDZO 5HVWUXFWXUH 3URJUDPPH � � � �

6\GQH\ +DUERXU )HGHUDWLRQ 7UXVW � � � �

:LOGOLIH SURJUDPPHV DQG ELRGLYHUVLW\ FRQVHUYDWLRQ

UHVSRQVLELOLWLHV ��� ��� ��� ���
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(19,5210(17 $1' +(5,7$*( �FRQWLQXHG�

*UHDW %DUULHU 5HHI 0DULQH 3DUN $XWKRULW\

)XQGLQJ WR RIIVHW WKH UHGXFWLRQ LQ UHYHQXH UHODWHG

WR WKH (QYLURQPHQWDO 0DQDJHPHQW &KDUJH ��� ��� ��� ���

0DQDJHPHQW RI DTXDFXOWXUH LPSDFWV ��� ��� ��� ���

7RZQVYLOOH $TXDULXP � 5HHI +HDGTXDUWHUV ��� ��� ��� ���

3RUWIROLR WRWDO ���� ����� ����� �����

)$0,/< $1' &20081,7< 6(59,&(6

$XVWUDOLDQV :RUNLQJ 7RJHWKHU

$ )DLU *R IRU 0DWXUH $JH :RUNHUV � 0RUH

HQFRXUDJHPHQW WR SDUWLFLSDWH ��� ���� ���� ����

$ )DLU *R IRU 0DWXUH $JH :RUNHUV � 0RUH DVVLVWDQFH ��� ��� ���� ����

+HOSLQJ SHRSOH ILQG MREV �0XWXDO REOLJDWLRQ ��� ���� ��� ���

UHTXLUHPHQWV

+HOSLQJ SDUHQWV UHWXUQ WR ZRUN ��� ���� ���� ����

*HWWLQJ SHRSOH WKH ULJKW KHOS � 3HUVRQDO 6XSSRUW

3URJUDPPH ��� ���� ���� ����

*HWWLQJ SHRSOH WKH ULJKW KHOS � %HWWHU DVVHVVPHQWV ��� ���� ���� ����

*HWWLQJ SHRSOH WKH ULJKW KHOS � ,PSURYHG LQIRUPDWLRQ

WHFKQRORJ\ ��� ���� ���� ����

$ EHWWHU GHDO IRU SHRSOH ZLWK GLVDELOLWLHV � %HWWHU

DVVHVVPHQW ��� ���� ���� ����

$ EHWWHU GHDO IRU SHRSOH ZLWK GLVDELOLWLHV � %HWWHU DFFHVV

WR HPSOR\PHQW DVVLVWDQFH ��� ���� ���� ����

$ EHWWHU GHDO IRU SHRSOH ZLWK GLVDELOLWLHV � 4XDOLW\

DVVXUDQFH RI HPSOR\PHQW DVVLVWDQFH ��� ��� ��� ���

3URPRWLQJ VHOI�UHOLDQFH IRU LQGLJHQRXV SHRSOH �

&RPPXQLW\ 3DUWLFLSDWLRQ $JUHHPHQWV DQG FDSDFLW\

EXLOGLQJ � ��� ��� ���

3URPRWLQJ VHOI�UHOLDQFH IRU LQGLJHQRXV SHRSOH � 5HPRWH

DUHD VHUYLFLQJ ��� ��� ��� ���

+HOS WR SDUWLFLSDWH � :RUNLQJ &UHGLW ��� ����� ����� �����

+HOS WR SDUWLFLSDWH � /LWHUDF\ DQG 1XPHUDF\ 7UDLQLQJ

6XSSOHPHQW ��� ��� ��� ���

0RUH FKLOG FDUH SODFHV ��� ��� ��� ���

&RPPXQLW\ DQG %XVLQHVV (QJDJHPHQW ��� ��� ��� ���

3ODQQLQJ IRU WKH )XWXUH ��� ��� ��� ���

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � H[HPSW

VXSHUDQQXDWLRQ IURP 6RFLDO 6HFXULW\ 0HDQV 7HVW IRU

SHRSOH DJHG EHWZHHQ �� DQG $JH 3HQVLRQ DJH ���� ���� ���� ����

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � ([WHQG

HOLJLELOLW\ IRU WKH &RPPRQZHDOWK 6HQLRUV +HDOWK

&DUG ��� � � �

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � 2QH�RII

SD\PHQW WR WKH DJHG ���� � � �

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV �

WHOHSKRQH DOORZDQFH WR &RPPRQZHDOWK 6HQLRUV +HDOWK

&DUG KROGHUV ���� ���� ���� ����
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)$0,/< $1' &20081,7< 6(59,&(6 �FRQWLQXHG�

&RPSOLDQFH SDFNDJH � GHWHFWLRQ ����� ����� ����� �����

&RPSOLDQFH SDFNDJH � SUHYHQWLRQ ��� ���� ���� ����

&RPSOLDQFH SDFNDJH � UHVHDUFK DQG GHYHORSPHQW ���� ����� ���� �

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV SULFLQJ

UHYLHZ RI VHUYLFHV GHOLYHUHG WKURXJK 1RQ�*RYHUQPHQW

2UJDQLVDWLRQV � � � �

([FHSWLRQDO &LUFXPVWDQFHV � :HVWHUQ $XVWUDOLD ��� ��� ��� �

([SDQGLQJ WKH VXSSO\ RI KHDOWK\ ,QGLJHQRXV KRXVLQJ ��� ���� ���� ����

)DPLO\ KRPHOHVVQHVV DQG HDUO\ LQWHUYHQWLRQ SLORWV ��� ��� ��� �

)DPLO\ 7D[ %HQHILW VKDUHG FDUH DQG &KLOG 6XSSRUW

$JHQF\ OLDELOLW\ ��� ��� � �

)XUWKHU VLPSOLILFDWLRQ RI LQWHUQDWLRQDO SD\PHQWV ���� ���� ���� ����

,QFUHDVH LQ WKH SHUPDQHQW PLJUDQW LQWDNH ���� ���� ���� ����

,QWURGXFH GLVFUHWLRQ IRU SDUHQWV ZKR KDYH VKDUHG FDUH

WR ZDLYH HOLJLELOLW\ IRU )DPLO\ 7D[ %HQHILW ��� ��� ��� ���

1DWLRQDO UHVHDUFK DQG HGXFDWLRQ VWUDWHJ\ WR SUHYHQW

SUREOHP JDPEOLQJ ��� ��� ��� ���

1HZ DQG UHYLVHG LQWHUQDWLRQDO VRFLDO VHFXULW\

DJUHHPHQWV ��� ��� ��� ���

1HZ VRFLDO VHFXULW\ DUUDQJHPHQWV EHWZHHQ $XVWUDOLD

DQG 1HZ =HDODQG ����� ����� ������ ������

3URYLGH +HDOWK &DUH &DUGV WR IRVWHU FKLOGUHQ ��� � � �

5HVWRUH :DU :LGRZV SHQVLRQV UHOLQTXLVKHG XSRQ

UHPDUULDJH SULRU WR ���� ���� ����� ����� �����

6XSSOHPHQWDWLRQ IRU HPSOR\PHQW DVVLVWDQFH DQG RWKHU

VHUYLFHV ��� � � �

7KH 0HQWRU 0DUNHWSODFH � ��� ��� ���

7UDQVLWLRQ WR ,QGHSHQGHQW /LYLQJ $OORZDQFH � ��� ��� ���

3RUWIROLR WRWDO ����� ����� ����� �����

),1$1&( $1' $'0,1,675$7,21

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ

(DUO\ SD\RXW RI $Y6XSHU VXSHUDQQXDWLRQ OLDELOLWLHV ���� ���� � �

(VWDEOLVKLQJ D SULYDWH ILQDQFLQJ XQLW ��� ��� ��� ���

,QGH[DWLRQ RI &RPPRQZHDOWK VXSHUDQQXDWLRQ EHQHILWV ���� ���� ���� ����

,QIRUPDWLRQ 7HFKQRORJ\ XSJUDGH LQ HOHFWRUDWH RIILFHV ��� ��� ��� ���

0DSSLQJ RI WKH $XVWUDOLDQ $QWDUFWLF 7HUULWRU\

H[WHQGHG FRQWLQHQWDO VKHOI ���� ��� ��� ���

2IILFH RI $VVHW 6DOHV DQG &RPPHUFLDO 6XSSRUW

&RQWLQXDWLRQ RI 2IILFH RI $VVHW 6DOHV DQG

&RPPHULFDO 6XSSRUW UHVRXUFLQJ IRU WKH DVVHW

VDOHV SURJUDPPH ��� � � �

'HIHUUDO RI WKH IXUWKHU VDOH RI WKH &RPPRQZHDOWK
V

VKDUHKROGLQJ RI 7HOVWUD &RUSRUDWLRQ � VDOH FRVWV ������ ������ ����� �

6DOH RI .LQJVIRUG 6PLWK $LUSRUW � VDOH FRVWV ���� � � �

6FRSLQJ VWXG\ IRU WKH IXWXUH RZQHUVKLS RI 6\GQH\

$LUSRUWV &RUSRUDWLRQ /LPLWHG � � � �

3RUWIROLR WRWDO ������ ������ ����� ����
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)25(,*1 $))$,56 $1' 75$'(

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO 'HYHORSPHQW

&RPPLWPHQW WR 3ROLR (UDGLFDWLRQ ��� ��� ��� ���

$XVWUDOLDQ 6HFUHW ,QWHOOLJHQFH 6HUYLFH

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ ��� ��� ��� ���

$XVWUDOLDQ 7UDGH &RPPLVVLRQ

2SHQLQJ RI $XVWUDOLDQ &RQVXODWH�*HQHUDO LQ &KLFDJR ��� ��� ��� ���

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH

2SHQLQJ RI $XVWUDOLDQ &RQVXODWH�*HQHUDO LQ &KLFDJR ��� ��� ��� ���

3RUWIROLR WRWDO ��� ��� ��� ���

+($/7+ $1' $*(' &$5(

$XVWUDOLDQ 5DGLDWLRQ 3URWHFWLRQ DQG 1XFOHDU 6DIHW\ $JHQF\

6WUDWHJ\ RQ HOHFWURPDJQHWLF SXEOLF KHDOWK LVVXHV � � � �

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � H[HPSW

VXSHUDQQXDWLRQ IURP 6RFLDO 6HFXULW\ 0HDQV 7HVW IRU

SHRSOH DJHG EHWZHHQ �� DQG $JH 3HQVLRQ DJH ��� ���� ���� ����

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � ([WHQG

HOLJLELOLW\ IRU WKH &RPPRQZHDOWK 6HQLRUV +HDOWK

&DUH &DUG ���� ���� ���� ����

$GGLWLRQDO 3UDFWLFH 1XUVHV IRU UXUDO $XVWUDOLD DQG

RWKHU DUHDV RI QHHG ���� ���� ���� ����

$IWHU KRXUV�HPHUJHQF\ SULPDU\ PHGLFDO FDUH ��� ���� ���� ����

$OFRKRO (GXFDWLRQ DQG 5HKDELOLWDWLRQ )RXQGDWLRQ ���� ���� ���� ����

%HWWHU WDUJHWLQJ RI PHGLFDO ZRUNIRUFH UHIRUP � ���� ���� ����

&DUHUV LQIRUPDWLRQ DQG VXSSRUW � � � �

&HUYLFDO VFUHHQLQJ LQFHQWLYHV IRU JHQHUDO

SUDFWLWLRQHUV ��� ���� ���� ����

&ODULI\LQJ WKH IXQGLQJ DUUDQJHPHQWV IRU WKH

SURYLVLRQ RI PHWKDGRQH WR SULYDWH SDWLHQWV ����� ����� ����� �����

'HPHQWLD (GXFDWLRQ DQG 6XSSRUW 3URJUDPPH � � � �

(OHFWURQLF FRPPHUFH IRU 0HGLFDUH FODLPLQJ � � � �

(QVXULQJ 4XDOLW\ &DUH IRU 2OGHU $XVWUDOLDQV �

&KHFNV RI DJHG FDUH KRPHV ��� ��� � �

(QVXULQJ 4XDOLW\ &DUH IRU 2OGHU $XVWUDOLDQV �

&RPPXQLW\ 9LVLWRUV 6FKHPH DQG WKH 5HVLGHQWLDO $JHG

&DUH $GYRFDF\ 6HUYLFHV 3URJUDPPH ��� ��� ��� ���

(QVXULQJ 4XDOLW\ &DUH IRU 2OGHU $XVWUDOLDQV �

&RPSODLQWV 5HVROXWLRQ 6FKHPH ��� ��� ��� ���

(QVXULQJ 4XDOLW\ &DUH IRU 2OGHU $XVWUDOLDQV �

,QIRUPDWLRQ PDQDJHPHQW IRU TXDOLW\ FDUH ��� ��� ��� ���

(QVXULQJ 4XDOLW\ &DUH IRU 2OGHU $XVWUDOLDQV �

4XDOLW\ &DUH &RPPXQLFDWLRQ 6WUDWHJ\ ��� ��� � �

([FHSWLRQDO &LUFXPVWDQFHV � :HVWHUQ $XVWUDOLD ��� ��� � �

)ULQJH %HQHILWV 7D[ VXSSOHPHQWDWLRQ IRU $ERULJLQDO

DQG 7RUUHV 6WUDLW ,VODQGHU RUJDQLVDWLRQV ��� ��� ��� ���
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+($/7+ $1' $*(' &$5( �FRQWLQXHG�

)XQGLQJ IRU WKH 2IILFH RI WKH *HQH 7HFKQRORJ\

5HJXODWRU ��� ��� � �

*UHDWHU VFUXWLQ\ RI DJHG FDUH KRPHV
 IXQGLQJ FODLPV ����� ����� ����� �����

+HDOWK DQG 2WKHU 6HUYLFHV �&RPSHQVDWLRQ� $FW ����

UHYLHZ LPSOHPHQWDWLRQ ���� ���� ���� ����

+HDOWK&RQQHFW� $ +HDOWK ,QIRUPDWLRQ 1HWZRUN IRU

$XVWUDOLD � 'HYHORSPHQW 3KDVH ��� ��� � �

+RVSLWDO ,QQRYDWLRQ ��� ��� � �

+RVSLWDO VDIHW\ LQLWLDWLYHV ��� ��� ��� ���

,PSURYHG SULPDU\ KHDOWK FDUH IRU $ERULJLQDO DQG

7RUUHV 6WUDLW ,VODQGHU FRPPXQLWLHV � � ���� ����

,PSURYLQJ WKH XVH RI FKROHVWHURO ORZHULQJ PHGLFLQHV

RQ WKH 3KDUPDFHXWLFDO %HQHILWV 6FKHPH ����� ����� ����� �����

,QFUHDVH LQ WKH SHUPDQHQW PLJUDQW LQWDNH ��� ���� ���� ����

,QFUHDVHV LQ SDWLHQW IXQGLQJ IRU JHQHUDO

SUDFWLWLRQHU VHUYLFHV ���� ���� ���� ����

,QFUHDVLQJ FDUH DQG GLYHUVLW\ IRU ROGHU $XVWUDOLDQV

� FXOWXUDOO\ DSSURSULDWH �HWKQLF� FDUH ��� ��� ��� ���

,QFUHDVLQJ FDUH DQG GLYHUVLW\ IRU ROGHU $XVWUDOLDQV

� 'D\ 7KHUDS\ &HQWUHV ��� ��� ��� ���

,QFUHDVLQJ FDUH DQG GLYHUVLW\ IRU ROGHU $XVWUDOLDQV

� ([WHQGHG DJHG FDUH DW KRPH ��� ��� � �

,QFUHDVLQJ FDUH DQG GLYHUVLW\ IRU ROGHU $XVWUDOLDQV

� 6DIH DW +RPH 3LORW ��� ��� ��� ���

,QFUHDVLQJ FDUH DQG GLYHUVLW\ IRU ROGHU $XVWUDOLDQV

� 7KH &RQWLQHQFH $LGV $VVLVWDQFH 6FKHPH ��� ��� ��� ���

,QWHJUDWHG 1DWLRQDO 'LDEHWHV 3URJUDPPH ��� ���� ���� ����

,QYHVWPHQW WR XSJUDGH WKH +HDOWK ,QVXUDQFH

&RPPLVVLRQ WHFKQLFDO LQIUDVWUXFWXUH WR LPSURYH

VHUYLFH � ��� ����� �����

0HQWDO +HDOWK � 0RUH 2SWLRQV� %HWWHU 6HUYLFHV ��� ���� ���� ����

1DWLRQDO ,PPXQLVDWLRQ 6WUDWHJ\ � � � �

1DWLRQDO 5XUDO DQG 5HPRWH +HDOWK 6XSSRUW 3URJUDPPH � � � �

1HZ 0HGLFDUH LWHPV IRU 'RPLFLODU\ 0HGLFDWLRQ

0DQDJHPHQW 5HYLHZ ��� ��� ��� ���

3ULFLQJ UHYLHZ RI WKH 'HSDUWPHQW RI +HDOWK DQG $JHG

&DUH � ���� ���� ����

3URDFWLYH *3 PDQDJHPHQW RI DVWKPD � WKH �� 9LVLW

3ODQ ��� ���� ���� ����

3URYLGH IXOO DFFHVV WR WKH 5HSDWULDWLRQ

3KDUPDFHXWLFDO %HQHILWV 6FKHPH IRU %ULWLVK�

&RPPRQZHDOWK DQG $OOLHG 9HWHUDQV DJHG �� \HDUV DQG

RYHU ZLWK :RUOG :DU ,, TXDOLI\LQJ VHUYLFH ����� ����� ����� �����

3URYLGH +HDOWK &DUH &DUGV WR )RVWHU FKLOGUHQ ��� ��� ��� ���

4XDOLW\ 8VH RI 0HGLFLQHV 3DFNDJH � &RQVXPHU

HGXFDWLRQ ��� ��� ��� ���
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+($/7+ $1' $*(' &$5( �FRQWLQXHG�

4XDOLW\ 8VH RI 0HGLFLQHV 3DFNDJH � (QKDQFHPHQW RI

WKH 1DWLRQDO 3UHVFULELQJ 6HUYLFH ���� ���� ���� ����

4XDOLW\ 8VH RI 0HGLFLQHV 3DFNDJH � 1DWLRQDO

0HGLFLQHV 'LVSRVDO 3URJUDPPH ��� ��� ��� ���

5HGXFWLRQ LQ ZKROHVDOHUV
 UHPXQHUDWLRQ XQGHU WKH

3KDUPDFHXWLFDO %HQHILWV 6FKHPH QIS QIS QIS QIS

5HSODFHPHQW RI VSHHFK SURFHVVRUV IRU FKLOGUHQ ZLWK

FRFKOHDU LPSODQWV � � � �

5HVWRUH :DU :LGRZV SHQVLRQV UHOLQTXLVKHG XSRQJ

UHPDUULDJH SULRU WR ���� ���� ����� ����� �����

5HVWUXFWXULQJ UXUDO DQG XUEDQ IULQJH DJHG FDUH KRPHV ��� � � �

5XUDO 1XUVLQJ 6FKRODUVKLSV ��� ��� ��� ���

6DIHW\ RI $XVWUDOLD
V EORRG VXSSO\ ��� � � �

6WUDWHJ\ RQ HOHFWURPDJQHWLF SXEOLF KHDOWK LVVXHV � � � �

7KH 1DWLRQDO &KLOGKRRG 3QHXPRFRFFRO 9DFFLQDWLRQ

3URJUDPPH ��� ��� ��� ���

:HVWPHDG &KLOGUHQV +RVSLWDO � � � �

3RUWIROLR WRWDO ����� ����� ����� �����

,00,*5$7,21 $1' 08/7,&8/785$/ $))$,56

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

%DFNLQJ $XVWUDOLD
V $ELOLW\ � DWWUDFWLQJ

LQIRUPDWLRQ DQG FRPPXQLFDWLRQ WHFKQRORJ\ ZRUNHUV ��� ��� ��� ���

&LWL]HQVKLS � PHGLD FDPSDLJQ ��� � � �

([WHQVLRQ RI /LYLQJ LQ +DUPRQ\ 3URJUDPPH ��� � � �

)XQGLQJ IRU WKH 1HZ $JHQGD IRU 0XOWLFXOWXUDO

$XVWUDOLD ��� ��� � �

,QFUHDVH LQ WKH SHUPDQHQW PLJUDQW LQWDNH ��� ��� ��� ���

1HZ VRFLDO VHFXULW\ DUUDQJHPHQWV EHWZHHQ $XVWUDOLD

DQG 1HZ =HDODQG ��� ��� ��� ���

2QVKRUH SURFHVVLQJ RI VWXGHQWV LQ SRLQWV WHVWHG

FDWHJRULHV ��� ��� ��� ���

3ULFLQJ 5HYLHZ RI WKH 'HSDUWPHQW RI ,PPLJUDWLRQ DQG

0XOWLFXOWXUDO $IIDLUV ���� ����� ����� �����

5HIRUP RI ,QGHSHQGHQW ([HFXWLYH YLVD DUUDQJHPHQWV ��� ��� ��� ���

6WUDWHJ\ WR VWUHQJWKHQ $XVWUDOLD
V LPPLJUDWLRQ

VHUYLFHV WR SULRULW\ DUHDV � H[WHQVLRQ RI

(OHFWURQLF 7UDYHO $XWKRULW\ DUUDQJHPHQWV � ���� ���� ����

6WUDWHJ\ WR VWUHQJWKHQ $XVWUDOLD
V LPPLJUDWLRQ

VHUYLFHV WR SULRULW\ DUHDV � LQFUHDVHG

$XVWUDOLD�EDVHG UHSUHVHQWDWLRQ LQ %UDVLOLD ��� ��� ��� ���

8QDXWKRULVHG ERDW DUULYDOV � UHYLHZ RI SURFHVVLQJ

DQG GHWHQWLRQ DUUDQJHPHQWV ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����
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,1'8675<� 6&,(1&( $1' 5(6285&(6

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\ 2UJDQLVDWLRQ

3ULFLQJ UHYLHZ RI WKH $XVWUDOLDQ 1XFOHDU

6FLHQFH 7HFKQRORJ\ 2UJDQLVDWLRQ ��� ��� ��� ���

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ

%DFNLQJ $XVWUDOLD
V 6SRUWLQJ $ELOLW\ � D PRUH

DFWLYH $XVWUDOLD ���� ���� ���� ����

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

$VVLVWDQFH IRU WKH 0HOERXUQH ���� &RPPRQZHDOWK

*DPHV � � ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ��� SHU FHQW SUHPLXP

UDWH � 5	' WD[ FRQFHVVLRQ ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � %LRWHFKQRORJ\

,QQRYDWLRQ )XQG ��� ��� ���� �

%DFNLQJ $XVWUDOLD
V $ELOLW\ � EXVLQHVV DGYLFH RQ

UHJXODWRU\ HQYLURQPHQW � � � �

%DFNLQJ $XVWUDOLD
V $ELOLW\ � H[SDQVLRQ RI WKH

&20(7 3URJUDP ���� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � H[SDQVLRQ RI WKH

&RRSHUDWLYH 5HVHDUFK &HQWUHV 3URJUDPPH � � ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � LPSURYHPHQWV WR WKH

PDQDJHPHQW DZDUHQHVV RI LQWHOOHFWXDO SURSHUW\ � � � �

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ,QQRYDWLRQ $FFHVV

3URJUDPPH � ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � PDMRU QDWLRQDO

UHVHDUFK IDFLOLWLHV ��� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � PRQLWRULQJ 9HQWXUH

&DSLWDO ,QYHVWPHQWV � � � �

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 1DWLRQDO ,QQRYDWLRQ

$ZDUHQHVV 6WUDWHJ\ ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 3UH�VHHG )XQG ��� ���� ���� ����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � 5	' 6WDUW � ���� ����� �����

%DFNLQJ $XVWUDOLD
V $ELOLW\ � UHEDWH IRU VPDOO

FRPSDQLHV � ��� ��� ���

%DFNLQJ $XVWUDOLD
V $ELOLW\ � :RUOG &ODVV &HQWUHV

RI ([FHOOHQFH ��� ��� ��� ���

%DFNLQJ $XVWUDOLD
V 6SRUWLQJ $ELOLW\ � D PRUH

DFWLYH $XVWUDOLD ��� ��� ��� ���

&RPPRQZHDOWK FRQWULEXWLRQ WR WKH %UDGPDQ 0HPRULDO

)XQG � � � �

&RPPRQZHDOWK VXSSRUW RI WKH 3ULPH 0LQLVWHU
V ;, YV

WKH $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU &RPPLVVLRQ

&KDLUPDQ
V ;, FULFNHW PDWFK � � � �

&RPPRQZHDOWK VXSSRUW IRU WKH ���� *RRGZLOO *DPHV

&RQWLQXHG UHVRXUFLQJ IRU WKH $XVWUDOLDQ %XLOGLQJ

&RGHV %RDUG � � � �

&RQWLQXHG 6XSSRUW IRU 1DWLRQDO 5HFUHDWLRQ 6DIHW\

2UJDQLVDWLRQV ��� ��� ��� ���
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&RUSRUDWLVDWLRQ RI WKH 6QRZ\ 0RXQWDLQV

+\GUR�(OHFWULF $XWKRULW\ DQG HQYLURQPHQWDO IORZV

LQWR WKH 6QRZ\ DQG 0XUUD\ 5LYHUV � ��� ��� ���

)DFLOLWDWLRQ RI VPDOO DQG PHGLXP HQWHUSULVHV �

6XSSOLHU DFFHVV WR PDMRU SURMHFWV � � � �

6XSSRUW IRU WUDLQLQJ RI DXWRPRWLYH LQGXVWU\

HPSOR\HHV DQG WKH GHYHORSPHQW RI LQGXVWU\ UHOHYDQW

WHFKQRORJ\ ��� ��� � �

*RYHUQPHQW UHVSRQVH WR 3URGXFWLYLW\

&RPPLVVLRQ
V UHSRUW RQ JHQHUDO WDULIIV � ��� ��� ���

7KH ,QGLJHQRXV &RPPXQLWLHV � 0LQLQJ ,QGXVWU\

5HJLRQDO 3DUWQHUVKLS 3URJUDPPH � � � �

1DWLRQDO 6WDQGDUGV &RPPLVVLRQ

3ULFLQJ UHYLHZ RI WKH 1DWLRQDO 6WDQGDUGV &RPPLVVLRQ ��� ��� ��� ���

3RUWIROLR WRWDO ���� ����� ����� �����

3$5/,$0(17$5< '(3$570(176

'HSDUWPHQW RI WKH +RXVH RI 5HSUHVHQWDWLYHV

$GGLWLRQDO IXQGLQJ IRU WKH &LWL]HQVKLS 9LVLWV

3URJUDPPH ��� �� �� �

$GGLWLRQDO WZR 0HPEHUV LQ 3DUOLDPHQW ��� ��� ��� ���

'HSDUWPHQW RI WKH 6HQDWH

$GGLWLRQDO IXQGLQJ IRU WKH &LWL]HQVKLS 9LVLWV

3URJUDPPH ��� �� �� �

3RUWIROLR WRWDO ��� ��� ��� ���

35,0( 0,1,67(5 $1' &$%,1(7

'HSDUWPHQW RI WKH 3ULPH 0LQLVWHU DQG &DELQHW

,QIRUPHG FKRLFHV IRU $XVWUDOLDQ ZRPHQ ��� ��� ��� ���

1DWLRQDO LQLWLDWLYH WR FRPEDW VH[XDO DVVDXOW ��� ��� ��� ���

:RPHQ
V 'HYHORSPHQW 3URJUDPPH ��� ��� ��� ���

:RPHQ
V 1DWLRQDO /HDGHUVKLS ,QLWLDWLYH ��� ��� ��� ���

2IILFH RI 1DWLRQDO $VVHVVPHQWV

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ � � � �

2IILFH RI WKH &RPPRQZHDOWK 2PEXGVPDQ

(QKDQFHG FRPSODLQW PDQDJHPHQW IRU WKH

1HZ 7D[ 6\VWHP � � � �

3RUWIROLR WRWDO ��� ��� ��� ���

5(&21&,/,$7,21 $1' $%25,*,1$/ $1'

7255(6 675$,7 ,6/$1'(5 $))$,56

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU &RPPLVVLRQ

$GGLWLRQDO UHVRXUFLQJ IRU 1DWLYH 7LWOH ��� ��� ��� ���

)ULQJH %HQHILWV 7D[ VXSSOHPHQWDWLRQ IRU $ERULJLQDO

DQG 7RUUHV 6WUDLW ,VODQGHU RUJDQLVDWLRQV ��� ��� ��� ���

,PSURYHPHQW RI PDMRU LQIUDVWUXFWXUH LQ WKH 7RUUHV

6WUDLW ���� ���� ���� �

3ULFLQJ 5HYLHZ RI WKH $ERULJLQDO DQG 7RUUHV 6WUDLW

,VODQGHU $IIDLUV &RPPLVVLRQ ���� ���� ���� �
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$XVWUDOLDQV :RUNLQJ 7RJHWKHU

3URPRWLQJ VHOI UHOLDQFH IRU ,QGLJHQRXV SHRSOH �

&RPPXQLW\ 3DUWLFLSDWLRQ $JUHHPHQWV DQG FDSDFLW\

EXLOGLQJ ��� ��� ���� ����

'HSDUWPHQW RI 5HFRQFLOLDWLRQ DQG $ERULJLQDO DQG 7RUUHV

6WUDLW ,VODQGHU $IIDLUV

([WHQVLRQ RI VXSSRUW IRU &RPPXQLW\ +RXVLQJ

,QIUDVWUXFWXUH 3URJUDPPH DQG 1DWLYH 7LWOH FODLPDQWV � � � �

6HSDUDWHG ,QGLJHQRXV IDPLOLHV � *RYHUQPHQW UHVSRQVH

WR 
%ULQJLQJ 7KHP +RPH
 � � � �

7RUUHV 6WUDLW 5HJLRQDO $XWKRULW\

,PSURYHPHQW RI PDMRU LQIUDVWUXFWXUH LQ WKH 7RUUHV

6WUDLW ��� ��� ��� �

3RUWIROLR WRWDO ��� ���� ���� ����

75$163257 $1' 5(*,21$/ 6(59,&(6

$XVWUDOLDQ 0DULWLPH 6DIHW\ $XWKRULW\

,PSURYHPHQWV LQ VHDUFK DQG UHVFXH DUUDQJHPHQWV ��� ��� ��� ���

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\

$YLDWLRQ LQGXVWU\ FRPSOLDQFH ��� ��� ��� ���

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

$LUVHUYLFHV $XVWUDOLD � H[WHQVLRQ RI ORFDWLRQ

VSHFLILF SULFLQJ VXEVLG\ ��� ��� � �

$OLFH 6SULQJV � 'DUZLQ 5DLOZD\ � ��� ��� �

$XVWUDOLD¶V UHVSRQVH WR )RRW DQG 0RXWK 'LVHDVH DQG

RWKHU TXDUDQWLQH ULVNV ���� � � �

&RPPRQZHDOWK )ORRG $VVLVWDQFH 3DFNDJH IRU FHQWUDO

DQG QRUWKHUQ 1HZ 6RXWK :DOHV DQG

VRXWKHUQ 4XHHQVODQG � � � �

&RQVWUXFWLRQ RI D QHZ 6FRUVHE\ )UHHZD\ ��� ���� ���� ���

(DVW &RDVW 9HU\ +LJK 6SHHG 7UDLQ 6FRSLQJ 6WXG\ ���� ��� � �

)HGHUDO )ORRG 0LWLJDWLRQ 3URJUDPPH ��� ���� ���� ����

)ORRG 5HFRYHU\ )XQG � � � �

1HZFDVWOH 6WUXFWXUDO $GMXVWPHQW )XQG � � � �

5RDGV LQ RXWHU PHWURSROLWDQ DUHDV ���� ����� ����� �����

5RDGV WR 5HFRYHU\ 3URJUDPPH ����� ����� ����� �����

5RDGV WR 5HFRYHU\ 3URJUDPPH IXQGLQJ IRU WKH ,QGLDQ

2FHDQ 7HUULWRULHV DQG XQLQFRUSRUDWHG DUHDV ��� ��� ��� ���

6DYLQJV IURP WKH 8SJUDGH RI 0DLQOLQH ,QWHUVWDWH

5DLOZD\ 7UDFN 3URJUDPPH ������ � � �

7HOHFRPPXQLFDWLRQV 6HUYLFH ,QTXLU\ UHVSRQVH �

H[WHQG PRELOH SKRQH FRYHUDJH WR FRPPXQLWLHV RI OHVV

WKDQ ��� SHRSOH � � � �

8SJUDGH RI &DQEHUUD $LUSRUW � � � �

3RUWIROLR WRWDO ����� ����� ����� �����



����
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������� ������� ������� �������

