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2016-17 Budget highlights

Strong financial and economic management
= Strong surpluses of $3.4 billion in 2015-16 and $3.7 billion in 2016-17 and
surpluses across the forward estimates
= Net debt close to zero in General Government Sector
= Maintaining the triple-A credit rating
= Expenses growth under control

= NSW economy leading the nation in jobs, State Final Demand, consumer
confidence and business investment

Infrastructure
= Record $73.3 billion over four years (non-financial public sector)

Delivering more services

= Record spending in essential services including Health, Education, Family
and Community Services, and Justice
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Strong budget surpluses
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= The Budget faces a major GST revenue shortfall from 2017-18.
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Strong growth will see GST revenues massively
reduce

NSW share of GST pool = NSW is a victim of its own
32 success in recovering from last
31 . to first.
30
o = NSW’s share of the national
: - S':'asb GST pool is expected to fall
o 28 from 31.3% in 2014-15 to
o/ i _
27 $10.8b revenue loss 25.9% in 2019-20.
26 over four years B
= By 2019-20, the annual drop in
25 .
2003-04 2007-08 2011-12 2015-16 2019-20 GST revenues from changes in
. relativities is $3.8 billion from
Source: NSW Treasury estimates
2014-15.
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Despite falling revenue growth, we have kept
expense growth under control

Revenue and Expense Growth
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Source: NSW 2016-17 Budget

* Revenue adjusted for estimated impacts of announced asset transactions and anticipated dividend changes



o 1
NSW LEADING THE NATION s

BUDGET 2016-17 GOVERNMENT

Expense control programs

e Limits public sector wage increases to 2.5%, saving $2.5 billion
since June 2011

Wages policy

e Efficiency dividend targeting back office of 1.5% annually from
2017-18, saving $1.41 billion over three years

Efficiency dividend

Financial Management e Delivers government accountability and transparency by
Transformation matching government spending to service standards

e Improves the quality of government services and use of public

New Commissioning Unit funds by exploring service delivery models involving
government, private and non-profit providers

e Informs solutions to complex challenges by sharing data from
Data Analytics Centre multiple agencies and targeting resources to where they are
needed

e Reduces government waste by streamlining government

Eliminating duplication entities
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Tax Changes/Tax Reform

Business taxes abolished (cost of $1.8 billion over four years)
= Mortgage Duty — $1,086 million over four years
= Share Transfer Duty — $170 million over four years
= Non-Real Transfer Duty — $537 million over four years

Foreign investor surcharges on residential property (revenue of $1.0 billion over 4 years)
= Foreign investors are unlikely to change their behaviour following the introduction of
these surcharges. Revenue will support recurrent spending

Emergency Services Property Levy (budget neutral)
= Encourages property insurance by funding Emergency Services from a property tax
rather than an insurance levy
= Delivers a more equitable approach and a more efficient tax system

Jobs Action Plan
= Targeting businesses with 50 or less full time equivalent employees.
= Payroll tax rebate increased from $5,000 to $6,000.
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Funding increases for key services (GPC basis)

Health ($ billion) Education ($ billion)
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2010-11 2012-13 2014-15 2016-17 2010-11 2012-13 2014-15 2016-17
Public Order and Safety ($ billion) Total recurrent spending in 2016-17 is $73.3b
10
8 7.3 = Record $20.6 billion in health services,
5 6.1 = up by more than 5 per cent
A = Record $13.7 billion on school education services
= up by more than 7.5 per cent
2 I I I I I I I = Record $6.8 billion on justice
0

= up by 4.5 per cent
2010-11 2012-13 2014-15 2016-17

Source: NSW 2016-17 Budget. Figures presented are in accordance with Australian Bureau of Statistics Government Purpose
Classifications 8
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Frontline numbers are being boosted

Teachers Nurses and Midwives
64,153
64,000 46,000 44,940
44,000
63,000
42,000 40,216
62,000 ’
61,000 I I 38,000
60,000 36,000
2010-11 2011-12 2012-13 2013-14 2014-15 2015-16* 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16
Source: Public Service Commission, Workforce Profile Report 2015. *Projection. Source: Ministry of Health data estimated at March for each year.
Authorised Strength - Police
18,000
17.000 16.665 Over the last five years

16.000 3,004 more teachers
, 15,556 _
1,109 more police
15,000 o
I 4 724 more nurses and midwives
14,000
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Source: NSW Police Force data 9
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Record infrastructure investment

State-funded infrastructure $48.5 billion @

16
Average: $12.1 billion ®)

12 -=<l---E----
Average: $9.1 billion
8
Average: $6.1 billion
| I I I I
0

Actual  Actual Actual Actual Actual Actual Actual Revised Budget Estimate Estimate Estimate
2008-09 2009-10 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20

® State Funded PPP Projects

$ billion

m Other State Funded Infrastructure Program

(a) Includes expenditure in the general government sector, public transport PNFCs, social housing, Darling Harbour Live and the State-funded contribution to
WestConnex.
(b) Does not include capital commitments funded from transactions that are yet to be concluded, including Ausgrid, Endeavour Energy and Land and Property

Information.