�P �P �P �P

75($685<

$XVWUDOLDQ &RPSHWLWLRQ DQG &RQVXPHU &RPPLVVLRQ

3ULFLQJ 5HYLHZ RI WKH $XVWUDOLDQ &RPSHWLWLRQ DQG

&RQVXPHU &RPPLVVLRQ ���� ���� ���� ����

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQWV &RPPLVVLRQ

$6,& VXSSOHPHQWDU\ IXQGLQJ IRU +,+ LQYHVWLJDWLRQV ��� ��� � �

)LQDQFLDO 6HUYLFHV 5HIRUP ,PSOHPHQWDWLRQ ��� � � �

0DQDJHG ,QYHVWPHQW ��� � � �

6XSHUDQQXDWLRQ &RPSODLQWV 7ULEXQDO ��� ��� ��� ���

$XVWUDOLDQ 7D[DWLRQ 2IILFH

%DFNLQJ $XVWUDOLD
V $ELOLW\ � ��� SHU FHQW SUHPLXP UDWH �

5	' WD[ FRQFHVVLRQ � � � �

(GXFDWLRQ FDPSDLJQ DQG RWKHU LQIRUPDWLRQ

LQLWLDWLYHV IRU FKRLFH RI VXSHUDQQXDWLRQ IXQG DQG

UHODWHG PHDVXUHV

6LPSOLILFDWLRQ RI %XVLQHVV $FWLYLW\ 6WDWHPHQWV ���� � � �

'HSDUWPHQW RI WKH 7UHDVXU\

$GGLWLRQDO IXQGLQJ IRU WKH )LUVW +RPH 2ZQHUV 6FKHPH ���� � � �

&RQVXPHU ,QIRUPDWLRQ 3URJUDPPH � � � �

5HQHZHG )XQGLQJ RI $[LVV $XVWUDOLD ��� ��� ��� �

)XQGLQJ IRU VHFUHWDULDW VXSSRUW WR WKH IXHO WD[

LQTXLU\ ��� � � �

*67 � $OORZLQJ HQWLWLHV ZLWK VXEVWLWXWHG DFFRXQWLQJ

SHULRGV WR ORGJH *67 UHWXUQV TXDUWHUO\ ���� ��� ��� ���

*67 � $OORZLQJ IXOO LQSXW WD[ FUHGLWV IRU PRWRU YHKLFOHV ����� ���� � �

*67 � )OH[LEOH DGPLQLVWUDWLRQ RI *67 HUURUV � � � �

*67 � *'3�DGMXVWHG PHWKRG IRU FDOFXODWLQJ *67

UHPLWWDQFHV ����� ��� ���� ����

+,+ 3ROLF\KROGHU +DUGVKLS $VVLVWDQFH QIS QIS QIS QIS

,QIRUPDWLRQ DQG LPSOHPHQWDWLRQ RI � -XO\ ����

WD[ FKDQJHV ��� � � �

1DWLRQDO &RPSHWLWLRQ &RXQFLO

&RQWLQXHG IXQGLQJ IRU OHJDO PDWWHUV UHODWLRQ WR

3DUW ,,,$ RI WKH 7UDGH 3UDFWLFHV $FW ���� ��� ��� ��� ���

1DWLRQDO &RPSHWLWLRQ 3ROLF\ FRPPXQLFDWLRQ DQG

HGXFDWLRQ ��� ��� ��� ���

3RUWIROLR WRWDO ����� ����� ���� ����



����
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������� ������� ������� �������

�P �P �P �P

9(7(5$16
 $))$,56

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV

$FNQRZOHGJLQJ 2OGHU $XVWUDOLDQV � 2QH�RII

SD\PHQW WR WKH DJHG � � � �

$XVWUDOLDQ 0HPRULDOV LQ /RQGRQ DQG &UHWH ��� ��� ��� ���

&HUYLFDO VFUHHQLQJ LQFHQWLYHV IRU JHQHUDO

SUDFWLWLRQHUV ��� ��� ��� ���

*UHDWHU VFUXWLQ\ RI DJHG FDUH KRPHV
 IXQGLQJ FODLPV ���� ���� ���� ����

,PSURYLQJ WKH XVH RI FKROHVWHURO ORZHULQJ PHGLFLQHV

RQ WKH 3KDUPDFHXWLFDO %HQHILWV 6FKHPH ���� ���� ���� ����

0DLQWDLQ 5XUDO DQG 5HPRWH 6HUYLFH 'HOLYHU\

DUUDQJHPHQWV ��� ��� ��� ���

0DNH D RQH�RII SD\PHQW RI ������� WR WKRVH IRUPHU

3R:V� FLYLOLDQ GHWDLQHHV RI WKH -DSDQHVH

RU WKHLU VXUYLYLQJ ZLGRZV�HUV � � � �

0HQWDO +HDOWK � 0RUH 2SWLRQV� %HWWHU 6HUYLFHV ��� ��� ��� ���

2XWSXW 3ULFLQJ 5HYLHZ � UHGXFWLRQ LQ WUHDWPHQW

SRSXODWLRQ ���� ���� ���� ����

2XWSXW 3ULFLQJ 5HYLHZ � UHYLHZ RI HIILFLWHQW

GHOLYHU\ RI RXWSXWV ��� ���� ���� ����

3URDFWLYH *3 PDQDJHPHQW RI DVWKPD � WKH �� 9LVLW 3ODQ ��� ��� ��� ���

3URYLGH IXOO DFFHVV WR WKH 5HSDWULDWLRQ

3KDUPDFHXWLFDO %HQHILWV 6FKHPH IRU %ULWLVK�

&RPPRQZHDOWK DQG $OOLHG 9HWHUDQV DJHG �� \HDUV DQG

RYHU ZLWK :RUOG :DU ,, TXDOLI\LQJ VHUYLFH ���� ���� ���� ����

4XDOLW\ 8VH RI 0HGLFLQHV 3DFNDJH � (QKDQFHPHQW RI

WKH 1DWLRQDO 3UHVFULELQJ 6HUYLFH ���� ���� ���� ����

5HGXFH RYHUSD\PHQWV DQG LPSURYH GHEW UHFRYHU\ ���� ���� ���� ����

5HVLGHQWLDO &DUH 'HYHORSPHQW 6FKHPH ��� � � �

5HVWRUH ZDU ZLGRZV SHQVLRQV UHOLQTXLVKHG XSRQ

UHPDUULDJH SULRU WR ���� ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

7RWDO H[SHQVH PHDVXUHV ������ ������ ������ ������



����
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������� ������� ������� �������

�P �P �P �P

$*5,&8/785(� ),6+(5,(6 $1' )25(675<

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

&UHDWLRQ RI D VLQJOH SRUN LQGXVWU\ FRPSDQ\ � � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � &HQWUDO +LJKODQGV ��� � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � 6RXWKHUQ 0LGODQGV � � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH LQ 0RQDUR %

DQG &� DQG (DVW *LSSVODQG � � � �

)RUHVW DQG :RRG 3URGXFWV ,QGXVWU\ $FWLRQ $JHQGD � � � �

,QODQG 0DUNHWLQJ &RUSRUDWLRQ � � � �

1DWLRQDO $FWLRQ 3ODQ IRU GU\ODQG VDOLQLW\ DQG

ZDWHU TXDOLW\�D� ���� ����� ����� �����

6XJDU ,QGXVWU\ $VVLVWDQFH 3DFNDJH ���� � � �

:HVW ���� 3OXV � � � �

:RRO ,QGXVWU\ � &KDQJHV LQ :RRO /HY\ $UUDQJHPHQWV ����� ����� ����� �

:RRO ,QGXVWU\ � (VWDEOLVKPHQW RI $XVWUDOLDQ :RRO

3RUWIROLR WRWDO ���� ����� ����� �����

$77251(<�*(1(5$/
6

$WWRUQH\ *HQHUDO
V 'HSDUWPHQW

3URWHFWLYH VHFXULW\ IRU 'LSORPDWLF DQG &RQVXODU

PLVVLRQV � � � �

$XVWUDOLDQ &XVWRPV 6HUYLFH

6WRUDJH RI LPSRUWHG KDQGJXQV SULRU WR VDOH ��� ��� ��� ���

'HSDUWPHQW RI WKH +RXVH RI 5HSUHVHQWDWLYHV

&LWL]HQVKLS 9LVLWV 3URJUDPPH � � � �

'HSDUWPHQW RI WKH 6HQDWH

&LWL]HQVKLS 9LVLWV 3URJUDPPH � � � �

+LJK &RXUW RI $XVWUDOLD

$GGLWLRQDO IXQGLQJ IRU WKH +LJK &RXUW ��� ��� ��� ���

1DWLRQDO 1DWLYH 7LWOH 7ULEXQDO

,QFUHDVHG 1DWLRQDO 1DWLYH 7LWOH 7ULEXQDO ZRUNORDG

LQ WKH 1RUWKHUQ 7HUULWRU\ DQG 4XHHQVODQG � � � �

3RUWIROLR WRWDO ��� ��� ��� ���

&20081,&$7,216� ,1)250$7,21 7(&+12/2*<

$1' 7+( $576

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ

6WUHQJWKHQLQJ 5DGLR $XVWUDOLD¶V VKRUWZDYH DQG

,QWHUQHW VHUYLFHV WR WKH $VLD�3DFLILF UHJLRQ ��� ��� ��� ���

$XVWUDOLDQ &RPPXQLFDWLRQV $XWKRULW\

$GYLFH DQG SURPRWLRQ RI WKH WKLUG JHQHUDWLRQ PRELOH

SKRQH DQG GDWDFDVWLQJ VSHFWUXP DXFWLRQV � � � �

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV

$GGLWLRQDO IXQGLQJ IRU WKH &HQWUH IRU 4XDQWXP

&RPSXWHU 7HFKQRORJ\ � � � �

&HQWHQDU\ RI )HGHUDWLRQ � � � �

6W -RKQ¶V &DWKHGUDO &RPSOHWLRQ )XQG � � � �

3RUWIROLR WRWDO ��� ��� ��� ���
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'()(1&(

'HSDUWPHQW RI 'HIHQFH

$FTXLVLWLRQ RI WKH $XVWUDOLDQ 6XEPDULQH &RUSRUDWLRQ � � � �

$GGLWLRQDO IXQGLQJ IRU WKH &HQWUH IRU 4XDQWXP

&RPSXWHU 7HFKQRORJ\ � � � �

3RUWIROLR WRWDO � � � �

('8&$7,21� 75$,1,1* $1' <287+ $))$,56

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

$GGLWLRQDO IXQGLQJ IRU WKH &HQWUH IRU 4XDQWXP

&RPSXWHU 7HFKQRORJ\ � � � �

(GXFDWLRQ 6HUYLFHV IRU 2YHUVHDV 6WXGHQWV $VVXUDQFH

)XQG � � � �

(OLJLELOLW\ RI GLVWDQFH HGXFDWLRQ VWXGHQWV DW

QRQ�JRYHUQPHQW VFKRROV IRU *HQHUDO 5HFXUUHQW *UDQW

)XQGLQJ � � � �

(VWDEOLVKPHQW JUDQWV IRU QHZ QRQ�JRYHUQPHQW VFKRROV ��� ��� ��� ���

)XQGLQJ IRU VWXGHQWV ZLWK GLVDELOLWLHV DWWHQGLQJ

QRQ�JRYHUQPHQW VFKRROV ��� ��� ��� ���

3RUWIROLR WRWDO ��� ��� ��� ���

(03/2<0(17� :25.3/$&( 5(/$7,216 $1'

60$// %86,1(66

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV

5HJLRQDO 6ROXWLRQV 3URJUDPPH ����� ����� � �

3RUWIROLR WRWDO ����� ����� � �

(19,5210(17 $1' +(5,7$*(

'HSDUWPHQW RI WKH (QYLURQPHQW DQG +HULWDJH

1DWLRQDO $FWLRQ 3ODQ IRU GU\ODQG VDOLQLW\ DQG ZDWHU

TXDOLW\ � � � �

3RUWIROLR WRWDO � � � �

)$0,/< $1' &20081,7< 6(59,&(6

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV

$ FHLOLQJ RQ WKH UDWH RI $XVWUDOLDQ SHQVLRQ SDLG

XQGHU ,QWHUQDWLRQDO 6RFLDO 6HFXULW\ $JUHHPHQWV ���� ���� ���� ����

$JHG 3HUVRQV 6DYLQJV %RQXV 
7RS�8S
 � � � �

([ *UDWLD SD\PHQWV DQG VDYLQJV SURYLVLRQV IRU

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV SHQVLRQHUV

UHFHLYLQJ )DPLO\ 7D[ %HQHILW $ DQG &KLOG &DUH

%HQHILW ��� ��� ��� ���

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � &HQWUDO +LJKODQGV ��� �� � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � 6RXWKHUQ 0LGODQGV � � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH LQ 0RQDUR %

DQG &� DQG (DVW *LSSVODQG � � � �

,QFUHDVH WKH PD[LPXP UDWH RI 5HQW $VVLVWDQFH WR ��� ���� ���� ���� ����

6RFLDO 6HFXULW\ $JUHHPHQW ZLWK *HUPDQ\ ��� ��� ��� ���

3RUWIROLR WRWDO ���� ���� ���� ����
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),1$1&( $1' $'0,1,675$7,21

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ

&RPPRQZHDOWK 3URSHUW\ 6WUDWHJLF $OOLDQFH � � � �

&RQWULEXWLRQ WR &KLOGHUV 0HPRULDO )XQG � � � �

6XJDU ,QGXVWU\ $VVLVWDQFH 3DFNDJH ��� � � �

2IILFH RI $VVHW 6DOHV DQG ,QIRUPDWLRQ 7HFKQRORJ\

2XWVRXUFLQJ

$XVWUDOLDQ 6XEPDULQH &RUSRUDWLRQ � DFTXLVLWLRQ�

UHVWUXFWXULQJ DQG VDOH � � � �

([WHQVLRQ RI ,QIRUPDWLRQ 7HFKQRORJ\ 2XWVRXUFLQJ

,QLWLDWLYH � � � �

6DOH FRVWV � 'LYHVWPHQW RI &RPPRQZHDOWK LQWHUHVW LQ

$XVWUDOLDQ 7HFKQRORJ\ *URXS /LPLWHG � � � �

6DOH FRVWV � (VVHQGRQ $LUSRUW /LPLWHG � � � �

:RRO ,QGXVWU\ � (VWDEOLVKPHQW RI $XVWUDOLDQ :RRO

6HUYLFHV /WG � � � �

3RUWIROLR WRWDO ��� � � �

)25(,*1 $))$,56 $1' 75$'(

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO 'HYHORSPHQW

,QFUHDVH WKH FRQWULEXWLRQ WR WKH 8QLWHG 1DWLRQV

5HOLHI DQG :RUNV $JHQF\ ��� ��� ��� ���

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH

&RQWLQXDWLRQ RI ([SRUW 0DUNHW 'HYHORSPHQW *UDQWV

VFKHPH � � � �

6RORPRQ ,VODQGV� ,QWHUQDWLRQDO 3HDFH 0RQLWRULQJ 7HDP � � � �

3RUWIROLR WRWDO ��� ��� ��� ���

+($/7+ $1' $*(' &$5(

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH

(VWDEOLVKPHQW RI WKH 2IILFH RI WKH &RPPLVVLRQHU IRU

&RPSODLQWV � � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � &HQWUDO +LJKODQGV �� � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH IRU IDUPHUV LQ

7DVPDQLD � 6RXWKHUQ 0LGODQGV � � � �

([FHSWLRQDO &LUFXPVWDQFHV DVVLVWDQFH LQ 0RQDUR %

DQG &� DQG (DVW *LSSVODQG � � � �

,QFUHDVHG 0HGLFDUH 5HEDWH IRU 2WKHU 0HGLFDO

3UDFWLWLRQHUV ��� ��� ��� �

,QWURGXFWLRQ RI 3DULW\ 3ULFLQJ E\ $XVWUDOLDQ

+HDULQJ 6HUYLFHV ��� ��� ��� ���

/LVW FHOHFR[LE RQ WKH 3KDUPDFHXWLFDO %HQHILWV 6FKHPH ���� ���� ���� ����

0HDVOHV� PXPSV DQG UXEHOOD YDFFLQH IRU \RXQJ DGXOWV � � � �

0RGLILHG &ODZEDFN $UUDQJHPHQWV XQGHU WKH $XVWUDOLDQ

+HDOWK &DUH $JUHHPHQWV � � � �

1HZ &RPPXQLW\ 3KDUPDF\ $JUHHPHQW ���� ���� ����� ���

3UHYHQWLRQ RI 4 )HYHU LQ 0HDW DQG $JULFXOWXUDO

:RUNHUV ��� ��� � �

5HVHDUFK %LR�� � � � �

6XEVLG\ RI 0HGLFDO )RRGV ��� ��� ��� �

3RUWIROLR WRWDO ���� ���� ���� ����
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,1'8675<� 6&,(1&( $1' 5(6285&(6

$XVWUDOLDQ 6SRUWV 'UXJ $JHQF\

7RXJK RQ 'UXJV LQ 6SRUW � EORRG WHVWV DV SDUW RI

RXU DQWL�GRSLQJ SURJUDPPH � � � �

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

$GGLWLRQDO IXQGLQJ IRU WKH &HQWUH IRU 4XDQWXP

&RPSXWHU 7HFKQRORJ\ � � � �

$VVLVWDQFH IRU WKH 6\GQH\ 3DUDO\PSLF 2UJDQLVLQJ

&RPPLWWHH � � � �

&RPPRQZHDOWK &RQWULEXWLRQ WR 2O\PSLF $LG � � � �

,QYHVWPHQW ,QFHQWLYH IRU ,%0 $XVWUDOLD � � � �

2O\PSLF DQG 3DUDO\PSLF *DPHV JRRGV DQG VHUYLFHV WD[

/LDELOLW\ 3D\PHQWV � � � �

3DUDO\PSLF *DPHV (QWU\ )HHV � � � �

3D\PHQW RI *DV 5R\DOW\ &RPPLWPHQW WR

:HVWHUQ $XVWUDOLD ����� ����� ����� �����

5HGXFWLRQ LQ IXQGLQJ IRU WKH 7H[WLOHV� &ORWKLQJ DQG

)RRWZHDU 6WUDWHJLF ,QYHVWPHQW 3URJUDPPH � � � �

6FKRRO &KLOGUHQ $WWHQGLQJ WKH 3DUDO\PSLF *DPHV � � � �

3RUWIROLR WRWDO ����� ����� ����� �����

75$163257 $1' 5(*,21$/ 6(59,&(6

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

,QODQG 0DUNHWLQJ &RUSRUDWLRQ � � � �

5HJLRQDO 6ROXWLRQV 3URJUDPPH ���� ���� ���� �

6SHFLDO 6WUXFWXUDO $GMXVWPHQW 3DFNDJH IRU WKH 6RXWK

:HVW )RUHVWV 5HJLRQ RI :HVWHUQ $XVWUDOLD � � � �

3RUWIROLR WRWDO ���� ���� ���� �

75($685<

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQWV &RPPLVVLRQ

6XSHUDQQXDWLRQ &RPSODLQWV 7ULEXQDO � � � �

$XVWUDOLDQ 7D[DWLRQ 2IILFH

$GGLWLRQDO IXHOV VDOHV JUDQWV LQ UHPRWH DUHDV ��� ��� ��� �

$GGLWLRQDO IXQGLQJ IRU WKH $72 WR FRYHU WKH

LQFUHDVHG FRVWV RI DGPLQLVWHULQJ WKH *67 ����� � � �

([WHQVLRQ RI 'LHVHO DQG $OWHUQDWLYH )XHOV 6DOHV

*UDQWV 6FKHPH ���� ���� ���� �

'HSDUWPHQW RI WKH 7UHDVXU\

,QTXLU\ LQWR FKDULWDEOH DQG UHODWHG RUJDQLVDWLRQV � � � �

3RUWIROLR WRWDO ����� ���� ���� �

9(7(5$16
 $))$,56

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV

1HZ &RPPXQLW\ 3KDUPDF\ $JUHHPHQW ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

7RWDO H[SHQVH PHDVXUHV ����� ����� ����� �����

�D� $OO IXQGLQJ IRU WKLV PHDVXUH� LQFOXGLQJ IXQGLQJ IRU WKH $JULFXOWXUH� ILVKHULHV DQG )RUHVWU\ SRUWIROLR� LV
OLVWHG XQGHU WKH (QYLURQPHQW DQG +HULWDJH SRUWIROLR�
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7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV VLQFH WKH ������� 0<()2

������� ������� ������� �������

�P �P �P �P

$*5,&8/785(� ),6+(5,(6 $1' )25(675<

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

3ULFLQJ UHYLHZ RI WKH 'HSDUWPHQW RI $JULFXOWXUH�

)LVKHULHV DQG )RUHVWU\ � � � �

3RUWIROLR WRWDO � � � �

$77251(<�*(1(5$/
6

$WWRUQH\ *HQHUDO
V 'HSDUWPHQW

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ � � � �

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH � � � �

$XVWUDOLDQ &XVWRPV 6HUYLFH

$XVWUDOLD¶V UHVSRQVH WR )RRW DQG 0RXWK 'LVHDVH DQG

RWKHU TXDUDQWLQH ULVNV ��� ���� ���� ����

$XVWUDOLDQ )HGHUDO 3ROLFH

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH � � � �

$XVWUDOLDQ 6HFXULW\ ,QWHOOLJHQFH 2UJDQLVDWLRQ

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ ��� ��� � �

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH � � � �

3RUWIROLR WRWDO ��� ���� ���� ����

&20081,&$7,216� ,1)250$7,21 7(&+12/2*<

$1' 7+( $576

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ

$XVWUDOLDQ %URDGFDVWLQJ &RPPLVVLRQ �

(DVW 3HUWK EXLOGLQJ ZRUNV ���� ���� ���� ����

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV

'HIHUUDO RI WKH IXUWKHU VDOH RI WKH &RPPRQZHDOWK
V

VKDUHKROGLQJ RI 7HOVWUD &RUSRUDWLRQ � � � �

1DWLRQDO *DOOHU\ RI $XVWUDOLD

1DWLRQDO *DOOHU\ RI $XVWUDOLD %XLOGLQJ

UHIXUELVKPHQW DQG HQKDQFHPHQW ��� ���� ��� ���

3RUWIROLR WRWDO ���� ���� ��� ����
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7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV VLQFH WKH ������� 0<()2

�FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

&5266 3257)2/,2

5HYLVLRQ WR WKH &DSLWDO 8VH &KDUJH � � � �

3RUWIROLR WRWDO � � � �

'()(1&(

'HSDUWPHQW RI 'HIHQFH

'HIHQFH DVVHW VDOHV ������ ������ ������ ������

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ � � � �

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH ��� � � �

3RUWIROLR WRWDO ������ ������ ������ ������

(03/2<0(17� :25.3/$&( 5(/$7,216

$1' 60$// %86,1(66

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

RQ�OLQH 6HUYLFHV ��� ��� � �

3RUWIROLR WRWDO ��� ��� � �

(19,5210(17 $1' +(5,7$*(

*UHDW %DUULHU 5HHI 0DULQH 3DUN $XWKRULW\

7RZQVYLOOH $TXDULXP � 5HHI +HDGTXDUWHUV ��� � � �

3RUWIROLR WRWDO ��� � � �

)$0,/< $1' &20081,7< 6(59,&(6

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV

+HOS WR 3DUWLFLSDWH ��� ���� ���� ����

+HOSLQJ 3DUHQWV 5HWXUQ WR :RUN ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

),1$1&( $1' $'0,1,675$7,21

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ

&RQVWUXFWLRQ RI QHZ FKDQFHU\ IDFLOLWLHV LQ &RORPER

DQG 1HZ 'HOKL ��� ��� ���� ���

2IILFH RI $VVHW 6DOHV DQG &RPPHUFLDO 6XSSRUW

6DOH RI 6\GQH\ $LUSRUWV &RUSRUDWLRQ /LPLWHG � � � �

3RUWIROLR WRWDO ��� ��� ���� ���

)25(,*1 $))$,56 $1' 75$'(

$XVWUDOLDQ 6HFUHW ,QWHOOLJHQFH 6HUYLFH

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ ��� ��� ��� ���

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH

5HSODFHPHQW RI 6HFXUH 'LSORPDWLF &RPPXQLFDWLRQV

1HWZRUN ���� ���� ��� �

3RUWIROLR WRWDO ���� ���� ��� ���
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7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV VLQFH WKH ������� 0<()2

�FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

&5266 3257)2/,2

5HYLVLRQ WR WKH &DSLWDO 8VH &KDUJH � � � �

3RUWIROLR WRWDO � � � �

'()(1&(

'HSDUWPHQW RI 'HIHQFH

'HIHQFH DVVHW VDOHV ������ ������ ������ ������

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ � � � �

3URWHFWLRQ RI WKH 1DWLRQDO ,QIRUPDWLRQ

,QIUDVWUXFWXUH ��� � � �

3RUWIROLR WRWDO ������ ������ ������ ������

(03/2<0(17� :25.3/$&( 5(/$7,216

$1' 60$// %86,1(66

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\

RQ�OLQH 6HUYLFHV ��� ��� � �

3RUWIROLR WRWDO ��� ��� � �

(19,5210(17 $1' +(5,7$*(

*UHDW %DUULHU 5HHI 0DULQH 3DUN $XWKRULW\

7RZQVYLOOH $TXDULXP � 5HHI +HDGTXDUWHUV ��� � � �

3RUWIROLR WRWDO ��� � � �

)$0,/< $1' &20081,7< 6(59,&(6

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV

+HOS WR 3DUWLFLSDWH ��� ���� ���� ����

+HOSLQJ 3DUHQWV 5HWXUQ WR :RUN ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

),1$1&( $1' $'0,1,675$7,21

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ

&RQVWUXFWLRQ RI QHZ FKDQFHU\ IDFLOLWLHV LQ &RORPER

DQG 1HZ 'HOKL ��� ��� ���� ���

2IILFH RI $VVHW 6DOHV DQG &RPPHUFLDO 6XSSRUW

6DOH RI 6\GQH\ $LUSRUWV &RUSRUDWLRQ /LPLWHG � � � �

3RUWIROLR WRWDO ��� ��� ���� ���

)25(,*1 $))$,56 $1' 75$'(

$XVWUDOLDQ 6HFUHW ,QWHOOLJHQFH 6HUYLFH

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ ��� ��� ��� ���

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH

5HSODFHPHQW RI 6HFXUH 'LSORPDWLF &RPPXQLFDWLRQV

1HWZRUN ���� ���� ��� �

3RUWIROLR WRWDO ���� ���� ��� ���
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7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV VLQFH WKH ������� 0<()2

�FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

+($/7+ $1' $*(' &$5(

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH

+HDOWK&RQQHFW � D KHDOWK LQIRUPDWLRQ QHWZRUN IRU

$XVWUDOLD � GHYHORSPHQW SKDVH ��� � � �

+HDOWK ,QVXUDQFH &RPPLVVLRQ

,QYHVWPHQW WR XSJUDGH WKH +HDOWK ,QVXUDQFH

&RPPLVVLRQ WHFKQLFDO LQIUDVWUXFWXUH WR LPSURYH

VHUYLFH ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

,00,*5$7,21 $1' 08/7,&8/785$/ $))$,56

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

1HZ VRFLDO VHFXULW\ DUUDQJHPHQWV EHWZHHQ $XVWUDOLD

DQG 1HZ =HDODQG ��� ���� ���� ����

8QDXWKRULVHG ERDW DUULYDOV � UHYLHZ RI SURFHVVLQJ

DQG GHWHQWLRQ DUUDQJHPHQWV ��� ���� ���� ����

3RUWIROLR WRWDO ��� ���� ���� ����

,1'8675<� 6&,(1&( $1' 5(6285&(6

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO 5HVHDUFK 2UJDQLVDWLRQ

6XSSRUW IRU WKH FRPPHUFLDOLVDWLRQ RI SURGXFWLRQ

WHFKQRORJ\ LQ WKH OLJKW PHWDOV VHFWRU ���� ���� ���� ����

3RUWIROLR WRWDO ���� ���� ���� ����

35,0( 0,1,67(5 $1' &$%,1(7

2IILFH RI 1DWLRQDO $VVHVVPHQWV

,PSURYLQJ VHFXULW\ ZLWKLQ WKH $XVWUDOLDQ

LQWHOOLJHQFH FRPPXQLW\ ��� ��� ��� ���

3RUWIROLR WRWDO ��� ��� ��� ���

75$163257 $1' 5(*,21$/ 6(59,&(6

$XVWUDOLDQ 0DULWLPH 6DIHW\ $XWKRULW\

,PSURYHPHQWV LQ 6HDUFK DQG 5HVFXH $UUDQJHPHQWV ��� � � �

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\

$YLDWLRQ LQGXVWU\ FRPSOLDQFH ��� ��� ��� ���

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

$XVWUDOLDQ 5DLO 7UDFN &RUSRUDWLRQ � HTXLW\ IXQGLQJ � � � �

1DWLRQDO &DSLWDO $XWKRULW\

&RPPRQZHDOWK 3ODFH ��� � � �

3RUWIROLR WRWDO ���� ��� ��� ���

75($685<

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV

)LWRXW RI WKH $XVWUDOLDQ %XUHDX RI

6WDWLVWLFV QHZ QDWLRQDO RIILFH EXLOGLQJ � � � �

3RUWIROLR WRWDO � � � �
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7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV VLQFH WKH ������� 0<()2

�FRQWLQXHG�

������� ������� ������� �������

�P �P �P �P

9(7(5$16
 $))$,56

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV

2XWSXW 3ULFLQJ 5HYLHZ � &RQYHUVLRQ RI /RDQ WR (TXLW\ ���� ���� � �

2XWSXW 3ULFLQJ 5HYLHZ � 5HYLHZ RI HIILFLHQW GHOLYHU\

RI 2XWSXWV � � � �

5HGXFH RYHUSD\PHQWV DQG LPSURYH GHEW UHFRYHU\ � � � ����

3RUWIROLR WRWDO ���� ���� � ����

7RWDO FDSLWDO PHDVXUHV ������ ������ ����� ������



����

7DEOH %�� 1HW FDSLWDO LQYHVWPHQW PHDVXUHV XS WR WKH ������� 0<()2
������� ������� ������� �������

�P �P �P �P

$77251(<�*(1(5$/
6

+LJK &RXUW RI $XVWUDOLD

$GGLWLRQDO IXQGLQJ IRU WKH +LJK &RXUW � � � �

3RUWIROLR WRWDO � � � �

'()(1&(

'HSDUWPHQW RI 'HIHQFH

/RDQ WR WKH 'HIHQFH +RXVLQJ $XWKRULW\ � � � �

3RUWIROLR WRWDO � � � �

),1$1&( $1' $'0,1,675$7,21

2IILFH RI $VVHW 6DOHV DQG ,QIRUPDWLRQ 7HFKQRORJ\

2XWVRXUFLQJ

6DOH RI VKDUHV LQ (VVHQGRQ $LUSRUW /LPLWHG � � � �

3RUWIROLR WRWDO � � � �

,1'8675<� 6&,(1&( $1' 5(6285&(6

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

'LYHVWPHQW RI &RPPRQZHDOWK LQWHUHVW LQ $XVWUDOLDQ

7HFKQRORJ\ *URXS /LPLWHG � � � �

3RUWIROLR WRWDO � � � �

75$163257 $1' 5(*,21$/ 6(59,&(6

1DWLRQDO &DSLWDO $XWKRULW\

1DWLRQDO (PHUJHQF\ 6HUYLFHV 0HPRULDO ��� � � �

5HFRQFLOLDWLRQ 3ODFH ��� � � �

3RUWIROLR WRWDO ��� � � �

7RWDO FDSLWDO PHDVXUHV ��� � � �
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7DEOH &�� (VWLPDWHV RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW H[SHQVHV E\

IXQFWLRQ DQG VXE�IXQFWLRQ

������� ������� ������� ������� �������

�P �P �P �P �P

*HQHUDO SXEOLF VHUYLFHV

/HJLVODWLYH DQG H[HFXWLYH DIIDLUV ��� ��� ��� ��� ���

)LQDQFLDO DQG ILVFDO DIIDLUV ����� ����� ����� ����� �����

)RUHLJQ HFRQRPLF DLG ����� ����� ����� ����� �����

*HQHUDO UHVHDUFK ����� ����� ����� ����� �����

*HQHUDO VHUYLFHV ��� ��� ��� ��� ���

*RYHUQPHQW VXSHUDQQXDWLRQ EHQHILWV ����� ����� ����� ����� �����

7RWDO JHQHUDO SXEOLF VHUYLFHV ����� ����� ����� ����� �����

'HIHQFH ������ ������ ������ ������ ������

3XEOLF RUGHU DQG VDIHW\

&RXUWV DQG OHJDO VHUYLFHV ��� ��� ��� ��� ���

2WKHU 3XEOLF RUGHU DQG VDIHW\ ����� ����� ����� ����� �����

7RWDO SXEOLF RUGHU DQG VDIHW\ ����� ����� ����� ����� �����

(GXFDWLRQ

+LJKHU HGXFDWLRQ ����� ����� ����� ����� �����

9RFDWLRQDO DQG RWKHU HGXFDWLRQ ����� ����� ����� ����� �����

1RQ�JRYHUQPHQW VFKRROV ����� ����� ����� ����� �����

*RYHUQPHQW VFKRROV ����� ����� ����� ����� �����

6FKRROV ����� ����� ����� ����� �����

6WXGHQW DVVLVWDQFH ��� ��� ��� ��� ���

*HQHUDO DGPLQLVWUDWLRQ �� �� �� �� ��

6FKRRO HGXFDWLRQ � VSHFLILF IXQGLQJ ��� ��� ��� ��� ���

7RWDO HGXFDWLRQ ������ ������ ������ ������ ������

+HDOWK

0HGLFDO VHUYLFHV DQG EHQHILWV ������ ������ ������ ������ ������

+RVSLWDO VHUYLFHV ����� ����� ����� ����� �����

+HDOWK FDUH DJUHHPHQWV ����� ����� ����� ����� �����

+RVSLWDO VHUYLFHV DQG KHDOWK FDUH DJUHHPHQWV ����� ����� ����� ����� �����

3KDUPDFHXWLFDO VHUYLFHV DQG EHQHILWV ����� ����� ����� ����� �����

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU KHDOWK ��� ��� ��� ��� ���

+HDOWK VHUYLFHV ��� ��� ��� ��� ���

2WKHU KHDOWK VHUYLFHV ��� ��� ����� ����� �����

2WKHU KHDOWK VHUYLFHV ����� ����� ����� ����� �����

*HQHUDO DGPLQLVWUDWLRQ ��� ����� ����� ����� �����

+HDOWK DVVLVWDQFH WR WKH DJHG �D� �� �� �� �� ��

7RWDO KHDOWK ������ ������ ������ ������ ������

6RFLDO VHFXULW\ DQG ZHOIDUH

$VVLVWDQFH WR WKH DJHG �D� ������ ������ ������ ������ ������

$VVLVWDQFH WR YHWHUDQV DQG GHSHQGDQWV ����� ����� ����� ����� �����

$VVLVWDQFH WR SHRSOH ZLWK GLVDELOLWLHV ����� ����� ����� ����� �����

$VVLVWDQFH WR IDPLOLHV ZLWK FKLOGUHQ ������ ������ ������ ������ ������

$VVLVWDQFH WR WKH XQHPSOR\HG ����� ����� ����� ����� �����

$VVLVWDQFH WR WKH VLFN �� �� �� �� ��

(VWLPDWHV 3URMHFWLRQV
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7DEOH &�� (VWLPDWHV RI &RPPRQZHDOWK JHQHUDO JRYHUQPHQW H[SHQVHV E\

IXQFWLRQ DQG VXE�IXQFWLRQ �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

6RFLDO VHFXULW\ DQG ZHOIDUH �FRQWLQXHG�

$VVLVWDQFH WR WKH XQHPSOR\HG DQG WKH VLFN ����� ����� ����� ����� �����

&RPPRQ \RXWK DOORZDQFH ����� ����� ����� ����� �����

2WKHU ZHOIDUH SURJUDPPHV ��� ��� ��� ��� ���

$ERULJLQDO DGYDQFHPHQW QHF ����� ����� ����� ����� �����

*HQHUDO DGPLQLVWUDWLRQ ����� ����� ����� ����� �����

7RWDO VRFLDO VHFXULW\ DQG ZHOIDUH ������ ������ ������ ������ ������

+RXVLQJ DQG FRPPXQLW\ DPHQLWLHV

+RXVLQJ ����� ����� ����� ����� �����

8UEDQ DQG UHJLRQDO GHYHORSPHQW �� �� �� �� ��

(QYLURQPHQW SURWHFWLRQ�E� ��� ��� ��� ��� ���

7RWDO KRXVLQJ DQG FRPPXQLW\ DPHQLWLHV ����� ����� ����� ����� �����

5HFUHDWLRQ DQG FXOWXUH

%URDGFDVWLQJ ��� ��� ��� ����� �����

$UWV DQG FXOWXUDO KHULWDJH ��� ��� ��� ��� ���

6SRUW DQG UHFUHDWLRQ ��� ��� ��� ��� ���

1DWLRQDO HVWDWH DQG SDUNV�E� ��� ��� ��� ��� ���

7RWDO UHFUHDWLRQ DQG FXOWXUH ����� ����� ����� ����� �����

)XHO DQG HQHUJ\ ����� ����� ����� ����� �����

$JULFXOWXUH� IRUHVWU\ DQG ILVKLQJ

:RRO LQGXVWU\ ��� �� �� �� ��

*UDLQV LQGXVWU\ ��� ��� ��� ��� ���

'DLU\ LQGXVWU\ ��� ��� ��� ��� ���
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The Government’s net debt reduction programme, which commenced in 1996, will
continue in 2001-02.

�(7 �81',1* �(48,5(0(17

Commonwealth general government net debt is expected to be reduced by $5.1 billion
in the year ahead.

The Commonwealth has not borrowed, in net terms since 1995-96.

Aggregate net debt reduction since 1996-97, including the estimate for 2001-02, will
total around $60 billion. Trends in Commonwealth general government net debt are
discussed in Statement 2.

The surplus funds available to reduce debt (sometimes referred to as the negative net
funding requirement) are estimated to be $4.1 billion in 2001-02.1 This represents the
funds the Commonwealth has over and above what is required to meet its budget
obligations. Chart 1 depicts the net funding requirement in recent years and that
projected for each year to 2004-05. The funds projected to be available to reduce net
debt over the period 2001-02 to 2004-05 total over $40 billion.
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1 This amount differs from the estimated fall in Commonwealth general government net debt,
as the latter measure incorporates components such as net non-equity policy advances (such
as the Higher Education Contribution Scheme) and the revaluation of selected financial
assets and liabilities.
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Consistent with the approach of recent years, the reduction in net debt will continue to
be managed in line with the objective of maintaining the viability of the
Commonwealth Government Securities (CGS) market and its supporting
infrastructure. CGS outstandings will be maintained at levels consistent with this
objective.

Maintenance of a liquid and efficient CGS market offers a number of advantages,
including supporting the continued growth and development of domestic capital
markets. This objective is also consistent with the Government’s commitment to the
further development of Australia as a centre for global financial services.

Surplus budget proceeds not applied to the redemption of CGS will continue to be
held as financial assets.

�(%7 �668$1&( �52*5$00(

In line with the objective of maintaining a viable CGS market, a modest gross issuance
programme is planned for 2001-02. The programme will primarily focus on
maintenance of the length and efficiency of the yield curve and the build up and
maintenance of liquidity in key benchmark stocks.

One further tender of Treasury Bonds is expected to be conducted prior to the end of
the current financial year. Gross new Treasury Bond issuance is expected to be around
$2 billion to $3 billion in 2001-02. As has been the case in recent years, issuance is
expected to be weighted to the long-end of the curve.

A tender for the issue of $75 million of Treasury Indexed Bonds is planned for
24 May 2001. Indexed issuance of $200 million is planned for 2001-02. Further details
concerning indexed issuance, including expected dates for the conduct of indexed
bond tenders in 2001-02, will be announced prior to the start of the new financial year.

Treasury Notes will continue to be issued primarily to fund within-year mismatches in
expenditure and receipts.
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This statement examines trends in finances for the Commonwealth, State/local levels of
government and the consolidated public sector and therefore provides a broader context
in which to consider developments in the Commonwealth’s Budget.

�����	
�����

The information in this statement is presented in line with the Australian Bureau of
Statistics (ABS) Government Finance Statistics (GFS) reporting framework for the
public sector.

Data are presented both by level of government and institutional sector. ‘Level of
government’ refers to the distinction between the Commonwealth and State/local
governments. When combined the Commonwealth, State/local governments and
universities are referred to as the ‘consolidated government’. Figure 1 shows the
institutional structure of the public sector.

)LJXUH �� ,QVWLWXWLRQDO VWUXFWXUH RI WKH 3XEOLF 6HFWRU
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The non-financial public sector is comprised of the general government sector and
the public non-financial corporations sector.

The general government sector, through government departments and agencies,
provides public services that are mainly non-market in nature, and for the collective
consumption of the community, or involve the transfer or redistribution of income.
These services are largely financed through taxes and other compulsory levies,
although user charging and external funding have increased in recent years.

The public non-financial corporations (PNFC) sector comprises bodies that provide
goods and services that are mainly market, non-regulatory and non-financial in nature,
financed predominantly through sales to the consumers of these goods and services.
In general, PNFCs are legally distinguishable from the governments that own them.

Public financial corporations (PFCs) are public sector bodies that engage in financial
intermediation services or auxiliary financial services. They are able to incur financial
liabilities on their own account (such as taking deposits, issuing securities or providing
insurance services). This sector includes the Reserve Bank of Australia (RBA) and other
central borrowing authorities. Information on PFCs is not included in this statement as
PFCs undertake financial intermediation, which is a fundamentally different function
from that performed by other public entities. Jurisdictions are only required to report
PFC information in their outcome statements.

Commonwealth, State and Territory governments present common fiscal information
in their budget reports as required by the Accrual Uniform Presentation
Framework (UPF), agreed by the Australian Loan Council in March 2000. The majority
of States and Territories now report on an accrual UPF basis, while the remaining
jurisdictions have until the 2002-03 budget year to make the transition from cash UPF
reporting.

The Commonwealth revenue, outlays and expenses measures included in this
Statement differ from ABS GFS measures in treating goods and services tax (GST)
collections by the Australian Taxation Office (ATO) as State tax revenue rather than
Commonwealth tax revenue paid to the States as grants. This approach reflects the
clear policy intent of the Intergovernmental Agreement on Commonwealth-State Financial
Arrangements, which is that the GST is a State tax collected by the Commonwealth in an
agency capacity. The Commonwealth has no discretion as to the expenditure of GST
collections, with all revenue passed to the States. However, because the GST is levied
by the Commonwealth for constitutional reasons, the ABS, on a technical view, regards
it as Commonwealth revenue. The Commonwealth accrual UPF tables presented in
Statement 9 are presented on a basis that is consistent with the ABS GFS standards,
including the classification of GST revenue.

This Statement looks at recent trends in Commonwealth and State/local accrual
measures (including revenue, expenses and fiscal balance), cash measures (such as
outlays, revenue and cash surplus), and balance sheet measures (such as net debt and
net worth).
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Appendix A of this statement outlines the size and structure of the non-financial public
sector, including the relative contributions of the Commonwealth and State/local
governments. Appendix B provides Commonwealth and State/local historical data on
revenue, outlays, cash surplus, net interest outlays and net debt.
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This section looks at fiscal balance data for the Commonwealth and State/local
non-financial public sectors, including medium term projections for the
Commonwealth general government sector.

&RQFHSW

Fiscal balance, or GFS net lending, represents the gap between government savings
and investment. It measures a government’s net call on other sectors of the economy,
and approximates a government’s contribution to the current account deficit.

Fiscal balance includes net capital expenditure, but not the use of
capital (depreciation). The fiscal balance is a good measure of the impact of a
government's budget on the economy because it includes the full amount of
investment by a government in a given period.

'DWD

As not all States and Territories have made the transition to accrual accounting, fiscal
balance data for the consolidated public non-financial corporations and non-financial
public sector are currently available for 1998-99 through 2000-01, while consolidated
general government data is available through 2001-02. Tables 1, 2 and 3 show general
government, public non-financial corporations and non-financial public fiscal balance
data respectively by level of government.

7UHQGV

The Commonwealth general government fiscal balance is expected to move from a
surplus of 0.8 per cent of gross domestic product (GDP) in 2000-01 to a deficit of
0.1 per cent of GDP in 2001-02, and to return to surplus in 2003-04. This is largely the
result of transitional issues associated with the move to the Pay As You Go (PAYG)
system which recognises some revenue as accruing in 2000-01 even though payments
by companies can be spread over 2½ to 5 years.

The State/local general government sector is expected to have a small fiscal deficit
in 2000-01 and 2001-02 (although the latter estimate should be treated with some
caution as the majority of States and Territories have yet to bring down their 2001-02
budgets).

The consolidated PNFC sector is expected to be in a fiscal surplus position in 1999-2000
and 2000-01. The decrease in consolidated PNFC revenue and expenses as a share of
GDP in recent years is partly attributable to the privatisation of PNFCs by both the
Commonwealth and State/local governments.
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This section reviews trends in Commonwealth and State/local cash measures of
revenue, outlays and cash surplus.

&RQFHSW

The cash surplus is conceptually equivalent under a cash and an accrual framework
and provides a useful indication of a government’s need to call on financial markets to
meet its budget obligations. Under a cash GFS framework, a government’s cash
surplus is calculated as revenue less outlays, adjusted for net increase in provisions.
Under an accrual GFS framework, the cash surplus is calculated as net cash received
from operating activities plus net cash inflow from sales and purchases of
non-financial assets, adjusted for finance leases and similar arrangements.

There is more historical cash data available, hence this section provides a longer term
perspective than the previous section. Due to methodological and data-source changes
associated with the move to an accrual accounting framework, the surplus figures
contained in the cash flow statement are not directly comparable with the surplus
measures obtained under the cash GFS. In this section cash surpluses are calculated on
a cash GFS basis until 1997-98 and on a accrual GFS basis for 1998-99 onwards, except
where jurisdictions have yet to make the transition to accrual accounting.

'DWD

Data is sourced from the ABS 1997-98 Government Finance Statistics (Cat. No. 5512.0),
2000-01 Government Financial Estimates (Cat. No. 5501.0), jurisdictions’ 1999-2000
budget outcomes, 2000-01 mid year reports and 2001-02 budgets where available. For
those jurisdictions that have moved to accrual budget reporting, cash surplus data
from their cash flow statements are used. For these jurisdictions, cash revenues are
proxied by receipts from operating activities and sales of non-financial assets, and
outlays are proxied by payments for operating activities and purchases of
non-financial assets.

Following changes to the Australian National Accounts standards, the general
government surplus measures in this statement, from 1998-99 onwards, incorporate
net payments by the Commonwealth general government sector in respect of
accumulated PNFC superannuation liabilities. Payments prior to 1998-99 do not
incorporate these payments.

7UHQGV LQ WRWDO QRQ�ILQDQFLDO SXEOLF VHFWRU

The general government sector comprises the majority of the non-financial public
sector. The PNFC sector tends to be more important at the State/local level, where
most PNFCs are concentrated.

Chart 1 shows movements in the consolidated non-financial public sector surplus as a
share of GDP, and the relative contributions of the general government and PNFC
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sectors. Data for the consolidated public non-financial corporations and non-financial
public sector are only available through 2000-01, while general government data is
available through 2003-04.

Chart 1 illustrates that the non-financial public sector was generally in a deficit
position during the late 1980s and most of the 1990s. The deficit peaked at 4.3 per cent
of GDP in 1992-93 before moving into a surplus position in 1997-98. The deficit in
1998-99 is the result of one-off increases in State funding of superannuation liabilities.

Chart 1 also shows the declining importance of PNFCs to the non-financial public
sector surplus, with the privatisation of government businesses since the late 1980s.
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Chart 2 disaggregates by level of government the sectoral surpluses presented in
Chart 1. It shows the large contribution of past Commonwealth general government
cash deficits to the non-financial public sector cash deficit. It also illustrates the
improvement in the Commonwealth general government sector balance since 1992-93.
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Chart 2 also shows the consolidated PNFC sector is close to balance in 1999-2000, and
likely to remain so in 2000-01 (the latest year for which data is currently available for
this sector). The State/local general government sector fell into deficit in 1998-99,
primarily because of several jurisdictions taking steps to fund previously unfunded
superannuation liabilities in this year.

7UHQGV LQ JHQHUDO JRYHUQPHQW VHFWRU

Due to its size, the general government sector is the appropriate focus for an
assessment of public sector revenues and outlays and is the sector through which
governments primarily affect the level of private sector activity.

Chart 3 shows trends in general government cash outlays and revenue at the
Commonwealth and State/local levels through 2000-01. Panel A shows the
countercylical relationship between Commonwealth outlays and cash revenues.
During economic downturns, such as in the early 1990s, outlays on transfer payments
rise and taxation revenues fall, with the reverse happening during periods of strong
economic growth. However, during the cyclical upturn following the early 1990s,
Commonwealth outlays were maintained at a high level of GDP while the low
inflation environment depressed the growth in revenue receipts, resulting in
significant deficits.

As shown in Panel A of Chart 2, the Commonwealth general government sector has
been in surplus since 1997-98, with a cash surplus of 0.3 per cent of GDP expected in
2000-01. Commonwealth outlays and revenue estimates in Chart 3 are net of GST
revenue, and show a decline in 2000-01 with the introduction of The New Tax System.

State/local governments predominantly provide outlays in the form of services (such
as health and education) rather than income support, and are less sensitive to the
economic cycle than Commonwealth finances. Panel A of Chart 2 shows the sustained
improvement in State/local general government balances over the period 1991-92
to 1996-97, from a deficit of 1.0 per cent of GDP to a cash surplus of 0.6 per cent
of GDP. As shown in Panel B of Chart 3, this improvement largely reflected outlays’
restraint, helped by lower debt servicing charges, with State/local revenue broadly
stable as a share of GDP.

In 1998-99 the State/local general government sector recorded a cash deficit
of 0.5 per cent of GDP. This reflected the allocation by New South Wales and Victoria
of an additional $3.3 billion and $2.6 billion, respectively, to meeting their unfunded
superannuation liabilities. These augmented superannuation contributions increased
the States’ levels of current expenditure (and thus decreased their budget surpluses for
the year) by a corresponding amount. Without these one-off superannuation
payments, the State/local general government cash balance for 1998-99 would have
been a surplus of around 0.5 per cent of GDP.

The State/local general government sector is expected to be in surplus in 2000-01.
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7UHQGV LQ SXEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV

The PNFC sector is an important provider of economic infrastructure and contributes
significant revenue to the general government sector, mainly in the form of dividends.
State/local governments account for around 60 per cent of total PNFC sector outlays,
reflecting State responsibility for infrastructure and service provision in areas such as
electricity, gas, water and public transport.

During the 1980s the PNFC sector incurred significant deficits, with associated growth
in debt levels and interest costs. However, since the late 1980s there has been greater
emphasis on PNFC operating efficiency, profitability and market orientation and
governments have re-evaluated the appropriateness of continued public ownership of
many business enterprises.

PNFC privatisations over the last decade have occurred in two main sectors —
electricity and gas (such as Victoria’s and South Australia’s electricity assets), and
transport and communications (such as the partial sale of Telstra). Proceeds of asset
sales have largely been used to reduce, or contain the growth of, government net debt,
resulting in ongoing savings in public debt interest.

As shown in Chart 1 of this Statement, the PNFC sector has maintained a cash surplus
position through much of the 1990s. Following a small cash deficit in 1998-99, the
sector is projected to return to surplus in 1999-2000 and 2000-01.
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&RQFHSW

The concept of net debt is the same under cash and accrual-based financial reporting.
Net debt comprises the stock of selected gross financial liabilities less financial assets.
The stock of net debt is a common measure used to help judge the overall strength of
a jurisdiction’s fiscal position. High levels of net debt impose a call on future revenue
flows to service that debt.

A limitation of the net debt measure is that it does not include accrued employee
liabilities. In addition, net debt does not provide information on whether debt has been
incurred to finance fixed asset accumulation or current expenditure. This additional
information is important in gauging the strength of a government’s fiscal position as
well as the sustainability of policy.

Despite these limitations, net debt still provides useful information for examining the
soundness of a government’s fiscal position.

'DWD

In this section, net debt data prior to 1994-95 are sourced from the ABS 1998 Public
Sector Financial Assets and Liabilities publication (ABS Cat. No. 5513.0), data from
1994-95 to 1997-98 are from the ABS 1999-2000 Government Financial Estimates
publication (ABS Cat. No. 5501.0) and data for 1998-99 is from the ABS 2000-01
Government Financial Estimates. Net debt numbers for 1999-2000 are from jurisdictions
final budget outcomes, data for 2000-01 onwards are derived from jurisdictions’
2000-01 mid year reports and 2001-02 budgets where available.

7UHQGV

Chart 4 shows non-financial public sector net debt as a percentage of GDP, and the
respective contributions of the general government and PNFC sectors, since the
late 1980s. Data for the consolidated public non-financial corporations and
non-financial public sector are only available through 2000-01, while general
government data is available through 2004-05 (general government data for 2001-02
to 2004-05 is provided in Table B4 in Appendix B).

Looking at Charts 1 and 4 together indicates the broad relationship between cash
deficits and net debt levels. The financing of Commonwealth cash deficits resulted in a
substantial increase in general government net debt as a share of GDP over the early
1990s. Chart 4 also shows the decline in PNFC sector net debt as a share of GDP since
the late 1980s, reflecting lower levels of capital expenditure, improved efficiency and
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privatisations. This decline moderated the increase in non-financial public sector net
debt as a share of GDP in the first half of the 1990s.

The subsequent improvement in non-financial public sector net debt mainly reflects
lower net borrowing requirements for the Commonwealth and the application of
privatisation proceeds to debt retirement at both the Commonwealth and State/local
levels.
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General government net debt as a share of GDP is expected to decline further over the
projection period. Consolidated non-financial public sector net debt is estimated to
be 12 per cent of GDP in 2000-01, compared with the most recent peak of 34.7 per cent
in 1994-95.

Chart 5 shows trends in net debt by sector and level of government. Most
Commonwealth net debt is held by the general government sector whereas almost all
State/local net debt is held in the PNFC sector.

As shown in Panel A of Chart 5, Commonwealth general government net debt as a
share of GDP grew from low levels in the late 1980s to a peak of 18.9 per cent in
1995-96. Successive cash surpluses and asset sales (most notably the partial sale of
Telstra) have reduced Commonwealth general government sector net debt to an
expected 6.4 per cent of GDP in 2000-01.
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In contrast, State/local general government net debt grew only modestly in the early
1990s, and has since declined from a peak of 10.3 per cent in 1992-93 to around
0.2 per cent in 2000-01, as shown in Panel B. This improvement within the State/local
general government sector reflects both the impact of asset sales, and fiscal
consolidation during the second half of the 1990s. However, some individual States
continue to face substantial net debt burdens (see Budget Paper No. 3 — Federal
Financial Relations for more information).

�(7 :257+

&RQFHSW

The net worth measure provides a more comprehensive picture of a government’s
overall financial position than the net debt measure. Net worth incorporates a
government’s non-financial assets such as land and other fixed assets, as well as
certain financial assets and liabilities not captured by the net debt measure, most
notably accrued employee superannuation liabilities.

A limitation of the net debt measure is that the sale of physical assets decreases net
debt, with proceeds from sales increasing financial assets. Net worth recognises that
the increase in financial assets has been funded by a decrease in physical assets.

'DWD

As there are unresolved methodological issues involved in consolidating non-financial
public sector data and with some jurisdictions yet to make the transition to accrual
accounting this section presents consolidated general government net worth data
through 2001-02. Table 4 shows general government net worth data by level of
government.

7UHQGV

The State/local general government sector has an estimated positive net worth of
55.4 per cent of GDP in 2001-02. The Commonwealth general government sector has
historically recorded negative net worth. This difference primarily reflects the
significant funding provided by the Commonwealth to the States for capital works,
with the resultant assets recorded in the States’ balance sheets.
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&RQFHSW

Net interest outlays is a cash measure that is defined as interest payments on gross
debt less interest received on loans and advances, and is affected by the volume of net
debt on issue and by interest rates.

7UHQGV

Chart 6 shows the trend in general government net interest payments by level of
government. Total general government net interest outlays peaked in 1995-96 at
2.2 per cent of GDP due to the increased level of Commonwealth general government
net debt. Net interest outlays have since decreased to an expected 0.8 per cent in
2000-01 due to lower interest rates and reduced Commonwealth and State/local
general government net debt.

The contribution of the PNFC sector to non-financial public sector net interest outlays
has decreased significantly in recent years, as reduced capital outlays, improved PNFC
performance and privatisations have reduced PNFC sector net debt as a share of GDP.
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This Appendix provides an overview of the size and structure of Australia’s public
sector to assist in interpreting the trends discussed elsewhere in this statement.

&KDUW $�� &RQWULEXWLRQ RI SXEOLF DQG SULYDWH VHFWRUV

7RWDO HPSOR\PHQW�

'HFHPEHU ����

'RPHVWLF GHPDQG�

'HFHPEHU TXDUWHU ����

&RPPRQZHDOWK

6WDWH�ORFDO

3ULYDWH

3XEOLF ILQDO FRQVXPSWLRQ H[SHQGLWXUH

3XEOLF JURVV IL[HG FDSLWDO IRUPDWLRQ

3ULYDWH GHPDQG

As shown in Chart A1, the public sector directly accounts for around 20 per cent of
civilian employment and 23 per cent of final domestic demand.1 The State/local level
accounts for 83 per cent of total public sector civilian employment and 17 per cent of
total employment, reflecting its major responsibilities for service delivery in the areas
of education, health, transport, and public order and safety.

There are significant differences in the roles and responsibilities of the two main levels
of government. Major Commonwealth expenses include transfer payments in relation
to social security, welfare, health and defence expenditure. The Commonwealth also
has an important role in funding education and health services provided by the States
and the private sector.

                                                          

1 Transfer payments by the Commonwealth — for example, income support — are not
included in public final demand.
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����

7DEOH %�� 1RQ�ILQDQFLDO SXEOLF VHFWRU FDVK VXUSOXV E\ OHYHO RI JRYHUQPHQW DV

D SHUFHQWDJH RI *'3�D�

&RPPRQZHDOWK 6WDWH�ORFDO &RQVROLGDWHG�E�

������� ��� ���� ����

������� ��� ���� ���

������� ��� ���� ����

������� ���� ���� ����

������� ���� ���� ����

������� ���� ���� ����

������� ���� ��� ����

������� ���� ��� ����

������� ���� ��� ����

������� ���� ��� ����

������� ��� ��� ���

������� ��� ���� ����

������� ��� ��� ���

��������H� ��� ��� ���

��������H� ��� QD QD

�D� 'DWD DUH VRXUFHG IURP WKH $%6 ������� *RYHUQPHQW )LQDQFH 6WDWLVWLFV� ������� *RYHUQPHQW )LQDQFLDO

(VWLPDWHV� 6WDWH DQG 7HUULWRU\ ��������� EXGJHW RXWFRPHV� ������� PLG \HDU XSGDWHV DQG �������

EXGJHWV ZKHUH DYDLODEOH� DQG 7UHDVXU\ HVWLPDWHV�

�E� &RQVROLGDWHG JRYHUQPHQW LQFOXGHV &RPPRQZHDOWK DQG 6WDWH�ORFDO JRYHUQPHQWV DQG XQLYHUVLWLHV�

�H� (VWLPDWHV�

QD 'DWD QRW DYDLODEOH�



����

7DEOH %�� *HQHUDO JRYHUQPHQW QHW LQWHUHVW RXWOD\V E\ OHYHO RI JRYHUQPHQW�D�

�P 3HU FHQW RI *'3 �P 3HU FHQW RI *'3

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ���� ���� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

������� ����� ��� ����� ���

��������H� ����� ��� ��� ���

��������H� ����� ��� QD QD

��������S� ����� ��� QD QD

��������S� ����� ��� QD QD

��������S� ����� ��� QD QD

&RPPRQZHDOWK 6WDWH�ORFDO

�D� 'DWD DUH VRXUFHG IURP WKH $%6 ������� *RYHUQPHQW )LQDQFH 6WDWLVWLFV DQG ������� *RYHUQPHQW

)LQDQFLDO (VWLPDWHV�

�H� (VWLPDWHV�

�S� 3URMHFWLRQV�



�
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7DEOH %�� 1RQ�ILQDQFLDO SXEOLF VHFWRU QHW GHEW�D�

3HU FHQW 3HU FHQW 3HU FHQW 3HU FHQW 3HU FHQW

�P RI *'3 �P RI *'3 �P RI *'3 �P RI *'3 �P RI *'3

������� ������ ��� ������ ��� ������ ���� ������ ���� ������� ����

������� ������ ��� ������ ��� ������ ���� ������ ���� ������ ����

������� ������ ��� ������ ��� ������ ��� ������ ���� ������ ����

������� ������ ��� ������ ��� ������ ���� ������ ���� ������� ����

������� ������ ��� ������ ��� ������ ���� ������ ���� ������� ����

������� ������ ���� ������ ���� ������ ���� ������ ���� ������� ����

������� ������ ���� ������ ��� ������� ���� ������ ���� ������� ����

������� ������ ���� ������ ��� ������� ���� ������ ��� ������� ����

������� ������ ���� ������ ��� ������� ���� ������ ��� ������� ����

������� ������ ���� ������ ��� ������� ���� ������ ��� ������� ����

������� ������ ���� ������ ��� ������ ���� ������ ��� ������� ����

������� ������ ���� ������ ��� ������ ���� ������ ��� ������� ����

������� ������ ��� ����� ��� ������ ��� ������ ��� ������ ����

��������H� ������ ��� ����� ��� ������ ��� ������ ��� ������ ����

��������H� ������ ��� �� ��� ������ ��� QD QD QD QD

��������S� ������ ��� ���� ���� ������ ��� QD QD QD QD

��������S� ������ ��� ������ ���� ������ ��� QD QD QD QD

��������S� ������ ���� QD QD QD QD QD QD QD QD

*HQHUDO JRYHUQPHQW 1RQ�ILQDQFLDO SXEOLF VHFWRU31)&V

&RQVROLGDWHG�E� &RQVROLGDWHG�E�&RQVROLGDWHG�E�&RPPRQZHDOWK 6WDWH�ORFDO

�D� 'DWD DUH VRXUFHG IURP WKH $%6 ���� 3XEOLF 6HFWRU )LQDQFLDO $VVHWV DQG /LDELOLWLHV� ������� *RYHUQPHQW )LQDQFH 6WDWLVWLFV� ��������� DQG ������� *RYHUQPHQW

)LQDQFLDO (VWLPDWHV� 6WDWH DQG 7HUULWRU\ ��������� EXGJHW RXWFRPHV� ������� PLG \HDU XSGDWHV DQG ������� EXGJHWV ZKHUH DYDLODEOH� DQG 7UHDVXU\ HVWLPDWHV�
�E� &RQVROLGDWHG JRYHUQPHQW LQFOXGHV &RPPRQZHDOWK DQG 6WDWH�ORFDO JRYHUQPHQWV DQG XQLYHUVLWLHV�
�H� (VWLPDWHV�
�T� 3URMHFWLRQV�
QD 'DWD QRW DYDLODEOH�
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*RYHUQPHQW )LQDQFH 6WDWLVWLFV 6WDWHPHQWV������������������������������������������������������������





���

�����������	��
���
������������������������

����������

The financial tables presented in this Statement are prepared in accordance with the
Australian Bureau of Statistics (ABS) accrual Government Finance Statistics (GFS)
framework.

Under the Uniform Presentation Framework (UPF) — an agreement between the
Commonwealth, States and Territories — all jurisdictions are required to publish a
common core of GFS consistent financial information in their budget papers. This
Statement presents Commonwealth data on a GFS basis, as required by the UPF.

The statistical tables that are presented below include an operating statement, balance
sheet and cash flow statement for the Commonwealth general government, public
non-financial sector corporations (PNFC) and total non-financial public sectors.

The clear policy intent of the Intergovernmental Agreement on Commonwealth-State
Financial Arrangements is that GST is collected by the Commonwealth, as an agent for
the States and Territories, and appropriated to the States. As such, it is not shown as
Commonwealth revenue elsewhere throughout this Budget paper. However, the tables
in this Statement are presented consistent with ABS standards, on an accrual UPF
reporting basis, and show GST as revenue in and expenses out.

 Consistent with ABS practice, transactions between the Commonwealth general
government and PNFC sectors are included in the tables produced for these sectors,
but are removed from the total non-financial sector tables as they are transactions
internal to that sector.

Transactions between the Commonwealth public financial corporations (PFC) sector
and the general government and PNFC sectors are included in the relevant tables.
These transactions include income transfers such as dividends paid to general
government, net advances paid by general government to PFCs and taxes paid by
PFCs.