= Non-financial public sector infrastructure $73.3 billion over four years.
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Investing more in key infrastructure

Education ($b) Health ($b)
2
2
- Up $196 million
Up $149 million orp+$14% 1.59
or +37%
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0.55
0.34 l
A mmmn 0
2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 201112 2012-13 2013-14 2014-15 201516 2016-17

*Includes capital expensing.

Police ($b) Roads and transport ($b)
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Source: NSW Treasury estimates 11
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Education infrastructure boost
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|
+$341m
+ $301m
+$106m +194m
2011-12 2013-14 2015-16 2017-18 2019-20
Actual Actual Revised Forecast Forecast

m Oct 2015 allocation = Additional 2016-17 Budget funding

Source: Department of Education data, NSW Treasury estimates
*All figures exclude Commonwealth funded capital expenditure
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Almost $1 billion extra over the
next 4 years for infrastructure,
bringing the total capital spend to
$2.6 billion for new schools and
classrooms, an increase of

50 per cent from the forward
estimates of last year’s budget.

More than doubling funding

for backlog maintenance from
S$160 million to $330 million over
next two years to address priority
maintenance needs in schools.
Total maintenance budget around
$900 million in total over next two

years.
12
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Roads and transport infrastructure boost

* The 2016-17 infrastructure spending on Roads and Transport is
$12.1 billion, an increase of 16% from 2015-16.

= More than $1 billion over the next four years for a new suburban train
fleet to deliver more services and less crowding across the network.

= More than $2.1 billion in 2016-17 to continue fast tracking major
upgrades of key regional highways such as the Pacific, Princes,
Central Coast, Great Western, Newell, New England, Oxley, Mitchell,
Kings, Riverina, Silver City, Cobb and Bells Line of Road.

13
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Infrastructure highlights in 2016-17: $21.8 billion
capital spend

$1.4 billion to start Sydney Metro City and Southwest

$1.3 billion towards the Sydney Metro Northwest

$130 million for the next generation of the intercity rail fleet

$2.9 billion to continue the development and delivery of WestConnex
$1.6 billion on health capital projects

$645 million for social housing projects

$554 million for new and refurbished schools and related infrastructure
$962 million to increase prison bed capacity

$2.4 billion for new investments in water and electricity utilities

14
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General Government Sector net debt virtually zero

General Government Net Debt

New South Wales 2016-17
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= Following the record infrastructure spend, NSW’s net debt remains below
other states’ current levels

* For consistency, financial assets held against Queensland’s fully funded superannuation liability is offset against their net debt. 15
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Housing affordability

Residential building approvals near New residential construction
record levels

NSW new home construction
Over 70,000 in the year to April 22.5% annual rise to March quarter
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Source: ABS 8731.0, April 2016, NSW Treasury Source: ABS 8755.0 March quarter 2016, NSW Treasury

= Residential construction is a key economic driver for NSW in the coming years.
16
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Jobs and economic growth put NSW way in front

Employment Growth

4.0
= Jobs have surged by 141,800 in

3.0 the last year.
g 20 = NSW has created 63% of jobs
5 added across Australia in the last
g 10 12 months.
< 0.0 ] m ] = NSW unemployment rate of

I 5.2%, lowest of any State.
-1.0

NSW  VIC QLD SA WA TAS

Source: ABS 6202.0, April 2016, NSW Treasury
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NSW economy in context

ANZ Stateometer
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Commsec State of the States

"NSW remains the best performing
economy underpinned by an
improving job market, above-
average population growth and
solid retail sales.”

"NSW has a solid grip on the top
ranking of economic performance.
Unemployment has improved while
population growth is above long-
term averages, thus providing solid
momentum to the economy.”

= Economic commentators agree that NSW is the national leader.

18
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The NSW Budget checklist

Budget surplus

Net debt

Credit rating

Infrastructure spending
Services spending
Employment

Housing supply

Consumer confidence
Business investment growth

Demand growth

$3.7b in 2016-17

Virtually zero

Triple-A

Record $73.3b over forwards
Record $73.3b in 2016-17

63% of all jobs created in NSW
70,000 annual approvals
104.8 nation’s strongest

Only state in positive territory

3.9% nation’s strongest
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