Statement 11 provides reconciliations between key GFS aggregates and their
Australian Accounting Standard No. 31 (AAS31) counterparts.
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7DEOH �� *HQHUDO JRYHUQPHQW VHFWRU RSHUDWLQJ VWDWHPHQW

������� ������� ������� ������� �������

�P �P �P �P �P

*)6 UHYHQXH

7D[DWLRQ UHYHQXH ������� ������� ������� ������� �������

&XUUHQW JUDQWV DQG VXEVLGLHV � � � � �

6DOHV RI JRRGV DQG VHUYLFHV ����� ����� ����� ����� �����

,QWHUHVW LQFRPH ����� ��� ��� ����� �����

'LYLGHQG LQFRPH ����� ����� ����� ����� �����

2WKHU ����� ����� ����� ����� �����

7RWDO *)6 UHYHQXH ������� ������� ������� ������� �������

*)6 H[SHQVHV

*URVV RSHUDWLQJ H[SHQVHV

'HSUHFLDWLRQ ����� ����� ����� ����� �����

6XSHUDQQXDWLRQ ����� ����� ����� ����� �����

6DODULHV DQG ZDJHV ����� ����� ����� ����� �����

3D\PHQW IRU VXSSO\ RI JRRGV DQG VHUYLFHV ������ ������ ������ ������ ������

2WKHU RSHUDWLQJ H[SHQVHV ����� ����� ����� ����� �����

7RWDO JURVV RSHUDWLQJ H[SHQVHV ������ ������ ������ ������ ������

1RPLQDO VXSHUDQQXDWLRQ LQWHUHVW H[SHQVH ����� ����� ����� ����� �����

2WKHU LQWHUHVW H[SHQVHV ����� ����� ����� ����� �����

2WKHU SURSHUW\ H[SHQVHV � � � � �

&XUUHQW WUDQVIHUV

*UDQW H[SHQVHV ������ ������ ������ ������ ������

6XEVLG\ H[SHQVHV ����� ����� ����� ����� �����

'LUHFW SHUVRQDO EHQHILW SD\PHQWV ������ ������ ������ ������ ������

2WKHU FXUUHQW WUDQVIHUV � � � � �

7RWDO FXUUHQW WUDQVIHUV ������� ������� ������� ������� �������

&DSLWDO WUDQVIHUV�D� ����� ����� ����� ����� �����

7RWDO *)6 H[SHQVHV ������� ������� ������� ������� �������

1HW RSHUDWLQJ EDODQFH ����� ������ ������ ����� �����

1HW DFTXLVLWLRQ RI QRQ�ILQDQFLDO DVVHWV

*URVV IL[HG FDSLWDO IRUPDWLRQ ��� ��� ����� ����� �����

OHVV 'HSUHFLDWLRQ ����� ����� ����� ����� �����

SOXV &KDQJH LQ LQYHQWRULHV ��� �� �� ��� ���

SOXV 2WKHU PRYHPHQWV LQ QRQ�ILQDQFLDO

DVVHWV ������ ��� ���� ���� ����

7RWDO QHW DFTXLVLWLRQ RI QRQ�ILQDQFLDO

DVVHWV ������ ������ ���� ���� ����

1HW OHQGLQJ�ILVFDO EDODQFH�E� ����� ���� ������ ����� �����

*HQHUDO *RYHUQPHQW

�D� *UDQWV WKDW DUH XOWLPDWHO\ XVHG IRU FDSLWDO SURMHFWV� 7KLV LV WKH ILUVW %XGJHW ZKHUH DOO VXFK JUDQWV KDYH
EHHQ LGHQWLILHG DQG VHSDUDWHG IURP FXUUHQW JUDQWV�

�E� *)6 QHW OHQGLQJ DOVR HTXDOV QHW WUDQVDFWLRQV LQ ILQDQFLDO DVVHWV OHVV QHW WUDQVDFWLRQV LQ OLDELOLWLHV� 7KH
WHUP µILVFDO EDODQFH¶ LV QRW XVHG E\ WKH $%6�



���

7DEOH �� *HQHUDO JRYHUQPHQW VHFWRU EDODQFH VKHHW

������� ������� ������� ������� �������

�P �P �P �P �P

*)6 DVVHWV

)LQDQFLDO DVVHWV

&DVK DQG GHSRVLWV ����� ��� ��� ��� ���

$GYDQFHV SDLG ������ ������ ������ ������ ������

,QYHVWPHQWV� ORDQV DQG SODFHPHQWV ����� ����� ����� ����� �����

2WKHU QRQ�HTXLW\ DVVHWV ������ ������ ������ ������ ������

(TXLW\ ������ ������ ������ ������ ������

7RWDO ILQDQFLDO DVVHWV ������� ������� ������� ������ ������

1RQ�ILQDQFLDO DVVHWV

/DQG ����� ����� ����� ����� �����

%XLOGLQJV ������ ������ ������ ������ ������

3ODQW� HTXLSPHQW DQG LQIUDVWUXFWXUH ����� ������ ������ ������ ������

,QYHQWRULHV ����� ����� ����� ����� �����

2WKHU QRQ�ILQDQFLDO DVVHWV ����� ����� ����� ����� �����

7RWDO QRQ�ILQDQFLDO DVVHWV ������ ������ ������ ������ ������

7RWDO *)6 DVVHWV ������� ������� ������� ������� �������

*)6 OLDELOLWLHV

'HSRVLWV KHOG �� �� �� �� ��

$GYDQFHV UHFHLYHG � � � � �

*RYHUQPHQW VHFXULWLHV ������ ������ ������ ������ ������

/RDQV ������ ������ ������ ������ ������

2WKHU ERUURZLQJ ��� ��� ��� ��� ���

6XSHUDQQXDWLRQ OLDELOLW\ ������ ������ ������ ������ ������

2WKHU HPSOR\HH HQWLWOHPHQWV DQG SURYLVLRQV ����� ����� ����� ����� �����

2WKHU QRQ�HTXLW\ OLDELOLWLHV ������ ������ ������ ������ ������

7RWDO *)6 OLDELOLWLHV ������� ������� ������� ������� �������

1HW ZRUWK�D� ������� ������� ������� ������� �������

1HW ILQDQFLDO ZRUWK�E� ������� ������� ������� ������� �������

1HW GHEW�F� ������ ������ ������ ������ ������

*HQHUDO *RYHUQPHQW

�D� 1HW ZRUWK LV FDOFXODWHG DV DVVHWV OHVV OLDELOLWLHV�
�E� 1HW ILQDQFLDO ZRUWK HTXDOV WRWDO ILQDQFLDO DVVHWV OHVV WRWDO OLDELOLWLHV�
�F� 1HW GHEW HTXDOV WKH VXP RI GHSRVLWV KHOG� DGYDQFHV UHFHLYHG DQG ERUURZLQJ� OHVV WKH VXP RI FDVK DQG

GHSRVLWV� DGYDQFHV SDLG� DQG LQYHVWPHQWV� ORDQV DQG SODFHPHQWV�



���

7DEOH �� *HQHUDO JRYHUQPHQW VHFWRU FDVK IORZ VWDWHPHQW�D�

������� ������� ������� ������� �������

�P �P �P �P �P

&DVK UHFHLSWV IURP

RSHUDWLQJ DFWLYLWLHV

7D[HV UHFHLYHG ������� ������� ������� ������� �������

5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV ����� ����� ����� ����� �����

*UDQWV�VXEVLGLHV UHFHLYHG � � � � �

,QWHUHVW UHFHLSWV ����� ��� ��� ����� �����

'LYLGHQGV ����� ����� ����� ����� �����

*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV ����� ����� ����� ����� �����

2WKHU UHFHLSWV ����� ����� ����� ����� �����

7RWDO UHFHLSWV ������� ������� ������� ������� �������

&DVK SD\PHQWV IRU

RSHUDWLQJ DFWLYLWLHV

3D\PHQWV IRU JRRGV DQG VHUYLFHV ������� ������� ������� ������� �������

*UDQWV DQG VXEVLGLHV SDLG ������� ������� ������� ������� �������

,QWHUHVW SDLG ������ ������ ������ ������ ������

'LUHFW SHUVRQDO EHQHILW SD\PHQWV ������� ������� ������� ������� �������

6DODULHV� ZDJHV DQG RWKHU HQWLWOHPHQWV ������� ������� ������� ������� �������

*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV ������ ������ ������ ������ ������

2WKHU SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV ������ ������ ������ ������ ������

7RWDO SD\PHQWV �������� �������� �������� �������� ��������

&DVK IORZV IURP RSHUDWLQJ DFWLYLWLHV ����� ����� ����� ����� �����

&DVK IORZV IURP LQYHVWPHQWV LQ

QRQ�ILQDQFLDO DVVHWV

6DOHV RI QRQ�ILQDQFLDO DVVHWV ����� ����� ��� ��� ���

OHVV 3XUFKDVHV RI QHZ DQG VHFRQGKDQG

QRQ�ILQDQFLDO DVVHWV ������ ������ ������ ������ ������

1HW FDVK IORZV IURP LQYHVWPHQWV LQ

QRQ�ILQDQFLDO DVVHWV ��� ��� ������ ������ ������

1HW FDVK IORZV IURP LQYHVWPHQWV LQ

ILQDQFLDO DVVHWV IRU SROLF\ SXUSRVHV ����� ����� ������ ������ ������

&DVK IORZV IURP LQYHVWPHQWV LQ

ILQDQFLDO DVVHWV IRU OLTXLGLW\ SXUSRVHV

,QFUHDVH LQ LQYHVWPHQWV ����� ���� ���� ���� ����

1HW FDVK IORZV IURP LQYHVWPHQWV LQ

ILQDQFLDO DVVHWV IRU OLTXLGLW\ ����� ���� ���� ���� ����

SXUSRVHV

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

$GYDQFHV UHFHLYHG �QHW� � � � � �

%RUURZLQJ �QHW� ������� ������ ��� ������� �������

'HSRVLWV UHFHLYHG �QHW� � �� � � �

2WKHU ILQDQFLQJ �QHW� ���� ���� ��� ��� ���

1HW FDVK IORZV IURP ILQDQFLQJ ������� ������ ��� ������� �������

DFWLYLWLHV

1HW LQFUHDVH�GHFUHDVH LQ FDVK KHOG ������ ���� ���� ���� ����

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV

DQG LQYHVWPHQWV LQ QRQ�ILQDQFLDO

DVVHWV ����� ����� ����� ����� �����

OHVV )LQDQFH OHDVHV 	 VLPLODU �� ��� ��� � �

DUUDQJHPHQWV�E�

(TXDOV VXUSOXV����GHILFLW��� ����� ����� ����� ����� �����

*HQHUDO JRYHUQPHQW

�D� $ SRVLWLYH QXPEHU GHQRWHV D FDVK LQIORZ� D QHJDWLYH VLJQ GHQRWHV D FDVK RXWIORZ�
�E� )LQDQFH OHDVHV DUH GHGXFWHG LQ FRPSLOLQJ WKH VXUSOXV�GHILFLW�



���

7DEOH �� 3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV VHFWRU RSHUDWLQJ VWDWHPHQW�D�

3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV

������� �������

�P �P

*)6 UHYHQXH

&XUUHQW JUDQWV DQG VXEVLGLHV ��� ���

6DOHV RI JRRGV DQG VHUYLFHV ������ ������

,QWHUHVW LQFRPH �� ��

2WKHU �� ��

7RWDO *)6 UHYHQXH ������ ������

*)6 H[SHQVHV

*URVV RSHUDWLQJ H[SHQVHV

'HSUHFLDWLRQ ����� �����

2WKHU RSHUDWLQJ H[SHQVHV ������ ������

7RWDO JURVV RSHUDWLQJ H[SHQVHV ������ ������

,QWHUHVW H[SHQVHV ����� �����

2WKHU SURSHUW\ H[SHQVHV ����� �����

&XUUHQW WUDQVIHUV

7D[ H[SHQVHV ����� �����

2WKHU FXUUHQW WUDQVIHUV � �

7RWDO FXUUHQW WUDQVIHUV ����� �����

&DSLWDO WUDQVIHUV � �

7RWDO *)6 H[SHQVHV ������ ������

1HW RSHUDWLQJ EDODQFH ����� �����

1HW DFTXLVLWLRQ RI QRQ�ILQDQFLDO DVVHWV

*URVV IL[HG FDSLWDO IRUPDWLRQ ����� �����

OHVV 'HSUHFLDWLRQ ����� �����

SOXV &KDQJH LQ LQYHQWRULHV �� ��

HTXDOV 7RWDO QHW FDSLWDO IRUPDWLRQ ����� ���

SOXV 2WKHU PRYHPHQWV LQ QRQ�ILQDQFLDO DVVHWV ��� ���

7RWDO QHW DFTXLVLWLRQ RI QRQ�ILQDQFLDO DVVHWV ����� ���

1HW OHQGLQJ�ILVFDO EDODQFH�E� ����� �����

�D� )RU D OLVW RI PDMRU 31)&V� VHH 6WDWHPHQW ���
�E� *)6 QHW OHQGLQJ DOVR HTXDOV QHW WUDQVDFWLRQV LQ ILQDQFLDO DVVHWV OHVV QHW WUDQVDFWLRQ LQ OLDELOLWLHV�

7KH WHUP µILVFDO EDODQFH¶ LV QRW XVHG E\ WKH $%6�



���

7DEOH �� 3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV VHFWRU EDODQFH VKHHW

3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV

������� �������

�P �P

*)6 DVVHWV

)LQDQFLDO DVVHWV

&DVK DQG GHSRVLWV ����� �����

$GYDQFHV SDLG � �

,QYHVWPHQWV� ORDQV DQG SODFHPHQWV ����� �����

2WKHU QRQ�HTXLW\ DVVHWV ����� �����

(TXLW\ � �

7RWDO ILQDQFLDO DVVHWV ������ ������

1RQ�ILQDQFLDO DVVHWV

/DQG DQG IL[HG DVVHWV ������ ������

2WKHU QRQ�ILQDQFLDO DVVHWV ����� �����

7RWDO QRQ�ILQDQFLDO DVVHWV ������ ������

7RWDO *)6 DVVHWV ������ ������

*)6 OLDELOLWLHV

'HSRVLWV KHOG � �

$GYDQFHV UHFHLYHG �� �

%RUURZLQJ ������ ������

3URYLVLRQV �RWKHU WKDQ GHSUHFLDWLRQ DQG EDG GHEWV� ����� �����

2WKHU QRQ�HTXLW\ OLDELOLWLHV ����� �����

7RWDO *)6 OLDELOLWLHV ������ ������

6KDUHV DQG FRQWULEXWHG FDSLWDO ������ ������

1HW ZRUWK�D� ������� �������

1HW ILQDQFLDO ZRUWK�E� �������� ��������

1HW GHEW�F� ����� �����

�D� 1HW ZRUWK LV FDOFXODWHG DV DVVHWV OHVV OLDELOLWLHV OHVV VKDUHV DQG RWKHU FRQWULEXWHG FDSLWDO� 7KH QHJDWLYH
QHW ZRUWK UHFRUGHG IRU WKLV VHFWRU UHIOHFWV D KLJKHU YDOXDWLRQ RI OLVWHG &RPPRQZHDOWK FRUSRUDWLRQV E\ WKH
VKDUHPDUNHW WKDQ WKH YDOXH RI QHW DVVHWV UHFRUGHG E\ WKHVH FRUSRUDWLRQV�

�E� 1HW ILQDQFLDO ZRUWK HTXDOV WRWDO ILQDQFLDO DVVHWV OHVV WRWDO OLDELOLWLHV OHVV VKDUHV DQG RWKHU FRQWULEXWHG
FDSLWDO�

�F� 1HW GHEW HTXDOV WKH VXP RI GHSRVLWV KHOG� DGYDQFHV UHFHLYHG DQG ERUURZLQJ� OHVV WKH VXP RI FDVK DQG
GHSRVLWV� DGYDQFHV SDLG� DQG LQYHVWPHQWV� ORDQV DQG SODFHPHQWV�



���

7DEOH �� 3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV VHFWRU FDVK IORZ VWDWHPHQW�D�

3XEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV

������� �������

�P �P

&DVK UHFHLSWV IURP RSHUDWLQJ DFWLYLWLHV

5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV ������ ������

*UDQWV DQG VXEVLGLHV UHFHLYHG ��� ���

2WKHU UHFHLSWV ��� ���

7RWDO UHFHLSWV ������ ������

&DVK SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV

3D\PHQW IRU JRRGV DQG VHUYLFHV ������� �������

,QWHUHVW SDLG ������ ������

2WKHU SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV�E� ������ ������

7RWDO SD\PHQWV ������� �������

1HW FDVK IORZV IURP RSHUDWLQJ DFWLYLWLHV ����� �����

&DVK IORZV IURP LQYHVWPHQWV LQ QRQ�ILQDQFLDO DVVHWV

6DOHV RI QRQ�ILQDQFLDO DVVHWV ����� ���

OHVV 3XUFKDVHV RI QHZ DQG VHFRQGKDQG QRQ�ILQDQFLDO DVVHWV ������ ������

1HW FDVK IORZV IURP LQYHVWPHQWV LQ QRQ�ILQDQFLDO

DVVHWV ������ ������

&DVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU SROLF\ SXUSRVHV

1HW DGYDQFHV SDLG � �

1HW HTXLW\ DFTXLVLWLRQV� GLVSRVDOV DQG SULYDWLVDWLRQV � �

1HW FDVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU SROLF\ SXUSRVHV � �

&DVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU OLTXLGLW\ SXUSRVHV

,QFUHDVH LQ LQYHVWPHQWV ������ �

1HW FDVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU OLTXLGLW\ SXUSRVHV ������ �

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

$GYDQFHV UHFHLYHG �QHW� ��� ���

%RUURZLQJ �QHW� ����� ����

'HSRVLWV UHFHLYHG �QHW� � �

'LVWULEXWLRQV SDLG �QHW��F� ������ ������

2WKHU ILQDQFLQJ �QHW� ���� ����

1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHV ����� ������

1HW LQFUHDVH�GHFUHDVH LQ FDVK KHOG ���� ���

1HW FDVK IURP RSHUDWLRQV DQG LQYHVWPHQWV LQ

QRQ�ILQDQFLDO DVVHWV ����� �����

OHVV )LQDQFH OHDVHV DQG VLPLODU DUUDQJHPHQWV�G� � �

SOXV 'LVWULEXWLRQV SDLG ����� �����

(TXDOV VXUSOXV����GHILFLW��� ����� �����

�D� $ SRVLWLYH QXPEHU GHQRWHV D FDVK LQIORZ� D QHJDWLYH VLJQ GHQRWHV D FDVK RXWIORZ�
�E� µ2WKHU SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV¶ LQFOXGHV WKH FDVK IORZ WR WKH JHQHUDO JRYHUQPHQW VHFWRU IURP

31)& GLVWULEXWLRQV SDLG�
�F� µ'LVWULEXWLRQV SDLG¶ FRPSULVH 31)& GLYLGHQGV WR H[WHUQDO VKDUHKROGHUV�
�G� )LQDQFH OHDVHV DUH GHGXFWHG LQ FRPSLOLQJ WKH VXUSOXV�GHILFLW�



���

7DEOH �� 7RWDO QRQ�ILQDQFLDO SXEOLF VHFWRU RSHUDWLQJ VWDWHPHQW

7RWDO QRQ�ILQDQFLDO SXEOLF VHFWRU

������� �������

�P �P

*)6 UHYHQXH

7D[DWLRQ UHYHQXH ������� �������

&XUUHQW JUDQWV DQG VXEVLGLHV � �

6DOHV RI JRRGV DQG VHUYLFHV ������ ������

,QWHUHVW LQFRPH ����� �����

'LYLGHQG LQFRPH ��� �����

2WKHU ����� �����

7RWDO *)6 UHYHQXH ������� �������

*)6 H[SHQVHV

*URVV RSHUDWLQJ H[SHQVHV

'HSUHFLDWLRQ ����� �����

6XSHUDQQXDWLRQ ����� �����

6DODULHV DQG ZDJHV ����� �����

3D\PHQW IRU VXSSO\ RI JRRGV DQG VHUYLFHV ������ ������

2WKHU RSHUDWLQJ H[SHQVHV ������ ������

7RWDO JURVV RSHUDWLQJ H[SHQVHV ������ ������

1RPLQDO VXSHUDQQXDWLRQ LQWHUHVW H[SHQVH ����� �����

2WKHU LQWHUHVW H[SHQVHV ����� �����

2WKHU SURSHUW\ H[SHQVHV ����� �����

&XUUHQW WUDQVIHUV

*UDQW H[SHQVHV ������ ������

6XEVLG\ H[SHQVHV ����� �����

3HUVRQDO EHQHILW SD\PHQWV LQ FDVK ������ ������

2WKHU FXUUHQW WUDQVIHUV � �

7RWDO FXUUHQW WUDQVIHUV ������� �������

&DSLWDO WUDQVIHUV ����� �����

7RWDO *)6 H[SHQVHV ������� �������

1HW RSHUDWLQJ EDODQFH ����� �����

1HW DFTXLVLWLRQ RI QRQ�ILQDQFLDO DVVHWV

*URVV IL[HG FDSLWDO IRUPDWLRQ ����� �����

OHVV 'HSUHFLDWLRQ ����� �����

SOXV &KDQJH LQ LQYHQWRULHV ��� ��

SOXV 2WKHU PRYHPHQWV LQ QRQ�ILQDQFLDO DVVHWV ������ ����

7RWDO LQFUHDVH LQ QHW QRQ�ILQDQFLDO DVVHWV ��� ����

1HW OHQGLQJ�ILVFDO EDODQFH�D� ����� �����

�D� *)6 QHW OHQGLQJ DOVR HTXDOV QHW WUDQVDFWLRQV LQ ILQDQFLDO DVVHWV OHVV QHW WUDQVDFWLRQ LQ OLDELOLWLHV�
7KH WHUP µILVFDO EDODQFH¶ LV QRW XVHG E\ WKH $%6�



����

7DEOH �� 7RWDO QRQ�ILQDQFLDO SXEOLF VHFWRU EDODQFH VKHHW
7RWDO 1RQ�ILQDQFLDO 3XEOLF 6HFWRU

������� �������

�P �P

*)6 DVVHWV

)LQDQFLDO DVVHWV

&DVK DQG GHSRVLWV ����� �����

$GYDQFHV SDLG ������ ������

,QYHVWPHQWV� ORDQV DQG SODFHPHQWV ������ ������

2WKHU QRQ�HTXLW\ DVVHWV ������ ������

(TXLW\ ������ ������

7RWDO ILQDQFLDO DVVHWV ������ ������

1RQ�ILQDQFLDO DVVHWV

/DQG DQG IL[HG DVVHWV ������ ������

2WKHU QRQ�ILQDQFLDO DVVHWV ����� �����

7RWDO QRQ�ILQDQFLDO DVVHWV ������ ������

7RWDO *)6 DVVHWV ������� �������

*)6 OLDELOLWLHV

'HSRVLWV KHOG �� ��

$GYDQFHV UHFHLYHG �� ��

*RYHUQPHQW VHFXULWLHV ������ ������

/RDQV ������ ������

2WKHU ERUURZLQJ ������ ������

6XSHUDQQXDWLRQ OLDELOLW\ ������ ������

2WKHU HPSOR\HH HQWLWOHPHQWV DQG SURYLVLRQV ������ ������

2WKHU QRQ�HTXLW\ OLDELOLWLHV ������ ������

7RWDO *)6 OLDELOLWLHV ������� �������

6KDUHV DQG RWKHU FRQWULEXWHG FDSLWDO ������ ������

1HW ZRUWK�D� �������� ��������

1HW ILQDQFLDO ZRUWK�E� �������� ��������

1HW GHEW�F� ������ ������

�D� 1HW ZRUWK LV FDOFXODWHG DV DVVHWV OHVV OLDELOLWLHV OHVV VKDUHV DQG RWKHU FRQWULEXWHG FDSLWDO�
�E� 1HW ILQDQFLDO ZRUWK HTXDOV WRWDO ILQDQFLDO DVVHWV OHVV WRWDO OLDELOLWLHV OHVV VKDUHV DQG RWKHU FRQWULEXWHG

FDSLWDO�
�F� 1HW GHEW HTXDOV WKH VXP RI GHSRVLWV KHOG� DGYDQFHV UHFHLYHG DQG ERUURZLQJ� OHVV WKH VXP RI FDVK DQG

GHSRVLWV� DGYDQFHV SDLG� DQG LQYHVWPHQWV� ORDQV DQG SODFHPHQWV�



����

7DEOH �� 7RWDO QRQ�ILQDQFLDO SXEOLF VHFWRU FDVK IORZ VWDWHPHQW�D�

7RWDO QRQ�ILQDQFLDO SXEOLF VHFWRU

������� �������

�P �P

&DVK UHFHLSWV IURP RSHUDWLQJ DFWLYLWLHV

7D[HV UHFHLYHG ������� �������

5HFHLSWV IURP VDOHV RI JRRGV DQG VHUYLFHV ������ ������

*UDQWV DQG VXEVLGLHV UHFHLYHG � �

,QWHUHVW UHFHLSWV ����� ���

'LYLGHQGV ����� �����

*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV ����� �����

2WKHU UHFHLSWV ����� �����

7RWDO UHFHLSWV ������� �������

&DVK SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV

3D\PHQWV IRU JRRGV DQG VHUYLFHV ������� �������

*UDQWV DQG VXEVLGLHV SDLG ������� �������

,QWHUHVW SDLG ������ ������

3HUVRQDO EHQHILW SD\PHQWV ������� �������

6DODULHV� ZDJHV DQG RWKHU HQWLWOHPHQWV ������� �������

*67 UHFHLSWV UHODWHG WR SXUFKDVHV�VDOHV ������ ������

2WKHU SD\PHQWV IRU RSHUDWLQJ DFWLYLWLHV ������ ������

7RWDO SD\PHQWV �������� ��������

1HW FDVK IORZV IURP RSHUDWLQJ DFWLYLWLHV ����� �����

&DVK IORZV IURP LQYHVWPHQWV LQ QRQ�ILQDQFLDO DVVHWV

6DOHV RI QRQ�ILQDQFLDO DVVHWV ����� �����

OHVV SXUFKDVHV RI QHZ DQG VHFRQGKDQG QRQ�ILQDQFLDO DVVHWV ������ ������

1HW FDVK IORZV IURP LQYHVWPHQWV LQ QRQ�ILQDQFLDO

DVVHWV ������ ������

1HW FDVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU SROLF\ SXUSRVHV ����� �����

&DVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU OLTXLGLW\ SXUSRVHV

,QFUHDVH LQ LQYHVWPHQWV ����� ����

1HW FDVK IORZV IURP LQYHVWPHQWV LQ ILQDQFLDO DVVHWV

IRU OLTXLGLW\ SXUSRVHV ����� ����

&DVK IORZV IURP ILQDQFLQJ DFWLYLWLHV

$GYDQFHV UHFHLYHG �QHW� � �

%RUURZLQJ �QHW� ������� ������

'HSRVLWV UHFHLYHG �QHW� � ��

'LVWULEXWLRQV SDLG �QHW��E� ������ ������

2WKHU ILQDQFLQJ �QHW� ���� ����

1HW FDVK IORZV IURP ILQDQFLQJ DFWLYLWLHV ������� ������

1HW LQFUHDVH�GHFUHDVH LQ FDVK KHOG ������ ����

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV DQG LQYHVWPHQWV

LQ QRQ�ILQDQFLDO DVVHWV ����� �����

OHVV )LQDQFH OHDVHV DQG VLPLODU DUUDQJHPHQWV�F� �� ���

SOXV 'LVWULEXWLRQV SDLG ����� �����

(TXDOV VXUSOXV����GHILFLW��� ����� �����

�D� $ SRVLWLYH QXPEHU GHQRWHV D FDVK LQIORZ� D QHJDWLYH VLJQ GHQRWHV D FDVK RXWIORZ�
�E� µ'LVWULEXWLRQV SDLG¶ FRPSULVH 31)& GLYLGHQGV WR H[WHUQDO VKDUHKROGHUV�
�F� )LQDQFH OHDVHV DUH GHGXFWHG LQ FRPSLOLQJ WKH VXUSOXV�GHILFLW�



����

7DEOH ��� *HQHUDO JRYHUQPHQW VHFWRU WD[DWLRQ UHYHQXH E\ VRXUFH

������� �������

�P �P

7D[HV RQ LQFRPH� SURILWV DQG FDSLWDO JDLQV

,QFRPH DQG FDSLWDO JDLQV OHYLHG RQ LQGLYLGXDOV ������ ������

,QFRPH DQG FDSLWDO JDLQV OHYLHG RQ HQWHUSULVHV ������ ������

,QFRPH WD[HV OHYLHG RQ QRQ�UHVLGHQWV ����� �����

7RWDO ������� �������

7D[HV RQ HPSOR\HUV
 SD\UROO DQG ODERXU IRUFH ����� �����

7D[HV RQ SURSHUW\ �� ��

7D[HV RQ WKH SURYLVLRQ RI JRRGV DQG VHUYLFHV

6DOHV�JRRGV DQG VHUYLFHV WD[ ������ ������

([FLVHV DQG OHYLHV ������ ������

7D[HV RQ LQWHUQDWLRQDO WUDGH ����� �����

2WKHU � �

7RWDO ������ ������

7D[HV RQ XVH RI JRRGV DQG SHUIRUPDQFH RI DFWLYLWLHV ��� ���

7RWDO *)6 WD[DWLRQ UHYHQXH ������� �������

*HQHUDO JRYHUQPHQW VHFWRU

The UPF also requires the publication of data on general government sector expenses
by function. The data are not shown in this Statement, as they have been published
earlier, in Statement 6. However, the data in Statement 6 treat the GST as a State tax,
and hence exclude GST payments to the States.
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%XGJHW )LQDQFLDO 6WDWHPHQWV������������������������������������������������������������������������������������

6WDWLVWLFV� FRQFHSWV DQG QRWHV WR WKH $$6�� )LQDQFLDO 6WDWHPHQWV �����������������

$SSHQGLFHV

$SSHQGL[ $� $GGLWLRQDO DJHQF\ VWDWLVWLFV ������������������������������������������������������������������������ �����

$SSHQGL[ %� 6WDWHPHQW RI 5LVNV������������������������������������������������������������������������������������ �����
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The financial tables presented in this Statement have been prepared on an accrual basis
in accordance with applicable Australian Accounting Standards, including Australian
Accounting Standard No. 31 Financial Reporting by Governments (AAS31), except
where departures from the standard are identified in Note 1.

A reconciliation between the Commonwealth’s general government AAS31 and
Government Finance Statistics (GFS) revenue, expenses and operating results is
provided in Statement 11.



����

7DEOH �� 6WDWHPHQW RI UHYHQXH DQG H[SHQVHV IRU WKH &RPPRQZHDOWK

JHQHUDO JRYHUQPHQW VHFWRU ² $$6��
1RWH

������� ������� ������� ������� �������

�P �P �P �P �P

5HYHQXHV

7D[DWLRQ

,QFRPH WD[ � ������� ������� ������� ������� �������

,QGLUHFW WD[ � ������ ������ ������ ������ ������

)ULQJH %HQHILWV 7D[ ����� ����� ����� ����� �����

2WKHU WD[HV ����� ����� ����� ����� �����

7RWDO WD[DWLRQ UHYHQXH ������� ������� ������� ������� �������

1RQ�WD[DWLRQ

6DOHV RI JRRGV DQG VHUYLFHV ����� ����� ����� ����� �����

,QWHUHVW DQG GLYLGHQGV � ����� ����� ����� ����� �����

1HW IRUHLJQ H[FKDQJH JDLQV � �� � � �

1HW JDLQV IURP VDOHV RI DVVHWV ����� ��� �� ��� ���

2WKHU VRXUFHV RI QRQ�WD[ UHYHQXH � ����� ����� ����� ����� �����

7RWDO QRQ�WD[ UHYHQXH ������ ������ ������ ������ ������

7RWDO UHYHQXH ������� ������� ������� ������� �������

([SHQVHV

*RRGV DQG VHUYLFHV

(PSOR\HHV � ������ ������ ������ ������ ������

6XSSOLHUV � ������ ������ ������ ������ ������

'HSUHFLDWLRQ DQG DPRUWLVDWLRQ � ����� ����� ����� ����� �����

1HW ZULWH GRZQ RI DVVHWV ����� ����� ����� ����� �����

1HW IRUHLJQ H[FKDQJH ORVVHV ����� � � � �

1HW ORVVHV IURP WKH VDOH RI DVVHWV �� � � � �

2WKHU JRRGV DQG VHUYLFHV H[SHQVHV ����� ����� ����� ����� �����

7RWDO JRRGV DQG VHUYLFHV ������ ������ ������ ������ ������

6XEVLGLHV EHQHILWV DQG JUDQWV

3HUVRQDO EHQHILWV ������ ������ ������ ������ ������

6XEVLGLHV ����� ����� ����� ����� �����

*UDQWV �� ������ ������ ������ ������ ������

7RWDO VXEVLGLHV EHQHILWV DQG JUDQWV ������� ������� ������� ������� �������

,QWHUHVW DQG RWKHU ILQDQFLQJ FRVWV

,QWHUHVW ����� ����� ����� ����� �����

2WKHU )LQDQFLQJ &RVWV �� �� �� �� ��

7RWDO LQWHUHVW DQG RWKHU

ILQDQFLQJ FRVWV ����� ����� ����� ����� �����

7RWDO H[SHQVHV ������� ������� ������� ������� �������

2SHUDWLQJ UHVXOW ����� ������ ������ ����� �����

([WUDRUGLQDU\ LWHPV �� ��� � ������ ������

2SHUDWLQJ UHVXOW DIWHU

H[WUDRUGLQDU\ LWHPV ����� ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV
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7DEOH �� %DODQFH VKHHW IRU WKH &RPPRQZHDOWK JHQHUDO

JRYHUQPHQW VHFWRU ² $$6��

1RWH

������� ������� ������� ������� �������

�P �P �P �P �P

$VVHWV

)LQDQFLDO DVVHWV

&DVK ����� ��� ��� ��� ���

5HFHLYDEOHV ������ ������ ������ ������ ������

,QYHVWPHQWV �� ������ ������ ������ ������ ������

$FFUXHG UHYHQXH ��� ��� ��� ��� ���

2WKHU ILQDQFLDO DVVHWV �� �� �� �� ��

7RWDO ILQDQFLDO DVVHWV ������ ������ ������ ������ ������

1RQ�ILQDQFLDO DVVHWV ��

/DQG DQG EXLOGLQJV ������ ������ ������ ������ ������

,QIUDVWUXFWXUH ������ ������ ������ ������ ������

,QWDQJLEOHV ����� ����� ����� ����� �����

,QYHQWRULHV ����� ����� ����� ����� �����

2WKHU QRQ�ILQDQFLDO DVVHWV ����� ����� ����� ����� �����

7RWDO QRQ�ILQDQFLDO DVVHWV ������ ������ ������ ������ ������

7RWDO DVVHWV ������� ������� ������� ������� �������

/LDELOLWLHV

'HEW

*RYHUQPHQW VHFXULWLHV �� ������ ������ ������ ������ ������

/RDQV ����� ����� ����� ����� �����

/HDVHV ��� ��� ��� ��� ���

'HSRVLWV �� �� �� �� ��

2YHUGUDIWV � � � � �

2WKHU GHEW ����� ����� ����� ����� �����

7RWDO GHEW ������ ������ ������ ������ ������

3URYLVLRQV DQG SD\DEOHV

(PSOR\HHV �� ������ ������ ������ ������ ������

6XSSOLHUV ����� ����� ����� ����� �����

3HUVRQDO EHQHILWV SD\DEOH ����� ����� ����� ����� �����

6XEVLGLHV SD\DEOH ��� ��� ��� ��� ���

*UDQWV SD\DEOH �� ����� ����� ����� ����� �����

2WKHU SURYLVLRQV DQG SD\DEOHV ����� ����� ����� ����� �����

7RWDO SURYLVLRQV DQG SD\DEOHV ������� ������� ������� ������� �������

7RWDO OLDELOLWLHV ������� ������� ������� ������� �������

1HW DVVHWV ������� ������� ������� ������� �������

(TXLW\

$FFXPXODWHG UHVXOWV ������� ������� ������� ������� �������

5HVHUYHV ������ ������ ������ ������ ������

&DSLWDO � � � � �

7RWDO HTXLW\ ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV
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7DEOH �� 6WDWHPHQW RI FDVK IORZV IRU WKH &RPPRQZHDOWK JHQHUDO

JRYHUQPHQW VHFWRU ² $$6��
1RWH

������� ������� ������� ������� �������

�P �P �P �P �P

2SHUDWLQJ DFWLYLWLHV

&DVK UHFHLYHG

7D[HV �� ������� ������� ������� ������� �������

6DOHV RI JRRGV DQG VHUYLFHV ����� ����� ����� ����� �����

,QWHUHVW ����� ����� ����� ����� �����

'LYLGHQGV ����� ����� ����� ����� �����

2WKHU ����� ����� ����� ����� �����

7RWDO RSHUDWLQJ FDVK UHFHLYHG ������� ������� ������� ������� �������

&DVK XVHG

3D\PHQWV WR HPSOR\HHV ������ ������ ������ ������ ������

3D\PHQWV WR VXSSOLHUV ������ ������ ������ ������ ������

6XEVLGLHV SDLG ����� ����� ����� ����� �����

3HUVRQDO EHQHILWV ������ ������ ������ ������ ������

*UDQW SD\PHQWV ������ ������ ������ ������ ������

,QWHUHVW DQG RWKHU ILQDQFLQJ FRVWV ����� ����� ����� ����� �����

2WKHU ����� ����� ����� ����� �����

7RWDO RSHUDWLQJ FDVK XVHG ������� ������� ������� ������� �������

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV ����� ����� ����� ����� ������

,QYHVWLQJ DFWLYLWLHV

&DVK UHFHLYHG

3URFHHGV IURP DVVHW VDOHV SURJUDP ����� ����� �� ������ ������

3URFHHGV IURP VDOHV RI SURSHUW\�

SODQW DQG HTXLSPHQW DQG LQWDQJLEOHV ����� ����� ��� ��� ���

1HW ORDQV� DGYDQFHV DQG +(&6 ��� ��� � � �

2WKHU QHW LQYHVWLQJ FDVK UHFHLYHG � �� � � �

7RWDO LQYHVWLQJ FDVK UHFHLYHG ����� ����� ��� ������ ������

&DVK XVHG

3XUFKDVH RI SURSHUW\� SODQW DQG

HTXLSPHQW DQG LQWDQJLEOHV ����� ����� ����� ����� �����

1HW ORDQV� DGYDQFHV DQG +(&6 � � ��� ��� ���

2WKHU QHW LQYHVWLQJ FDVK SDLG �� ������ ��� ��� ��� ���

7RWDO LQYHVWLQJ FDVK XVHG ������ ����� ����� ����� �����

1HW FDVK IURP LQYHVWLQJ DFWLYLWLHV ������ ��� ������ ����� �����

)LQDQFLQJ DFWLYLWLHV

&DVK UHFHLYHG

1HW FDVK UHFHLYHG IURP FXUUHQF\

LVVXHV � � � � �

2WKHU � � ��� � �

7RWDO ILQDQFLQJ FDVK UHFHLYHG � � ��� � �

&DVK XVHG

1HW UHSD\PHQWV RI ERUURZLQJV �� ������ ����� � ������ ������

2WKHU ��� ��� ��� ��� ���

7RWDO ILQDQFLQJ FDVK XVHG ������ ����� ��� ������ ������

1HW FDVK IURP ILQDQFLQJ DFWLYLWLHV ������� ������ ���� ������� �������

1HW LQFUHDVH�GHFUHDVH LQ

FDVK KHOG ������ ���� ���� ���� ����

(VWLPDWHV 3URMHFWLRQV
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1RWH �� ([WHUQDO UHSRUWLQJ VWDQGDUGV

The Charter of Budget Honesty Act 1998 requires that the Budget be based on external
reporting standards and that departures from applicable external reporting standards
be identified.

The financial statements included in this Statement have been prepared on an accrual
basis in accordance with applicable Australian accounting standards, including
Australian Accounting Standard No. 31 ‘Financial Reporting by Governments’ (AAS31).
AAS31 is the relevant accounting standard for financial reporting by governments.

AAS31 requires adoption of the full accrual basis of accounting. This means that assets,
liabilities, revenues and expenses are recorded in financial statements when they have
their economic impact on the government, rather than when the cash flow associated
with these transactions occurs. Consistent with AAS31, an operating statement, a
balance sheet and a statement of cash flows have been prepared using estimates for the
budget year and the three forward years.

The accounting policies in this budget document are generally consistent with the
accounting policies in AAS31. While the scope for financial reporting recommended in
AAS31 is the Whole of Government (that is, the Commonwealth public sector), in
accordance with the Charter of Budget Honesty Act 1998, the budget presentation of
financial estimates covers the General Government sector only.

In relation to taxation revenue, AAS31 suggests revenue be recognised at the time the
income (or economic activity) giving rise to a tax liability occurs, where this can be
measured reliably. At this stage, the Commonwealth does not consider its taxation
revenues can be reliably measured on this basis for budget reporting purposes.
Taxation revenue is therefore recognised at the time a taxpayer makes a
self-assessment or when the Australian Taxation Office (ATO) or the Australian
Customs Service (ACS) raises a tax assessment.

The Commonwealth collected a number of taxes on an agency basis for the States and
Territories, principally ‘safety net’ surcharge collections until 1 July 2000 (which
replaced business franchise fees), mirror taxes on Commonwealth places and from
1 July 2000, the goods and services tax (GST). The revenue from these taxes is passed to
State and Territory Governments (with an adjustment for administration costs in the
case of safety net revenue and mirror taxes). Estimates of taxes collected by the
Commonwealth and passed to State and Territory Governments are provided
in Note 4.

In regard to GST revenue, AAS31 and other relevant accounting standards would
suggest the gross amount of GST be included in the Commonwealth’s financial
statements. However, the clear policy intent of the Intergovernmental Agreement on the
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Reform of Commonwealth-State Financial Relations (the IGA) is that the GST is a State tax
collected by the Commonwealth in an agency capacity. Therefore, accrued GST
revenues and associated payments to the States and Territories are not recorded in the
financial statements.

In addition, non-accounting standard classifications have been used in different
sections of the Budget. ‘Outcomes’ is a Commonwealth classification framework that
indicates the results, impacts or consequences of agencies’ activities. Functional
classifications used in some tables are based on standards maintained by the ABS, but
have been extended in some cases to provide greater detail.
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1RWH �� 5HFRQFLOLDWLRQ RI FDVK

������� ������� ������� ������� �������
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2SHUDWLQJ UHVXOW �UHYHQXHV OHVV H[SHQVHV� ����� ������ ������ ����� �����

OHVV 5HYHQXHV QRW SURYLGLQJ FDVK

)RUHLJQ H[FKDQJH JDLQV � �� � � �

*DLQV IURP DVVHW VDOHV SURJUDPPH � � � � �

*DLQV IURP VDOH RI DVVHWV ����� ��� �� ��� ���

2WKHU ��� ��� ��� ��� ���

7RWDO UHYHQXHV QRW SURYLGLQJ FDVK ����� ��� ��� ��� ���

SOXV ([SHQVHV QRW UHTXLULQJ FDVK

,QFUHDVH��'HFUHDVH� LQ HPSOR\HH HQWLWOHPHQWV ����� ����� ����� ����� �����

'HSUHFLDWLRQ�DPRUWLVDWLRQ H[SHQVH ����� ����� ����� ����� �����

3URYLVLRQ IRU EDG DQG GRXEWIXO GHEWV ��� ��� ��� ��� ���

3URYLVLRQ IRU GLPXQLWLRQ LQ YDOXH RI DVVHWV ��� ��� �� �� ��

/RVVHV IURP DVVHW VDOHV SURJUDPPH � � � � �

/RVVHV IURP VDOH RI DVVHWV �� � � � �

)RUHLJQ H[FKDQJH ORVVHV ����� � � � �

2WKHU �� � � � �

7RWDO H[SHQVHV QRW UHTXLULQJ FDVK ����� ����� ����� ����� �����

SOXV &DVK SURYLGHG E\ ZRUNLQJ FDSLWDO LWHPV

'HFUHDVH LQ LQYHQWRULHV ��� ��� ��� ��� ���

'HFUHDVH LQ UHFHLYDEOHV � ����� ����� ��� ���

'HFUHDVH LQ RWKHU ILQDQFLDO DVVHWV ��� � � � �

'HFUHDVH LQ RWKHU QRQ�ILQDQFLDO DVVHWV ��� � ��� �� ��

,QFUHDVH LQ EHQHILWV VXEVLGLHV DQG JUDQWV

SD\DEOH ����� ��� ��� ��� ���

,QFUHDVH LQ VXSSOLHUV
 OLDELOLWLHV � � � � �

,QFUHDVH LQ RWKHU SURYLVLRQV DQG SD\DEOHV �� � ��� � ��

7RWDO FDVK SURYLGHG E\ ZRUNLQJ FDSLWDO LWHPV ����� ����� ����� ��� �����

OHVV &DVK XVHG E\ ZRUNLQJ FDSLWDO LWHPV

,QFUHDVH LQ LQYHQWRULHV � � � � �

,QFUHDVH LQ UHFHLYDEOHV ����� � � � �

,QFUHDVH LQ RWKHU ILQDQFLDO DVVHWV � � � �� ��

'HFUHDVH LQ RWKHU QRQ�ILQDQFLDO DVVHWV � ��� � � �

'HFUHDVH LQ EHQHILWV VXEVLGLHV DQG JUDQWV

SD\DEOH ��� �� �� ��� ���

'HFUHDVH LQ RWKHU SURYLVLRQV DQG SD\DEOHV � �� � �� �

'HFUHDVH LQ VXSSOLHUV
 OLDELOLWLHV �� �� �� � ��

7RWDO FDVK XVHG E\ ZRUNLQJ FDSLWDO LWHPV ����� ��� �� ��� ���

HTXDOV 1HW FDVK IURP��WR� RSHUDWLQJ DFWLYLWLHV ����� ����� ����� ����� ������

1HW FDVK IURP��WR� LQYHVWLQJ DFWLYLWLHV ������ ��� ������ ����� �����

1HW FDVK IURP RSHUDWLQJ DFWLYLWLHV DQG

LQYHVWPHQW ������ ����� ��� ������ ������

1HW FDVK IURP��WR� ILQDQFLQJ DFWLYLWLHV ������� ������ ���� ������� �������

HTXDOV 1HW �GHFUHDVH��LQFUHDVH LQ FDVK ������ ���� ���� ���� ����

(VWLPDWHV 3URMHFWLRQV
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1RWH �� ,QFRPH WD[

������� ������� ������� ������� �������
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,QFRPH WD[

,QGLYLGXDOV �

*URVV 3$<* ZLWKKROGLQJ ������ ������ ������ ������ ������

*URVV 2WKHU LQGLYLGXDOV ������ ������ ������ ������ ������

OHVV� 5HIXQGV ������ ������ ������ ������ ������

7RWDO LQGLYLGXDOV ������ ������ ������ ������ �������

&RPSDQLHV ������ ������ ������ ������ ������

6XSHUDQQXDWLRQ IXQGV ����� ����� ����� ����� �����

2WKHU ZLWKKROGLQJ WD[ ����� ����� ����� ����� �����

3HWUROHXP UHVRXUFH UHQW WD[ ����� ����� ����� ��� ���

7RWDO LQFRPH WD[ ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV
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1RWH �� ,QGLUHFW WD[

������� ������� ������� ������� �������

�P �P �P �P �P

3HWUROHXP H[FLVH GXW\ ������ ������ ������ ������ ������

2I ZKLFK UHYHQXH UHSODFHPHQW ��� � � � �

/HVV WUDQVIHU WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW ��� � � � �

3HWUROHXP H[FLVH GXW\ UHYHQXH ������ ������ ������ ������ ������

2WKHU H[FLVH GXW\ ����� ����� ����� ����� �����

2I ZKLFK UHYHQXH UHSODFHPHQW �� � � � �

/HVV WUDQVIHU WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW �� � � � �

2WKHU H[FLVH GXW\ UHYHQXH ����� ����� ����� ����� �����

7RWDO H[FLVH GXW\ ������ ������ ������ ������ ������

2I ZKLFK UHYHQXH UHSODFHPHQW ��� � � � �

/HVV WUDQVIHU WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW ��� � � � �

7RWDO H[FLVH GXW\ UHYHQXH ������ ������ ������ ������ ������

&XVWRPV GXW\ ����� ����� ����� ����� �����

2I ZKLFK UHYHQXH UHSODFHPHQW � � � � �

/HVV WUDQVIHU WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW � � � � �

&XVWRPV GXW\ UHYHQXH ����� ����� ����� ����� �����

2WKHU LQGLUHFW WD[HV ����� ��� ��� ��� ���

2I ZKLFK UHYHQXH UHSODFHPHQW ��� � � � �

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW ��� � � � �

2WKHU LQGLUHFW WD[ UHYHQXH ����� ��� ��� ��� ���

*67 UHYHQXH ������ ������ ������ ������ ������

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR *67 UHYHQXH ������ ������ ������ ������ ������

*67 UHYHQXH � � � � �

0LUURU WD[HV ��� ��� ��� ��� ���

/HVV WUDQVIHUV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR PLUURU UHYHQXH ��� ��� ��� ��� ���

0LUURU WD[ UHYHQXH � � � � �

,QGLUHFW WD[ UHYHQXH ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV
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1RWH �� ,QWHUHVW DQG GLYLGHQGV

������� ������� ������� ������� �������

�P �P �P �P �P

,QWHUHVW

,QWHUHVW IURP RWKHU JRYHUQPHQWV

6WDWH DQG 7HUULWRU\ GHEW �� �� �� �� ��

KRXVLQJ DJUHHPHQWV ��� ��� ��� ��� ���

7RWDO LQWHUHVW IURP RWKHU JRYHUQPHQWV ��� ��� ��� ��� ���

,QWHUHVW IURP RWKHU VRXUFHV

6ZDS LQWHUHVW ����� ����� ����� ����� �����

$GYDQFHV �� �� �� �� ��

'HSRVLWV ��� � � � �

%LOOV UHFHLYDEOH � � � � �

%DQN GHSRVLWV �� ��� ��� ��� ���

2WKHU ��� ��� ��� ��� �����

7RWDO LQWHUHVW IURP RWKHU VRXUFHV ����� ����� ����� ����� �����

7RWDO LQWHUHVW ����� ����� ����� ����� �����

'LYLGHQGV

'LYLGHQGV IURP DVVRFLDWHG HQWLWLHV ����� ����� ����� ����� �����

2WKHU GLYLGHQGV �� �� �� �� ��

7RWDO GLYLGHQGV ����� ����� ����� ����� �����

7RWDO LQWHUHVW DQG GLYLGHQGV ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV

1RWH �� 2WKHU VRXUFHV RI QRQ�WD[DWLRQ UHYHQXH

������� ������� ������� ������� �������

�P �P �P �P �P

,QGXVWU\ FRQWULEXWLRQV �� �� �� �� ��

,QGH[DWLRQ RI +(&6 UHFHLYDEOH DQG RWKHU

VWXGHQW ORDQV ��� ��� ��� ��� ���

,QWHUQDWLRQDO 0RQHWDU\ )XQG UHODWHG UHYHQXH �� �� �� �� ��

2WKHU ����� ����� ����� ����� �����

7RWDO RWKHU VRXUFHV RI QRQ�WD[DWLRQ UHYHQXH ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV

1RWH �� (PSOR\HHV H[SHQVHV

������� ������� ������� ������� �������

�P �P �P �P �P

6DODULHV DQG ZDJHV�D� ����� ����� ����� ����� �����

/HDYH DQG RWKHU HQWLWOHPHQWV ��� ��� ��� ��� ���

6HSDUDWLRQV DQG UHGXQGDQFLHV �� �� �� �� ��

:RUNHUV FRPSHQVDWLRQ SUHPLXPV � � � � �

2WKHU LQFOXGLQJ VXSHUDQQXDWLRQ ����� ����� ����� ����� �����

7RWDO HPSOR\HHV H[SHQVHV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV

�D� 6DODULHV DQG ZDJHV GR QRW LQFOXGH VXSHUDQQXDWLRQ�
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1RWH �� 6XSSOLHUV H[SHQVHV

������� ������� ������� ������� �������

�P �P �P �P �P

6XSSO\ RI JRRGV DQG VHUYLFHV ����� ������ ������ ������ ������

2SHUDWLQJ OHDVH UHQWDO H[SHQVHV ��� ��� ��� ��� ���

2WKHU ����� ����� ����� ����� �����

7RWDO VXSSOLHUV H[SHQVHV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV

1RWH �� 'HSUHFLDWLRQ DQG DPRUWLVDWLRQ

������� ������� ������� ������� �������

�P �P �P �P �P

'HSUHFLDWLRQ

6SHFLDOLVW PLOLWDU\ HTXLSPHQW ����� ����� ����� ����� �����

%XLOGLQJV ��� ��� ��� ��� ���

2WKHU LQIUDVWUXFWXUH� SODQW DQG HTXLSPHQW ��� ��� ��� ��� ���

7RWDO GHSUHFLDWLRQ ����� ����� ����� ����� �����

7RWDO DPRUWLVDWLRQ ��� ��� ��� ��� ���

7RWDO GHSUHFLDWLRQ DQG DPRUWLVDWLRQ ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV

1RWH ��� *UDQWV

������� ������� ������� ������� �������

�P �P �P �P �P

6WDWH DQG 7HUULWRU\ JRYHUQPHQWV ������ ������ ������ ������ ������

1RQ�SURILW RUJDQLVDWLRQV ��� ����� ����� ����� �����

2YHUVHDV ��� ��� ��� ��� ���

3ULYDWH VHFWRU ��� ��� ��� ��� ���

/RFDO JRYHUQPHQWV ��� ��� ��� ��� ���

2WKHU ����� ����� ����� ����� �����

7RWDO JUDQWV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV



�����

1RWH ��� 1RQ�ILQDQFLDO DVVHWV

������� ������� ������� ������� �������

�P �P �P �P �P

/DQG DQG EXLOGLQJV

/DQG ����� ����� ����� ����� �����

%XLOGLQJV ������ ������ ������ ������ ������

7RWDO ODQG DQG EXLOGLQJV ������ ������ ������ ������ ������

,QIUDVWUXFWXUH

6SHFLDOLVW PLOLWDU\ HTXLSPHQW ������ ������ ������ ������ ������

2WKHU ����� ������ ������ ������ ������

7RWDO LQIUDVWUXFWXUH ������ ������ ������ ������ ������

,QWDQJLEOHV

&RPSXWHU VRIWZDUH ��� ��� ��� ��� ���

2WKHU ��� ��� ��� ��� ���

7RWDO LQWDQJLEOHV ����� ����� ����� ����� �����

,QYHQWRULHV ����� ����� ����� ����� �����

7RWDO LQYHQWRULHV ����� ����� ����� ����� �����

2WKHU QRQ�ILQDQFLDO DVVHWV

3UHSD\PHQWV ����� ����� ����� ����� �����

2WKHU ��� ��� ��� �� ��

7RWDO RWKHU QRQ�ILQDQFLDO DVVHWV ����� ����� ����� ����� �����

7RWDO QRQ�ILQDQFLDO DVVHWV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV

1RWH ��� (PSOR\HH OLDELOLWLHV

������� ������� ������� ������� �������

�P �P �P �P �P

6XSHUDQQXDWLRQ ������ ������ ������ ������ ������

/HDYH DQG RWKHU HQWLWOHPHQWV ����� ����� ����� ����� �����

$FFUXHG VDODULHV DQG ZDJHV ��� ��� ��� ��� ���

:RUNHUV FRPSHQVDWLRQ FODLPV ����� ����� ����� ����� �����

6HSDUDWLRQV DQG UHGXQGDQFLHV �� �� �� �� ��

:RUNHUV FRPSHQVDWLRQ SUHPLXPV � � � � �

2WKHU ����� ����� ����� ����� �����

7RWDO HPSOR\HH OLDELOLWLHV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV



�����

1RWH ��� *UDQWV SD\DEOH

������� ������� ������� ������� �������

�P �P �P �P �P

6WDWH DQG 7HUULWRU\ JRYHUQPHQWV ����� ����� ����� ����� �����

1RQ�SURILW RUJDQLVDWLRQV �� �� �� �� ��

3ULYDWH VHFWRU � � � � �

2YHUVHDV ����� ����� ����� ��� �����

/RFDO JRYHUQPHQWV � � � � �

2WKHU ����� ����� ����� ����� �����

7RWDO JUDQWV SD\DEOH ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV

1RWH ��� *RYHUQPHQW VHFXULWLHV

For 2000-01 and the forward years, transactions relating to government securities and
financial assets acquired for debt management purposes have been netted in the
balance sheet and cash flows. In the balance sheet, the financial assets — investments
category excludes financial assets acquired for debt management purposes, while the
debt — government securities category is shown net of financial assets acquired for debt
management purposes. Likewise, in the statement of cash flows, the investing
activities — cash used — other net investing cash paid category excludes cash used to
acquire financial assets for debt management purposes.

This netting treatment has been applied because of the considerable uncertainty
associated with the split between government securities and financial assets acquired
for debt management purposes. Debt management strategies in respect of government
securities and financial assets are highly dependent on prevailing market conditions
and other factors. The balance to be struck between gross debt retirement and financial
asset acquisition cannot be accurately estimated in advance.

1RWH ��� 7D[HV

������� ������� ������� ������� �������

�P �P �P �P �P

7RWDO WD[HV ������� ������� ������� ������� �������

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR UHYHQXH UHSODFHPHQW ��� � � � �

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR *67 UHYHQXH ������ ������ ������ ������ ������

/HVV SD\PHQWV WR 6WDWHV DQG 7HUULWRULHV

LQ UHODWLRQ WR PLUURU WD[ UHYHQXH �� ��� ��� ��� ���

7D[HV ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV



�����
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7DEOH $�� *HQHUDO JRYHUQPHQW H[SHQVHV E\ DJHQF\

������� ������� ������� ������� �������

�P �P �P �P �P

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV ����� ����� ����� ����� �����

DQG )RUHVWU\

$XVWUDOLDQ :RRO 5HVHDUFK DQG 3URPRWLRQ

2UJDQLVDWLRQ ��� � � � �

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW

&RUSRUDWLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

$WWRUQH\�*HQHUDO
V

$WWRUQH\�*HQHUDO
V 'HSDUWPHQW ��� ��� ��� ��� ���

$XVWUDOLDQ &XVWRPV 6HUYLFH ��� ��� ��� ��� ���

$XVWUDOLDQ )HGHUDO 3ROLFH ��� ��� ��� ��� ���

)DPLO\ &RXUW RI $XVWUDOLD ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

&RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV ��� ��� ��� ��� ���

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ��� ��� ��� ��� ���

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

'HIHQFH

'HSDUWPHQW RI 'HIHQFH ������ ������ ������ ������ ������

'HIHQFH +RXVLQJ $XWKRULW\ ��� ��� ��� ��� ���

7RWDO ������ ������ ������ ������ ������

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV ������ ������ ������ ������ ������

$XVWUDOLDQ 5HVHDUFK &RXQFLO ��� ��� ��� ��� ���

7RWDO ������ ������ ������ ������ ������

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH 5HODWLRQV

DQG 6PDOO %XVLQHVV ����� ����� ����� ����� �����

&RPFDUH ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

(QYLURQPHQW DQG +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ��� ��� ��� ��� ���

$XVWUDOLDQ *UHHQKRXVH 2IILFH �� ��� ��� ��� ���

7RWDO ����� ����� ��� ��� ���

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV ������ ������ ������ ������ ������

&HQWUHOLQN ����� ����� ����� ����� �����

7RWDO ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� *HQHUDO JRYHUQPHQW H[SHQVHV E\ DJHQF\ �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

)LQDQFH DQG $GPLQLVWUDWLRQ

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ ����� ����� ����� ����� �����

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ��� ��� �� ��� ���

2IILFH RI $VVHW 6DOHV DQG ,7 2XWVRXUFLQJ �� �� � � �

7RWDO ����� ����� ����� ����� �����

)RUHLJQ $IIDLUV DQG 7UDGH

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ��� ��� ��� ��� ���

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO

'HYHORSPHQW ����� ����� ����� ����� �����

$XVWUDOLDQ 7UDGH &RPPLVVLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

+HDOWK DQG $JHG &DUH

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ������ ������ ������ ������ ������

+HDOWK ,QVXUDQFH &RPPLVVLRQ ��� ��� ��� ��� ���

7RWDO ������ ������ ������ ������ ������

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

'HSDUWPHQW RI ,PPLJUDWLRQ DQG

0XOWLFXOWXUDO $IIDLUV ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH

DQG 5HVRXUFHV ����� ����� ����� ����� �����

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\

2UJDQLVDWLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ��� ��� ��� ��� ���

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO

5HVHDUFK 2UJDQLVDWLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

3ULPH 0LQLVWHU DQG &DELQHW

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW �� �� �� �� ��

7RWDO �� �� �� �� ��

5HFRQFLOLDWLRQ DQG $76, $IIDLUV

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU

&RPPLVVLRQ ����� ����� ����� ����� �����

7RWDO ����� ����� ����� ����� �����

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

'HSDUWPHQW RI 7UDQVSRUW DQG

5HJLRQDO 6HUYLFHV ����� ����� ����� ����� �����

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ �� ��� �� ��� ���

7RWDO ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� *HQHUDO JRYHUQPHQW H[SHQVHV E\ DJHQF\ �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

7UHDVXU\

'HSDUWPHQW RI WKH 7UHDVXU\ ����� ����� ����� ����� �����

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ��� ��� ��� ��� ���

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW

&RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7D[DWLRQ 2IILFH ����� ����� ����� ����� �����

$XVWUDOLDQ 2IILFH RI )LQDQFLDO

0DQDJHPHQW ����� ����� ����� ����� �����

7RWDO ������ ������ ������ ������ ������

9HWHUDQV
 $IIDLUV

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV ����� ����� ����� ����� �����

7RWDO ����� ����� ����� ����� �����

6PDOO DJHQFLHV ����� ����� ����� ����� �����

:KROH RI JRYHUQPHQW DQG LQWHU�DJHQF\

DPRXQWV�D� ������ ������ ������ ������ ���

7RWDO H[SHQVHV ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV

�D� (VWLPDWHV RI LQWHU�DJHQF\ WUDQVDFWLRQV DUH LQFOXGHG LQ WKH :KROH RI *RYHUQPHQW DQG LQWHU�DJHQF\
DPRXQWV� 7KH HQWU\ IRU HDFK SRUWIROLR GRHV QRW LQFOXGH HOLPLQDWLRQV IRU LQWHU�DJHQF\ WUDQVDFWLRQV ZLWKLQ
WKDW SRUWIROLR�



�����

7DEOH $�� 'HSDUWPHQWDO H[SHQVHV E\ DJHQF\

������� ������� ������� ������� �������

�P �P �P �P �P

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV DQG )RUHVWU\ ��� ��� ��� ��� ���

$XVWUDOLDQ :RRO 5HVHDUFK DQG 3URPRWLRQ

2UJDQLVDWLRQ ��� � � � �

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

$WWRUQH\�*HQHUDO
V

$WWRUQH\�*HQHUDO
V 'HSDUWPHQW ��� ��� ��� ��� ���

$XVWUDOLDQ &XVWRPV 6HUYLFH ��� ��� ��� ��� ���

$XVWUDOLDQ )HGHUDO 3ROLFH ��� ��� ��� ��� ���

)DPLO\ &RXUW RI $XVWUDOLD ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV ��� ��� ��� ��� ���

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ��� ��� ��� ��� ���

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

'HIHQFH

'HSDUWPHQW RI 'HIHQFH ������ ������ ������ ������ ������

'HIHQFH +RXVLQJ $XWKRULW\ ��� ��� ��� ��� ���

7RWDO ������ ������ ������ ������ ������

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV ��� ��� ��� ��� ���

$XVWUDOLDQ 5HVHDUFK &RXQFLO � � � � �

7RWDO ��� ��� ��� ��� ���

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH 5HODWLRQV

DQG 6PDOO %XVLQHVV ��� ��� ��� ��� ���

&RPFDUH ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

(QYLURQPHQW DQG +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ��� ��� ��� ��� ���

$XVWUDOLDQ *UHHQKRXVH 2IILFH �� ��� ��� ��� ��

7RWDO ��� ��� ��� ��� ���

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV ����� ����� ����� ����� �����

&HQWUHOLQN ����� ����� ����� ����� �����

7RWDO ����� ����� ����� ����� �����

)LQDQFH DQG $GPLQLVWUDWLRQ

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ��� ��� �� ��� ���

2IILFH RI $VVHW 6DOHV DQG ,7 2XWVRXUFLQJ �� �� � � �

7RWDO ��� ��� ��� ��� ���

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� 'HSDUWPHQWDO H[SHQVHV E\ DJHQF\ �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

)RUHLJQ $IIDLUV DQG 7UDGH

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ��� ��� ��� ��� ���

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO 'HYHORSPHQW �� �� �� �� ��

$XVWUDOLDQ 7UDGH &RPPLVVLRQ ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

+HDOWK DQG $JHG &DUH

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ��� ��� ��� ��� ���

+HDOWK ,QVXUDQFH &RPPLVVLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV ��� ��� ��� ��� ���

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\

2UJDQLVDWLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ��� ��� ��� ��� ���

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO 5HVHDUFK

2UJDQLVDWLRQ ��� ��� ��� ��� ���

7RWDO ����� ����� ����� ����� �����

3ULPH 0LQLVWHU DQG &DELQHW

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW �� �� �� �� ��

7RWDO �� �� �� �� ��

5HFRQFLOLDWLRQ DQG $76, $IIDLUV

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU &RPPLVVLRQ ����� ����� ����� ����� �����

7RWDO ����� ����� ����� ����� �����

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV ��� ��� ��� ��� ���

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ �� ��� �� ��� ���

7RWDO ��� ��� ��� ��� ���

7UHDVXU\

'HSDUWPHQW RI WKH 7UHDVXU\ ��� ��� ��� ��� ���

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ��� ��� ��� ��� ���

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7D[DWLRQ 2IILFH ����� ����� ����� ����� �����

$XVWUDOLDQ 2IILFH RI )LQDQFLDO 0DQDJHPHQW � � � � �

7RWDO ����� ����� ����� ����� �����

9HWHUDQV
 $IIDLUV

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

6PDOO DJHQFLHV ����� ����� ����� ����� �����

:KROH RI JRYHUQPHQW DQG LQWHU�DJHQF\

DPRXQWV�D� � � � � �

7RWDO GHSDUWPHQWDO H[SHQVHV ������ ������ ������ ������ ������

(VWLPDWHV 3URMHFWLRQV

�D� (VWLPDWHV RI LQWHU�DJHQF\ WUDQVDFWLRQV DUH LQFOXGHG LQ WKH :KROH RI *RYHUQPHQW DQG LQWHU�DJHQF\
DPRXQWV�



�����

7DEOH $�� 1HW FDSLWDO LQYHVWPHQW E\ DJHQF\

������� ������� ������� ������� �������

�P �P �P �P �P

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV DQG )RUHVWU\ ��� ��� ��� ��� ���

$XVWUDOLDQ :RRO 5HVHDUFK DQG 3URPRWLRQ

2UJDQLVDWLRQ ����� ��� ��� ��� ���

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ���� ��� ���� ���� ����

7RWDO ����� ��� ���� ���� ����

$WWRUQH\�*HQHUDO
V

$WWRUQH\�*HQHUDO
V 'HSDUWPHQW ���� ���� ���� ���� ����

$XVWUDOLDQ &XVWRPV 6HUYLFH ���� ����� ����� ����� ����

$XVWUDOLDQ )HGHUDO 3ROLFH ���� ��� ���� ��� ����

)DPLO\ &RXUW RI $XVWUDOLD ��� ��� ��� ��� ���

7RWDO ���� ���� ���� ����� ����

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV ������ ���� ���� ���� ����

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ���� ���� ���� ���� ����

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ���� ��� ��� ��� ����

7RWDO ����� ���� ���� ���� �����

'HIHQFH

'HSDUWPHQW RI 'HIHQFH ������� ������ ����� ����� �����

'HIHQFH +RXVLQJ $XWKRULW\ ������ ������ ����� ����� ����

7RWDO ������� ������ ����� ����� �����

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV ���� ���� ���� ��� ���

$XVWUDOLDQ 5HVHDUFK &RXQFLO ��� ��� ��� ��� ���

7RWDO ���� ���� ���� ��� ���

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH

5HODWLRQV DQG 6PDOO %XVLQHVV ���� ��� ��� ��� ���

&RPFDUH ��� ��� ��� ��� ���

7RWDO ���� ��� ��� ��� ���

(QYLURQPHQW DQG +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ���� ���� ���� ���� ����

$XVWUDOLDQ *UHHQKRXVH 2IILFH ��� ��� ��� ��� ���

7RWDO ���� ���� ���� ���� ����

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV ��� ��� ��� ��� ���

&HQWUHOLQN ��� ���� ��� ����� ���

7RWDO ��� ���� ��� ���� ���

)LQDQFH DQG $GPLQLVWUDWLRQ

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ ����� ������ ����� ���� �����

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ��� ���� ���� ���� ����

2IILFH RI $VVHW 6DOHV DQG ,7 2XWVRXUFLQJ ���� ����� ��� ��� ���

7RWDO ����� ������ ����� ���� �����

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� 1HW FDSLWDO LQYHVWPHQW E\ DJHQF\ �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

)RUHLJQ $IIDLUV DQG 7UDGH

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ��� ���� ���� ���� ����

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO 'HYHORSPHQW ���� ��� ��� ��� ����

$XVWUDOLDQ 7UDGH &RPPLVVLRQ ���� ��� ��� ��� ���

7RWDO ����� ���� ���� ���� ����

+HDOWK DQG $JHG &DUH

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ��� ���� ���� ���� ����

+HDOWK ,QVXUDQFH &RPPLVVLRQ ��� ���� ���� ���� ����

7RWDO ��� ���� ���� ���� ����

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV ���� ���� ����� ����� �����

7RWDO ���� ���� ����� ����� �����

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV ���� ���� ��� ���� ���

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\

2UJDQLVDWLRQ ���� ����� ����� ���� ����

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ���� ���� ���� ���� ����

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ��� ���� ���� ��� ����

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO 5HVHDUFK

2UJDQLVDWLRQ ���� ���� ����� ����� ���

7RWDO ����� ����� ���� ���� ����

3ULPH 0LQLVWHU DQG &DELQHW

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW ���� ���� ���� ���� ����

7RWDO ���� ���� ���� ���� ����

5HFRQFLOLDWLRQ DQG $76, $IIDLUV

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU

&RPPLVVLRQ ���� ���� ���� ��� ���

7RWDO ���� ���� ���� ��� ���

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV ����� ��� ��� ���� ���

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ ��� ��� ��� ��� ���

7RWDO ����� ��� ��� ���� ���

7UHDVXU\

'HSDUWPHQW RI WKH 7UHDVXU\ ���� ���� ���� ��� ����

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ���� ���� ���� ����� ���

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW &RPPLVVLRQ ���� ��� ��� ��� ���

$XVWUDOLDQ 7D[DWLRQ 2IILFH ���� ���� ����� ��� �����

$XVWUDOLDQ 2IILFH RI )LQDQFLDO 0DQDJHPHQW ��� ��� ���� ���� ����

7RWDO ���� ���� ����� ���� �����

9HWHUDQV
 $IIDLUV

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV ��� ��� ��� ��� ���

7RWDO ��� ��� ��� ��� ���

6PDOO DJHQFLHV ����� ���� ���� ���� ���

:KROH RI JRYHUQPHQW DQG LQWHU�DJHQF\

DPRXQWV�D� ����� ���� ����� ����� �����

7RWDO QHW FDSLWDO LQYHVWPHQW ������� ������ ����� ������� �������

(VWLPDWHV 3URMHFWLRQV

�D� (VWLPDWHV RI LQWHU�DJHQF\ WUDQVDFWLRQV DUH LQFOXGHG LQ WKH :KROH RI *RYHUQPHQW DQG LQWHU�DJHQF\
DPRXQWV�



�����

7DEOH $�� &DSLWDO DSSURSULDWLRQV E\ SRUWIROLR

������� ������� ������� ������� �������

�P �P �P �P �P

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV

DQG )RUHVWU\ ��� ���� ��� ��� ���

$XVWUDOLDQ :RRO 5HVHDUFK DQG 3URPRWLRQ

2UJDQLVDWLRQ ��� ��� ��� ��� ���

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� ��� ��� ���

$JULFXOWXUH� )LVKHULHV DQG

)RUHVWU\ 3RUWIROLR ��� ���� ��� ��� ���

$WWRUQH\�*HQHUDO
V

$WWRUQH\�*HQHUDO
V 'HSDUWPHQW ��� ���� ��� ��� ���

$XVWUDOLDQ &XVWRPV 6HUYLFH ��� ���� ��� ��� ���

$XVWUDOLDQ )HGHUDO 3ROLFH ���� ���� ��� ��� ���

)DPLO\ &RXUW RI $XVWUDOLD ��� ��� ��� ��� ���

$WWRUQH\�*HQHUDO
V 3RUWIROLR ���� ���� ��� ��� ���

&RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV ��� ��� ��� ��� ���

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ����� ���� ���� ���� ���

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ���� ��� ��� ��� ���

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV 3RUWIROLR ����� ���� ���� ���� ���

'HIHQFH

'HSDUWPHQW RI 'HIHQFH ����� ���� ����� ����� �������

'HIHQFH +RXVLQJ $XWKRULW\ ��� ��� ��� ��� ���

'HIHQFH 3RUWIROLR ����� ���� ����� ����� �������

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV ��� ��� ��� ��� ���

$XVWUDOLDQ 5HVHDUFK &RXQFLO ��� ��� ��� ��� ���

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK

$IIDLUV 3RUWIROLR ��� ��� ��� ��� ���

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH

5HODWLRQV DQG 6PDOO %XVLQHVV ��� ��� ��� ��� ���

&RPFDUH ��� ��� ��� ��� ���

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG

6PDOO %XVLQHVV 3RUWIROLR ��� ��� ��� ��� ���

(QYLURQPHQW DQG +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ���� ���� ���� ���� ����

$XVWUDOLDQ *UHHQKRXVH 2IILFH ��� ��� ��� ��� ���

(QYLURQPHQW DQG +HULWDJH 3RUWIROLR ���� ���� ���� ���� ����

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV ����� ����� ����� ����� �����

&HQWUHOLQN ���� ���� ��� ��� ���

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV 3RUWIROLR ����� ����� ����� ����� �����

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� &DSLWDO DSSURSULDWLRQV E\ SRUWIROLR �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

)LQDQFH DQG $GPLQLVWUDWLRQ

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ ����� ����� ����� ����� �����

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ��� ��� ��� ��� ���

2IILFH RI $VVHW 6DOHV DQG ,7 2XWVRXUFLQJ ��� ��� ��� ��� ���

)LQDQFH DQG $GPLQLVWUDWLRQ 3RUWIROLR ����� ����� ����� ����� �����

)RUHLJQ $IIDLUV DQG 7UDGH

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ��� ���� ���� ��� ���

$XVWUDOLDQ $JHQF\ IRU ,QWHUQDWLRQDO

'HYHORSPHQW ����� ����� ����� ����� ����

$XVWUDOLDQ 7UDGH &RPPLVVLRQ ��� ��� ��� ��� ���

)RUHLJQ $IIDLUV DQG 7UDGH 3RUWIROLR ����� ����� ����� ����� ����

+HDOWK DQG $JHG &DUH

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ���� ���� ���� ���� ���

+HDOWK ,QVXUDQFH &RPPLVVLRQ ��� ��� ���� ���� ����

+HDOWK DQG $JHG &DUH 3RUWIROLR ���� ���� ���� ����� ����

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

'HSDUWPHQW RI ,PPLJUDWLRQ DQG

0XOWLFXOWXUDO $IIDLUV ���� ��� ��� ��� ���

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO

$IIDLUV 3RUWIROLR ���� ��� ��� ��� ���

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG

5HVRXUFHV ����� ���� ���� ���� ����

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\

2UJDQLVDWLRQ ���� ���� ����� ���� ����

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ��� ��� ��� ��� ���

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO

5HVHDUFK 2UJDQLVDWLRQ ��� ���� ���� ��� ���

,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV 3RUWIROLR ����� ����� ����� ����� ����

3ULPH 0LQLVWHU DQG &DELQHW

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW ��� ��� ��� ��� ���

3ULPH 0LQLVWHU DQG &DELQHW 3RUWIROLR ��� ��� ��� ��� ���

5HFRQFLOLDWLRQ DQG $76, $IIDLUV

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU

&RPPLVVLRQ ���� ���� ���� ���� ���

5HFRQFLOLDWLRQ DQG $76, $IIDLUV 3RUWIROLR ���� ���� ���� ���� ���

(VWLPDWHV 3URMHFWLRQV



�����

7DEOH $�� &DSLWDO DSSURSULDWLRQV E\ SRUWIROLR �FRQWLQXHG�

������� ������� ������� ������� �������

�P �P �P �P �P

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV ��� ��� ��� ��� ���

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ ��� ��� ��� ��� ���

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV 3RUWIROLR ��� ��� ��� ��� ���

7UHDVXU\

'HSDUWPHQW RI WKH 7UHDVXU\ ���� ���� ���� ���� ����

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ��� ���� ��� ��� ���

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW

&RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7D[DWLRQ 2IILFH ���� ���� ���� ��� ���

$XVWUDOLDQ 2IILFH RI )LQDQFLDO 0DQDJHPHQW ��� ��� ��� ��� ���

7UHDVXU\ 3RUWIROLR ����� ����� ���� ���� ����

9HWHUDQV
 $IIDLUV

'HSDUWPHQW RI 9HWHUDQV
 $IIDLUV ���� ���� ��� ��� ���

9HWHUDQV
 $IIDLUV 3RUWIROLR ���� ���� ��� ��� ���

6PDOO DJHQFLHV ��� ��� ��� ��� ���

:KROH RI JRYHUQPHQW DQG LQWHU�DJHQF\

DPRXQWV�D� ��� ���� ���� ����� ���

7RWDO ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV

�D� (VWLPDWHV RI LQWHU�DJHQF\ WUDQVDFWLRQV DUH LQFOXGHG LQ WKH :KROH RI *RYHUQPHQW DQG LQWHU�DJHQF\
DPRXQWV�



�����

7DEOH $�� (VWLPDWHV RI DYHUDJH VWDIILQJ OHYHO �$6/� RI DJHQFLHV LQ WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU

������� ������� &KDQJH

$JULFXOWXUH� )LVKHULHV DQG )RUHVWU\

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV DQG )RUHVWU\ ������� ������� �����

$XVWUDOLDQ )LVKHULHV 0DQDJHPHQW $XWKRULW\ ����� ����� ���

$XVWUDOLDQ :LQH DQG %UDQG\ &RUSRUDWLRQ ���� ���� ���

&RWWRQ 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ���� ���

'DLU\ 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ���� ���� ���

)LVKHULHV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� ���

��� ��� �

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ���� ���� ���

*UDSH DQG :LQH 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� �

���� ���� �

����� ����� �

5XUDO ,QGXVWULHV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ���� ���� �

6XJDU 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� �

7REDFFR 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ ��� ��� �

:KHDW ([SRUW $XWKRULW\ ��� ��� �

7RWDO ������� ������� �����

$WWRUQH\�*HQHUDO
V

$WWRUQH\�*HQHUDO
V 'HSDUWPHQW ������� ������� ����

$GPLQLVWUDWLYH $SSHDOV 7ULEXQDO ����� ����� ���

$XVWUDOLDQ &XVWRPV 6HUYLFH ������� ������� �����

$XVWUDOLDQ )HGHUDO 3ROLFH ������� ������� �����

$XVWUDOLDQ ,QVWLWXWH RI &ULPLQRORJ\ ���� ���� ���

$XVWUDOLDQ /DZ 5HIRUP &RPPLVVLRQ ���� ���� ���

$XVWUDOLDQ 6HFUHW ,QWHOOLJHQFH 2UJDQLVDWLRQ ����� ����� ����

$XVWUDOLDQ 7UDQVDFWLRQ 5HSRUWV $QDO\VLV &HQWUH �$XVWUDF� ���� ���� ���

&ULPLQRORJ\ 5HVHDUFK &RXQFLO ��� ��� ���

)DPLO\ &RXUW RI $XVWUDOLD ����� ����� �����

)HGHUDO &RXUW RI $XVWUDOLD ����� ����� ���

)HGHUDO 0DJLVWUDWHV 6HUYLFH ���� ���� ����

+LJK &RXUW RI $XVWUDOLD ���� ���� ���

+XPDQ 5LJKWV DQG (TXDO 2SSRUWXQLW\ &RPPLVVLRQ ���� ���� �

,QVROYHQF\ 7UXVWHH 6HUYLFH $XVWUDOLD ����� ����� �

1DWLRQDO &ULPH $XWKRULW\ ����� ����� ���

1DWLRQDO 1DWLYH 7LWOH 7ULEXQDO ����� ����� ����

2IILFH RI )LOP DQG /LWHUDWXUH &ODVVLILFDWLRQ ���� ���� �

2IILFH RI 3DUOLDPHQWDU\ &RXQVHO ���� ���� ���

2IILFH RI WKH 3ULYDF\ &RPPLVVLRQHU ���� ���� �

2IILFH RI WKH 'LUHFWRU RI 3XEOLF 3URVHFXWLRQV ����� ����� ���

7RWDO �������� �������� �����

1DWLRQDO 5HJLVWUDWLRQ $XWKRULW\ IRU $JULFXOWXUH DQG 9HWHULQDU\

&KHPLFDOV

$YHUDJH VWDIILQJ OHYHOV

)RUHVW DQG :RRGV 3URGXFWV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ

/DQG DQG :DWHU 5HVRXUFHV 5HVHDUFK DQG 'HYHORSPHQW &RUSRUDWLRQ
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7DEOH $�� (VWLPDWHV RI DYHUDJH VWDIILQJ OHYHO �$6/� RI DJHQFLHV LQ WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU �FRQWLQXHG�

������� ������� &KDQJH

&RPPXQLFDWLRQ� ,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV

������� ������� �����

$XVWUDOLD &RXQFLO ����� ����� ���

$XVWUDOLDQ %URDGFDVWLQJ $XWKRULW\ ����� ����� �

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ������� ������� �

$XVWUDOLDQ &RPPXQLFDWLRQV $XWKRULW\ ����� ����� ����

$XVWUDOLDQ )LOP &RPPLVVLRQ ���� ���� ���

$XVWUDOLDQ )LOP 7HOHYLVLRQ DQG 5DGLR 6FKRRO ����� ����� �

$XVWUDOLDQ 1DWLRQDO 0DULWLPH 0XVHXP ���� ����� ���

1DWLRQDO $UFKLYHV RI $XVWUDOLD ����� ����� ���

1DWLRQDO *DOOHU\ ����� ����� ����

1DWLRQDO /LEUDU\ RI $XVWUDOLD ����� ����� �����

1DWLRQDO 0XVHXP RI $XVWUDOLD ����� ����� ����

1DWLRQDO 6FLHQFH DQG 7HFKQRORJ\ &HQWUH ����� ����� ���

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ����� ����� ���

7RWDO ������� ������� ����

'HIHQFH

'HSDUWPHQW RI 'HIHQFH �������� �������� ������

0LOLWDU\ 5HVHUYHV ������� ������� �����

3HUPDQHQW 0LOLWDU\ �������� �������� �����

'HIHQFH +RXVLQJ $XWKRULW\ ����� ����� ����

7RWDO �������� �������� �����

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV ������� ������� �����

$XVWUDOLDQ 1DWLRQDO 7UDLQLQJ $XWKRULW\ ����� ����� ����

$XVWUDOLDQ 5HVHDUFK &RXQFLO � ���� ����

7RWDO ������� ������� ����

(PSOR\PHQW� :RUNSODFH 5HODWLRQV DQG 6PDOO %XVLQHVV

������� ������� ����

$XVWUDOLDQ ,QGXVWULDO 5HJLVWU\ ����� ����� ���

&RPFDUH ����� ����� �

1DWLRQDO 2FFXSDWLRQDO +HDOWK DQG 6DIHW\ &RPPLVVLRQ ����� ����� �����

(TXDO 2SSRUWXQLW\ IRU :RPHQ LQ WKH :RUNSODFH $JHQF\ ���� ���� �

7RWDO ������� ������� ����

(QYLURQPHQW DQG +HULWDJH

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ������� ������� �����

$XVWUDOLDQ *UHHQKRXVH 2IILFH ����� ����� �

$XVWUDOLDQ +HULWDJH &RPPLVVLRQ ���� ���� �

'LUHFWRU RI 1DWLRQDO 3DUNV ����� ����� �

*UHDW %DUULHU 5HHI 0DULQH 3DUN $XWKRULW\ ����� ����� ���

1DWLRQDO 2FHDQV 2IILFH ���� ���� ���

7RWDO ������� ������� ����

)DPLO\ DQG &RPPXQLW\ 6HUYLFHV

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\ 6HUYLFHV ������� ������� ����

$XVWUDOLDQ ,QVWLWXWH RI )DPLO\ 6WXGLHV ���� ���� ���

&HQWUHOLQN �������� �������� �����

7RWDO �������� �������� �����

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\

DQG WKH $UWV

$YHUDJH VWDIILQJ OHYHOV

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH 5HODWLRQV

DQG 6PDOO %XVLQHVV
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7DEOH $�� (VWLPDWHV RI DYHUDJH VWDIILQJ OHYHO �$6/� RI DJHQFLHV LQ WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU �FRQWLQXHG�

������� ������� &KDQJH

)LQDQFH DQG $GPLQLVWUDWLRQ

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ ����� ����� �����

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ����� ������� �����

&RPPRQZHDOWK *UDQWV &RPPLVVLRQ ���� ���� �����

&RPPRQZHDOWK 6XSHUDQQXDWLRQ $GPLQLVWUDWLRQ �&RP6XSHU� ����� ����� ����

2IILFH RI $VVHW 6DOHV DQG ,7 2XWVRXUFLQJ ���� ���� �����

7RWDO ������� ������� �����

)RUHLJQ $IIDLUV DQG 7UDGH

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ������� ������� �����

$XV$,' ����� ����� ����

$XVWUDOLD�-DSDQ )RXQGDWLRQ ��� ��� �

$XVWUDOLDQ &HQWUH IRU ,QWHUQDWLRQDO $JULFXOWXUDO 5HVHDUFK ���� ���� ���

$XVWUDOLDQ 7UDGH &RPPLVVLRQ ������� ������� �����

7RWDO ������� ������� ������

+HDOWK DQG $JHG &DUH

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ������� ������� ����

$JHG &DUH 6WDQGDUGV DQG $FFUHGLWDWLRQ $JHQF\ ����� ����� �

$XVWUDOLD 1HZ =HDODQG )RRG $XWKRULW\ ����� ����� ���

$XVWUDOLDQ ,QVWLWXWH RI +HDOWK DQG :HOIDUH ���� ���� �

$XVWUDOLDQ 5DGLDWLRQ 3URWHFWLRQ DQG 1XFOHDU 6DIHW\ $JHQF\ ����� ����� �

+HDOWK ,QVXUDQFH &RPPLVVLRQ ������� ������� �����

3ULYDWH +HDOWK ,QVXUDQFH $GPLQLVWUDWLRQ &RXQFLO ��� ��� �

3ULYDWH +HDOWK ,QVXUDQFH 2PEXGVPDQ ��� ��� �

3URIHVVLRQDO 6HUYLFHV 5HYLHZ ���� ���� ���

7RWDO ������� ������� �����

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV ������� ������� ����

0LJUDWLRQ 5HYLHZ 7ULEXQDO ����� ����� �����

5HIXJHH 5HYLHZ 7ULEXQDO ����� ����� ���

7RWDO ������� ������� ����

,QGXVWU\ 6FLHQFH DQG 5HVRXUFHV

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV ������� ������� ����

$XVWUDOLDQ *HRORJLFDO 6XUYH\ 2UJDQLVDWLRQ ����� ����� ���

$XVWUDOLDQ ,QVWLWXWH RI 0DULQH 6FLHQFH ����� ����� ���

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\ 2UJDQLVDWLRQ ����� ����� ���

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ����� ����� ����

$XVWUDOLDQ 6SRUWV 'UXJ $JHQF\ ���� ���� ���

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ����� ����� ����

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO 5HVHDUFK 2UJDQLVDWLRQ ������� ������� ������

,3 $XVWUDOLD ����� ����� ����

1DWLRQDO 6WDQGDUGV &RPPLVVLRQ ���� ���� ���

7RWDO �������� �������� ����

3DUOLDPHQW

'HSDUWPHQW RI WKH 6HQDWH ����� ����� �

'HSDUWPHQW RI WKH +RXVH RI 5HSUHVHQWDWLYHV ����� ����� �

'HSDUWPHQW RI WKH 3DUOLDPHQWDU\ /LEUDU\ ����� ����� �����

'HSDUWPHQW RI 3DUOLDPHQWDU\ 5HSRUWLQJ 6WDII ����� ����� �

-RLQW +RXVHV RI 3DUOLDPHQW ����� ����� �

7RWDO ������� ������� �����

$YHUDJH VWDIILQJ OHYHOV
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7DEOH $�� (VWLPDWHV RI DYHUDJH VWDIILQJ OHYHO �$6/� RI DJHQFLHV LQ WKH

&RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU �FRQWLQXHG�

������� ������� &KDQJH

3ULPH 0LQLVWHU DQG &DELQHW

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW ����� ����� �����

$XVWUDOLDQ 1DWLRQDO $XGLW 2IILFH ����� ����� ����

2IILFH RI WKH ,QVSHFWRU�*HQHUDO RI ,QWHOOLJHQFH DQG 6HFXULW\ ��� ��� �

2IILFH RI 1DWLRQDO $VVHVVPHQWV ���� ���� ���

2IILFH RI WKH &RPPRQZHDOWK 2PEXGVPDQ ���� ���� �

2IILFH RI WKH 2IILFLDO 6HFUHWDU\ WR WKH *RYHUQRU�*HQHUDO ���� ���� ���

3XEOLF 6HUYLFH DQG 0HULW 3URWHFWLRQ &RPPLVVLRQ ����� ����� ���

7RWDO ����� ����� �����

���� ���� ���

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU &RPPLVVLRQ ������� ������� �����

$ERULJLQDO +RVWHOV /WG ����� ����� �

���� ���� ���

,QGLJHQRXV %XVLQHVV $XVWUDOLD ���� ���� �

,QGLJHQRXV /DQG &RUSRUDWLRQ ����� ����� ����

7RUUHV 6WUDLW 5HJLRQDO $XWKRULW\ ���� ���� �

7RWDO ������� ������� �����

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV ����� ����� ����

$LUVHUYLFHV $XVWUDOLD ������� ������� �����

$XVWUDOLDQ 0DULWLPH 6DIHW\ $XWKRULW\ ����� ����� �����

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ ����� ����� ����

1DWLRQDO &DSLWDO $XWKRULW\ ���� ���� ���

7RWDO ������� ������� ����

7UHDVXU\

'HSDUWPHQW RI WKH 7UHDVXU\ ����� ����� ����

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ������� ������� �����

$XVWUDOLDQ &RPSHWLWLRQ DQG &RQVXPHU &RXQFLO ����� ����� ����

$XVWUDOLDQ 2IILFH RI )LQDQFLDO 0DQDJHPHQW ���� ���� ����

$XVWUDOLDQ 3UXGHQWLDO 5HJXODWLRQ $XWKRULW\ ����� ����� ����

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW &RPPLVVLRQ ������� ������� ����

$XVWUDOLDQ 7D[DWLRQ 2IILFH �������� �������� ��������

&RPSDQLHV DQG 6HFXULWLHV $GYLVRU\ &RPPLWWHH ��� ��� �

1DWLRQDO &RPSHWLWLRQ &RXQFLO ���� ���� �

3URGXFWLYLW\ &RPPLVVLRQ ����� ����� ����

7RWDO �������� �������� ������

9HWHUDQV
 $IIDLUV

'HSDUWPHQW RI 9HWHUDQ
V $IIDLUV ������� ������� �����

$XVWUDOLDQ :DU 0HPRULDO ����� ����� ����

7RWDO ������� ������� �����

$YHUDJH VWDIILQJ OHYHOV

'HSDUWPHQW RI 5HFRQFLOLDWLRQ DQG $ERULJLQDO DQG 7RUUHV 6WUDLW

,VODQGHU $IIDLUV

5HFRQFLOLDWLRQ DQG $ERULJLQDO DQG 7RUUHV 6WUDLW

,VODQGHU $IIDLUV

$XVWUDOLDQ ,QVWLWXWH RI $ERULJLQDO DQG 7RUUHV 6WUDLW

,VODQGHU 6WXGLHV

�D� 7KHUH DUH QR $6/ ILJXUHV IRU WKH ILQDQFLDO \HDU ������� IRU WKH $XVWUDOLD 5HVHDUFK &RXQFLO DV LW ZDV SDUW

RI WKH 'HSDUWPHQW RI (GXFDWLRQ 7UDLQLQJ DQG <RXWK $IIDLUV

1RWH� 7KLV WDEOH LQFOXGHV HVWLPDWHV RI $6/ SURYLGHG E\ JHQHUDO JRYHUQPHQW VHFWRU DJHQFLHV� $6/ ILJXUHV

UHIOHFW WKH DYHUDJH QXPEHU RI HPSOR\HHV UHFHLYLQJ VDODU\ RU ZDJHV RYHU WKH ILQDQFLDO \HDU� ZLWK DGMXVWPHQWV

IRU FDVXDO DQG SDUW�WLPH VWDII� WR VKRZ WKH IXOO WLPH HTXLYDOHQW� 7KLV DOVR LQFOXGHV QRQ XQLIRUPHG VWDII DQG

RYHUVHDV SHUVRQQHO�
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The Commonwealth introduced, as part of the accrual budgeting reforms in 1999-00, a
Capital Use Charge (CUC).  The CUC is paid annually by general government sector
agencies on their net assets. The CUC is an internal government transaction and
therefore does not affect the budget balances.

The CUC was implemented to:

•  improve agency resource allocation, by ensuring that the full cost of competing
activities are shown and the cost of capital is reflected in the pricing structures of
equivalent outputs produced by the public or private sectors; and

•  improve asset management in agencies, by providing an incentive to manage under
performing or surplus assets.

The Government will reduce the CUC levied on agencies’ net assets from 12 percent to
11 percent from 1 July 2001, reflecting recent movements in domestic capital and
equity markets.

As well as CUC payments, some agencies or part thereof, which operate on a fully
commercial basis, pay annual dividends to the government, which are set having
reference to private sector benchmarks. Also, a separate return to government in the
form of a special dividend may be made by an agency to return surplus cash. These
surpluses can arise where an agency has rationalised non-financial assets, reduced
activity or become more efficient.
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������� ������� ������� ������� �������
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0DWHULDO DJHQFLHV

$ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU ���� ���� ���� ���� ����

&RPPLVVLRQ

$WWRUQH\�*HQHUDOV 'HSDUWPHQW ��� ��� ��� ��� ���

$XV$LG �D� ��� ��� ��� ��� ���

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ ���� ���� ���� ���� ����

$XVWUDOLDQ %XUHDX RI 6WDWLVWLFV ��� ��� ��� ��� ���

$XVWUDOLDQ &XVWRPV 6HUYLFH ���� ���� ���� ���� ����

$XVWUDOLDQ (OHFWRUDO &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ )HGHUDO 3ROLFH ��� ��� ��� ��� ���

$XVWUDOLDQ *UHHQKRXVH 2IILFH�D� ��� ��� ��� ��� ���

$XVWUDOLDQ 1XFOHDU 6FLHQFH DQG 7HFKQRORJ\

2UJDQLVDWLRQ ���� ���� ���� ���� ����

$XVWUDOLDQ 2IILFH RI )LQDQFLDO 0DQDJHPHQW ��� ��� ��� ��� ���

$XVWUDOLDQ 6HFXULWLHV DQG ,QYHVWPHQW

&RPPLVVLRQ�D� ��� ��� ��� ��� ���

$XVWUDOLDQ 6SRUWV &RPPLVVLRQ ���� ���� ���� ���� ����

$XVWUDOLDQ 7D[DWLRQ 2IILFH�D� ��� ��� ��� ��� ���

$XVWUDOLDQ 7RXULVW &RPPLVVLRQ ��� ��� ��� ��� ���

$XVWUDOLDQ 7UDGH &RPPLVVLRQ�E� ���� ��� ��� ��� ���

&HQWUHOLQN�F� ��� ��� ��� ��� ���

&LYLO $YLDWLRQ 6DIHW\ $XWKRULW\ ��� ��� ��� ��� ���

&RPFDUH $XVWUDOLD ��� ��� ��� ��� ���

&RPPRQZHDOWK 6FLHQWLILF DQG ,QGXVWULDO

5HVHDUFK 2UJDQLVDWLRQ�E� ����� ����� ����� ���� ����

'HIHQFH +RXVLQJ $XWKRULW\�G� ���� ���� ���� ���� ����

'HSDUWPHQW RI $JULFXOWXUH� )LVKHULHV

DQG )RUHVWU\ ��� ��� ��� ��� ���

'HSDUWPHQW RI &RPPXQLFDWLRQV� ,QIRUPDWLRQ

7HFKQRORJ\ DQG WKH $UWV ���� ���� ���� ���� ����

'HSDUWPHQW RI 'HIHQFH ������� ������� ������� ������� �������

'HSDUWPHQW RI (GXFDWLRQ� 7UDLQLQJ DQG

<RXWK $IIDLUV ��� ��� ��� ��� ���

'HSDUWPHQW RI (PSOR\PHQW� :RUNSODFH

5HODWLRQV DQG 6PDOO %XVLQHVV ��� ��� ��� ��� ���

'HSDUWPHQW RI (QYLURQPHQW DQG +HULWDJH ���� ���� ���� ���� ����

'HSDUWPHQW RI )DPLO\ DQG &RPPXQLW\

6HUYLFHV�D��E� ��� ��� ��� ��� ���

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ�G� ����� ����� ����� ����� �����

'HSDUWPHQW RI )RUHLJQ $IIDLUV DQG 7UDGH ���� ���� ���� ���� ����

'HSDUWPHQW RI +HDOWK DQG $JHG &DUH ��� ��� ��� ��� ���

'HSDUWPHQW RI ,PPLJUDWLRQ DQG 0XOWLFXOWXUDO

$IIDLUV ��� ��� ��� ��� ����

'HSDUWPHQW RI ,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV ��� ��� ��� ��� ���

'HSDUWPHQW RI 3ULPH 0LQLVWHU DQG &DELQHW ��� ��� ��� ��� ���

'HSDUWPHQW RI WKH 7UHDVXU\ ��� ��� ��� ��� ���

'HSDUWPHQW RI 7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV ���� ���� ���� ���� ����

'HSDUWPHQW RI 9HWHUDQV $IIDLUV�D� ��� ��� ��� ��� ���

(VWLPDWHV 3URMHFWLRQV
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0DWHULDO DJHQFLHV �FRQWLQXHG�

*UDLQV 5HVHDUFK DQG 'HYHORSPHQW

&RUSRUDWLRQ�H� ��� ��� ��� ��� ���

+HDOWK ,QVXUDQFH &RPPLVVLRQ�F� ��� ��� ��� ��� ���

2IILFH RI $VVHW 6DOHV DQG &RPPHUFLDO 6XSSRUW ��� ��� ��� ��� ���

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ ��� ��� ��� ���� ����

6PDOO DJHQFLHV ��� ��� ��� ��� ���

$XVWUDOLDQ 1DWLRQDO 0DULWLPH 0XVHXP ��� ��� ��� ��� ���

$XVWUDOLDQ :DU 0HPRULDO ���� ���� ���� ���� ����

'LUHFWRU RI 1DWLRQDO 3DUNV ��� ���� ���� ���� ����

+LJK &RXUW RI $XVWUDOLD ���� ���� ���� ���� ����

1DWLRQDO $UFKLYHV RI $XVWUDOLD ��� ���� ���� ���� ����

1DWLRQDO *DOOHU\ RI $XVWUDOLD ����� ����� ����� ����� �����

1DWLRQDO /LEUDU\ RI $XVWUDOLD ����� ����� ����� ����� �����

1DWLRQDO 0XVHXP RI $XVWUDOLD ���� ���� ���� ���� ����

2WKHU ���� ���� ���� ���� ����

7RWDO ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV
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The forward estimates of revenue and expenses in the 2001-02 Budget incorporate
assumptions and judgements based on information available at the time of publication.
A range of factors may influence the actual budget outcome in future years. The
Charter of Budget Honesty Act 1998 requires these to be disclosed in a Statement of Risks
in each Economic and Fiscal Outlook Report. The purpose of this disclosure is to
increase the transparency of the fiscal projections.

Events which could affect fiscal outcomes include:

•  changes in economic and other parameters;

•  matters which have not been included in the fiscal forecasts because of uncertainty
about their timing, magnitude or whether they will eventuate; and

•  the realisation of contingent liabilities.

�&2120,& $1' 27+(5 3$5$0(7(56

Some degree of uncertainty is attached to budget time and forward estimates for both
revenues and expenses. For example, past experience indicates that the actual revenue
outcome could vary from the initial estimate by about 2¼ per cent on average for the
budget year.

The major factor influencing expected expenses and revenues in any year is typically
changes in forecasts of economic and non-economic parameters. Over time, differences
between the economic parameter forecasts and outcomes have not caused any clear
bias toward understatement or overstatement of expenses and revenue — and
therefore the budget balance. The sensitivity of the estimates to major economic
parameters (but not other parameters) is discussed in Appendix B of Statement 2.

Differences in non-economic (programme-specific) parameter forecasts and outcomes
have been biased towards an understatement of expenses in recent years. Effort has
been made to reduce the extent of this bias. Programme specific parameters are
assumptions underpinning some particular programme estimates, for example client
numbers and/or average rates payable on family payments, family tax payments and
disability support pension programmes. The Contingency Reserve contains an
allowance for conservative bias.
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)LVFDO ULVNV

Fiscal risks are general developments or specific events which may have an effect on
the fiscal outlook. In some cases, the events will simply raise the possibility of some
fiscal impact. In other cases, some fiscal impact will be reasonably certain, but it will
not be included in the forward estimates because the timing or magnitude is not
known. Fiscal risks may affect expenses and/or revenue and may be positive or
negative.

Specific sources of fiscal risk include:

•  litigation currently before the courts; and

•  possible Senate rejection or amendment of budget measures or other legislation
before the Parliament.

Some fiscal risks are reflected in the Contingency Reserve and are therefore included in
the aggregate expenses figuring. The Contingency Reserve is an allowance included in
aggregate expenses to reflect anticipated events, which cannot be assigned to
individual programmes at budget time. These items are also not included in the
Statement of Risks.

Matters that are not currently under active consideration by the Government, or
pressure from interests outside the Government for changes in spending levels, are not
treated as fiscal risks.

&RQWLQJHQW OLDELOLWLHV

Contingent liabilities differ from fiscal risks in that they are generally more readily
quantifiable and clearly defined.

Contingent liabilities are defined as costs the Government will have to face if a
particular event occurs. They include loan guarantees, non-loan guarantees,
warranties, indemnities, uncalled capital and letters of comfort.

The Commonwealth’s major exposure to contingent liabilities arises out of legislation
providing guarantees over certain liabilities of Commonwealth controlled financial
institutions (that is, the Reserve Bank of Australia and the Export Finance and
Insurance Corporation) and the now fully privatised Commonwealth Bank of
Australia.

The strategies for managing these exposures are aimed at ensuring the underlying
strength and viability of the entities, so that the guarantees are not triggered. Similar
strategies apply to entities not subject to explicit guarantees.

Other arrangements are in place to govern the entering into, and monitoring of,
contingent liabilities such as indemnities and uncalled capital. Uncalled capital is
primarily associated with international financial institutions such as the International
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Bank for Reconstruction and Development, the Asian Development Bank and the
European Bank for Reconstruction and Development. Arrangements for capital
contributions, including contingent liabilities, are approved by Parliament and reports
on the institutions are provided annually by the Government to Parliament.

Consistent with Australian Bureau of Statistics (ABS) standards, transactions
concerned with the management of international reserves and the monetary system are
classified as financing transactions (and do not impact on the fiscal or operating
balance). Therefore, contingent liabilities (and assets) with the International Monetary
Fund (IMF) are not shown below.

'HWDLOV RI ILVFDO ULVNV DQG FRQWLQJHQW OLDELOLWLHV

Fiscal risks and contingent liabilities with a possible impact on the forward estimates
greater than $20 million in any one year, or $40 million over the forward estimates
period, are listed below. Information on fiscal risks takes account of decisions of
Parliament and other developments up to the close of parliamentary business
on 30 April 2001. In general, information on contingent liabilities is based on
information provided by departments and agencies and is current to 31 March 2001 (or
a later date as indicated where that information is available). However in some cases,
earlier dates are used and noted in the relevant section.

Information on contingent liabilities is provided in annual financial statements of
departments and non-budget entities.

�,6&$/ �,6.6��5(9(18(

Revenue forecasts, like all forecasts, are subject to a margin of error. Over the previous
ten years, the average absolute error in the forecast of revenue in the budget year has
been in the order of 2¼ per cent.

The average forecast error, measured relative to the tax base being forecast, is higher
for some components of the tax base. This is particularly evident for the ‘Company’
and ‘Other Individuals’ tax bases, partly reflecting that there is often greater variability
in the timing of income received and deductions taken for these taxpayers than other
taxpayers.

The Superannuation tax base is also subject to significant forecasting uncertainty as a
result of considerable variability in annual investment returns and in the realisation of
capital gains.

An implication of the degree of uncertainty surrounding the revenue forecasts is that,
while many of the forecasts are reported to the nearest million dollars for budget
accounting purposes, they should not be interpreted as implying an equivalent level of
forecast precision.

The various risks influencing the accuracy of the revenue forecasts are outlined below.
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7D[ 5HIRUP

7KH 1HZ %XVLQHVV 7D[ 6\VWHP

The Government announced on 22 March 2001 a revised implementation timeline for
the remainder of its business taxation reform programme. The revised timetable will
allow an orderly phasing of the further reforms, assisting business to adjust to the
reforms to date and ensure that the benefits of The New Tax System and business tax
arrangements can be fully captured, as well as allowing further time for consultation
on remaining issues. While the Government is fully committed to the new timetable,
there will be an impact on the Budget should the remaining legislation not be passed.

*HQHUDO ULVNV

The forward estimates of revenue are subject to a number of general pressures that can
adversely affect revenue collections. These general pressures include: tax avoidance,
including the exploitation of tax expenditures;  developments in communications
technology and workplace arrangements; and court decisions. These pressures may
result in a shift in the composition of revenue collected from the various tax bases
and/or a change in the size of the tax base. The revenue forecasts make what is
believed to be an appropriate allowance for these factors, given the data available.

 Tax avoidance involves the use of provisions and ‘loopholes’ in the tax law, which were
not intended by policymakers. Without an appropriate policy or compliance response,
the revenue base will shrink relative to that projected in the forward estimates. The
Government is undertaking a fundamental tax reform programme that has, as one of
its aims, the formation of a simpler and fairer tax system that will also reduce the
revenue risk associated with such activity.

Developments in communications technology, such as the Internet, also raise a general
risk to the forward estimates of revenue. Such developments may allow the purchase
or sale of an increasing number of goods and services, including the provision of
labour services, in a way that challenges traditional tax allocation rules between
countries and mechanisms for tax collection. The Organisation for Economic
Cooperation and Development (OECD) has developed a framework of taxation
principles to apply to electronic commerce, and is working on options for
implementing those principles. Australia is contributing actively to this work. The
ATO has sought to raise awareness of these issues in its publications on Tax and the
Internet.

 Court decisions also increase the risk that revenue will be lower or higher than
anticipated. Court decisions can affect the interpretation of tax legislation and may
significantly change the level of revenue collected under that legislation.

Tax expenditures are often at risk of being exploited in an unexpected manner, which
can also have a significant effect on the forward estimates of revenue. The Government
receives a steady stream of calls for new tax expenditures to be granted. As a general
proposition, the granting of further tax expenditures will lead to the downward
adjustment of the forward estimates of revenue. Equally, the winding back of existing
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tax expenditures will generally require the upward adjustment of the forward
estimates of revenue. Following a review of existing tax expenditures, first announced
in the 1996-97 Budget, the Government is undertaking periodic monitoring and
evaluation of all tax expenditures through normal budget processes to ensure they
deliver Government assistance in an effective manner.

 Apart from the general risks mentioned above, which could have a cumulative impact
over time, there are general risks to the forward estimates which could have a
significant effect in any one year, but not necessarily a cumulative effect over time.
In any one year, revenue will be influenced by a number of factors, including for
example, the degree to which companies, superannuation funds and individuals
realise losses and capital gains, the valuation of stocks, the utilisation of specific tax
expenditures and taxpayer behavioural responses to revenue measures. Such factors
can have a significant effect on company tax collections and the revenue forgone
through tax expenditures. Generally, such factors can not, by their nature, be forecast
with a high degree of certainty.

6SHFLILF ULVNV

 There are also a number of specific risks to revenue that are currently the subject of
ongoing analysis and evaluation by the Treasury and the ATO. Such risks include, for
example, specific tax minimisation and avoidance schemes. Early detection and
Government response to such risks is desirable. It would be inappropriate to explicitly
identify such current specific risks until the Government is in a position to respond to
the risks. To do so may compromise the Government’s policy response and magnify
the downside risks to the forward estimates of revenue.

 The Government has announced a number of measures to date that have already been
factored into the forward estimates of revenue but are yet to be passed by Parliament.
Should the passage of legislation relating to these measures be delayed, amended or
rejected, the forward estimates would need to be adjusted.

5HQHJRWLDWLRQ RI GRXEOH WD[ DJUHHPHQWV �'7$V� ZLWK WKH 8QLWHG 6WDWHV DQG WKH 8QLWHG

.LQJGRP

Tax treaties promote closer economic cooperation between Australia and other
countries by eliminating possible barriers to trade and investment. They reduce or
eliminate double taxation of income flows between the treaty partner countries caused
by overlapping tax jurisdictions. They also establish greater legal and fiscal certainty
within which cross-border trade and investment can be carried on and promoted.
Another purpose is to create a framework for the exchange of information and
cooperation between the respective tax administrations as a means of combating
international tax avoidance and evasion.

Australia has commenced negotiations with both the United Kingdom and the United
States to revise the current DTAs Australia has with those countries (which have been
in effect since 1967, with amendment in 1980, and 1983 respectively). The aim of the
negotiations is to modernise the DTAs to take account of changes in the tax systems
and tax policies of each country because these DTAs do not properly reflect modern
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tax treaty policy and commercial practices. Depending on the negotiated outcome,
changes to the DTAs could have positive as well as negative revenue effects, and
implications for DTAs Australia has with other countries.

�,6&$/ 5,6.6��(;3(16(6

$WWRUQH\�*HQHUDO’V

1DWLYH WLWOH FRVWV

The Commonwealth has offered to assist the States and Territories in meeting
compensation costs associated with native title. The amounts that might be paid by the
Commonwealth will be subject to the terms of financial assistance agreements being
negotiated with the States and Territories and liabilities arising from the
Wik amendments to the Native Title Act 1993. The Commonwealth’s liability cannot be
quantified due to uncertainty about the number and effect of compensable acts, both in
the past and in the future, and the value of native title affected by those acts. Similarly,
it is not possible to quantify the liability for compensable acts for which the
Commonwealth may be directly liable.

The Commonwealth has also offered to assist the States with the costs of bodies
performing native title functions under State legislation. The extent of this assistance
will depend on the existence of such bodies, the timing of their recognition and the
extent of their use.

'HIHQFH

/LWLJDWLRQ FDVHV LQ WUDLQ

The Department of Defence is involved in many cases covering a wide range of
litigation where either the cases are yet to be heard or damages and costs have not
been awarded. The litigation involves Common Law liability, and claims before the
Human Rights and Equal Opportunity Commission. Litigation also involves asbestos
claims, and alleged defective administration by the Department. In total there are
350 claims, with a value of around $80 million.

)LQDQFH DQG $GPLQLVWUDWLRQ

0HPEHU &KRLFH DQG &RPPRQZHDOWK 6XSHUDQQXDWLRQ $UUDQJHPHQWV

New superannuation arrangements for Commonwealth employees have been
provided for in the forward estimates. These arrangements were intended to
commence 1 July 1999 although the arrangements have been deferred subject to the
passage of legislation currently before the Parliament. These new arrangements
provide for the closure of the Public Sector Superannuation Scheme (PSS) to new
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employees and would allow new employees to join a complying superannuation fund
or retirement savings account (RSA) offered by their employer. The arrangements also
provide for existing Commonwealth Superannuation Scheme (CSS) and PSS members
to choose to join another fund or RSA. Subject to a Government decision for a start
date, Budget estimates have assumed a start date of 1 July 2002 for both new and
existing employees. A later start date would improve the underlying cash balance
from 2002-03.

&RPPRQZHDOWK FLYLOLDQ VXSHUDQQXDWLRQ OLDELOLW\

Valuations of the Commonwealth’s civilian superannuation liability, including the
unfunded liability for the PSS and the CSS, are based on a range of financial and
experience assumptions. These valuations are subject to revision based on variations
between outcomes and assumptions, and the reassessment of the long term
assumptions used in actuarial valuations. The next full actuarial review of the Public
Sector Superannuation Scheme and the Commonwealth Superannuation Scheme will
be undertaken in 2002-03 based on data at 30 June 2002.

'HSDUWPHQW RI )LQDQFH DQG $GPLQLVWUDWLRQ OLWLJDWLRQ

The Department of Finance and Administration is involved in litigation where
two counter-claims for damages have been lodged against the Commonwealth. The
counter-claim by one group of defendants claims damages of $4.3 billion against the
Commonwealth although the basis for this amount is yet to be provided. The other
counter-claim has not specified any particular amount of damages.

$VVHW VDOHV ² 7HOVWUD

The forward estimates include the effect of the sale of the Commonwealth’s
shareholding in Telstra, noting that the level of proceeds will depend, inter alia, on the
prevailing levels of world equity markets at the time of the sale. The sale of the
Commonwealth’s remaining shareholding in Telstra is dependent on the passage of
legislation through the Parliament. The Government has committed not to introduce
such legislation until it is satisfied arrangements exist to deliver adequate services, in
particular to rural and regional Australia. The Government’s immediate priority is to
get more services into rural and regional areas. At the present time, the Government is
not satisfied that such arrangements are in place and believes more work needs to be
done, including in the context of the response to the Telecommunications Service
Inquiry into the adequacy of service levels in rural and regional areas.

1DWXUDO 'LVDVWHU 5HOLHI $UUDQJHPHQWV

Payments are made to State Governments under specific criteria relating to costs
incurred by the State Governments following natural disasters. An amount has been
included in the estimates for future payments. However, the actual level of payments
under this scheme would depend on the incidence and severity of natural disasters.
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+HDOWK DQG $JHG &DUH

0DMRU QHZ OLVWLQJV ² 3KDUPDFHXWLFDO %HQHILWV 6FKHPH DQG 0HGLFDUH

%HQHILWV 6FKHPH

From time to time new items are added to or removed from the Medicare Benefits
Scheme and Pharmaceutical Benefits Scheme schedules following independent
assessments of cost-effectiveness. Major new developments in medicines or medical
procedures could result in increases in expenses that exceed the provision in the
forward estimates. Similarly, significant shifts in usage patterns, which may occur for
particular drugs or groups of drugs from time to time, could result in increases in
expenses that exceed the provision in the forward estimates. It is not possible to
quantify the fiscal risk arising from such potential developments.

/LWLJDWLRQ FDVHV LQ WUDLQ

The Department of Health and Aged Care is presently involved in about 40 cases that
could result in a financial liability for the Commonwealth. These cases cover a wide
range of litigation, where either the cases have not been heard or damages have yet to
be awarded. The litigation now involves Creutzfeldt-Jacob disease, Acquired Immune
Deficiency Syndrome (AIDS), Hepatitis C, defective products, personal injuries,
the Department as an employer, and a variety of other claims against the
Commonwealth. It is not possible to quantify the fiscal risk arising from potential
developments.

,PPXQLVDWLRQ IXQGLQJ PHFKDQLVP

Future vaccine technology will result in new vaccines substituting for ones already in
use (multivalent vaccines which combine several vaccines into one, for example) and,
as a consequence, could result in higher unit costs of vaccines within the routine
schedule. Given the nature of current vaccine technology and the possible introduction
of new vaccines, specific costs cannot be precisely quantified at this stage. Fiscal risks
are expected to be small to moderate.

,PPLJUDWLRQ DQG 0XOWLFXOWXUDO $IIDLUV

8QDXWKRULVHG ERDW DUULYDOV

Unauthorised boat arrival numbers are volatile and difficult to predict. The number of
unauthorised boat arrivals to Australia in 2000-01 has not to date reached the
unprecedented levels experienced in 1999-2000. The Government's measures to reduce
unauthorised boat arrivals appear to be having an impact on people smuggling
operations, resulting in a reduction in arrival numbers. If the reduced arrivals level is
sustained, the forward estimates will be reduced.
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,QGXVWU\� 6FLHQFH DQG 5HVRXUFHV

&RUSRUDWLVDWLRQ RI WKH 6QRZ\ 0RXQWDLQV +\GUR�(OHFWULF $XWKRULW\ �60+($�

DQG HQYLURQPHQWDO IORZV LQWR WKH 6QRZ\ DQG 0XUUD\ 5LYHUV

The Commonwealth is providing $75 million over 10 years until 2011-12 as its
contribution to water savings projects as part of a commitment with the NSW and
Victorian governments to increasing environmental water flows in the Snowy and
Murray Rivers. The establishment of a joint government entity to oversee the
investment in the water savings projects will not occur until after SMHEA is
corporatised. The timing of the expenditure on water savings projects will be driven by
the corporatisation process and on how quickly a program of works can be developed
and implemented by the joint government entity. There may be a need to bring
forward Commonwealth expenditure.

5HSD\PHQW RI 6QRZ\ 0RXQWDLQV +\GUR�(OHFWULF 6FKHPH GHEW

Corporatisation of the Scheme is expected to occur shortly and will involve the
refinancing and early repayment of debt to the Commonwealth. The market value of
the debt was estimated to be $922 million as at 1 January 2001. Detailed arrangements
are to be finalised between the Commonwealth, New South Wales and Victorian
Governments, as shareholders in the new company. The amount and timing of
repayments will be influenced by the date of corporatisation and market conditions.

5HFRQFLOLDWLRQ DQG $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU $IIDLUV

+LQGPDUVK ,VODQG %ULGJH GDPDJHV FODLP

Judgement is awaited in a substantial damages claim brought by the developers of a
marina associated with the proposed Hindmarsh Island Bridge against the
Commonwealth and other parties who were involved in the decision to ban
construction of the bridge. The plaintiffs are claiming damages of $20 million.

7UHDVXU\

,QWHUQDWLRQDO 0RQHWDU\ )XQG �,0)� DVVLVWDQFH WR 7KDLODQG

Australia’s offer to provide bilateral financing of up to $1 billion in support of the
IMF programme in Thailand was taken up in the form of a series of currency swaps
between the Reserve Bank of Australia (RBA) and the Bank of Thailand. Under the
swap arrangements, the RBA provided $US862 million to the Bank of Thailand in
exchange for Thai baht. Repayments of swaps drawn under the facility began in
March 2001, with a repayment of $US100 million. Repayment in full is scheduled to
occur no later than July 2004. In the event of default, the ability of the RBA to maintain
the dividend stream projected in the forward estimates may be affected.
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7UDQVLWLRQDO DUUDQJHPHQWV IRU UHIRUPV WR &RPPRQZHDOWK�6WDWH ILQDQFLDO

UHODWLRQV

The Commonwealth has guaranteed that in each of the transitional years following the
introduction of The New Tax System, each State’s budgetary position will be no worse
off than had the reforms to Commonwealth-State financial relations not been
implemented.

To meet this guarantee, the Commonwealth pays the States transitional
assistance (known as Budget Balancing Assistance) to cover any shortfall of GST
revenue below the Guaranteed Minimum Amount (GMA). The GMA calculates the
amount of funding each State would have had available to it under the previous tax
system.

As a result of this transitional arrangement, a shortfall in estimated GST revenue may
result in increased expenses to the Commonwealth. (Further details are in Budget Paper
No. 3.)

9HWHUDQV¶ $IIDLUV

3D\PHQWV WR 3ULVRQHUV RI :DU RI WKH -DSDQHVH

The Government has committed to make a one-off payment of $25,000 to certain
former Australian Prisoners of War of the Japanese on their surviving spouse. The
intention is to make this payment in the 2000-01 financial year, and an amount has
been included in the estimates for these payments. However, the actual level of
payments will be dependent upon the response from claimants and the claims
assessment process. Those claims not paid in the 2000-01 financial year will be assessed
and paid in the 2001-02 financial year.

�217,1*(17 /,$%,/,7,(6��48$17,),$%/(

&RPPXQLFDWLRQV� ,QIRUPDWLRQ 7HFKQRORJ\ DQG WKH $UWV

$XVWUDOLDQ %URDGFDVWLQJ &RUSRUDWLRQ �$%&�

The Commonwealth has guaranteed loans by the ABC. These loans were largely used
to meet costs relating to the construction of premises for the ABC at Southbank in
Melbourne and Ultimo in Sydney. The principal amount covered by the guarantee as
at 31 March 2001 was $90 million, a decrease of $53 million since the 2000-01 Budget.

6SHFLDO %URDGFDVWLQJ 6HUYLFH &RUSRUDWLRQ �6%6�

The Commonwealth has guaranteed a loan taken out by the SBS. The principal amount
covered by the guarantee as at 31 March 2001 was $39 million. The loan was used to
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pay for the refurbishment and enhancement of the Service’s premises at Artarmon in
Sydney.

$UW ,QGHPQLW\ $XVWUDOLD

The amount indemnified for artworks on loan to galleries participating in exhibitions
under the Scheme is $1.5 billion as at 31 March 2001. This figure will vary as
participating exhibitions commence and cease, and as exchange rates fluctuate (as
indemnities are often fixed in terms of foreign currency amounts).

'HIHQFH

0LOLWDU\ &RPSHQVDWLRQ

Contingent liabilities exist in relation to military compensation claims to the value of
some $27 million. The total amount relates to outstanding claims for non-economic loss
as a consequence of the Federal Court decision in Schlenert v the Australian and Overseas
Telephone Corporation 1995.

$XVWUDOLDQ 'HIHQFH ,QGXVWULHV /LPLWHG �$',� ± :DUUDQW\ RQ VDOH�

On completion of the sale of ADI Ltd on 29 November 1999, the Commonwealth
provided warranties relating to the accuracy of representations to the purchaser
regarding a number of matters. Breaches of Commonwealth warranties are subject to
limit of liability of $25 million for warranty claims arising from the Sale Agreement,
except in relation to breaches of warranty relating solely to Commonwealth contracts
or claims where the limit is $50 million. Since last Budget the purchaser, Thomson CSF
Pty, has lodged 11 claims against the Defence Force for breach of warranty on sale. The
total value of the claims is between $18.8 million and $50 million.

(GXFDWLRQ� 7UDLQLQJ DQG <RXWK $IIDLUV

&RPPRQZHDOWK ORDQ JXDUDQWHHV ² *URXS 7UDLQLQJ

The Minister for Education, Training and Youth Affairs is authorised to issue
Commonwealth guarantees on a limited number of loans made to
Commonwealth-endorsed Group Training companies. These loans provide access to
additional working capital required to expand the number of apprentices and trainees
that may be employed through Group Training companies. The maximum guarantee
of each loan is $175,000 with the total value of all guarantees capped at $30 million.
As of 31 March 2001, two Commonwealth Loan Guarantees for $175,000 each were
issued by the Commonwealth.
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)LQDQFH DQG $GPLQLVWUDWLRQ

&RP/DQG /LPLWHG

Bank borrowings by ComLand Limited are explicitly guaranteed by the
Commonwealth up to a limit of $60 million, comprising $50 million for principal and
$10 million for accrued interest and other costs.

)RUHLJQ $IIDLUV DQG 7UDGH

([SRUW )LQDQFH DQG ,QVXUDQFH &RUSRUDWLRQ �(),&�

The Commonwealth guarantees the due payments by EFIC of money that is, or may at
any time become, payable by EFIC to any body other than the Commonwealth. As at
31 March 2001, the Commonwealth’s total contingent liability was $8.1 billion,
comprising EFIC’s balance sheet liabilities ($1.4 billion), contracts of insurance and
guarantees ($3.6 billion) and national interest account liabilities ($3.2 billion).

,QGXVWU\ 6FLHQFH DQG 5HVRXUFHV

$XVWUDOLDQ ,QGXVWU\ 'HYHORSPHQW &RUSRUDWLRQ �$,'&�

As at 31 March 2001, the Corporation’s contingent liabilities were approximately
$126 million in respect of guarantees and credit risk facilities. The Corporation’s other
guaranteed borrowings totalled approximately $1.50 billion as at 31 March 2001. These
have been offset by holdings in Commonwealth Government securities and certain
hedging instruments, all of which are fully guaranteed by Warburg Dillon
Read (formerly known as UBS Australia Ltd).

6QRZ\ 0RXQWDLQV +\GUR�(OHFWULF $XWKRULW\ �60+($�

The Snowy Mountains Hydro-Electric Power Act 1949 provides that borrowings by
SMHEA may be guaranteed by the Commonwealth. The Authority has issued
inscribed stock to finance capital works of the Scheme. The borrowings are subject to
explicit Commonwealth guarantees. As at 31 March 2001, the face value of guaranteed
borrowings was $182 million, having a net value of $122 million after adjustment for
the unamortised discount.

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

0DULWLPH LQGXVWU\ UHIRUP

On 18 August 1998 the Commonwealth provided a guarantee to cover borrowings
made by the Maritime Industry Finance Company (MIFCo) to finance redundancy
related payments in the stevedoring and maritime industries. Outstanding borrowings
covered by the guarantee as at 31 March 2001 were $148 million.
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7UHDVXU\

*XDUDQWHHV XQGHU WKH &RPPRQZHDOWK %DQN 6DOH $FW ����

Under the terms of the Commonwealth Bank Sale Act 1995, the Commonwealth has
guaranteed various liabilities of the Commonwealth Bank of Australia (CBA), the
Commonwealth Bank Officers’ Superannuation Corporation (CBOSC) and the
Commonwealth Development Bank. The guarantee for the CBA relates to both on and
off-balance sheet liabilities. Of the existing contingent liability, 40 per cent involves
off-balance sheet liabilities. As at 30 June  2000 (the latest available figures), the balance
of the guarantee was $19.2 billion, a reduction of $74.9 billion on the previous year.

The guarantee for CBOSC covers the due payments of any amount that is payable to or
from the Fund, by CBOSC or by the Bank, in respect of a person who was a member,
retired member or beneficiary of the Fund immediately before 19 July 1996. Total
accrued benefits at 30 June 2000 have been valued at $3.7 billion following an actuarial
review. The outstanding value subject to the guarantee is estimated to be $3.7 billion.

As of 1 July 1996, the Commonwealth Development Bank ceased to write new business
and no additional liabilities are being incurred. The existing contingent liability will
gradually decline with the retirement of existing loans and exposures. The revised
estimate for the balance of this guarantee was $20.3 million as at 30 June 2000 .

5HVHUYH %DQN RI $XVWUDOLD JXDUDQWHH

This contingent liability relates to the Commonwealth’s guarantee of the liabilities of
the RBA. The major component of RBA liabilities relates to Notes (that is, currency) on
Issue. This treatment of Notes largely relates to the historical convention of the
convertibility of Notes to gold — coins are not treated as a liability in the
Commonwealth’s accounts. As at 25 April 2001, Notes on Issue totalled $27.3 billion. In
total, the guarantee for the Reserve Bank was $54.8 billion as at 25 April 2001,
reflecting an increase of around $12.4 billion since the 2000-01 Budget.

8QFDOOHG FDSLWDO VXEVFULSWLRQV ² LQWHUQDWLRQDO ILQDQFLDO LQVWLWXWLRQV

The liability relates to the value of the uncalled portion of the Commonwealth's shares
at 30 March 2001 in the International Bank for Reconstruction and
Development ($US2.8 billion — estimated value $A5.6 billion), the Asian Development
Bank ($US2.4 billion — estimated value $A5.0 billion), the European Bank for
Reconstruction and Development (EBRD) ($US82 million plus EUR77.5 million —
estimated value $A306 million), and the Multilateral Investment Guarantee
Agency (MIGA) ($US26 million — estimated value $A54 million). The values of the
uncalled capital portions for the EBRD and MIGA include Australia’s subscriptions to
the general capital increases for both of these institutions, as announced in the
2000-01 Budget. These subscriptions did not affect the fiscal balance or the underlying
cash balance as the transactions involved are considered to be financing transactions.
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Some former crew members of HMAS MELBOURNE have instituted legal proceedings
against the Commonwealth claiming damages for injuries relating to the collision with
HMAS VOYAGER on 10 February 1964. To date, 107 claims remain current. A number
of dependency claims arising from that collision have also been made or foreshadowed
by the dependants of deceased members of the crew of HMAS VOYAGER. To date a
number of claims from dependants have been settled and 33 additional claims have
been foreshadowed. There is a possibility that further claims will be made by former
members of crew of HMAS MELBOURNE and the dependants of deceased members
of the crew of HMAS VOYAGER.

There is also a claim against the Commonwealth for damages for injuries allegedly
sustained as a result of the HMAS MELBOURNE/USS FRANK E EVANS collision of
3 June 1969. It is possible that further claims will be made by former crew members of
HMAS MELBOURNE arising out of that collision.

Twenty-five claims for damages for injuries allegedly arising out of an incident aboard
HMAS STALWART that occurred on 22 October 1985 have been settled. Another five
claims are currently the subject of legal proceedings. It is possible that former crew of
HMAS STALWART and the dependants of deceased members of the crew will make
further claims.

(QYLURQPHQW DQG +HULWDJH

1HZFUHVW 0LQLQJ �:$� /LPLWHG DQG %+3 0LQHUDOV /LPLWHG Y WKH

&RPPRQZHDOWK RI $XVWUDOLD DQG WKH 'LUHFWRU RI 1DWLRQDO 3DUNV DQG :LOGOLIH

In August 1997, the High Court of Australia found that the declarations of Stage 3
Kakadu National Park in 1987, 1989 and 1991 were technically invalid with respect to
23 small areas in the south-east of the park covered by existing mineral leases held by
the Newcrest group of companies. The reason for this decision was that the declaration
over these areas had, with the absolute prohibition on mining activities in Kakadu
under the National Parks and Wildlife Conservation Act 1975, affected an acquisition of
property without payment of just terms compensation, as required by the Australian
Constitution.

The Minister for Environment and Heritage has indicated that the lease areas need to
be re-incorporated within the Park and that the Government will address the issue of
‘just terms’ compensation. The quantum of compensation payable for the leases and
the financial consequences of incorporation of the leases into Kakadu are under active
consideration. Regardless of the amount of compensation, there is an obligation for the
Commonwealth to pay court costs on behalf of Newcrest. The Government has entered
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a dialogue with mining company representatives about the matter. The process was
still underway as at March 2001.

)LQDQFH DQG $GPLQLVWUDWLRQ

&RP/DQG /LPLWHG ² ODQG UHPHGLDWLRQ

The Commonwealth has indemnified the ComLand Group in the event that the Group
incurs certain land remediation expenses where the need for such remediation was not
identified when the land was transferred to ComLand.

(PSOR\PHQW 1DWLRQDO /LPLWHG �(1� ² ERDUG PHPEHUV’ LQGHPQLW\

Indemnities by the Commonwealth have been provided to EN board members to
protect against civil claims relating to their employment and conduct as directors.
These indemnities are unquantifiable and no expiry date has been set.

(PSOR\PHQW 1DWLRQDO /LPLWHG �(1� ² OHWWHU RI FRPIRUW DUUDQJHPHQWV

To protect the Government’s investment in EN during the company’s restructuring, a
letter of comfort has been provided to the company by the Commonwealth indicating
continuing financial support for the company. The Commonwealth’s exposure under
this letter of comfort  is unquantifiable.

,QGHPQLWLHV IRU WKH 5HVHUYH %DQN RI $XVWUDOLD �5%$� DQG SULYDWH VHFWRU

EDQNV

Under contractual arrangements for transactional banking services entered into by
agencies covered by the Financial Management and Accountability Act 1997, the
Commonwealth has indemnified the RBA and private sector banks against loss and
damage arising out of acts or omissions by the Commonwealth, including by error,
fraud, negligence or transactions made without the authority of the Commonwealth.

$XVWUDOLDQ 5LYHU &RPSDQ\ /LPLWHG ² GLUHFWRUV¶ LQGHPQLWLHV

The Commonwealth has indemnified ARCo Board members and management, in the
event ARCo ceased to exist, against civil claims relating to employment and conduct as
directors and management of ARCo and subsidiary companies. Liability is subject to
the terms of the indemnities.

$XVWUDOLDQ 'HIHQFH ,QGXVWULHV /LPLWHG ² RIILFHUV DQG GLUHFWRUV’ LQGHPQLWLHV

Under the sale agreements for ADI, the Commonwealth has indemnified the directors,
officers and employees for claims and legal costs associated with assistance related to
the sale of the Commonwealth’s shares in the company. The Commonwealth has also
agreed to be responsible for the payment of the amount of any excess in respect of any
claim under the policy where ADI Limited is unable to pay the excess post-sale.
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3DUWLDO VDOH RI 7HOVWUD &RUSRUDWLRQ ² VHFRQG WUDQFKH

Certain indemnities have been provided to Telstra, its directors, certain Telstra
executives, employees and other parties connected with the sale. Telstra directors are
indemnified against liabilities arising by reason of acts or omissions in connection with
the offer.

,QGHPQLWLHV UHODWLQJ WR RWKHU DVVHW VDOHV

Indemnities have been given in respect of a range of other asset sales. Details of these
indemnities have been provided in previous Budget and Mid-year Economic and Fiscal
Outlook (MYEFO) papers, for example see pages 4-35 to 4-41 in the
2000-01 Budget Paper No. 1.

+HDOWK DQG $JHG &DUH

&RPPRQZHDOWK 6HUXP /DERUDWRULHV �&6/� /LPLWHG

Commonwealth Serum Laboratories Limited is indemnified against claims made by
persons who contract specified infections from specified products and against
employees contracting asbestos-related injuries. Commonwealth Serum Laboratories
Limited has unlimited cover for most events that occurred before the sale of CSL
Limited on 1 January 1994, but has more limited cover for a specified range of events
that might occur during the period of the current contract. Given the open-ended
nature of some of the indemnities, damages and risk cannot be quantified.

%ORRG DQG EORRG SURGXFWV OLDELOLW\ FRYHU

The Commonwealth has signed a memorandum of understanding (MoU) with the
States, Territories and the Australian Red Cross Blood Service (ARCBS) to establish a
National Managed Fund (NMF). The NMF will be established as a discretionary trust.
The NMF is necessary to establish a single consistent approach to pooling the liability
risks associated with the supply of blood and blood products by the ARCBS within the
Commonwealth of Australia. The NMF replaces previous arrangements which were
on a state by state basis. The MoU provides for the parties to contribute to the NMF
taking into account, inter alia, potential claims payments; the level of funds in the NMF
and investment earnings; and a prudential allowance for liabilities incurred but not the
subject of claims.

If there are insufficient funds to cover claim costs, the MoU provides for each party to
contribute funds in accordance with allocation provisions prevailing at the time.

Under the MoU, the blood and blood products liability cover for the ARCBS is
effective from 1 July 2000 and remains in force until all parties agree to terminate the
arrangements from an agreed date. The MoU provides for each party to remain liable
for: their share of all claims settled with the terms of the MoU including any claims
made after the date of termination; and any unresolved claims arising out of events
between the commencement date and the date of termination.
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5HFRQFLOLDWLRQ DQG $ERULJLQDO DQG 7RUUHV 6WUDLW ,VODQGHU $IIDLUV

6HSDUDWLRQ RI $ERULJLQDO FKLOGUHQ IURP WKHLU IDPLOLHV LQ WKH 1RUWKHUQ

7HUULWRU\

Earlier laws, policies and practices in relation to the Commonwealth's administration
of the Northern Territory led to the separation of certain indigenous children from
their families. There are currently over 2,100 claims pending against the
Commonwealth for (largely unspecified) damages in relation to alleged forcible and
wrongful separations (mostly by the children of those allegedly forcibly and
wrongfully removed). Only two of these claims have so far proceeded to hearing.
These were dismissed by the Federal Court in Darwin in August 2000, but are
currently under appeal to the Full Bench of the Federal Court.

7UDQVSRUW DQG 5HJLRQDO 6HUYLFHV

0DULWLPH ,QGXVWU\ )LQDQFH &RPSDQ\ /LPLWHG ² ERDUG PHPEHUV’ LQGHPQLW\

Indemnities for MIFCo board members have been provided to protect against civil
claims relating to employment and conduct as directors of MIFCo. These indemnities
are unquantifiable and no expiry date has been set.

6WHYHGRULQJ ,QGXVWU\ )LQDQFH &RPPLWWHH

The Stevedoring Industry Finance Committee (SIFC) faces an increasing number of
claims for asbestos related injuries to former waterside workers, and a class action
against SIFC was initiated in February 2001 by Slater & Gordon. These injury claims
were inherited from the Australian Stevedoring Industry Authority. Costs that may
arise from these claims cannot be determined and are therefore unquantifiable. The
number of claims likely to be made in the future is also unknown.

$XVWUDOLDQ 0DULWLPH 6DIHW\ $XWKRULW\ �$06$� ² LQVXUDQFH FODLPV

AMSA is subject to a professional negligence claim seeking unspecified damages
arising from a search and rescue incident involving the loss of one life. The flotation
device manufacturer is a second defendant. The claim is being defended, although it is
not possible to estimate the amounts of any eventual payments that may result. The
insurer has indemnified AMSA, although AMSA will be liable for any policy excess.

$XVWUDOLDQ 0DULWLPH 6DIHW\ $XWKRULW\ �$06$� ² LQFLGHQW FRVWV

In the normal course of operations, AMSA is responsible for the provision of funds
necessary to meet the clean-up costs arising from ship-sourced marine pollution. The
Commonwealth has agreed that AMSA’s responsibility should be limited to a
maximum expense of $10 million, and has arranged a stand-by loan facility for this
purpose. The Commonwealth will provide funds in the event that costs exceed the
limit. In all circumstances the Authority is responsible for making appropriate efforts
to recover the costs of any such incidents.
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$XVWUDOLDQ 1DWLRQDO 5DLOZD\V &RPPLVVLRQ �$1� ² WUDQVIHU RI OLDELOLWLHV

As a result of the wind-up of the Australian National Railways Commission, all
associated contracts, assets and liabilities become the responsibility of the
Commonwealth. At this stage, it is not possible to quantify liabilities as they involve
uncertain legal processes and ex-employee claims.

1DWLRQDO FRGHV RI SUDFWLFH IRU UDLOZD\V ² ,QGXVWU\ $GYLVRU\ &RPPLWWHH

Under an Inter-Governmental Agreement on Rail Operational Uniformity, an advisory
committee has been formed to provide advice to the Australian Rail Operations Unit
on all aspects of the development and implementation of uniform operational codes
for the defined interstate rail network. The Commonwealth indemnifies members of
the Advisory Committee as if they were Commonwealth employees. It is not possible
to quantify liability risk.

7ULSDUWLWH 'HHG UHODWLQJ WR WKH VDOH RI &RUH 5HJXODWHG $LUSRUWV

Tripartite Deeds apply to the 12 Core Regulated Airports (Sydney, Melbourne,
Brisbane, Perth, Canberra, Coolangatta, Townsville, Adelaide, Hobart, Launceston,
Darwin and Alice Springs). The Tripartite Deeds between the Commonwealth, airport
lessees and lessees’ financiers provide for the Commonwealth to usurp control as
airport operator in defined circumstances. The Deeds also provide protection to
secured financiers where a lease termination event occurs.

The potential liability of the Commonwealth would vary considerably with the specific
factors leading to a lease termination. If the Commonwealth entered into possession of
an airport site it could seek to recover its costs from a number of sources, including
airport revenues, the Airport lessee company and potentially, from the financiers
themselves.

Where the Commonwealth takes action to terminate the Airport Lease, secured
financiers can recover their loans from funds obtained by the Commonwealth from
reselling the airport lease. If not resold, the Commonwealth and the financiers are to
obtain a valuation of the airport lease that will set the basis for a repayment of
financiers’ loans by the Commonwealth.

)HGHUDO $LUSRUWV &RUSRUDWLRQ �)$&� WUDQVIHU RI OLDELOLWLHV WR WKH
&RPPRQZHDOWK

On 24 September 1998 the Commonwealth assumed responsibility for all remaining
assets, liabilities and contracts of the FAC on the wind-up of the Corporation. All of the
known liabilities have been settled, however there is a risk that undisclosed liabilities
remain.

The Commonwealth assumed responsibility on 1 July 1998 for a contingent liability of
the corporation which relates to debtors of the FAC who are challenging the validity of
network charges made under the Federal Airports Corporation Act 1986. If the network
charging approach is found to be invalid, this raises the prospect of further claims
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from other airport users who have previously paid network-based charges to the
Corporation. There is no basis for quantifying potential claims.

7UHDVXU\

&KDQJHV LQ YDOXH RI FURVV FXUUHQF\ VZDSV DQG IRUHLJQ FXUUHQF\ GHQRPLQDWHG

GHEW

Significant net foreign exchange gains or losses could be recorded in the AAS31
operating statement if there is a significant change in the nominal exchange rate. This
is because a change in the nominal exchange rate results in a change in the net
principal value of cross currency swaps and foreign currency denominated debt. The
direction of movement in the exchange rate will determine whether there is a net
foreign exchange gain or a loss. A gain is a positive risk to the operating result, while a
loss is a negative risk. Net foreign exchange gains or losses do not have any impact on
the fiscal balance.

+RXVLQJ /RDQV ,QVXUDQFH &RUSRUDWLRQ �+/,&�

The HLIC was sold by the Commonwealth on 12 December 1997 and all residual
contingencies have been assumed by the Commonwealth. The principal amount
covered by the guarantee and the balances outstanding are unable to be reliably
measured. The guarantee relates essentially to the HLIC’s contracts of mortgage
insurance and any borrowings approved by the Treasurer up to the time of sale.
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The 2001-02 Budget has been prepared in accordance with the Australian Bureau of
Statistics (ABS) accrual Government Finance Statistics (GFS) framework. Financial
statements and additional agency statistics conforming with Australian Accounting
Standard No. 31 (AAS31) are also provided, as required under the Charter of Budget
Honesty Act 1998. The GFS accrual framework provides the basis on which the major
budget aggregates — the fiscal and underlying cash balances — are calculated.
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The Commonwealth Charter of Budget Honesty Act 1998 requires that the budget be
based on external reporting standards. In accordance with the Charter, the major
external standards used in the budget are the Australian Bureau of Statistics (ABS)
accrual Government Finance Statistics (GFS) framework and Australian accounting
standards, including Australian Accounting Standard No. 31 Financial Reporting by
Governments (AAS31). The Charter also requires that departures from applicable
external reporting standards be identified.

The major budget aggregates (including the fiscal and underlying cash balances) are
based on the accrual GFS framework. The next section of this statement provides an
overview of the operation of the GFS framework and a discussion of the GFS financial
statements, including the major fiscal aggregates. It also includes some brief
information on AAS31.

�&&58$/ 
���)5$0(:25.

The GFS reporting framework is a specialised statistical system designed to support
economic analysis of the public sector. It allows comprehensive assessments to be
made of the economic impact of government and is consistent with international
statistical standards (the System of National Accounts 1993 (SNA93) and the draft accrual
version of the IMF’s A Manual on Government Finance Statistics). Additional information
on the Australian accrual GFS framework is available in the ABS publication
Information Paper: Accruals-based Government Finance Statistics, 2000 (Cat. No. 5517.0).

1DWXUH RI WKH *)6 IUDPHZRUN

The accrual GFS framework is based on an integrated recording of flows and stocks.
Flows reflect the creation, transformation, exchange, transfer or extinction of economic
value. They involve changes in the volume, composition or value of a unit’s assets,
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liabilities and net worth. Stocks refer to a unit’s holdings of assets, liabilities and net
worth at a point in time.

Two types of flows are distinguished:  transactions and other economic flows.

•  Transactions represent flows that come about as a result of mutually agreed
interactions between units or within a single unit. Despite their compulsory nature,
taxes are transactions that are deemed to occur by mutual agreement between the
government and the taxpayer.

•  Other economic flows represent changes to stocks that do not result from a
transaction. Other economic flows arise from changes to stocks caused by price
movements (revaluations), including interest and exchange rate movements, and
phenomena such as discoveries, depletion and destruction.

The GFS conceptual framework is divided into a number of separate statements, each
of which is designed to draw out analytical aggregates or balances of particular
economic significance. Taken together, these aggregates provide for a thorough
understanding of the financial position of the public sector entities. The GFS
statements reported in the budget are the operating statement, balance sheet and the
cash flow statement. A discussion of each of these statements follows.

*)6 RSHUDWLQJ VWDWHPHQW

The operating statement presents details of transactions in GFS revenues,
GFS expenses and the net acquisition of non-financial assets (net capital investment)
for an accounting period.

GFS revenues are broadly defined as transactions that increase net worth (effectively
inflows) and GFS expenses as transactions that decrease net worth (effectively
outflows) — net worth is defined in the balance sheet section below.

GFS revenues less GFS expenses gives the GFS net operating balance. Conceptually,
the net operating balance measures government saving plus capital transfers.

The net acquisition of non-financial assets (net capital investment) measures the
change in non-financial assets owned by the government. As such, it measures the net
effect of purchases, sales and consumption (eg depreciation of fixed assets and use of
inventory) of non-financial assets during an accounting period.

Net acquisition of non-financial assets equals gross fixed capital formation, less
depreciation, plus changes (investment) in inventories, plus other transactions in
non-financial assets. Each of these items is briefly expanded upon below:

•  Gross fixed capital formation comprises purchases less sales of fixed assets (such as
buildings).

•  Depreciation measures consumption of fixed assets, such as through physical
deterioration or normal obsolescence, as they are used in production.
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•  Changes in inventories measures investment in new inventory stocks less use of
current inventories.

•  Other transactions in non-financial assets mainly comprises (for the
Commonwealth general government sector) changes in the value of
work-in-progress and software assets and transactions in non-reproducible,
intangible assets (such as telecommunications spectrum).

)LVFDO EDODQFH

The fiscal balance (or GFS net lending/borrowing) is the net operating balance minus
net capital investment. The diagram in Figure 1 shows a pictorial calculation of the
2001-02 fiscal balance and the relationship between the operating balance components.

)LJXUH �� &DOFXODWLRQ RI WKH ILVFDO EDODQFH �������� %XGJHW�
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The fiscal balance measures, in accrual terms, the gap between government savings
plus net capital transfers and investment in non-financial assets. As such, it
approximates the contribution of the Commonwealth general government sector to the
balance on the current account in the balance of payments.

A fiscal balance surplus indicates that the Commonwealth is placing financial
resources at the disposal of other sectors (that is, the Commonwealth is lending to
other sectors). A fiscal balance deficit indicates that the Commonwealth is utilising the
financial resources of other sectors. Thus, fiscal balance can be viewed as a global
indicator of the financial impact of Commonwealth Government operations on the rest
of the economy.

%DODQFH VKHHW

The balance sheet shows stocks of assets, liabilities and GFS net worth. Net debt is also
reported in the balance sheet.

Assets represent instruments or entities over which ownership rights are enforced by a
unit, from which economic benefits may be derived by holding them, or using them,
over a period of time. Liabilities represent obligations to provide economic value to
other institutional units.

The net worth of the general government sector is defined as assets less liabilities. For
the public financial corporations and public non-financial corporations sectors, the
formula becomes assets less liabilities less shares and other contributed capital. Net
worth is an economic measure of wealth. It reflects the contribution of the
Commonwealth to the wealth of Australia.

Net debt is defined as the sum of selected financial liabilities (deposits held; advances
received; and borrowing) minus the sum of selected financial assets (cash and deposits;
advances paid; and investments, loans and placements). Net debt is a common
measure of the strength of a government’s financial position.

&DVK IORZ VWDWHPHQW

The cash flow statement identifies how cash is generated and applied in a single
accounting period. ‘Cash’ means cash on hand (notes and coins held and deposits held
at call with a bank or other financial institution) and cash equivalents (highly liquid
investments that are readily convertible to cash on hand at the investor’s option and
overdrafts considered integral to the cash management function).

The cash flow statement reflects a cash basis of recording (rather than an accrual basis)
where the information has been derived indirectly from underlying accrual
transactions and movements in balances. This, in effect, means that transactions are
captured when cash is received or when cash payments are made. Cash transactions
are specifically identified because cash management is considered an integral function
of accrual budgeting.
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8QGHUO\LQJ FDVK EDODQFH

The underlying cash balance (GFS surplus/deficit) is the cash counterpart of the fiscal
balance. For the general government sector it is calculated as shown below.

Net cash flows from operating activities
plus

Net cash flows from investments in non-financial assets

less

Acquisitions of assets acquired under finance leases and similar arrangements
equals

Underlying cash balance

The underlying cash balance is a broad indicator of the Commonwealth’s cash flow
requirements. An underlying cash surplus reflects the extent to which cash is available
to the Commonwealth to either increase its financial assets or decrease its
liabilities (assuming no revaluations and other changes occur). An underlying cash
deficit is a measure of the extent to which the Commonwealth requires cash, either by
running down its financial assets or by drawing on the cash reserves of other sectors.

+HDGOLQH FDVK EDODQFH

The headline cash balance is calculated by adding ‘cash flows from investments in
financial assets for policy purposes’ to the underlying cash balance.

Cash flows from investments in financial assets for policy purposes1 include equity
transactions (such as privatisations of government businesses) and net advances
(major examples for the Commonwealth relate to cash flows from loans to the States,
loans to students under the Higher Education Contribution Scheme (HECS), and
contributions to international organisations that increase the Commonwealth’s
financial assets).

�(&725$/ &/$66,),&$7,216

GFS data are presented by institutional sector, distinguishing between the general
government sector, the public non-financial corporations (PNFC) sector and the public
financial corporations (PFCs) sector.

Budget reporting focuses on the general government sector. This sector provides
public services that are mainly non-market in nature, and for the collective
consumption of the community, or involve the transfer or redistribution of income.
These services are largely financed through taxes and other compulsory levies,

1 These cash flows used to be known as net advances under the cash budgeting framework.
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although user charging and external funding have increased in recent years. This
sector comprises all government departments, offices and some other bodies.

The PNFC sector comprises bodies that provide goods and services that are mainly
market, non-regulatory and non-financial in nature, financed predominantly through
sales to the consumers of these goods and services. In general, PNFCs are legally
distinguishable from the governments that own them. A list of major Commonwealth
PNFCs is provided in Box 1 below.

%R[ �� /LVW RI PDMRU &RPPRQZHDOWK SXEOLF QRQ�ILQDQFLDO FRUSRUDWLRQV

DW 0D\ ����

$LUVHUYLFHV $XVWUDOLD $OEXU\�:RGRQJD 'HYHORSPHQW &RUSRUDWLRQ

$XVWUDOLDQ 'DLU\ &RUSRUDWLRQ $XVWUDOLDQ *RYHUQPHQW 6ROLFLWRU

$XVWUDOLDQ +HDULQJ 6HUYLFHV $XVWUDOLDQ 3RVWDO &RPPLVLRQ

$XVWUDOLDQ 5DLO 7UDFN &RUSRUDWLRQ $XVWUDOLDQ 6XEPDULQH &RUSRUDWLRQ

(PSOR\PHQW 1DWLRQDO (VVHQGRQ $LUSRUW /LPLWHG

1DWLRQDO 5DLO &RUSRUDWLRQ /LPLWHG 6QRZ\ 0RXQWDLQV +\GUR (OHFWULF $XWKRULW\

6\GQH\ $LUSRUWV &RUSRUDWLRQ /LPLWHG 7HOVWUD &RUSRUDWLRQ /LPLWHG

Together the general government sector and the PNFC sector comprise the
non-financial public sector.

The GFS coverage of the public sector also includes PFCs. Information on PFCs is not
included in the budget as the Commonwealth only reports PFC information in its Final
Budget Outcome, as required under the Accrual Uniform Presentation Framework.

PFC bodies are engaged in financial intermediation services or auxiliary financial
services. They are able to incur financial liabilities on their own account. This sector
includes the Reserve Bank of Australia.

The total public sector comprises all sectors of government — general government, the
PNFC sector and the PFC sector.

�8675$/,$1 �&&2817,1* �7$1'$5' �2��������������(3257,1*

�5$0(:25.

Australian Accounting Standard No. 31 — Financial Reporting by Governments (AAS31)
requires governments to prepare accrual-based general purpose financial reports,
including in relation to the assets they control and any liabilities incurred, their
revenues and expenses, and cash flows. Reporting under this framework is intended to
provide a consolidated overview of the financial performance and position of
government, including in the area of financing and investing activities.
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There are three main general purpose statements that must be prepared in accordance
with the AAS31 framework. These are:

•  a statement of revenue and expenses;

•  a balance sheet; and

•  a statement of cash flows.

In addition to these general purpose statements, the standard requires notes to the
financial statements to be prepared which report disaggregated information in relation
to the financial performance and financial position of the government. The notes
should also include other information seen as relevant to users.

While AAS31 provides a general framework for accrual budgeting and financial
reporting by governments, compliance with all other applicable accounting standards
is required. Exceptions to this rule are explicitly stated in AAS31.

A full set of AAS31 financial statements and accompanying notes prepared for the
general government sector can be found in Statement 10.

�(&21&,/,$7,21 2) 
���$1' ������$**5(*$7(6

There is a general consistency of treatment between GFS and accounting standards.
The GFS and AAS31 definitions of the scope of the public sector agree in almost all
cases, with AAS31 recommending the same segmentation of the public sector into
general government, public non-financial corporations (PNFC) and public financial
corporations (PFC) sectors.

Transactions are generally treated in a similar manner by GFS and accounting
standards; however, where GFS is a framework designed to facilitate macro-economic
analysis, AAS31 is designed as a standard for general purpose financial reporting. The
different objectives of the two systems lead to some variation in the treatment of
certain items.

In particular, revaluations of assets and liabilities are classified differently under the
AAS31 and GFS standards. Major revaluations include: writedowns of bad and
doubtful debts (excluding those that are mutually agreed); changes in the valuation of
superannuation liabilities; and foreign exchange gains and losses.

Under AAS31 reporting, valuation changes may affect revenues or expenses. However,
under GFS reporting revaluations are not considered to be transactions (that is, they
are considered to be other economic flows) and accordingly do not form part of
revenues or expenses. Therefore, most revaluations are not taken into account in the
calculation of the GFS net operating balance or fiscal balance.

Some of the major differences between the GFS and AAS31 treatments of transactions
are outlined in Table 1. Further information on the differences between the two
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systems is provided in the ABS publication Information Paper: Accruals-based
Government Finance Statistics (Cat. No. 5517.0).

7DEOH �� 6HOHFWHG GLIIHUHQFHV EHWZHHQ $$6�� DQG *)6 UHSRUWLQJ VWDQGDUGV

,VVXH $$6�� 7UHDWPHQW *)6 7UHDWPHQW

3URYLVLRQV IRU EDG DQG GRXEWIXO

GHEWV DQG DVVHW ZULWHGRZQV

7UHDWHG DV SDUW RI RSHUDWLQJ

H[SHQVHV�

7UHDWHG DV UHYDOXDWLRQV� H[FHSW

IRU PXWXDOO\ DJUHHG ZULWHGRZQV�

DQG WKHUHIRUH UHPRYHG IURP

H[SHQVHV�

*DLQV DQG ORVVHV RQ DVVHWV 7UHDWHG DV SDUW RI RSHUDWLQJ

UHYHQXHV�H[SHQVHV�

7UHDWHG DV UHYDOXDWLRQV DQG

WKHUHIRUH UHPRYHG IURP

UHYHQXHV�H[SHQVHV�

,QWHUHVW IORZV UHODWHG WR VZDSV

DQG RWKHU ILQDQFLDO GHULYDWLYHV

7UHDWHG DV RSHUDWLQJ UHYHQXHV

DQG H[SHQVHV�

7UHDWHG DV ILQDQFLQJ WUDQVDFWLRQV

DQG VR QRW LQFOXGHG LQ UHYHQXHV

DQG H[SHQVHV�

$FTXLVLWLRQ RI GHIHQFH ZHDSRQV

SODWIRUPV

7UHDWHG DV FDSLWDO H[SHQGLWXUH�

'HIHQFH ZHDSRQV SODWIRUPV

DSSHDU DV DQ DVVHW RQ WKH

EDODQFH VKHHW� 'HSUHFLDWLRQ

H[SHQVH RQ DVVHWV LV UHFRUGHG LQ

WKH RSHUDWLQJ VWDWHPHQW�

7UHDWHG DV DQ H[SHQVH� 'HIHQFH

ZHDSRQV SODWIRUPV GR QRW DSSHDU

DV DQ DVVHW RQ WKH EDODQFH VKHHW

DQG QR GHSUHFLDWLRQ LV UHFRUGHG LQ

WKH RSHUDWLQJ VWDWHPHQW�

&RPPRQZHDOWK JHQHUDO

JRYHUQPHQW VHFWRU LQYHVWPHQWV

LQ SXEOLF FRUSRUDWLRQV

,QYHVWPHQWV LQ SXEOLF

FRUSRUDWLRQV DUH YDOXHG DW

KLVWRULF FRVW LQ WKH EDODQFH VKHHW�

,QYHVWPHQWV LQ SXEOLF FRUSRUDWLRQV

DUH YDOXHG DW FXUUHQW PDUNHW

YDOXH� )RU SXEOLFO\ OLVWHG

FRUSRUDWLRQV� WKH VKDUH SULFH LV

XVHG WR FDOFXODWH PDUNHW YDOXH�

)RU QRQ�OLVWHG FRUSRUDWLRQV� WKH

FXUUHQW YDOXH RI QHW DVVHWV LV

XVHG�

3XEOLF GHEW QHW LQWHUHVW 3UHPLXPV DQG GLVFRXQWV RQ WKH

UHSXUFKDVH RI GHEW DUH LQFOXGHG

LQ SXEOLF GHEW QHW LQWHUHVW

H[SHQVHV DW WKH WLPH RI

UHSXUFKDVH� UHJDUGOHVV RI

ZKHWKHU WKH VWRFN LV FDQFHOOHG DW

WKDW WLPH� ,VVXH SUHPLXPV DQG

GLVFRXQWV DUH DPRUWLVHG RYHU WKH

OLIH RI WKH VWRFN�

5HSXUFKDVH SUHPLXPV DQG

GLVFRXQWV DUH WUHDWHG DV HFRQRPLF

UHYDOXDWLRQV DW WKH WLPH WKH GHEW

LV UHSXUFKDVHG �SURYLGHG LW LV

YDOXHG DW KLVWRULFDO FRVW�� 7KH *)6

FDVK IORZ VWDWHPHQW LQFOXGHV

UHSXUFKDVH SUHPLXPV RU GLVFRXQWV

LQ WKH \HDU WKDW WKH UHSXUFKDVHG

VWRFN LV FDQFHOOHG RU PDWXUHV�

)LQDQFH OHDVHV 7UHDWV ILQDQFH OHDVHV DV LI DQ

DVVHW ZHUH SXUFKDVHG IURP

ERUURZLQJV� 7KDW LV� WKH OHDVH

SD\PHQW LV VSOLW LQWR DQ LQWHUHVW

FRPSRQHQW �ZKLFK LV VKRZQ DV

DQ RSHUDWLQJ H[SHQVH� DQG D

SULQFLSDO FRPSRQHQW�

7KH DVVHW DQG WKH OLDELOLW\ DUH

UHFRUGHG RQ WKH EDODQFH VKHHW�

+RZHYHU� WKLV FRQYHQWLRQ GRHV

QRW DSSO\ WR WKH FDVK IORZ

VWDWHPHQW� ZKLFK GRHV QRW UHFRUG

WKH DFTXLVLWLRQ RI WKH DVVHW RU WKH

OLDELOLW\�

$V SHU WKH DFFRXQWLQJ VWDQGDUG�

H[FHSW WKDW WKH *)6 FDVK IORZ

VWDWHPHQW LQFOXGHV WKH DFTXLVLWLRQ

RI WKH DVVHW DQG WKH OLDELOLW\�
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Table 2 reconciles GFS revenue and expenses with their AAS31 counterparts.

7DEOH �� 5HFRQFLOLDWLRQ RI *)6 DQG $$6�� UHYHQXH DQG H[SHQVHV

������� ������� ������� ������� �������

�P �P �P �P �P

*)6 UHYHQXH �6WDWHPHQW �� ������� ������� ������� ������� �������

OHVV *67 UHYHQXH IRU 6WDWHV DQG 7HUULWRULHV ������� ������� ������� ������� �������

*)6 UHYHQXH

�6WDWHPHQWV �� �� �� �� ��� ������� ������� ������� ������� �������

SOXV IRUHLJQ H[FKDQJH JDLQV � �� � � �

SOXV RWKHU HFRQRPLF UHYDOXDWLRQV � � � � �

SOXV SURILW RQ WKH VDOH RI DVVHWV ����� ��� �� ��� ���

SOXV VZDS LQWHUHVW UHFHLYHG ����� ����� ����� ����� �����

SOXV UHYHQXH DOORFDWHG WR *)6 H[SHQVHV ��� ��� ��� ��� ���

$$6�� UHYHQXH �6WDWHPHQW ��� ������� ������� ������� ������� �������

*)6 H[SHQVHV �6WDWHPHQW �� ������� ������� ������� ������� �������

OHVV *67 *UDQWV WR 6WDWHV DQG 7HUULWRULHV ������� ������� ������� ������� �������

*)6 H[SHQVHV

�6WDWHPHQW �� �� �� �� ��� ������� ������� ������� ������� �������

SOXV UHYDOXWLRQV�ZULWHGRZQV ��� � � � �

IURP VXSHUDQQXDWLRQ

SOXV QHW ZULWHGRZQ RI DVVHWV�EDG DQG

GRXEWIXO GHEWV ����� ��� ��� ��� ���

SOXV IRUHLJQ H[FKDQJH ORVVHV ����� � � � �

SOXV RWKHU HFRQRPLF UHYDOXDWLRQV ��� � � � �

SOXV ORVV RQ WKH VDOH RI DVVHWV �� � � � �

OHVV FRVWV RI DVVHW VDOHV � � � ��� ���

OHVV RWKHU SURSHUW\ H[SHQVHV � � � � �

SOXV VZDS LQWHUHVW SDLG ����� ����� ����� ����� �����

SOXV GHIHQFH ZHDSRQV SODWIRUPV GHSUHFLDWLRQ ����� ����� ����� ����� �����

OHVV GHIHQFH ZHDSRQV SODWIRUPV LQYHVWPHQW ����� ����� ����� ����� �����

SOXV UHYHQXH DOORFDWHG WR *)6 H[SHQVHV ��� ��� ��� ��� ���

SOXV $XV$LG ,'$�$') H[SHQVHV ��� ��� � � ���

$$6�� H[SHQVHV �6WDWHPHQW ��� ������� ������� ������� ������� �������

(VWLPDWHV 3URMHFWLRQV

Table 3 reconciles the accounting operating result to the GFS net operating balance and
the fiscal balance (GFS net lending).

The reconciliation can be divided into two parts. The first part shows classification
differences between the AAS31 operating result before extraordinary items and the
GFS net operating balance (these classification differences are simply the sum of those
shown in Table 2 above).

The second part of the reconciliation shows the adjustment for net capital investment
required to derive the fiscal balance from the GFS net operating balance.
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7DEOH �� 5HFRQFLOLDWLRQ RI $$6�� QHW RSHUDWLQJ UHVXOW DQG ILVFDO EDODQFH

������� ������� ������� ������� �������

�P �P �P �P �P

$$6�� RSHUDWLQJ UHVXOW EHIRUH

H[WUDRUGLQDU\ LWHPV �6WDWHPHQW ��� ����� ������ ������ ����� �����

1HW FODVVLILFDWLRQ GLIIHUHQFHV ����� ��� ���� ������ ����

*)6 QHW RSHUDWLQJ EDODQFH ����� ������ ������ ����� �����

�6WDWHPHQW ��

OHVV SXUFKDVH RI SURSHUW\� SODQW DQG HTXLSPHQW

DQG LQWDQJLEOHV ����� ����� ����� ����� �����

OHVV DVVHWV DFTXLUHG XQGHU ILQDQFH OHDVHV �� ��� ��� � �

OHVV RWKHU QRQ�ILQDQFLDO DVVHWV ��� �� ���� ��� ���

OHVV LQFUHDVH LQ LQYHQWRULHV ��� �� �� ��� ���

SOXV GHIHQFH ZHDSRQV SODWIRUPV LQYHVWPHQW ����� ����� ����� ����� �����

SOXV SURFHHGV IURP VDOHV RI SURSHUW\� SODQW DQG

HTXLSPHQW DQG LQWDQJLEOHV ����� ����� ��� ��� ���

SOXV GHSUHFLDWLRQ DQG DPRUWLVDWLRQ ����� ����� ����� ����� �����

)LVFDO EDODQFH �*)6 QHW OHQGLQJ�

�6WDWHPHQW �� ����� ���� ������ ����� �����

(VWLPDWHV 3URMHFWLRQV
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7DEOH $�� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU FDVK UHYHQXH�

RXWOD\V DQG VXUSOXV�D�

� 5HDO 3HU FHQW � 5HDO 3HU FHQW 3HU FHQW

�P *URZWK RI *'3 �P *URZWK RI *'3 �P RI *'3

������� ����� ��� ���� ����� ��� ���� ��� ���

������� ����� ��� ���� ����� ���� ���� ��� ���

������� ����� ��� ���� ����� ��� ���� ��� ���

������� ����� ��� ���� ����� ��� ���� ��� ���

������� ������ ���� ���� ������ ��� ���� ����� ���

������� ������ ��� ���� ������ ���� ���� �� ���

������� ������ ��� ���� ������ ���� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ���� ����

������� ������ ��� ���� ������ ��� ���� ��� ���

������� ������ ���� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ���� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ��� ���� ������ ����

������� ������ ��� ���� ������ ���� ���� ����� ���

������� ������ ��� ���� ������ ���� ���� ����� ���

������� ������ ��� ���� ������ ��� ���� ����� ���

������� ������ ���� ���� ������ ��� ���� ��� ���

������� ������ ���� ���� ������� ��� ���� ������� ����

������� ������ ��� ���� ������� ��� ���� ������� ����

������� ������� ��� ���� ������� ��� ���� ������� ����

������� ������� ��� ���� ������� ��� ���� ������� ����

������� ������� ��� ���� ������� ��� ���� ������� ����

������� ������� ��� ���� ������� ��� ���� ������ ����

������� ������� ��� ���� ������� ���� ���� ����� ���

������� ������� ��� ���� ������� ��� ���� ����� ���

������� ������� QD ���� ������� QD ���� ������ ���

��������H� ������� ���� ���� ������� ���� ���� ����� ���

��������H� ������� ��� ���� ������� ��� ���� ����� ���

��������S� ������� ��� ���� ������� ��� ���� ����� ���

��������S� ������� ��� ���� ������� ��� ���� ����� ���

��������S� ������� ��� ���� ������� ��� ���� ����� ���

&DVK VXUSOXV�E�5HYHQXH 2XWOD\V

�D� 7KHUH LV D EUHDN LQ WKH VHULHV EHWZHHQ ������� DQG �������� 'DWD IRU WKH \HDUV XS WR DQG LQFOXGLQJ

������� DUH FRQVLVWHQW ZLWK WKH FDVK $%6 *)6 UHSRUWLQJ UHTXLUHPHQWV� )URP ������� RQZDUGV� GDWD

DUH GHULYHG IURP DQ DFFUXDO $%6 *)6 UHSRUWLQJ IUDPHZRUN� ZLWK UHYHQXHV SUR[LHG E\ UHFHLSWV IURP

RSHUDWLQJ DFWLYLWLHV DQG VDOHV RI QRQ�ILQDQFLDO DVVHWV� DQG RXWOD\V SUR[LHG E\ SD\PHQWV IRU RSHUDWLQJ

DFWLYLWLHV DQG SXUFKDVHV RI QRQ�ILQDQFLDO DVVHWV� 'XH WR PHWKRGRORJLFDO DQG GDWD�VRXUFH FKDQJHV

DVVRFLDWHG ZLWK WKH FKDQJH� WLPH VHULHV GDWD ZKLFK HQFRPSDVVHV PHDVXUHV GHULYHG XQGHU ERWK FDVK

DQG DFFUXDO DFFRXQWLQJ VKRXOG EH XVHG ZLWK FDXWLRQ�

�E� )ROORZLQJ UHFHQW FKDQJHV WR WKH $XVWUDOLDQ 1DWLRQDO $FFRXQWV VWDQGDUGV� WKH VXUSOXV PHDVXUHV LQ WKLV

WDEOH� IURP ������� RQZDUGV� LQFRUSRUDWH SD\PHQWV E\ WKH JHQHUDO JRYHUQPHQW VHFWRU LQ UHVSHFW RI

DFFXPXODWHG 31)& VXSHUDQQXDWLRQ OLDELOLWLHV� 7KHVH SD\PHQWV DUH QRW LQFRUSRUDWHG SULRU WR ��������

�H� (VWLPDWHV�

�S� 3URMHFWLRQV�
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7DEOH $�� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU FDVK WD[DWLRQ

UHYHQXH� QRQ�WD[DWLRQ UHYHQXH DQG WRWDO UHYHQXH�D�

� 5HDO 3HU FHQW � 5HDO 3HU FHQW � 5HDO 3HU FHQW

�P *URZWK RI *'3 �P *URZWK RI *'3 �P *URZWK RI *'3

������� ����� ��� ���� ��� ��� ��� ����� ��� ����

������� ����� ��� ���� ��� ��� ��� ����� ��� ����

������� ����� ��� ���� ��� ��� ��� ����� ��� ����

������� ����� ��� ���� ����� ��� ��� ����� ��� ����

������� ������ ���� ���� ����� ���� ��� ������ ���� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ���� ���� ����� ���� ��� ������ ���� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ���� ���� ����� ��� ��� ������ ���� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ��� ���� ����� ����� ��� ������ ��� ����

������� ������ ��� ���� ����� ����� ��� ������ ��� ����

������� ������ ��� ���� ����� ���� ��� ������ ��� ����

������� ������ ���� ���� ����� ��� ��� ������ ���� ����

������� ������ ���� ���� ����� ���� ��� ������ ���� ����

������� ������ ��� ���� ����� ��� ��� ������ ��� ����

������� ������ ��� ���� ����� ���� ��� ������� ��� ����

������� ������� ���� ���� ����� ����� ��� ������� ��� ����

������� ������� ��� ���� ����� ��� ��� ������� ��� ����

������� ������� ��� ���� ����� ���� ��� ������� ��� ����

������� ������� ��� ���� ����� ����� ��� ������� ��� ����

������� ������� ��� ���� ����� ���� ��� ������� ��� ����

������� ������� QD ���� ������ QD ��� ������� QD ����

��������H� ������� ���� ���� ������ ���� ��� ������� ���� ����

��������H� ������� ��� ���� ������ ��� ��� ������� ��� ����

��������S� ������� ��� ���� ������ ����� ��� ������� ��� ����

��������S� ������� ��� ���� ������ ���� ��� ������� ��� ����

��������S� ������� ��� ���� ������ ���� ��� ������� ��� ����

7RWDO UHYHQXH1RQ�WD[DWLRQ UHYHQXH7D[DWLRQ UHYHQXH

�D� 7KHUH LV D EUHDN LQ WKH VHULHV EHWZHHQ ������� DQG �������� 'DWD IRU WKH \HDUV XS WR DQG LQFOXGLQJ

������� DUH FRQVLVWHQW ZLWK WKH FDVK $%6 *)6 UHSRUWLQJ UHTXLUHPHQWV� )URP ������� RQZDUGV� GDWD

DUH GHULYHG IURP DQ DFFUXDO $%6 *)6 UHSRUWLQJ IUDPHZRUN� ZLWK WRWDO UHYHQXH SUR[LHG E\ UHFHLSWV IURP

RSHUDWLQJ DFWLYLWLHV DQG VDOHV RI QRQ�ILQDQFLDO DVVHWV� 'XH WR PHWKRGRORJLFDO DQG GDWD�VRXUFH FKDQJHV

DVVRFLDWHG ZLWK WKH FKDQJH� WLPH VHULHV GDWD ZKLFK HQFRPSDVVHV PHDVXUHV GHULYHG XQGHU ERWK FDVK

DQG DFFUXDO DFFRXQWLQJ VKRXOG EH XVHG ZLWK FDXWLRQ�

�H� (VWLPDWHV�

�S� 3URMHFWLRQV�
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7DEOH $�� &RPPRQZHDOWK JHQHUDO JRYHUQPHQW VHFWRU QHW GHEW

�DV DW HQG RI ILQDQFLDO \HDU��D�

�ELOOLRQ 3HU FHQW RI *'3
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